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On the cover: The One World Trade Center in New York. With a total height of 541 meters, this skyscraper demands a lot from the concrete used in its construction.
helps increase the material’s performance in order to reduce the environmental footprint of concrete production and conserve resources.

BASF’s Green Sense® Concrete



Chemicals Page 58

PlaStiCS Page 64

The Chemicals segment comprises our business with basic chemicals

and intermediates. Our portfolio ranges from solvents, plasticizers, glues
and electronic chemicals to starting materials for detergents, plastics, textile
fibers, paints and coatings, as well as for crop protection products and
pharmaceuticals. In addition to supplying customers in the chemical industry
and numerous other sectors, we also ensure that other BASF segments are
supplied with chemicals for producing downstream products.

Key data Chemicals (million €)

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 extremely versatile: As soft foams, for example, they improve car seats
and mattresses, and as insulating rigid foams they increase the energy
efficiency of refrigerators.

Key data Plastics (million €)

2012 2011 Change in %

2012 2011 Change in %

Sales 13,824 12,958 6.7 Sales 11,402 10,990 3.7
Thereof Inorganics 1,735 1,415 22.6 Thereof Performance Polymers 5,110 5,138 (0.5)
Petrochemicals 9,179 8,839 3.8 Polyurethanes 6,292 5,852 7.5
Intermediates 2,910 2,704 7.6 EBITDA 1,314 1,678 (21.7)
EBITDA 2,409 3,188 24.4) Income from operations
Income from operations before special items 873 1,203 (27.4)
before special items 1,717 244 @9.7) Income from operations (EBIT) 874 1,259 (30.6)
Income from operations (EBIT) 1,718 2,442 (29.6)

Performance Products r..-c:

Functional Solutions r...

Our Performance Products lend stability and color to countless everyday
items and help to improve their application properties. Our product portfolio
also includes vitamins and food additives as well as ingredients for pharma-
ceuticals and for hygiene, home and personal care items. Other products
from this segment improve processes in the paper industry, oil and gas
production, mining and water treatment. They can also enhance the efficiency
of fuels and lubricants, the effectiveness of adhesives and coatings, and the
stability of plastics.

Key data Performance Products (million €)

In the Functional Solutions segment, we bundle system solutions and
innovative products for specific sectors and customers, in particular for

the automotive, chemical and construction industries. Our portfolio
comprises automotive and industrial catalysts, battery materials, automotive
and industrial coatings and concrete admixtures as well as construction
systems such as tile adhesives and decorative paints.

Key data Functional Solutions (million €)

2012 2011 Change in %

2012 2011 Change in %

Sales 15,871 15,697 1.1 Sales 11,460 11,361 0.9
Thereof Dispersions & Pigments 3,677 3,509 4.8 Thereof Catalysts 6,184 6,380 3.1)
Care Chemicals 4,957 5,174 (4.2) Construction Chemicals 2,315 2,181 6.1
Nutrition & Health 1,959 1,862 5.2 Coatings 2,961 2,800 5.8
Paper Chemicals 1,634 1,623 0.7 EBITDA 894 921 (2.9)
Performance Chemicals 3,644 3,529 3.3 Income from operations
EBITDA 2,113 2,312 (8.6) before special items 561 559 0.4
Income from operations Income from operations (EBIT) 435 427 1.9
before special items 1,428 1,727 17.3)
Income from operations (EBIT) 1,286 1,361 (5.5

Agricultural Solutions .. s

Oil & GaS Page 84

Our crop protection products guard against fungal diseases, insects and
weeds, increase the quality of agricultural products and secure crop yields.
Our research in plant biotechnology concentrates on plants for greater
efficiency in agriculture, better nutrition, and use as renewable raw materials.

Research and development expenses, sales, earnings and all other data
pertaining to BASF Plant Science are not included in the Agricultural Solutions
segment; they are reported in Other.

As the largest German producer of oil and gas, we focus our exploration
and production 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 transport, storage and trading of
natural gas in Europe.

Key data Oil & Gas (million €)

2012 2011 Change in %

Sales 16,700 12,051 38.6

Key data Agricultural Solutions (million €) Thereof Exploration & Production 5,330 3,182 67.5

2012 2011 Change in % Natural Gas Trading 11,370 8,869 28.2

Sales 4,679 4,165 12.3 EBITDA 4,721 2,616 80.5
EBITDA 1,182 981 205 Income from operations

Income from operations before special items 4,104 2,111 94.4

before special items 1,037 810 28.0 Income from operations (EBIT) 3,904 2,111 84.9

Income from operations (EBIT) 1,026 808 27.0 Net income 1,201 1,064 12.9




BASF Group 2012 at a glance

Economic data

2012 2011 Change in %
Sales million € 78,729 73,497 71
Income from operations before depreciation and amortization (EBITDA) million € 12,516 11,993 4.4
Income from operations (EBIT) before special items million € 8,881 8,447 5.1
Income from operations (EBIT) million € 8,976 8,586 4.5
Income before taxes and minority interests million € 8,436 8,970 (6.0)
Net income million € 4,879 6,188 (21.2)
Earnings per share € BIS) 6.74 (21.2)
Adjusted earnings per share' € 5.71 6.26 (8.8)
Dividend per share € 2.60 2.50 4.0
Cash provided by operating activities million € 6,733 7,105 (5.2)
Additions to long-term assets? million € 5,397 3,646 48.0
Depreciation and amortization? million € 3,540 3,407 3.9
Return on assets % 14.6 16.1 -
Return on equity after tax % 20.4 275 -

' For further information, see page 51
2 Including acquisitions

Value added 20123

Use of value added
Creation of value added (Previous year’s figures in parentheses)

(Million €, previous year’s figures in parentheses)
(o) Employees
48.9% Gooo

1 Value added 18,619 (18,652)

2 Amortization 3,540 (3,407) L —— (o) Government
and depreciation 1 9 . 1 /O (14.5%)

3 Services purchased, 13,889 (12,656) Business Minority interests
energy costs and . performance 2 1 . 8% 2.2% )ty
other expenses 80,853 (76,701) ’

4 Costof raw 44,805 (41,986) 4 .09 Creditors
materials and 3 ! / (4.1%)

N merchandise 26 20/ Remaining for shareholders
. 0 (Dividend and retention)

(33.2%)

3 Value added results from the company’s performance minus goods and services purchased, depreciation and amortization. It shows the BASF Group’s
contribution to both private and public income as well as the distribution of this contribution among all stakeholders.

