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BASF Group 2009’

Economic data (million €)

2009 2008 Change in %
Sales 50,693 62,304 (18.6)
Income from operations before depreciation and amortization (EBITDA) 7,388 9,562 (22.7)
Income from operations (EBIT) before special items 4,852 6,856 (29.2)
Income from operations (EBIT) 3,677 6,463 (43.1)
Income before taxes and minority interests 3,079 5,976 (48.5)
Net income 1,410 2,912 (51.6)
Earnings per share (€) 1.54 3.13 (50.8)
Adjusted earnings per share (€)' 3.01 3.85 (21.8)
Dividend per share (€) 1.70 1.95 (12.8)
Cash provided by operating activities 6,270 5,023 24.8
Additions to long-term assets? 5,972 3,634 64.3
Depreciation and amortization 3,711 3,099 19.7
Return on assets (%) 7.5 13.5 -
Return on equity after tax (%) 8.9 17.0 -
Research and development expenses 1,398 1,355 3.2
Environment and safety
2009 2008 Change in %
Operating costs for environmental protection facilities Million € 669 706 (5.2
Investments in environmental protection Million € 141 165 (14.5)
Emissions of greenhouse gases (CO, equivalent)® Million metric tons/year 29.3 2741 8.1
Emissions to air (air pollutants)® Thousand metric tons/year 31.3 36.5 (14.2)
Emissions to water® of: - Organic substances Thousand metric tons/year 18.6 20.6 9.7)
- Nitrogen Thousand metric tons/year 3.6 4.4 (18.2)
— Heavy metals Metric tons/year 2315) 27.0 (13.0)
Transportation accidents Per 10,000 shipments 0.24 0.36 (33.3)
Number of environmental and safety audits 99 86 151
Employees and society
2009 2008 Change in %
Employees as of December 31 104,779 96,924 8.1
Apprentices/trainees as of December 31 2,401 2,171 10.6
Personnel costs Million € 7,107 6,364 1.7
Donations and sponsoring Million € 48.1 64.7 (25.7)
Annual bonus % of Group companies 74.9 74.7 0.3
Lost time injury rate Per million working hours 1.7 1.8 (5.6)
Occupational diseases Per million working hours 0.42 0.31 35.5
' For further information, see page 39
2 Including acquisitions Overview of BASF’s segments

3 Excluding emissions from oil and gas production see inside cover

* All financial and non-financial performance indicators include the effects of the acquisition of Ciba Holding AG on April 9, 2009.



BASF’s segments

Chemicals Plastics Performance Products
— Page 47 — Page 53 — Page 58
- - = ,]‘
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In the Chemicals segment, we supply
products to customers in the chemical,
electronics, construction, textile, automo-
tive, pharmaceutical and agricultural indus-

tries as well as many others. Furthermore,
we ensure that other BASF segments are
supplied with chemicals for the produc-
tion of higher value products. Our portfolio
ranges from basic chemicals, glues and
electronic chemicals for the semiconduc-
tor and solar cell industries, to solvents and
plasticizers, as well as starting materials
for products such as detergents, plastics,
textile fibers, paints and coatings and
pharmaceuticals.

Functional Solutions
— Page 66

The Plastics segment includes a broad
range of products, system solutions and
services. We offer a number of engineering
plastics for the automotive and electrical
industries as well as for use in household
appliances and sports and leisure products.
Our styrenic foams are used as insulating
materials in the construction industry and in
packaging. Our polyurethanes are extreme-
ly versatile: as soft foams, for example, they
improve car seats and mattresses, and as
rigid foams they serve as highly efficient
insulation in refrigerators.

Agricultural Solutions
— Page 71

Performance products help our customers
to improve their products and processes.
They give special characteristics to count-
less everyday products: from diapers,
paper, vitamins for food supplements or
UV filters for sunscreen to products for the
oil, automotive and coatings industries as
well as for the production of textiles and
leather. The acquisition of Ciba strength-
ens the existing businesses and extends
the portfolio to include plastic additives
and products for water treatment and min-
ing applications.

Oil & Gas
— Page 76

In the Functional Solutions segment, we
bundle system solutions and innovative
products for specific customers and indus-
tries, in particular for the automotive and
construction sectors. Our portfolio com-
prises automotive and industrial catalysts,
automotive and industrial coatings, as well
as concrete admixtures and construction
systems such as tile adhesives and archi-
tectural coatings.

Our crop protection products guard against
fungal diseases, insects and weeds and
they increase quality and secure crop
yields. Our research in plant biotechnology

concentrates on plants for greater efficien-
cy in agriculture, healthier nutrition and for

use as renewable raw materials.

As the largest German producer of oil and
gas, we focus our exploration and produc-
tion on oil and gas-rich regions in Europe,
North Africa, South America, Russia and
the Caspian Sea region. Together with our
Russian partner Gazprom, we are active in
the trading, transport and storage of natural
gas in Europe.



Key segment data

Chemicals

Sales (%)

17 Inorganics 13
2 Petrochemicals 62
8 Intermediates 25
Plastics

Sales (%)

17 Performance Polymers 42
2 Polyurethanes 58

Performance Products
Sales (%)

T Dispersions & Pigments 26
7 Care Chemicals 37
37 Paper Chemicals 14
T Performance Chemicals 23

Functional Solutions

Sales (%)

T Catalysts 42
7 Construction Chemicals 28
37 Coatings 30

Agricultural Solutions

Sales (%)

1 Crop Protection 100
Oil & Gas

Sales (%)

1 Exploration & Production 34
2 Natural Gas Trading 66

€7,515

million

€7,128

million

€9,356

million

€7,115

million

€3,646

million

€11,356

million

Key data Chemicals (million €)

Change
2009 2008 in %
Sales 7,515 11,171 (32.7)
EBITDA 1,571 2,053 (23.5)
Income from operations before
special items 1,021 1,414 (27.8)
Income from operations (EBIT) 735 1,369 (46.3)
Key data Plastics (million €)
Change
2009 2008 in %
Sales 7,128 9,116 (21.8)
EBITDA 994 947 5.0
Income from operations before
special items 576 558 4.2
Income from operations (EBIT) 554 539 2.8
Key data Performance Products (million €)
Change
2009 2008 in %
Sales 9,356 8,125 15.2
EBITDA 926 1,205 (23.2)
Income from operations before
special items 698 766 (8.9)
Income from operations (EBIT) (150) 768
Key data Functional Solutions (million €)
Change
2009 2008 in %
Sales 7,115 9,388 (24.2)
EBITDA 511 564 9.4)
Income from operations before
special items 209 265 (21.1)
Income from operations (EBIT) 107 151 (29.1)
Key data Agricultural Solutions (million €)
Change
2009 2008 in %
Sales 3,646 3,409 7.0
EBITDA 973 905 743
Income from operations before
special items 776 706 9.9
Income from operations (EBIT) 769 705 9.1
Key data Oil & Gas (million €)
Change
2009 2008 in %
Sales 11,356 14,445 (21.4)
EBITDA 2,830 4,409 (35.8)
Income from operations before
special items 2,289 3,844 (40.5)
Income from operations (EBIT) 2,289 3,844 (40.5)




We create
chemistry

We combine economic
success with social responsibility
and environmental protection.

Cover photo:
BASF Kids’ Lab in Hong Kong

Value for BASF

Knowledge is the driving force of growth and innovation —
and an important future resource. As part of our social
commitment, we therefore focus our support in our

host communities on projects that promote access to
education.