Innovation

2012 2011 Change in %

Research and development expenses million € 1,746 1,605 8.8

Number of employees in research and development as of December 31 10,542 10,126 4.1




Employees and society

2012 2011 Change in %
Employees as of December 31 113,262 111,141 1.9
Apprentices as of December 31 2,809 2,565 9.5
Personnel expenses million € 9,089 8,576 6.0
Annual bonus % of Group companies 97.5 93.7 41
Donations and sponsorship million € 49.2 48.7 1.0
Supply chain management and Responsible Care
2012 2011 Change in %
Number of on-site audits of raw material suppliers 210 206 2.0
Number of environmental and safety audits 112 97 15.5
Number of occupational medicine and health protection audits 42 35 20.0
Safety and health
2012 2011 Change in %
Transportation accidents per 10,000 shipments 0.24 0.18 33.3
Product spillages during transportation per 10,000 shipments 0.25 0.30 (16.7)
Lost time injuries per million working hours 1.7 1.9 (10.5)
Health Performance Index* 0.89 - -
4 For more information, see page 96; the Health Performance Index was newly defined in 2012.
Environment
2012 2011 Change in %
Primary energy usage® million MWh 61.5 63.8 (3.6)
Energy efficiency in production processes metric tons of sales product/MWh 0.589 0.6217 (5.2
Total water withdrawal million cubic meters 2,009 2,130 (5.7)
Withdrawal of drinking water million cubic meters 23 24 4.2)
Emissions of organic substances to water® thousand metric tons 21.6 24.3 (11.1)
Emissions of nitrogen to water® thousand metric tons 2.8 2.9 (3.4)
Emissions of heavy metals to water® metric tons 26 24 8.3
Emissions of greenhouse gases million metric tons of CO, equivalents 24.7 25.8 4.3)
Emissions to air (air pollutants)® thousand metric tons 31.6 34.48 (8.1)
Waste million metric tons 2.24 2.11° 6.2
Operating costs for environmental protection facilities million € 910 850 71
Investments in environmental protection million € 272 190 43.2

5 Primary energy used in BASF’s plants as well as in the plants of our energy suppliers to cover energy demand for production processes

8 Excluding emissions from oil and gas production
7 Deviation from Report 2011 due to reclassification of natural gas usage

®

©

Deviation from Report 2011 due to retroactive inclusion of emissions from a former Cognis site
Deviation from Report 2011 primarily due to retroactive inclusion of waste from construction activities at the Ludwigshafen site

T BASF Group 2012 ata glance T



Welcome to BASF - Our integrated corporate report presents both our financial and
sustainability reporting to shareholders and the interested public to inform them about
the 2012 business year.

We create chemistry for a sustainable future.

BASF combines economic success with environmental protection and social
responsibility, making a contribution to a better future. Through science and innovation,
we enable our customers in nearly every industry to meet the current and future needs
of society.

In the following photos, we show three examples of how BASF’s products and solutions
contribute to conserving resources, ensuring good nutrition and improving quality of life.

Resources, environment and
climate

From foundation to the tips of the
rotor blades — at every point on

a wind turbine, BASF products
help make the manufacture and
construction of new turbines more
efficient and their operation more
cost-effective.

Food and nutrition

Whether from puddles, rain barrels or
rivers — membranes made of BASF’s
plastic filter viruses and bacteria out
of dirty water and make it drinkable.
This is how our products help people

in water scarcity regions gain access
to clean drinking water.

Quality of life

Enjoy sunshine without regrets —
UV filters by BASF provide reliable
and long-lasting protection from
UV rays and aging of the skin.




Resources, environment and climate

For the more efficient
use of wind power

Modern wind turbines are exposed to tough weather conditions:
Whether wind, rain, hail, snow or heat — the power of nature puts
a strain on all components. BASF products help to make
constructing new turbines more efficient and operating them more
cost-effective: Mortars provide a lasting, solid bond between the
tower and foundation and lubricants make sure turbine engines
run reliably. Fiber-reinforced epoxy systems by BASF make rotor
blades robust and special foams ensure additional stability with
minimal weight. BASF coating systems protect rotor blades against
weather-related wear and tear. This is how wind turbines withstand
even rough weather on the high seas.

-+ For more, see pages 20 and 34
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Food and nutrition

For turning dirty water

into drinking water

In many regions, water is a scarce resource: Almost one billion
people worldwide do not have access to clean drinking water.
Membranes made from Ultrason® E 6020 P, BASF’s high-
performance plastic, filter viruses and bacteria out of the water
and make it drinkable. The company Vestergaard Frandsen uses
Ultrason® in its LifeStraw® Family water purification system.

This system converts large quantities of dirty water — for example,
from puddles, rain barrels or rivers — into drinking water entirely
without the use of electricity and can thus supply entire villages
with clean water.

-+ For more, see page 20, page 31 onward and page 104 onward






Quality of life

For skin that loves
the sun

A walk on a beautiful sunny day — BASF’s UV filters Uvinul® and
Tinosorb® protect against both UVA and UVB rays, and are easily
incorporated into sunscreens and personal care products.

They absorb harmful UV rays and turn them into harmless rays
of heat, allowing you to enjoy sunny days without regrets.

-+ For more, see page 20
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This report is also available in HTML
format and as a PDF download on
our website. Interactive tools enable
individual compilation of texts,
tables and diagrams, and quick
selection according to subject.

The direct link to the previous year’s
report makes it easier to compare
statements.



About this report

Integrated reporting

This integrated report documents BASF’s economic, environ-
mental and social performance in 2012. Using specific exam-
ples, we illustrate how sustainability contributes to BASF’s suc-
cess and how we as a company create value for employees,
business partners, shareholders, neighbors and the public.

Sustainability is the even balance between economy, environment
and society

About this report BASF Report 2012

Content and structure

The BASF Report combines our financial and sustainability
reporting and is addressed to readers interested in both areas.

In addition to our integrated corporate report, we publish
further information about sustainability issues online. Links to
this supplementary information are provided in each chapter.
Our sustainability reporting has been oriented toward the Global
Reporting Initiative (GRI) framework since 2003.

The information in the BASF Report 2012 also serves as a
progress report on BASF’s implementation of the ten principles
of the U.N. Global Compact and takes into consideration the
Blueprint for Corporate Sustainability Leadership — an action
plan initiated as part of the Global Compact LEAD platform.
The & symbol indicates information on the implementation of
the ten principles and the Blueprint for Corporate Sustainability
Leadership. If the symbol appears at the end of a chapter, the
entire content of the chapter is relevant. The GRI and Global
Compact Index from page 230 onward provides information on
GRIindicators for topics relevant to the Global Compact princi-
ples. An expanded overview is available online.

- The 2012 online report can be found at basf.com/report
-+ For more on sustainability, see basf.com/sustainability

- For more on the Global Compact, the implementation of the
Global Compact principles, Global Compact LEAD and Blueprint
for Corporate Sustainability Leadership, see
basf.com/globalcompact_e, www.globalcompact.org and
basf.com/gclead_e

-+ A short GRI and Global Compact index can be found on
pages 230 and 231; for a more comprehensive version, see
basf.com/gri_gc_e

S ssn<e,  Global Compact

S :W% EbaEC” . Global

\ ; \ ) “I ' Reporting
w w Initiative
WE SUPPORT PARTICIPANT

Overview

— BASF Report 2012 integrates our financial and sustainability reporting
— HTML version of the report online contains additional information and service features

— Further information on sustainability issues online

— Report serves as a progress report for the United Nations Global Compact
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Requirements and 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). Internal control mechanisms ensure the
reliability of the information presented in this report. BASF’s
management confirmed the effectiveness of the internal control
measures and compliance with the regulations for financial
reporting.

Our sustainability reporting is aligned with the international
guidelines (G3.1) of the Global Reporting Initiative (GRI) as well
as with the principles of the U.N. Global Compact and the Blue-
print for Corporate Sustainability Leadership. We want to iden-
tify and evaluate sustainability issues relevant for BASF at an
early stage. To this end, we engage in constant dialog with our
stakeholders. We evaluate and analyze sustainability issues
together with experts in our materiality analysis. We used this
analysis as the basis for identifying and prioritizing key topics
for the report in order to develop strategies well in advance for
dealing with potential opportunities and risks. The resulting
materiality matrix considers the degree of societal interest as
well as the significance of these issues for BASF. 9
-+ For more on the Global Reporting Initiative, see

www.globalreporting.org
-+ For more on our selection of sustainability topics, see
page 27 onward and basf.com/materiality

About this report

Data

All information and bases for calculation in this report are
based on national and international standards for financial
and sustainability reporting. All of the data and information for
the reporting period were sourced from the responsible units
using representative methods. The reporting period was the
financial year 2012. BASF Group’s scope of consolidation for its
reporting comprises BASF SE, the parent company, with its
headquarters in Ludwigshafen, Germany, as well as all of its
material subsidiaries. Jointly operated companies are included
on a proportional basis. Employees within the BASF Group
scope of consolidation as of December 31, 2012, are repre-
sented accordingly in the information contained in the chapter
Employees.

Our data collection methods for environmental protection
and occupational safety are based on the recommendations
of the European Chemical Industry Council (CEFIC). In the
Environment chapter, with its sections on Energy and Climate
Protection, Water, and Air and Soil, we report on approximately
98% of all emissions and waste from our production sites world-
wide and show around 98% of our worldwide energy and water
use. The emissions, waste, energy and water use of joint
venture companies are included pro rata, based on our stake.
We compile information on work-related accidents at all Group
company sites worldwide. Accidents at joint venture sites are
also compiled and reported in full. Further data on social
responsibility and transportation safety apply to all consolidated
Group companies, unless otherwise indicated. To make this
report as current as possible, we have included relevant infor-
mation available up to the editorial deadline of February 20, 2013.
The report is published each year in English and German.

-+ For more on emissions, see page 25 and from page 100 onward
-+ The Consolidated Financial Statements begin on page 144

Topics

— Financial reporting based on requirements of
International Financial Reporting Standards, German
Commercial Code and German Accounting Standards

— Sustainability reporting follows guidelines of the
Global Reporting Initiative

— Dialog with sustainability experts and stakeholders
regarding relevant topics

Data

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

— Data collection methods for environmental protection
and safety based on recommendations of the European
Chemical Industry Council

— Relevant information available up to editorial deadline of
February 20, 2013
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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 likewise audited financial statements of the BASF Group
companies.

The audit covers financial information as well as statements
and figures pertaining to sustainability, and was conducted
in accordance with the International Standard of Assurance
Engagements 3000, a pertinent standard for assuring sustain-
ability information. The additional content provided on the BASF
internet sites indicated in this report is not part of the informa-
tion audited by KPMG.

For the BASF Report 2012, the GRI confirmed that the
BASF Group’s sustainability reporting fulfills the expanded
GRI guideline 3.1 with the highest application level, A+. We thus
also comply with the German Sustainability Code.

-+ The Auditor’s Report can be found on page 145

-+ The Assurance Report on sustainability information in the BASF
Report 2012 can be found at basf.com/sustainability_information

-+ The GRI Statement can be found on page 232

External audit and evaluation

- Financial information as well as figures and statements pertaining to sustainability in the Consolidated Financial
Statements and Management’s Analysis audited by KPMG AG Wirtschaftsprifungsgesellschaft

— Audit also in accordance with assurance standards for sustainability reporting

— Level A+ in sustainability reporting confirmed by Global Reporting Initiative




To Our Shareholders

Letter from the Chairman of
the Board of Executive Directors 8

The Board of Executive Directors 10

BASF on the capital market 12

To Our Shareholders



8 To Our Shareholders

Letter from the Chairman of
the Board of Executive Directors

BASF Report 2012

Letter from the Chairman of the Board of Executive Directors

Dear Shareholder,

BASF maintained its good performance in 2012. We exceeded
the 2011 record levels in sales and income from operations. The
Oil & Gas and Agricultural Solutions segments achieved new
records, while development in our chemicals business was
weaker than we had anticipated at the beginning of the year.
Net income therefore did not match the previous year’s level.

For the chemical industry, 2012 was a mixed year: Growth in
worldwide chemical production (excluding pharmaceuticals)
slowed from 3.8% in 2011 to 2.6%. The emerging markets of
Asia showed markedly weak growth in the first half of the year.
The upswing in demand expected for the second half of the year
failed to materialize. In this environment, we were unable to
increase sales volumes in the chemicals business. At the same
time, raw material costs were higher than in the previous year.

For the capital markets, 2012 was a volatile, yet successful year
overall. The BASF share performed well, trading at €71.15 at the
end of December, 32% above the previous year’s closing price.
With dividends reinvested, BASF shares gained 37%, once again
significantly outperforming the German and European stock
markets as well as worldwide chemical industry indices.