Value for society

We offer Kids’ Labs in 15 countries, often based at

our sites. In Asia, for example, more than 23,000 children
participated in our Kids’ Labs in 2009.



Report
2009

This is an integrated report.

It documents our economic, environ-
mental and social performance in
2009.

Economy

Report
2009

Society Ecology

We create
chemistry

Value for BASF

Sustainability is an integral part of our
strategy. That is why this report com-
bines both our financial and sustain-
ability reporting in one publication. We
document our economic performance
and provide specific examples to
show how sustainability contributes

to the success of the company.

Value for society

This report shows how we create
value — for our employees, sharehold-
ers, business partners, neighbors and
the public. With sustainable products,
technologies and services, we con-
tribute to finding solutions for global
challenges such as climate protection,
resource conservation, nutrition and
demographic change. We support
education — the most important future
resource — and support projects

with long-term benefits around the
world. This is our contribution to a
better future.



About this report

About this report

Content and structure

This integrated report combines our financial and sustainability
reporting and is addressed to readers interested in both areas.
The reporting of the BASF Group is complemented by our short
report BASF In Brief 2009.

Simultaneously with the publication of this report, more
sustainability information will be made available online, such as
information about the topics stakeholder dialogue and water. To
find out more about these and other topics, follow the links listed
in this report.

The information in the BASF Report 2009 also serves as a
progress report on BASF’s implementation of the ten principles
of the United Nations Global Compact. The symbol & within
the text of the report indicates information that is relevant to the
principles of the Global Compact. The Global Compact Index
on page 216 gives an overview of all the topics.

In addition to the traditional table of contents, the fold-out
index flap provides a break-down by key topic: business devel-
opment, global megatrends, innovations and other topics of
central importance for our business.

-+ The 2009 online report with additional service features can be found
at basf.com/report

-+ BASF In Brief 2009 can be found at basf.com/basf_in_brief
-+ For more on sustainability, see basf.com/sustainability
-+ For more on our stakeholder dialogue, see basf.com/dialogue

-+ For more on the United Nations Global Compact,
see www.globalcompact.org

WE SUPPORT

Overview

— BASF Report 2009 integrates our financial and
sustainability reporting

— HTML version of the report contains additional
information and service features

— Expanded sustainability information online

— Report serves as a progress report for the United
Nations Global Compact

BASF Report 2009

Topics

The information on the financial position and performance of the
BASF Group is based on the requirements of International
Financial Reporting Standards (IFRS), and, where applicable,
the German Commercial Code as well as the German Account-
ing Standards (GAS). After delisting from the NYSE, we have
retained a modified form of the internal control system for finan-
cial reporting based on the guidelines of the Sarbanes-Oxley
Act. These internal control mechanisms ensure the reliability of
the information in our reporting. BASF’s management confirmed
the effectiveness of the internal control measures and compli-
ance with the regulations for financial reporting.

Our sustainability reporting follows the international guide-
lines (G3) of the Global Reporting Initiative (GRI). Every two to
three years, we work with sustainability experts to analyze and
assess sustainability issues relevant to BASF. This report
incorporates the results of that process as well as suggestions
from a stakeholder survey on reporting we conducted again in
2009. Information from our dialogue with other interest groups
also helps us to identify which topics are particularly important
for our stakeholders.

-+ For more on the Global Reporting Initiative, see
www.globalreporting.org

-+ For more on our matrix for sustainability topics, see page 26 and
basf.com/materiality

-+ A short GRI and Global Compact index can be found on page 216;
for a more comprehensive version, see basf.com/gri_gc_e

\ Global
Reporting

Organizational p_
Initiative™

Stakeholder

- Financial reporting is based on requirements of Interna-
tional Financial Reporting Standards, German Commer-
cial Code and German Accounting Standards

— Sustainability reporting follows guidelines of the Global
Reporting Initiative

— Dialogue with sustainability experts and stakeholders
regarding relevant topics



BASF Report 2009

Data

Allinformation and bases for calculation in this report are based
on national and international standards for financial and sustain-
ability reporting. All of the data and information for the report-
ing period were sourced from the responsible units using
representative methods. The reporting period was the financial
year 2009. BASF Group’s reporting includes BASF SE, the par-
ent company, with its headquarters in Ludwigshafen, Germany,
as well as all of its material subsidiaries. All financial and non-
financial performance indicators include the effects of the
acquisition of Ciba Holding AG on April 9, 2009.

Our data collection methods for environmental protection
and occupational safety are based on the recommendations of
the European Chemical Industry Council (CEFIC). In the area of
emissions and energy, we report on approximately 98% of all
emissions from our production sites worldwide. The emissions
of joint venture companies are included pro rata, based on our
stake. We compile information on work-related accidents at all
our sites worldwide. Accidents at joint venture sites are com-
piled and reported in full. Further data on social responsibility
apply to all consolidated group companies, unless otherwise
indicated. All employees of the BASF Group as of December 31,
2009, are represented in the information.

To make this report as current as possible, we have included
relevant information available up to the editorial deadline of
February 24, 2010. The report is published each year in
mid-March in English and in German.

-+ More information on emissions can be found in the chapters Our
goals, Climate protection, Energy, Water, and Environmental and
safety management.

-+ For more on occupational safety, see page 89

- Information and bases for calculation are based on
international standards for financial and sustainability
reporting

— Reporting period was the financial year 2009

— Report includes relevant information available up to the
editorial deadline on February 24, 2010

— Data collection on environmental protection and safety
follows the recommendations of the European Chemical
Industry Council (CEFIC)

About this report

External audit and evaluation

Our reporting is audited by a third party. KPMG AG Wirtschafts-
prufungsgesellschaft has audited the BASF Group Consolidated
Financial Statements and the Management’s Analysis and has
approved them free of qualification. The audit of the Consoli-
dated Financial Statements including the Notes is based on the
audited separate financial statements reported by BASF Group
companies to our corporate units.

The audit covers financial and non-financial information and
was also conducted in accordance with International Standard
of Assurance Engagements 3000, a standard for sustainability
reporting.

Our transparent and reliable reporting helps us gain the
confidence of our stakeholders. Our reporting won a number of
honors in 2009. In Germany, BASF received an award for the
best sustainability report among the 150 largest companies in
Germany from the Institute for Ecological Economy Research
(IOW) and the environmental initiative future e.V.

In 2009, BASF Group’s sustainability reporting again was
recognized with the highest application level A+ from the Global
Reporting Initiative.

- The Auditor’s report is on page 137.

GRI REPORT

— Financial and non-financial information audited by
KPMG AG Wirtschaftsprifungsgesellschaft

- Verification also in accordance with assurance standard
for sustainability reporting

— Honors for transparent and reliable reporting
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We create chemistry BASF Report 2009

We create chemistry

Around 105,000 employees contribute to the success of the company, through
their commitment, performance and with intelligent solutions.

Six examples demonstrate how we combine this success with advantages for

our customers, shareholders, employees and the environment. In this way, we
create value — for BASF and for society.

Ciba acquisition expands portfolio

Tinosorb enhances BASF’s range of UV protection filters < page 7

Number one in the Patent Asset Index

The insulating material Neopor is based on one of BASF’s strongest patent families = page 21

Personnel transfer reduces short-time work and helps safeguard jobs

Helping customers be more successful

Samruddhi business model helps Indian farmers produce more sustainably - page 135

Supply security for Europe

BASF subsidiary WINGAS expands its natural gas storage facilities = page 197

Reliable supplier to our customers

Global transparency of delivery processes helps customers to plan optimally = page 207



Portfolio
expansion
with Ciba

VALUE FOR BASF

Acquisition extends
UV protection range

BASF is the world’s leading producer of
chemical UV filters for sun protection.
These filters absorb incident UV radiation
and transform it into heat. The integration
of Ciba Holding AG enhanced our portfolio
with the Tinosorb® range — the new UV
filters cover a wider range of the UV
radiation spectrum and therefore comple-

F% ¥ = - 1 ment our current range.
Enhanced UV protection portfolio: BASF’s Swiss employees Stephanie Acker and + For more on the integration of Ciba, see page

Marcel Schnyder examine UV filters in the cosmetics laboratory. 58 onward

VALUE FOR SOCIETY

Well protected from the
sun’s rays

Sunscreen contains 10% to 20% UV
filters. Good UV protection helps prevent
sunburn and protects against long-term
skin damage and skin cancer. Reliable
UVA protection reduces the formation of
free radicals in the skin and counteracts
_ b - _ premature skin aging. In addition to testing
ety o~ ; ‘% ~ . effectiveness and skin compatibility, BASF
Effective protection against sunburn and long-term skin damage: BASF is the world’s has also been testing the environmental
leading producer of chemical UV filters. impact of its UV filters for several years.




8 To our Shareholders BASF Report 2009
L— Letter from the Chairman of the Board of Executive Directors

Jons Ghaebtilere, coos fsicts ] Bk

The past year has placed extraordinary demands on us. BASF was also hit hard by the deepest recession in
post-war times. Sales and earnings fell considerably, but we acted quickly and decisively. We adjusted our
production to the steep decline in demand by idling or closing numerous plants. Furthermore, we acceler-
ated our programs to increase efficiency and reduce costs. Unfortunately, we could not avoid introducing
short-time work and job cuts. Together, however, we managed to reach an important goal: Even at the lowest
point of the economic cycle, we were able to earn an EBITDA margin of more than 14%.

The BASF team worldwide contributed to this success through its exceptional flexibility and solidarity. For
this outstanding accomplishment, | would like to extend my heartfelt thanks to all employees. BASF has mas-
tered this crisis better than many of its competitors. The capital market also shares this view: BASF shares
outperformed the most important benchmark and industry indices in 2009. Although we narrowly missed
our goal of earning our cost of capital due to high charges arising from the Ciba integration, our record cash
flow and our stable financial position allow us to propose an ambitious dividend of €1.70 per share.

| believe the worst is behind us, but there are still clouds on the horizon. The year 2010 will be a transitional
year in which the economic recovery in most parts of the world will be slow and uneven. It will likely be at
least 2012 before we reach the level seen before the crisis. We have set the following goals for BASF in 2010:
We want to grow profitably again and earn a premium on our cost of capital.

Measures to secure long-term, profitable growth

We will continue to follow our successful strategy and actively shape our future. In the medium term, we will
still concentrate on improving our portfolio, restructuring and increasing efficiency, as well as on product
innovations and expanding our businesses in growth markets. With this strategy, we can supply our custom-
ers with the best products and solutions and secure our leading position as The Chemical Company.

Our portfolio has become significantly more robust thanks to acquisitions in recent years and organic growth.
This is also demonstrated by our acquisition of Ciba, which has made us a leading supplier of specialty chem-
icals in key business sectors. We want to take full advantage of this new potential. We expect synergies from
the combined businesses to reach €350 million in the current year, and rise to more than €450 million annu-
ally by the end of 2012.

We have set ourselves ambitious goals for the growing Asian market. We aim to grow two percentage points
faster than the chemical market. Given expected market growth of 4% to 5% per year, we expect to double
our sales in this region by 2020.
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Letter from the Chairman of the Board of Executive Directors —

“We want to grow profitably
again and earn a premium on
our cost of capital in 2010.”

Dr. Jiirgen Hambrecht
Chairman of the Board of Executive Directors of BASF SE

r

Chemistry combining economic success and corporate responsibility

We combine economic success with social responsibility and environmental protection. This principle is a
firm part of our strategy and extends to our customers as well as other partners such as suppliers, investors,
employees and neighbors. Sustainable management minimizes risks, promotes existing business and helps
create new opportunities.

Our excellent ranking in key sustainability indices and our longstanding commitment to the principles of the
Global Compact demonstrate that we also lead the competition in this area. For example, we updated our
corporate carbon footprint for the 2008 business year. It again showed that when used by customers, BASF
products save three times more greenhouse gas emissions than are released in the production and disposal
of all products made by BASF. And we are breaking new ground: In March 2009, BASF established a social
business, BASF Grameen Ltd., with Nobel Peace Prize Laureate Muhammad Yunus. This joint venture aims
to improve the health and business opportunities of the poor in Bangladesh.

As you can see, we do not just offer products and system solutions. At BASF, we create chemistry and thus
added value. Thinking and acting in cooperation with our partners is BASF’s successful model for shaping
the future.

Global challenges need new solutions

Those who want to be successful tomorrow have to act today. This applies especially to market opportuni-
ties that emerge from global changes, such as population growth, urbanization and the rising demand for
energy. | consider the development of solutions for these challenges to be the crucial foundation for a
successful future. For example, together with partners we conduct research into high yielding crops, novel
insulation materials and solar cells based on organic semiconductors. That is why we once again slightly
increased our research and development expenditures. This is a long-term investment in the future and an
integral part of our strategy.

We want to continue to offer the best chemistry: chemistry that creates value for our partners and for our
shareholders. The year 2010 will place heavy demands on us, but we are well prepared. You can be certain
that my fellow Board members and |, together with the entire team worldwide, will work at full strength for
BASF. | would be pleased if you accompany and support us on this path.

Sincerely yours,

Dr. Jiirgen Hambrecht
Chairman of the Board of Executive Directors of BASF SE



To our Shareholders
— Board of Executive Directors

The Board of Executive Directors of BASF SE
in dialogue with employees

Dr. Andreas Kreimeyer
Research Executive Director
54, with BASF for 24 years:

— Inorganics

— Petrochemicals

— Intermediates

— Chemicals Research
& Engineering

— BASF Future Business

Dr. Stefan Marcinowski
57, with BASF for 31 years

— Crop Protection

— Coatings

— Region South America

- Specialty Chemicals
Research

- BASF Plant Science
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— Performance Polymers

- Polyurethanes
— Styrenics
— Market & Business

Development Asia Pacific
- Regional Functions & Country
Management Asia Pacific

BASF Report 2009

Dr. Harald Schwa
Industrial Relations Directo

49, with BASF for 22 years

— Human Resources
— Environment, Health & Safety
— Engineering & Maintenance
— Verbund Site

Management Europe
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Dr. John Feldmann