For you, stability and reliability are especially important in times
like these. This is why we stand by our dividend policy: At the
Annual Shareholders’ Meeting at the end of April 2013, we will
propose a dividend increase of 4.0% to €2.60, representing a
dividend yield of 3.65%.

“Innovations lie at the core of
our competitiveness, and we
have lots of good ideas.”

A year of the “We create chemistry” strategy

We see excellent growth opportunities for the chemical indus-
try, and especially for BASF. More and more people are living
on this planet. They need more resources as well as more
and better nutrition — and they strive to improve their quality of
life. Chemistry creates the necessary preconditions for this and
helps to use natural resources more efficiently. Examples include
better automotive catalysts, lighter-weight vehicles, and crop
protection products that are even more effective and can thus
be applied more sparingly. In this report, you will find additional
innovations and products with which we aim to achieve sustain-
able growth by combining economic success with environmen-
tal protection and social responsibility. We have summed this
up in our corporate purpose: “We create chemistry for a sus-
tainable future.”

In order to even better fulfill the expectations of our customers
in emerging markets, we opened an Innovation Campus in
Shanghai in 2012. We are also investing in the development and
production of battery materials: High-performance and more
affordable batteries are the main requirements for increasing
electromobility. In the past year, we have acquired a range of
smaller battery chemical manufacturers, started producing
cathode materials in the United States, and reinforced our
research activities. We are aware that we will need persever-
ance to achieve market success.

We want to grow profitably with health products and functional
crop care. In 2012, we acquired Equateq, a U.K.-based pro-
ducer of highly concentrated omega-3 fatty acids, and made a
public takeover bid to the shareholders of Pronova, a producer
of omega-3 fatty acids headquartered in Norway. We were
already able to conclude this transaction by the end of January
2013. Highly concentrated omega-3 fatty acids are a growing
market worldwide that will benefit from increasing consumer
awareness of the positive effects of omega-3 products. In the
United States, we acquired Becker Underwood, a leading
provider of technologies for biological seed treatment and
biological crop protection products.

Plant biotechnology is an important element of feeding a grow-
ing world population. Yet there is a lack of acceptance in large
parts of Europe for the development and cultivation of geneti-
cally modified plants. We have therefore moved our plant bio-
technology activities from Europe to the United States.
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Dividend

€2.00

(+4.0%)

At the Annual Shareholders’ Meeting, we will
propose a dividend of €2.60 — an increase of
€0.10 compared with the previous year.

We have also set a course for further growth in the Oil & Gas
segment. Along with our successful exploration activities, we
have gained access to additional oil and gas reserves. We will
acquire shares in producing fields in the North Sea as part of
an asset swap with Statoil. We want to expand our cooperation
with Gazprom in oil and gas production in Western Siberia and,
in return, completely transfer our 50% share in the gas trading
and storage business to our longtime partner.

Growth track 2013

2013 will be a demanding year: We anticipate that the environ-
ment will remain volatile. The global economy is expected to
grow slightly faster than in 2012. Our goal is to grow once again
in 2013 and improve income from operations. We have under-
taken measures to align ourselves even more closely with our
customers and increase operational and technological excel-
lence, such as the optimization of our organization and segment
structure. We will also keep a tight rein on costs. With our STEP
program, we are improving our productivity and internal pro-
cesses in all divisions and regions. Starting at the end of 2015,
STEP is expected to contribute around €1 billion to earnings
each year.

Innovations lie at the core of our competitiveness, and we have
lots of good ideas. Therefore, we will once again increase our
research and development spending in 2013, after expenditures
of €1.7 billion in the past year.

Letter from the Chairman of
the Board of Executive Directors

We will also raise our capital expenditures in 2013, both in the
emerging markets as well as in Europe. There are new oppor-
tunities in North America, as well, where energy and raw mate-
rial costs have fallen drastically due to the production of shale
gas. This is an important factor for the chemical industry. In
Europe, the discussion surrounding shale gas is one-sided,
limited to an ecological perspective. In fact, Europe needs more
growth, and must improve its competitiveness. This requires a
balanced discussion of opportunities and risks — the current
energy policy does not provide the conditions for this.

There is great energy to be found in BASF. Our second global
survey showed that our employees have a strong sense of identi-
fication with the company. My heartfelt thanks go to them, for
our success is only possible through their competence and high
level of commitment.

| would also like to thank you for your trust in the past year.
I hope you will continue to place your trust in us. We innovate to
make our customers more successful, and we aim to generate
attractive yields for our shareholders. My colleagues and | are
working hard to achieve this.

Sincerely,

y Ay

Dr. Kurt Bock

To Our Shareholders 9
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The Board of Executive Directors

The Board of Executive Directors

Innovations for the future

- For more information on the Board of Executive Directors of BASF SE, see page 130 onward

1

We need innovations
to ensure a secure and
competitive supply

of energy and raw
materials.”

Dr. Harald Schwager

4

Our distinct focus

on key industries
allows for customized
innovations with which
we can fulfill customers’
requirements even
more quickly.”

Michael Heinz

BASF is one of the
most innovative
companies in the
world, thanks especially
to the creativity and
dedication of our
employees.”

Margret Suckale
Industrial Relations
Director

BASF Report 2012

1

Through innovations,
we aim to significantly
increase our sales to
customers in emerging
markets, which are
expected to comprise
45% of BASF Group
total sales by 2020.”

Dr. Martin Brudermiiller
Vice Chairman of the Board
of Executive Directors
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1

At BASF, sustainable
business and innovation go
hand in hand. We develop
solutions for a better future
and help to meet global
challenges.”

Dr. Kurt Bock
Chairman of the Board of
Executive Directors

1

Innovations based on
chemical and technical
expertise are both our
roots and our growth
engine.”

Dr. Andreas Kreimeyer
Research Executive
Director

The Board of Executive Directors

1

Innovation is the key
factor in enabling us
to reach our growth
objectives.”

Dr. Hans-Ulrich Engel
Chief Financial Officer

To Our Shareholders 1 1

1

With innovations in the
chemicals business,
we are continuously
developing our

value chains and
strengthening our
market position.”

Wayne T. Smith
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BASF on the capital market
Dividend increase, good credit ratings

Stock markets in 2012 were characterized by widespread
uncertainty due primarily to the debt crisis in the euro-
zone. In this difficult environment, the BASF share per-
formed well and traded at €71.15 at the end of 2012, 32.0%
above the previous year’s closing price.

We stand by our ambitious dividend policy and will
propose a dividend of €2.60 per share at the Annual Meet-
ing — an increase of 4.0% compared with the previous
year. BASF has solid financing and good credit ratings.

BASF share performance

After positive development on the stock market at the begin-
ning of the year, the second quarter saw a decline in share prices
resulting from continuing uncertainty in the eurozone. Recovery
in the third quarter was bolstered by the European Central
Bank’s resolution to purchase unlimited quantities of European
government bonds. After a brief consolidation phase, stock mar-
kets posted strong share-price gains at the end of the year and

Change in value of an investment in BASF shares 2012
(with dividends reinvested, indexed)

BASF on the capital market BASF Report 2012

BASF shares achieved a new all-time high of €73.09 on Decem-
ber 19, 2012. At the end of 2012, the BASF share traded at
€71.15, 32.0% above its closing price one year earlier. Assum-
ing that dividends were reinvested, BASF shares gained 37.3%
of their value in 2012. The BASF stock thus outperformed the
German and European stock markets: Over the same period,
the DAX 30 index rose by 29.1% while the DJ EURO STOXX 50
index gained 17.7%. BASF shares also performed better than
the global industry indices DJ Chemicals and MSCI World
Chemicals in 2012, both of which rose by 20.7%.

The assets of an investor who invested €1,000 in BASF
shares at the end of 2002 and reinvested the dividends in
additional BASF shares would have increased to €5,774 by the
end of 2012. This average annual return of 19.2% places BASF
shares substantially above the returns for the DAX 30 (10.2%),
EURO STOXX 50 (4.0%) and MSCI World Chemicals (10.6%)
indices.

140 140
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120 120
110 110
100 100

90 90

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
=== BASF share 37.3% —— DAX30 29.1% —— MSCI World Chemicals 20.7%
BASF on the capital market Dividend per share' (€ per share)
2.50 2.60

— After positive first quarter, uncertainty in eurozone leads
to decline in share prices; recovery begins in the third
quarter; strong share-price gains at end of year

— BASF share outperforms the most important benchmark
and industry indices

— Proposed dividend of €2.60 per share; increase of 4.0%
compared with previous year

2.20

1.70
1.50

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

' Adjusted for two-for-one stock split conducted in 2008
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Long-term performance of BASF shares compared with indices
(Average annual performance with dividends reinvested)

2007-2012 11.8%
(1.2%)

(6.5%)

1.6%

2002-2012 19.2%
10.2%

4.0%

10.6%

——
——

M BASF share DAX 30 EURO STOXX MSCI World Chemicals

Dividend of €2.60 per share

At the Annual Meeting, the Board of Executive Directors and the
Supervisory Board will propose a dividend payment of €2.60
per share. We stand by our ambitious dividend policy and plan
to pay out around €2.4 billion to our shareholders. Based on the
year-end share price for 2012, BASF shares offer a high divi-
dend yield of 3.65%. BASF is part of the DivDAX share index,
which contains the 15 companies with the highest dividend yield
in the DAX 30. We continue to aim to increase our dividend each
year, or at least maintain it at the previous year’s level.

BASF on the capital market

Broad base of international shareholders

With over 400,000 shareholders, BASF is one of the largest pub-
licly owned companies with a high free float. An analysis of the
shareholder structure carried out at the end of 2012 showed
that, at just under 16% of share capital, the United States and
Canada made up the largest regional group of institutional
investors. Institutional investors from Germany accounted for
12%. Shareholders from the United Kingdom and Ireland hold
around 10% of BASF shares, while institutional investors from
the rest of Europe hold a further 18% of capital. Approximately
25% of the company’s share capital is held by private investors,
most of whom are resident in Germany. BASF is therefore one
of the DAX 30 companies with the largest percentage of private
shareholders in Germany.

Employees becoming shareholders

In - many countries, we offer share purchase programs to
encourage our employees to become BASF shareholders. In
2012, more than 20,300 employees (2011: 19,600) purchased
employee shares worth around €48 million (2011: €45 million).

-+ For more on employee share purchase programs, see page 42

Shareholder structure (by region)

T Germany 37%

2 United States / Canada 16% 5 1
T United Kingdom / Ireland 10%

T Rest of Europe 18% 4

? Rest of world 5%

6 Not identified 14%

Percentage of BASF shares in important indices as of
December 31, 2012

DAX 30 9.9%
DJ Chemicals 8.3%
MSCI World Index 0.3%

To Our Shareholders 1 3
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BASF in key sustainability indices

The BASF share has been included in the Dow Jones Sustain-
ability World Index (DJSI World) for the twelfth year in succes-
sion. The analysts particularly recognized our commitment
in the areas of climate strategy and risk and crisis management
as well as human capital development. This important sustain-
ability index represents the top 10% of the 2,500 largest
companies in the Dow Jones Global Index based on economic,
environmental and social criteria.

According to the non-profit organization Carbon Disclosure
Project (CDP), BASF is among the ten leading companies in the
world in climate protection. The CDP represents 655 institutional
investors, with around $78 trillion in assets under management.
We were once again listed in the CDP’s two renowned indices
in 2012: BASF was represented for the eighth time in the Carbon
Disclosure Leadership Index (CDLI) with an outstanding
ranking. The CDLI contains 51 companies that disclose their
data in a particularly transparent and comprehensive manner.
As in previous years, we were the top scorer in the Materials
sector. We have been listed for the third time in the Carbon
Performance Leadership Index (CPLI) — ever since its beginning.
The CPLI lists 33 companies based on their exemplary perfor-
mance in climate protection activities such as climate strategy,
stakeholder communication or management system.

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

BASF on the capital market BASF Report 2012

Good credit ratings and solid financing

With “A+/A-1/outlook stable” from rating agency Standard &
Poor’'s and “A1/P-1/outlook stable” from Moody’s, BASF has
good credit ratings, especially in comparison with competitors
in the chemical industry.

At the end of 2012, the financial indebtedness of the
BASF Group was around €13.4 billion with liquid funds of
approximately €1.8 billion. The average maturity of our financial
indebtedness was 3.4 years. The company’s medium to long-
term debt financing is based on corporate bonds with a
balanced maturity profile. For short-term debt financing, BASF
has a commercial paper program with an issuing volume of up
to $12.5 billion. As backup for the commercial paper program,
there are committed, broadly syndicated credit lines of €3 bil-
lion and $2.25 billion available; these are not being used at this
time.