60, with BASF for22 years:
A

— Construction Chemicals
— Dispersions & Pigments
— Care Chemicals

- Paper Chemicals

— Performance Chemicals
— Polymer Research

Dr. Jiirgen Hambrec
Chairman of the Board of

Executive Directors

~ 63, with BASF for 34 years

— Legal, Taxes & Insurance

- Strategic Planning & Controlling

— Communications & Government
REEVNE

— Global HR - Executive
Management & Development

- Investor Relations

— Chief Compliance Officer

Dr. Hans-Ulrich Engel
50, with BASF for 22 years

- Oil & Gas
— Region Europe
— Global Procurement & Logistics

¥

To our Shareholders
Board of Executive Directors —

‘Dr. Kurt Bock

Chief Financial Officer
51, with BASF for 19 years

— Catalysts

— Market & Business
Development North America

— Regional Functions North
America

- Finance

— Information Services

— Corporate Controlling

— Corporate Audit
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— Our goals
*
Our goals
Economic goals
2009 Goals Status at year-end 2009 More on
0,
Earn an EBI_T_o_f at least 9% based on the assets of the At Ilegst We achieved an EBIT of €3,677 million. Page 24
operating divisions €3,903 million
Dividend per share to be increased annually or at least to At least The Boalrd of Execunvg I;)wectors and the Supervisory
X X , Board will propose a dividend payment of €1.70 per Page 18
remain at the previous year’s level €1.95 :
share at the Annual Meeting.
EBITDA margin of 18% by 2012 18% 14.6% Page 36
Environment, safety and product stewardship
2020 Goals Goals Status at year-end 2009 More on
Energy and climate protection
Emissions of greenhouse gases per metric ton of sales o= o
product’ (baseline 2002) g2l +0.1% page 92
Improvement of energy efficiency in production o
h | 79
processes' (baseline 2002) e +15.7% page 93
Stop the flaring of associated gas that is released during o
- ; - | 9
crude oil production by Wintershall (2012 goal) gz >95% page 92
Reduction in ions from ct | operations
(baseline 2002)
Emissions of air pollutants? -70% I -63.5% page 99
Emissions to water of page 95
Organic substances? -80% I -79.7% page 95
Nitrogen? -80% — -83.9% page 95
Heavy metals? -60% — -61.4% Page 95
Distribution safety (baseline 2003)
Reduction in transportation accidents -70% I -57.0% page 99
Product stewardship
Review of all products that are sold worldwide by BASF
in quantities of more than 1 metric ton per year, based on >99% I >23% page 101
a risk assessment

' Excluding oil and gas production
2 Assuming comparable product portfolio

*All statements related to the achievement of our goals include the effects of the acquisition of Ciba Holding AG on April 9, 2009.

EBITDA margin

2012 Goal: 18% (minimum =14%)

14.6%

Energy efficiency

Improve energy efficiency in production processes

Baseline year 2002 (2020 Goal: +25%)

+16%
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To our Shareholders

Our goals —
Employees and society
2020 Goals Goals Status at year-end 2009 More on
Occupational safety (baseline 2002)
Reduction in lost time injury rate —80% I -46.5% page 89
per million working hours
Health protection (baseline 2004)
Reduction in cases of occupational diseases -80% +5.0% page 89
. . Status at
Senior executives Long-term Goals year-end 2009 More on
. . . . Increase in the proportion of non-German senior o
International proportion of senior executives executives (baseline 2003: 30%) 32.7% page 88
. . . - Increase in the proportion of female senior executives o
Women in senior executive positions (baseline 2003: 5.2%) 6.5% page 88
Senior executives with international experience Propoﬁmn i Sl Ceufies Wil (ismeieie! 76.8% page 88
experience over 70%
Leadership feedback 2008 Goal
Mandatory leadership feedback for senior executives 80% of senior executives have taken part in the Management tool
worldwide standardized leadership feedback process successfully page 87
introduced
Employee survey 2009 Goal
Survey carried out,
Global employee survey Implement a global employee survey for the BASF Group more than 1,500 page 86

follow-up measures
introduced

Occupational safety

Lost time injury rate per million working hours
Baseline 2002 (2020 Goal: —-80%)

—46%

Senior executives with international experience

%

13
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To our Shareholders
L— Strategy and values

Strategy and values

We aim to remain the world’s leading chemical company
in the future. In order to grow profitably in the long term,
we are committed to operational excellence, innovation
and investment in growth markets. Our actions are
guided by sustainability. Our guidelines and principles
summarize how we intend to achieve corporate goals and
to establish and implement our values within the
company.

Our business focuses on the global challenges of the future.
With this in mind, we concentrate our research and commercial
focus on innovative business areas and invest in growth mar-
kets at an early stage. Strategic partnerships with important
cooperation partners help us to tap into these areas and mar-
kets. We benefit from our broad portfolio, operational excellence
and solid financing. One of our greatest strengths is the moti-
vation and expertise of our global team. Our human resources
policy therefore focuses on BASF’s long-term competitiveness,
and is complemented by programs to address demographic
change and our attractiveness as an employer as well as
increased emphasis on internationality and diversity.

-+ For more on strategic partnerships, see pages 73, 76 and 115;
for more on our human resources policy, see page 85 onward

Innovative strength as a success factor

We distinguish ourselves from our competitors through innova-
tion. Therefore, even in a difficult economic environment, our
investment in research and development remains consistently
high. We also rely on cooperation with universities, customers
and industry partners. We work on solutions for global chal-
lenges, focusing particularly on future markets and technolo-
gies with high growth potential. These include energy manage-
ment, raw material change, nanotechnology, plant biotechnology
and white biotechnology.

-+ For more on research and development, see page 31 onward

Strategies for value-adding growth

— Maintain high level of investments in research and
development, even in a difficult economic environment

— Global research cooperations

— Innovative business areas

— Align business models with market requirements

— Restructuring and cost cutting

— Strategic partnerships

— Active portfolio management

BASF Report 2009

Regional strategies
Asia

We develop strategic focuses for regions.
In 2009, BASF released its Asia Pacific Strategy 2020.

-+ For more on the Asia Pacific Strategy, see page 83

Boosting efficiency

We are continuing to intensify our restructuring and cost-cut-
ting processes. For our crisis management in 2009, this meant
adapting production to reduced demand, being disciplined with
regard to costs and expenditures and using flexible working time
arrangements. Thanks to our NEXT program to increase effi-
ciency, we were able to save approximately €300 million in 2009.
From 2012, we anticipate that NEXT will contribute more than
€1 billion to earnings per year.

- For more on our measures to increase efficiency, see page 37
onward and pages 82 to 84

Active portfolio management

We increase our competitiveness through active portfolio man-
agement. To become even more cyclically robust, we are
expanding our portfolio of specialty chemicals. A further step in
this direction was the acquisition of the Swiss company Ciba
Holding AG: The Ciba businesses strengthen our value-adding
chain, making BASF one of the leading suppliers of specialty
chemicals. We adopted a sector-specific approach to the inte-
gration of Ciba, with a focus on customer industries.

In 2009, we also strengthened our portfolio through dives-
titures. We divested businesses and plants that could not be
optimally developed within our structures. These included the
process catalysts production site in Nanjing, China, as well as
the polystyrene business in Brazil and the styrene monomer site
in Ulsan, South Korea. » For more on divestitures, see page 156

Our positioning

BASF is the world’s leading chemical company. We offer
intelligent solutions with innovative products and tailor-
made services. We create opportunities for success through
reliable partnerships based on trust.
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Our four strategic guidelines

We earn a premium on
our cost of capital

The prerequisite for long-term success is earning a pre-
mium on our cost of capital. In 2009, despite the severe
economic crisis and €785 million in one-off integration
costs related to the Ciba integration, we just narrowly
missed this goal.

-+ For more on the implementation of this guideline,
see page 24

We help our customers
to be more successful

We must recognize what our customers need tomorrow.
As a reliable partner, we work with customers to devel-
op solutions that will meet their individual needs and
strengthen their competitiveness. To do this, we operate
where our customers are — in all the world’s important
markets.