- For more on financial indebtedness and maturities, see
the Notes from page 192 onward

Analysts’ recommendations

Around 30 financial analysts regularly publish studies on BASF.
At the end of 2012, 58% of these analysts had a buy rating for
our shares (end of 2011: 50%) while 42% of analysts recom-
mended holding our shares (end of 2011: 44%). There were
no sell ratings (end of 2011: 6%). On December 31, 2012,
the average target share price according to analyst consensus
estimates was €70.56.

- Continuously updated consensus estimates on BASF are available
online at basf.com/share

BASF in sustainability indices

— DJSI World: particular recognition for climate
strategy, risk and crisis management and human
capital development

— CDLI and CPLI: repeated inclusion in sustainability
indices attests to BASF’s transparency and exemplary
climate protection activities

Solid financing

- Financial indebtedness of the BASF Group around
€13.4 billion at year-end 2012; average maturity of
3.4 years

— Commercial paper program with an issuing volume
of up to $12.5 billion

— Committed, unused back-up lines of €3 billion
and $2.25 billion
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Close dialog with the capital markets
Our corporate strategy aims to create long-term value. We
support this strategy through regular and open communication
with all capital market participants. To keep institutional inves-
tors and rating agencies informed, we host numerous one-on-
one meetings and roadshows worldwide. We also hold
information events to give private investors insight into BASF.
We presented our position as the leading provider of
chemistry-based solutions for the automobile industry to
analysts and investors at the “Investor Day Automotive” event
at the beginning of September. Topics discussed by two mem-
bers of the Board of Executive Directors, along with top man-
agement from several divisions, included how our business with
the automotive industry contributes to the achievement of our
ambitious growth goals. Our customer Hyundai illustrated this
close cooperation using the example of a jointly developed
concept car, which relies on a number of new BASF materials
and solutions. Furthermore, at the Agricultural Solutions round-
table in the middle of November, we illustrated the progress
and prospects of our activities in crop protection and plant
biotechnology. Itis very important to us that analysts and inves-
tors have direct contact with BASF management, as we feel
that investors should get to know the people who lead our
businesses. » For more on our growth targets, see page 24

Once again in 2012, we put on roadshows targeted specifically
toward investors who base their investment decisions on
sustainability criteria, where we particularly explained our
measures related to climate protection and energy efficiency. In
addition, as in the last year, we conducted several special
creditor relations roadshows presenting our business and our
financing strategy to credit analysts and creditors.

BASF on the capital market

Investors can find comprehensive information about BASF and
BASF shares on our website. We have also been providing
interested users with current information on the BASF share via
social media platforms like Twitter and Facebook for a few years
now. This offer is being used at an ever-increasing rate.

Analysts and investors have confirmed the quality of our
communication work: In addition to taking first place in the
German Investor Relations Award (Deutscher Investor Relations
Preis), BASF’s investor relations team was also recognized
multiple times in the Thomson Reuters Extel Pan-European
Survey 2012. Furthermore, our work was awarded several first
prizes in the IR Magazine Europe Awards 2012 and in the
annual rankings of the publication Institutional Investor.

Dialog with the capital markets

— Global roadshows and individual meetings provide
information to institutional investors and ratings agencies

- Information events for retail investors

— Investor days and roundtable talks provide in-depth
discussion of topics

— Special creditor relations roadshows provide information
to credit analysts and creditors

— Numerous awards for BASF Investor Relations

Investor Relations

Can be contacted at

— Phone: +49 621 60-48230

— Email: ir@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.

Subscribe at: basf.com/share/newsletter

To Our Shareholders 1 5
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Key BASF share data’

2008 2009 2010 2011 2012
Year-end price € 27.73 43.46 59.70 53.89 71.15
Year high € 52.41 43.95 61.73 69.40 73.09
Year low € 19.95 20.71 39.43 43.66 51.89
Year average € 38.88 31.62 46.97 57.02 62.17
Daily trade in shares?
million € 282.1 157.4 197.5 265.7 205.6
million shares 7.3 5.0 4.2 4.7 3.3
Number of shares December 313 million shares 918.5 918.5 918.5 918.5 918.5
Market capitalization December 31 billion € 25.5 39.9 54.8 49.5 65.4
Earnings per share € 3.13 1.54 4.96 6.74 5.3
Adjusted earnings per share € 3.85 3.01 5.73 6.26 5.71
Dividend per share € 1.95 1.70 2.20 2.50 2.60
Dividend yield* % 7.03 3.91 3.69 4.64 3.65
Payout ratio % 62 111 44 37 49
Price-earnings ratio (P/E ratio)* 8.9 28.2 12.0 8.0 13.4

T 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 Based on year-end share price

Further information

Securities code numbers International ticker symbol

Germany BASF11 Deutsche Borse BAS
Great Britain 0083142 London Stock Exchange BFA
Switzerland 323600 Swiss Exchange AN
United States (CUSIP Number) 055262505

ISIN International Securities Identification Number DEOOOBASF111
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The BASF Group

The world’s leading chemical company —

We are the world’s leading chemical company - The
Chemical Company. Around 113,000 employees work in
the BASF Group toward contributing to the success of
our customers from nearly all sectors and almost every
country in the world. Our broad portfolio is arranged
into six segments: Chemicals, Plastics, Performance
Products, Functional Solutions, Agricultural Solutions
and Oil & Gas.

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 2012, we achieved 55% of our sales
with customers in Europe, of which 36 percentage points were
in the Oil & Gas segment. In addition, 18% of sales were gener-
ated in North America; 19% in Asia Pacific; and 8% in South
America, Africa, Middle East.

We operate six Verbund sites as well as approximately 380
additional production sites worldwide. Our Verbund site in
Ludwigshafen is the largest integrated chemical complex in the
world. This was where the Verbund concept was developed and
continuously optimized before it was applied to other sites
around the world.

The Production Verbund, for example, intelligently links
production units and energy demand so that heat from produc-
tion processes can be used as energy in other plants, saving

BASF structure up to December 31, 2012

Segments

Chemicals Plastics Performance
Products

Divisions

- Inorganics - Performance — Dispersions &

— Petrochemicals Polymers Pigments

— Care Chemicals
— Nutrition & Health
— Paper Chemicals
— Performance
Chemicals

— Intermediates — Polyurethanes

The BASF Group BASF Report 2012

The Chemical Company

both primary resources and costs. Another important part of
the Verbund concept is the Know-How Verbund. Expert knowl-
edge is pooled in our central research areas. €3

- For more on the Verbund concept, see basf.com/verbund_e

Organization of the BASF Group

Until the end of 2012, BASF’s six segments contained 15 divi-
sions which bore operational responsibility and managed our
70 global and regional business units. The divisions develop
strategies for our approximately 80 strategic business units and
are organized according to sectors or products.