-+ For more on the implementation of this guideline,
see pages 28, 48, 55, 60, 67 and 73

Our values

Our actions are guided by clearly defined values and standards

of conduct. These define how we intend to achieve our goals

and they go beyond formal compliance with laws and regula-

tions. Responsible conduct helps us strengthen our credibility

and foster the trust of our stakeholders. As a globally operating

company, we act in accordance with internationally recognized

standards:

— The ten principles of the U.N. Global Compact

— United Nations’ Universal Declaration of Human Rights and
both U.N. Covenants on Human Rights

Strategic guidelines
Our four strategic guidelines form the basis of our activities:

— We earn a premium on our cost of capital

— We help our customers to be more successful
— We form the best team in industry

— We ensure sustainable development

To our Shareholders
Strategy and values —

We form the best team
in industry

We want to recruit, support and retain the best employees.
That is why we invest in our employees’ development and
help them balance work and family life. With our Diversity
+ Inclusion initiative, we promote teams that create value
with their diverse backgrounds and experiences.

-+ For more on the implementation of this guideline,
see page 85 onward

We ensure
sustainable development

For us, sustainable development means combining eco-
nomic success with environmental and social responsi-
bility. We have anchored sustainability in our corporate
strategy and organization: With sustainable products
and services, we create competitive advantages for both
BASF and our customers.

-+ For more on the implementation of this guideline,
see page 25 onward

— The International Labor Organization’s (ILO) eight core labor
standards and Tripartite Declaration of Principles concerning
Multinational Enterprises and Social Policy (MNE Declaration)

— The OECD Guidelines for Multinational Enterprises

— The Responsible Care® Global Charter

— The German Corporate Governance Code

The basic values and guidelines we apply throughout the Group

reflect these standards and govern our conduct. Our six basic

values are: sustainable profitable performance; innovation for
the success of our customers; environmental protection,
health and safety; personal and professional competence;
mutual respect and open dialogue; and integrity. Each of these

Our basic values

— Sustainable profitable performance

— Innovation for the success of our customers
— Environmental protection, health and safety
— Personal and professional competence

— Mutual respect and open dialogue

— Integrity

15
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To our Shareholders
L— Strategy and values

values is complemented by binding principles that specify how
we want to implement our values and standards in day-to-day
business. Observance of our basic values and principles is an
integral element in the annual target agreements of all senior
executives in the BASF Group. 9

-+ For more on the instruments we use to anchor our values in day-to-
day business activities, see the chapters Sustainability management
from page 25 onward and Environmental and safety management
from page 97 onward

-+ For more on values, see basf.com/values

Code of Conduct and compliance

Binding standards of conduct ensure that our values are perma-
nently established in day-to-day business activities. The frame-
work for this is our corporate governance system, which encom-
passes the management and monitoring of the company. The
system includes organizations, commercial principles and guide-
lines, as well as internal and external control and monitoring
mechanisms. The value “integrity” is the foundation of our Com-
pliance Program. For us, compliance means the duty to comply
with laws and internal corporate directives.

Based on our Group-wide basic values and principles, our
Group companies have also created codes of conduct for indi-
vidual countries, taking into account the local laws and customs.
These codes of conduct are binding for all employees in the rel-
evant countries and must be explained and incorporated in daily
business operations. Compliance training for all employees
worldwide is an important prerequisite for successful implemen-
tation of the codes of conduct. Furthermore, employees have a
number of options if they want to ask questions or seek advice
and help: They can contact their supervisors, our legal and
human resources departments and our compliance hotline.

-+ For more on the Compliance Program, see page 120 onward

Basis for our actions

— Values, principles and instruments with which we
integrate sustainability in the company

— Values go beyond formal compliance with laws and
regulations

— Instruments and monitoring systems to pursue and
evaluate the implementation in day-to-day business
activities

BASF Report 2009

Global standards

With global standards, we set clear rules and monitor our
performance with respect to environmental, health and safety
management through regular audits. We support the global
Responsible Care® initiative and set ourselves ambitious environ-
mental, health and safety goals.

The working conditions of our employees are, at minimum,
in compliance with internationally recognized labor standards
and the laws of the countries we operate in. Compliance with
the ILO’s core labor standards is mandatory for us worldwide.
This includes the prevention of child labor and forced labor,
adherence to the principle of non-discrimination in the work-
place, the right to freedom of association and assembly, and
the right to collective bargaining. This applies provided national
law does not explicitly prohibit adherence to the ILO core labor
standards. When we align labor and social standards with local
conditions, we comply with the national industry standard. We
are committed to the following principles:

- performance-related compensation based on global princi-
ples and in line with the market; remuneration that, at the very
least, meets the legal minimum wage; employee participation
in the company’s success;

—an appropriate limit to the maximum number of working
hours;

— regular paid vacation;

— social security for our employees;

— good-faith relationships with elected employee representa-
tives.

To ensure that we uphold these voluntary commitments, we
have implemented a global monitoring system for labor and
social standards. ®

-+ For more on monitoring instruments, see page 26; for more on envi-
ronmental and safety management, see page 97 onward; for more
on occupational safety and health protection, see page 89; for more
on product stewardship, see page 101 onward

-+ For more on human rights, see basf.com/humanrights

Global standards

— Global monitoring system for labor and social standards
implemented

— Regular audits on environment, health and safety

— Support of the Responsible Care initiative
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BASF on the capital market

To our Shareholders
BASF on the capital market —

High dividend yield, above-average share performance

After a significant decline in 2008, the BASF share price
recovered continuously from the end of the first quarter
of 2009. At year-end, BASF’s share performance signifi-
cantly outperformed the most important benchmark
and industry indices. We stand by our ambitious dividend
policy, even in very difficult economic times: We offer
our shareholders a dividend of €1.70, which represents a
dividend yield of 3.91%. BASF has solid financing and good
credit ratings, especially compared with competitors in
the chemical industry.

Stock markets - recovery in 2009

High volatility and continued economic uncertainty character-
ized the stock markets in 2009. After a difficult start to the year,
with falling share prices, the market environment improved con-
tinuously from the end of the first quarter onward, so that the
values of key indices at the end of 2009 were significantly higher
than one year earlier.

Change in value of an investment in BASF shares 2009
(with dividends reinvested, indexed)

The BASF stock performed well in this environment, closing
at €43.46 per share at the end of 2009 - a significant
increase of 57% compared with year-end 2008. Assuming that
dividends were reinvested, a holding in BASF shares increased
by 67.3% in value (2008: —42.9%). The BASF stock thus outper-
formed the German and European stock markets: Over the
same period, the DAX 30 index rose by 23.9% while the
DJ EURO STOXX 50 index gained 25.5%. In 2009, BASF shares
also outperformed the global industry indices DJ Chemicals and
MSCI World Chemicals, which increased by 53.7% and 44.5%,
respectively.

The assets of an investor who invested the equivalent of
€1,000 in BASF shares at the end of 1999 and reinvested the
dividends in additional BASF shares would have increased to
€2,472 by the end of 2009. This average annual return of 9.5%
places BASF shares substantially above the corresponding
returns for the EURO STOXX 50 (-2.6%), DAX 30 (-1.5%) and
MSCI World Chemicals (5.0%).