The regional divisions contribute to the local development
of our business and help to exploit market potential. They are
also responsible for optimizing the infrastructure for our busi-
ness. For financial reporting purposes, our divisions are grouped
into the following four regions: Europe; North America; Asia
Pacific; and South America, Africa, Middle East.

Three central divisions, six corporate departments and
eleven competence centers provide Group-wide services such
as finance, investor relations, communications, human resour-
ces, research, engineering, site management and environment,
health and safety.

- For information on the organization of the BASF Group
since January 1, 2013, see page 122

Functional Agricultural Oil & Gas

Solutions Solutions

— Catalysts — Crop Protection - Oil & Gas

- Construction (Exploration &
Chemicals Production,

- Coatings Natural Gas Trading)

The BASF Group

- Six Verbund sites and approximately 380 other
production sites worldwide; around 113,000 employees

- Ludwigshafen is the location of the largest BASF Verbund
site, and where the Verbund concept was created

— Verbund: Intelligent plant networking in the Production
Verbund; Know-How and Research Verbund

Organization of the BASF Group

— Six segments contain 15 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




BASF Report 2012

Corporate legal structure

As the publicly traded parent company, BASF SE takes a
central position: Directly or indirectly, it holds the shares in
the companies belonging to the BASF Group, and is also the
largest operating company. The majority of Group companies
cover a broad spectrum of our business. Some concentrate on
specific business areas: the Wintershall Group companies, for
example, focus on oil and gas activities. In the BASF Group
Consolidated Financial Statements, 308 companies includ-
ing BASF SE are fully consolidated. We consolidate 22 jointly

BASF sites

Ludwigshafen

9
)
Antwerp 9\ Js
X
s
[ ] \
® ® ® ® o
2
Freeportr‘.:."‘. )
Geismar
%
([ J
(]
([ J
(]
(] (]
@
=0
®s30 Paulo
[ )
(] ..)

@ Regional centers

@ Selected production sites

The BASF Group Management’s Analysis

controlled entities with one or more partners on a proportional
basis. We also include 14 companies using the equity method.

- For more, see the Notes to the Consolidated Financial Statements
from page 160 onward

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

- The compensation report can be found from page 133 onward, and
the disclosures required by takeover law in accordance with section
315 (4) German Commercial Code from page 127 onward. They form
part of the Management’s Analysis audited by the external auditor.
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Corporate legal structure

— BASF SE is the publicly traded parent company of
the BASF Group

— 308 companies fully consolidated in the Consolidated
Financial Statements

— 22 jointly controlled entities included on a proportional
basis

— 14 additional companies included using the equity
method

Most important research sites

— Europe: Ludwigshafen, Basel, Diisseldorf
— North America: Raleigh, Iselin, Wyandotte
— Asia Pacific: Shanghai, Singapore, Mumbai
— South America: Guaratingueta
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Corporate strategy

With the “We create chemistry” strategy, BASF has set
itself ambitious goals in order to strengthen its position
as the world’s leading chemical company. We want to
contribute to a sustainable future and have embedded
this into our corporate purpose: “We create chemistry
for a sustainable future.”

In 2050, around nine billion people will live on this planet. While
the world population and its demands will keep growing, the
planet’s resources are finite. On the one hand, population growth
is associated with enormous global challenges; but we also see
many opportunities, especially for the chemical industry.

Our purpose
We create chemistry for a sustainable future

Growth in the chemicals sector will be particularly dynamic in
the emerging economies. We expect that these markets will
account for around 60% of global chemical production by 2020.

Innovations based on chemistry will play a key role in these
countries, particularly in three areas:

— Resources, environment and climate
— Food and nutrition
— Quality of life

Our leading position as an integrated global chemical company
opens up opportunities for us in all three of these areas. In pur-
suing them, we act in accordance with four strategic principles.

Our strategy
Corporate strategy

BASF Report 2012

Our strategic principles

l= We add value as one company

We innovate to make our customers
more successful

8

Ly

\(< We form the best team

N

We drive sustainable solutions

We add value as one company. Our Verbund concept is
unique in the industry. We plan to strengthen this sophisticated
and profitable system even further. It extends from the Produc-
tion Verbund and Technology Verbund to the Know-How
Verbund, and provides access to all relevant customer indus-
tries worldwide. In this way, we combine our strengths and add
value as one company.

We innovate to make our customers more successful.
We want to focus our business even more strongly on our
customers’ needs and contribute to their success with innova-
tive and sustainable solutions. Through close partnerships
with customers and research institutes, we link expertise in
chemistry, biology, physics, materials sciences and engineer-
ing to jointly develop customized products as well as functional
materials and system solutions.

“We create chemistry” strategy

— Our purpose: We create chemistry for a sustainable future

- Innovations based on chemistry will play a key role in three areas in particular:
resources, environment and climate; food and nutrition; quality of life
— Our strategic principles: We add value as one company — We innovate to make our customers more successful —

We drive sustainable solutions — We form the best team
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We drive sustainable solutions. In the future, sustainability will
increasingly become a starting point for new business oppor-
tunities. We therefore value sustainability and innovation as
important drivers for profitable growth.

We form the best team. Committed and qualified employees
around the world are the key to making our contribution to a
sustainable future. That is why we will continue to pursue our
goal of building the best team. We offer excellent working con-
ditions and an open leadership culture that fosters mutual trust
and respect and encourages high motivation.

-+ For more on innovation, see page 30 onward

-+ For more on business opportunities with sustainability, see
page 27 onward

-+ For more on the Best Team strategy, see page 39 onward

Our values

How we act is critical for the successful implementation of our
strategy: This is what our values represent. They guide how we
interact with society, our partners and with each other.

Creative

In order to find innovative and sustainable solutions, we have
the courage to pursue bold ideas. We bring together our exper-
tise in many different fields and build partnerships to develop
creative, value-adding solutions. We constantly improve our
products, services and solutions.

Open

We value diversity —in people, opinions and experience. That is
why we foster dialog based on honesty, respect and mutual
trust. We explore our talents and capabilities.

Our strategy
Corporate strategy

Responsible

We act responsibly as an integral part of society. Thereby, we
strictly adhere to our compliance standards. And in everything
we do, we never compromise on safety.

Entrepreneurial

We all contribute to BASF’s success, as individuals and as a
team. BASF turns market needs into customer solutions. We
succeed in this because we take ownership and embrace
accountability for our work.