JAN FEB MAR APR MAY JUN JuL AUG SEP OoCT NOV DEC
175 — - 175
150 — — 150
125 — - 125
100 — — 100
75 — - 75
50 — - 50

=== BASF share 67.3%

BASF on the capital market

— BASF share outperforms German and European
stock markets

— Continuous recovery of BASF’s share price from
the end of the first quarter

— Ambitious dividend policy, even in very difficult
economic times; dividend yield of 3.91%

— Proposed dividend of €1.70 per share

— DAX 30 23.9% MSCI World Chemicals 44.5%

Dividend per share' (€ per share)

195 1.95

1.70
1.50

1.00
0.85
065 065 070 0.70

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

" Adjusted for two-for-one stock split conducted in the second quarter
of 2008.
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L— BASF on the capital market

Long-term performance of BASF shares compared with indices
(average annual performance with dividends reinvested)

2004-2009 15.0%
7.0%

3.1%

7.5%

1999-2009 9.5%
-1.5%

-2.6%

5.0%

e
[—

M BASF DAX 30 EURO STOXX MSCI World Chemicals

Proposed dividend of €1.70 per share

At the Annual Meeting, the Board of Executive Directors and the
Supervisory Board will propose a dividend payment of €1.70 per
share. This means that, even in very difficult economic times,
we stand by our ambitious dividend policy and will pay out
€1.6 billion to our shareholders (based on the number of quali-
fying shares on December 31, 2009). Based on the year-end
share price for 2009, BASF shares offer a high dividend yield of
3.91%. We continue to aim to increase our dividend each year,
or at least maintain it at the previous year’s level.

Broad base of international shareholders

With around 460,000 shareholders, BASF is one of the largest
publicly owned companies with a high free float. An analysis of
the shareholder structure carried out in September 2009,
showed that, at 19% of share capital, the United States and Can-
ada made up the largest regional group of institutional inves-
tors. Institutional investors from Germany made up 12%. Share-
holders from the United Kingdom and Ireland hold 10% of BASF
shares, while institutional investors from the rest of Europe hold
a further 17% of capital. Around 28% of the company’s share
capital is held by private investors, most of whom are residents
in Germany.

BASF in sustainability indices

— BASF again included in the most important
sustainability indices

— DJSI World: special recognition for BASF’s climate
protection strategy and risk management

— CDLI: BASF ranked first in the materials sector,
making it one of the top performers in the CDLI

BASF Report 2009

Shareholder structure (by region)

17 Germany 40% 5

Z United States/Canada 19% ;
3 United Kingdom/Ireland 10% 4

T Rest of Europe 17%

57 Rest of the world 4%

6 Unidentified 10% :

Employees becoming shareholders

In many countries, we offer share purchase programs to encour-
age our employees to become BASF shareholders. In 2009,
these enabled more than 20,800 employees (2008: 19,400
employees) to purchase employee shares worth over €33 mil-
lion (2008: €44 million).

-+ For more on employee share purchase programs, see page 88

BASF in key sustainability indices

BASF was included in the most important sustainability index
worldwide, the Dow Jones Sustainability World Index (DJSI
World), for the ninth year in succession. We received special
recognition for our climate protection strategy and our risk
management.

Additionally, in September, the international investor group
Carbon Disclosure Project again included BASF in the presti-
gious Carbon Disclosure Leadership Index (CDLI). We ranked
first among companies in the materials sector, making us one
of the top performers in the CDLI. The CDLI includes compa-
nies that excel in addressing climate change and in the trans-
parency of their reporting in this area. The Carbon Disclosure
Project represents 475 institutional investors, with over $55 tril-
lion in assets under management.

-+ For more on the key sustainability indices, see
basf.com/sustainabilityindices

Percentage of BASF shares in important indices
as of December 31, 2009

DAX 30 7.5
DJ STOXX 50 1.6
DJ EURO STOXX 50 25
DJ Chemicals 7.4

MSCI World Index 0.26
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Good credit ratings and solid financing

With “A+/A-1/outlook negative” from rating agency Standard &
Poor’'s and “A1/P-1/outlook stable” from Moody’s, BASF has
good credit ratings, especially when compared with competi-
tors in the chemical industry. Thanks to our solid financial posi-
tion, we continued to have unrestricted access to international
financial and capital markets in 2009.

From the beginning of 2009, BASF issued medium and
long-term bonds and promissory notes worth over €4.4 billion
to finance the acquisition of Ciba and to optimize our financing
structure. At year-end, the financial indebtedness of the BASF
Group was €14.8 billion with a liquidity of €1.8 billion. Around
84% of financial indebtedness has a maturity of more than one
year. As of December 31, 2009, short-term commercial paper
in the value of approximately $0.5 billion was outstanding.

- For more on financial indebtedness and maturities, see Notes to the
Consolidated Financial Statements on page 184

Analysts’ recommendations

Around thirty financial analysts regularly publish reports on
BASF. At the end of 2009, 65% of these analysts had a buy rat-
ing for our shares (end of 2008: 48%) while 19% of analysts rec-
ommended holding our shares (end of 2008: 28%), and 16%
had a sell rating (end of 2008: 24%). On December 31, 2009,
the average target share price according to analyst consensus
estimates was €42.73.

-+ For analysts’ current estimates for BASF, see basf.com/share

Close dialogue with the capital markets

Our corporate strategy aims to create sustainable value.
We support this strategy through regular and open communi-
cation with all capital market participants. To keep institutional
investors and rating agencies informed, we host numerous
individual meetings and roadshows worldwide. We also hold
events to provide private investors with an insight into the
world of BASF.

Solid financing

— BASF Group’s financial indebtedness €14.8 billion at
the end of 2009, of which around 84% has a maturity
of more than one year

— Bonds and promissory notes totaling over €4.4 billion
issued to finance the acquisition of Ciba and optimize
BASF'’s financing structure

— Liquidity at year-end 2009: €1.8 billion

To our Shareholders
BASF on the capital market —

As 2009 was a difficult financial year, it was very important to
us to maintain close contact with our investors. We therefore
held a series of roundtable discussions aimed at giving our
investors in various cities (Ludwigshafen, Frankfurt, London,
New York and Boston) comprehensive information about cer-
tain key areas of our business. For example, members of our
Board of Executive Directors gave investors an insight into our
strategy in Asia. It is important to us that analysts and investors
have direct contact with BASF management as we feel
that investors should get to know the people who lead our
businesses.

We were also able to strengthen our relationships with
investors who base their investment decisions on sustainability
criteria. We held our first dedicated investor day for this target
group to discuss issues such as climate protection and energy
efficiency.

We also implemented several suggestions from our inves-
tors to further improve our external reporting. As a result, for the
first time, we also included adjusted earnings per share in our
interim report for the first half of 2009. In November 2009, we
started publishing a dynamic analyst consensus on our website
that is updated whenever there is a new analyst estimate.

Analysts and investors have confirmed the quality of our
communication work — and have ranked BASF Investor Rela-
tions as the number one on many occasions. In June, BASF
won the Investor Relations Award from the business magazine
Capital for the third time in succession. In this ranking, around
400 analysts and fund managers ranked BASF first among
EURO STOXX 50 companies. BASF also took first place in the
chemical sector in the Pan-European IR Excellence Awards
2009, presented by Thomson Extel, for the sixth time in suc-
cession. At the IR Society’s Best Practice Awards, which rec-
ognizes the best investor relations teams in Europe, BASF took
first place in three categories for the first time, including for best
annual report and for the sustainability communication within
the report.

Investor Relations

Can be contacted at

— Phone: +49 621 60-48230

— E-mail: investorrelations@basf.com
— Internet: basf.com/share

The Investor Relations team’s newsletter keeps
you informed about current BASF topics and acts
as a useful reminder for important BASF dates.
Register at basf.com/share/newsletter
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Key BASF share data’

BASF Report 2009

2005 2006 2007 2008 2009

Year-end price € 32.36 36.93 50.71 27.73 43.46
Year high € 32.67 37.12 50.81 52.41 43.95
Year low € 25.06 29.49 35.98 19.95 20.71
Year average € 28.57 32.41 445 38.88 31.62
Daily trade in shares?

— million € 154.0 198.6 298.3 282.1 157.4
- million shares 5.4 6.2 6.7 7.3 5.0
Number of shares December 313 million shares 1,028.80 999.4 956.4 918.5 918.5
Market capitalization December 31 billion € 33.3 36.9 48.5 255 39.9
Earnings per share € 2.87 3.19 4.16 3.13 1.54
Dividend per share* € 1.00 1.50 1.95 1.95 1.70
Dividend yield® % 3.09 4.06 3.85 7.03 3.91
Payout ratio % 34 46 45 62 111
Price-earnings ratio (P/E ratio)® 1.3 11.6 12.2 8.9 28.2
 All values adjusted for two-for-one stock split conducted in the second quarter of 2008.
2 Average, Xetra trading
3 After deduction of shares earmarked for cancellation
4 Adjusted for special items and the amortization of intangible assets, earnings per share amounted to €3.01 in 2009 (2008: €3.85).
5 Based on year-end share price

Further information

Securities code numbers International ticker symbol

Germany 515100 Deutsche Borse BAS
Great Britain 0083142 London Stock Exchange BFA
Switzerland 323600 Swiss Exchange AN
United States (CUSIP-Number) 055262505

ISIN International Stock Identification Number DEO0005151005
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BASF employees Hans Vetter and Thorsten Lehr at the Technical Center for Neopor: This
insulating material is based on especially strong BASF patent families.

Creasedenergy efficiencylfor thes ank day€are center: daycare manager Sabinée

Holznagel and construction/engineer Matthias Kuhn at the building site in Wolgast.
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VALUE FOR BASF

First place in Patent Asset
Index

Patents form a crucial foundation for our
long-term competitiveness. The Patent
Asset Index™ compares patent portfolios
worldwide and is a transparent indicator
for a company’s innovative strength. In
2009, BASF was ranked first in the index,
which was developed at the Otto Beisheim
School of Management (WHU) near
Koblenz, Germany. For example, our
product Neopor® — plastic granules used
in insulating materials — is based on par-
ticularly strong patent families. Due to the
continuously rising demand for energy-
efficient building materials, BASF increased
Neopor production capacity in Ludwigs-
hafen by 70,000 metric tons annually in
20009.

VALUE FOR SOCIETY

Strong insulating materials
save energy and cut costs

Insulating materials made from BASF
products can save heating costs and
increase the value of buildings for home-
owners in an environmentally friendly way.
Our insulating material Neopor, for exam-
ple, contains graphite particles that reflect
thermal radiation. This enables them to
reduce heat loss and helps to save
energy. An increasing number of public
buildings are also benefiting from this:

As part of a project run by the German
Energy Agency, for example, the Anne
Frank daycare center in Wolgast, Ger-
many, is being turned into a low-energy
building using Neopor and other BASF
construction products.

-+ For more on climate protection, see page 91
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L— The BASF Group — Markets, structures and organization

Markets, structures and organization

BASF Report 2009

The world’s leading chemical company — The Chemical Company

Around 105,000 employees of the BASF Group help to
make customers from nearly all sectors and almost
every country in the world become more successful. Our
portfolio ranges from oil and gas to chemicals, plastics
and specialties such as crop protection products.

Markets and sites

BASF has subsidiaries in more than eighty countries and sup-
plies products to a large number of business partners in nearly
every part of the world. In 2009, we achieved 56% of our sales
with customers in Europe, of which 21 percentage points were
in the Oil & Gas segment. In addition, 19% of sales were gener-
ated in North America; 17% in Asia Pacific; and 8% in South
America, Africa, Middle East. We operate six Verbund sites and
approximately 380 other production sites worldwide. Our Ver-
bund site in Ludwigshafen is the largest integrated chemical
complex in the world that belongs to a single company. This was
where the Verbund concept was developed and optimized be-
fore it was applied to other sites around the world. The Verbund
concept also includes an Energy Verbund and a Know-How Ver-
bund. In the latter, know-how is shared among BASF employ-
ees worldwide. Expert knowledge is pooled in our technology
platforms and Competence Centers.

-+ For more on the Verbund concept, see basf.com/verbund
and pages 31 and 94

Organization of the BASF Group

BASF’s six business segments contain 14 divisions which bear
the operational responsibility and manage our 72 global and
regional business units. These in turn develop strategies for our
80 product lines and are organized according to sectors or prod-
ucts. The divisions in the Performance Products segment were
restructured as of April 1, 2009.

-+ For more on the Ciba integration, see page 58 onward and the Notes
to the Consolidated Financial Statements from page 154 onward

The BASF Group

— Six Verbund sites and approximately 380 other
production sites worldwide; around 105,000 employees

— BASF has subsidiaries in more than 80 countries

— Ludwigshafen is the largest BASF Verbund site
and where the Verbund concept was created

— Verbund: Production plants linked intelligently to save
resources and energy; Know-How and Research Verbund

Energy Verbund
Efficient use of resources

Value for BASF
up to

1 5 million
| metric tons

of oil equivalent saved
per year

Value for the environment

3 4 million
] metric tons

reduction in CO, annually

Value for BASF In BASF’s Energy Verbund, production
and energy needs are intelligently linked so that heat from
production processes can be used as energy in other
operations, thus saving both primary resources and costs.

Value for the environment With the Energy Verbund,
BASF reduces the use of fossil fuels and thereby also
lowers CO, emissions.

Our regional divisions contribute to the local development of
BASF’s business and help to exploit market potential. They are
responsible for optimizing the infrastructure for our business.
For reporting purposes, the divisions are grouped into the fol-
lowing four regions: Europe; North America; Asia Pacific; and
South America, Africa, Middle East.

Three central divisions, five corporate departments and nine
Competence Centers provide Group-wide services such as
human resources, research, engineering, finance, investor rela-
tions and communication.

Corporate legal structure
BASF SE is headquartered in Ludwigshafen, Germany, and takes
the central role as the largest operating company in the BASF
Group. Directly or indirectly, it holds the shares in the companies
that belong to the BASF Group.

Organization of the BASF Group

- Segments contain divisions that manage our global
and regional business units

— Regional divisions optimize the infrastructure and
support operations

— Corporate divisions and departments as well as
Competence Centers provide Group-wide services

- Reorganization of the divisions in the Performance
Products segment
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The majority of BASF Group companies cover a broad spectrum
of our business. Some concentrate on specific business areas,
such as BASF’s subsidiary Wintershall. In the BASF Group
Consolidated Financial Statements, 326 companies including
BASF SE are fully consolidated. We consolidate 19 joint ventures
with one or more partners on a proportional basis. We also
include 17 companies using the equity method.

-+ For more on the scope of consolidation, see the Notes to the
Consolidated Financial Statements from page 151 onward

BASF Sites
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Corporate legal structure

— BASF SE, headquartered in Ludwigshafen, is the
largest operating company

— 326 companies consolidated in the Consolidated
Financial Statements; 19 joint ventures included on
a proportional basis

— 17 additional companies included using the
equity method

Selected production sites

Management’s Analysis
The BASF Group — Markets, structures and organization —

Compensation report and disclosures in
accordance with section 315 (4) German
Commercial Code

-+ The compensation report can be found from page 126 onward, and the
disclosures required by takeover law from page 121 onward. They form
part of the Management’s Analysis audited by the external auditor.
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Most important research sites

— Europe: Ludwigshafen, Basel, Minster, Trostberg,
Lemforde

— North America: Research Triangle Park, Iselin,
Wyandotte, Tarrytown

— Asia Pacific: Shanghai, Singapore, Chandivali

— South America, Africa, Middle East: Guaratingueta
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Value-based management

We earn a premium on our cost of capital

“We earn a premium on our cost of capital” is one of the
four pillars of our strategy. To create value and survive
in the long term, a company’s earnings must exceed the
costs of stockholders’ equity and debt capital. To secure
BASF’s sustainable success, we encourage all employ-
ees to think and act entrepreneurially within the frame-
work of our value-based management concept. Our goal:
to create awareness about how every employee can find
value-oriented solutions and implement these in an
efficient and effective manner in day-to-day business.

EBIT after cost of capital

Earnings before interest and taxes (EBIT) after cost of capital is
the key performance and management indicator for our oper-
ating divisions and business units. With this figure, we deter-
mine whether BASF’s shareholders and creditors receive a
suitable return on the capital they provide. The BASF Group
creates added value only when EBIT at least covers the cost
of capital.

Calculation of the cost of capital percentage
The cost of capital percentage depends primarily on three
factors:

— the capital structure of the BASF Group
— the level of interest rates on debt, and
— the return expected by shareholders.

Borrowing costs comprise interest payments for bank loans and
liabilities to the capital markets. The cost of equity corresponds
to the returns expected by providers of equity. This is deter-
mined by the market value of BASF shares and with the help of
the Capital Asset Pricing Model (CAPM).

EBIT after cost of capital (million €)
Five-year summary’
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An EBIT threshold is determined based on the cost of capital
and income taxes. The BASF Group’s operating units need to
reach this threshold in order to earn the cost of capital. The cost
of capital percentage is the relationship between this minimum
EBIT level and the BASF Group’s operating assets. In 2009, the
cost of capital percentage was 9%; in 2010, we expect it will be
at the same level.

Value-based management throughout the company
Value-based management is only successful if it is firmly rooted
in the company and rigorously applied. For us, value-based
management is therefore the daily value-based actions of all our
employees. In accordance with our four strategic guidelines, we
have identified value drivers — factors that show how each
individual business unit can create value. We develop key
figures for the individual value drivers that help us to plan and
pursue changes.

An important factor in ensuring the successful implemen-
tation of value-based management is achieved by linking the
goals of BASF to the individual target agreements of employ-
ees. In the operating units, EBIT after cost of capital is the most
important performance indicator. In contrast, the highest
priority in the functional units is placed on value contribution,
evaluated on the basis of effectiveness and efficiency.

On the basis of our value-based management concept, all
employees can make a contribution in their business to help
ensure that we earn a premium on our cost of capital. Around
the world, we raise awareness of this topic among our team
through numerous training programs, thereby promoting more
entrepreneurial thinking at all levels within BASF.

Calculation of EBIT after cost of capital (million €)

2009 2008

2009 (226) d EBIT BASF Group 3,677 6,463

2008 1,621 less EBIT for activities not assigned to the segments’ (627) (930)
2007 2,895 less noncompensable foreign income taxes for oil

2006 2,126 production 870 1,851

2005 2,354 less cost of capital? 3,660 3,921

EBIT after cost of capital (226) 1,621

' Since January 1, 2008, Group corporate costs are no longer allocated to the
segments, but rather reported under “Other”. The previous years’ figures were
not adjusted.

' The projected net expense is already provided for by an increase in the cost of capital percent-
age. The previous year’s value was not adjusted to reflect the changes to the segment structure.
2 1n 2009, the cost of capital percentage was 9% compared with 10% in the previous year.
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Management’s Analysis
The BASF Group — Sustainability management —

Minimizing risks, creating new business opportunities

Sustainability is firmly rooted in our company, both
strategically and organizationally, and is therefore a
responsibility that cuts across the entire structure of
BASF. As an integral part of our value-based manage-
ment, sustainable development helps us minimize risks,
enhance the existing business and create new business
opportunities.

With sustainability management, BASF is implementing its

strategic guideline “We ensure sustainable development.” As

part of this, we:

— identify and develop sustainability topics that are relevant
to the future,

— implement and monitor environmental, safety and social
standards,

- nurture good long-term relationships with customers and
suppliers, and

— conduct open dialogue with relevant stakeholders.

To take advantage of business opportunities, we offer products
that have economic and ecological benefits and provide
sustainability services to customers. In this way, we use sus-
tainability to create value — for BASF and for society.

Sustainability management structures

Sustainability organization

Our globally responsible Sustainability Council ensures that the
BASF Group acts in accordance with the principles of sustain-
able development. The Council comprises nine heads of func-
tional, operating and regional divisions. The Chairman of the
Council is Board member Dr. Harald Schwager. The Sustain-
ability Council advises the Board of Executive Directors on
decisions concerning sustainability. It also issues globally valid
Group directives and is the central decision-making body for all
relevant sustainability topics. For example, in 2009, it advised
on the establishment of the social business BASF Grameen Ltd.
in Bangladesh, and defined criteria for environmental protection
and social responsibility in the innovation process. The Sustain-
ability Council is supported by regional steering committees in
Europe, North and South America and Asia. They identify key
regional topics, initiate the corresponding projects, and imple-
ment global decisions locally. The steering committees are
assisted by task-specific project teams, which can be made up
of employees from operating units. Our Sustainability Center
coordinates between the Sustainability Council, regional net-
works and operating units regarding the implementation of the
strategy in day-to-day business. In addition, the Center serves
as a point of contact for external stakeholders. The worldwide

Sustainability Council
Chairman: Dr. Harald Schwager (Member of the Board of Executive Directors)
Heads of operating, functional and regional divisions

Environment, Human ﬁf;t:iilc& Performance . Dispersions & e B Region Region
Health & Safety Resources 9 Polymers Pigments 9 P North America Asia Pacific
Controlling
Sustainability Center
Regional steering committees
Europe South America North America Asia Pacific

Sustainability strategy

— Implementation of the strategic guideline “We ensure
sustainable development”

— Responsibility that cuts across the entire structure of
BASF and a component of value-based management

— Minimize risks and create new business opportunities

— Open dialogue with stakeholders

- For information on value-based management, see page 24

Sustainability organization

— Global Sustainability Council issues worldwide guidelines
and advises the Board of Executive Directors on
important decisions regarding sustainability

— Regional steering committees for sustainability

— Issues in 2009 included criteria for environmental protec-
tion and social responsibility in the innovation process as
well as the establishment of a social business
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BASF Responsible Care network implements requirements in
the areas of environment, health and safety.

-+ For more on social business, see basf.com/socialbusiness

Identifying future topics

We endeavor to identify and consider important topics related
to sustainable development at an early stage. We regularly
analyze sustainability issues with regard to their relevance for
society and their significance for BASF. We aim to identify
topics that could, currently or in the future, present a risk or
opportunity for our business. We use the results of this issue
management to initiate long-term change processes within the
company, to define goals for developing our portfolio and to
specify focus points for reporting.

One example is the topic of water: Water availability and
quality are global challenges of the future. We are currently eval-
uating the significance of this issue for BASF and examining the
sustainability of the water supply at our sites. In 2009, we
expanded our portfolio of water treatment products.

-+ For more on our process for identifying sustainability topics, see
basf.com/materiality and page 2; for more on water, see page 95
onward

Monitoring tools

A range of systems help us to monitor whether our sites are in
compliance with our environmental, safety and social standards.
For example, for over 20 years, BASF has been conducting
internal audits around the world according to standardized
criteria on process safety, occupati