Strategic focus areas

We have defined strategic focus areas within our company: In
order to achieve our goals, we are concentrating on the areas
of sustainability, innovation, sector orientation, employees,
technological and operational excellence. To maximize our
potential, we will connect our strengths as one company to
even better use the full range of competencies that make us
unique in our industry. We will tap new growth markets by link-
ing our research and development expertise, our operational
excellence, our market knowledge and our customer relation-
ships even more closely together. In this way, we promote the
long-term success of both BASF and of our customers with our
products and solutions. Our employees are the critical factor in
achieving the goals of our “We create chemistry” strategy.

Our values

— Creative

- Open

— Responsible

— Entrepreneurial

Focus areas

— Sustainability

— Innovation

— Sector orientation

— Employees

— Technological and operational excellence

Management’s Analysis 21
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Global standards

We act responsibly as an integral part of society. Our standards
are aligned with internationally recognized principles and fulfill
or exceed existing laws and regulations. We respect and
promote

— The 10 principles of the U.N. Global Compact,

— The Universal Declaration of Human Rights and both United
Nations covenants on human rights,

— The ILO’s 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, and

— The German Corporate Governance Code.

We stipulate rules for our employees with standards that apply
Group-wide. We set ourselves ambitious goals with voluntary
commitments and review our environmental, health and safety
performance using our Responsible Care Management System.
Regular audits and a three-pronged monitoring system ensure
our compliance with labor and social standards. This system
comprises three instruments:

— External compliance hotlines,

— The annual survey in our Group companies to inspect the pre-
vailing working conditions, and

— Close dialog with our stakeholders, such as employee repre-
sentatives and international organizations.

Our business partners are expected to align their actions with
internationally recognized principles. We have established moni-
toring systems to ensure this.

-+ For more on labor and social standards, see page 43

-+ For more on the Responsible Care Management System, see page 94
-+ For more on corporate governance, see page 124 onward

Our strategy
Corporate strategy

BASF Report 2012

Compliance

For us, compliance means the duty to comply with laws and
internal corporate directives. This takes place within the frame-
work of our corporate governance system. With the statement,
“We strictly adhere to our compliance standards,” we ensure
that these standards are a mandatory part of everyday opera-
tions for all employees. » For more on compliance, see page 129

Global standards and compliance

— We act according to clearly defined values and standards of conduct that fulfill or go beyond laws and regulations
— We review our performance with regular audits and a three-pronged monitoring system
- Binding standards of conduct ensure that compliance is firmly established in day-to-day business activities
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Innovations for a sustainable future

We need innovations in chemistry to fulfill the needs of the grow-
ing world population on a long-term basis. The development of
innovative solutions and products is, therefore, of vital signifi-
cance for BASF’s success. In 2020, we aim to generate around
€30 billion of our sales and €7 billion of our EBITDA with the help
of innovative products that will have been on the market for less
than 10 years.

This means effective and efficient research is becoming
increasingly important. In 2012, we oriented our processes,
structures and project portfolio toward the future and aligned
them even more closely with the market than before. We defined
technology and growth fields in which we can make a decisive
contribution to innovative and sustainable solutions for global
challenges. We are continuing to expand our research and
development activities in Asia as well as in North and South
America in order to participate in regional innovation processes
and gain access to local talent. By 2020, we aim to conduct half
of our research and development activities outside of Europe.

-+ For more on innovation, see page 30 onward

Our strategy
Corporate strategy

Business expansion in emerging markets

In the years ahead, we want to grow even more robustly within
the emerging economies and expand our leading position there.
Today’s emerging markets are expected to account for around
60% of global chemical production in 2020. We aim to benefit
from the significant growth in these regions and therefore plan
to invest more than a third of our additions to property, plant
and equipment there between 2011 and 2020.

In 2012, economic growth was once again considerably
more vigorous in the emerging markets than in the industrial-
ized countries. Against the backdrop of the weak global econ-
omy, however, many emerging markets — including China, India
and Brazil — also posted a decline in growth rates compared
with the strong dynamic of previous years. This was partly due
to the lower demand from Europe for exports as well as to damp-
ened domestic investing activities.

Sales in emerging markets (% of sales’)

2020 55% —45%
2012 65% I 35%
2002 78% S 22%

Industrialized countries? M Emerging markets

" BASF Group sales excluding Oil & Gas

2 Comprises EU15, Norway, Switzerland, North America, Japan, Australia, New
Zealand

Nevertheless, our business in emerging markets grew once
again in 2012: Compared with 2011, we were able to increase
the sales of our companies headquartered in these regions by
5% to €18,213 million. All segments made a strong contribution
to this growth. Based on customer location, we increased sales
(excluding Oil & Gas) in emerging markets year-on-year by 2%
to €21,605 million; sales to customers in emerging markets
therefore amounted to around 35% of total sales (excluding
Oil & Gas) in 2012. By 2020, we aim to expand this proportion
to 45%.

&

Innovation

—In 2020, we aim to generate €30 billion of our sales and
€7 billion of our EBITDA through innovative products from
the previous ten years

— Processes, structures and project portfolio aligned even
more closely with the market than before

— By 2020, half of our research and development activities
are to be conducted outside of Europe

Business expansion in emerging markets

— 2020: Emerging markets are expected to account
for around 60% of world chemical production

— BASF participates in growth through strong local
presence

— Sales increase in emerging markets compared with
previous year; portion of total BASF sales (excluding
Oil & Gas) at around 35% in 2012
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Goals
Goals
Growth and profitability®
Status at
Annual goals 2015 Goals 2020 Goals year-end 2012
Sales Approx. €85 billion Approx. €115 billion €78.7 billion
Premium on cost of capital At least €2.5 billion on
average each year €1.5 billion
EBITDA Doubling compared
with 2010 to approx.
Approx. €15 billion €23 billion €12.5 billion
Earnings per share Around €7.50 €5.31

' We have set ourselves these goals as part of the “We create chemistry” strategy adopted in 2011. Our goals are based on the assumptions that we will continue to
grow two percentage points faster than global chemical production annually and that global gross domestic product will grow by an average of 3% every year until
2020 and worldwide chemical production by 4% every year.

Employees
Status at

Long-term goals year-end 2012 More on
International proportion of senior executives Increase in the proportion of non-German senior

executives (baseline 2003: 30%) 33.8% Page 41
Senior executives with international experience Proportion of senior executives with international

experience over 80% 80.4% Page 41
Women in executive positions Increase in the proportion of female executives

worldwide 17.0% Page 41
Personnel development Establishment of personnel development as a Introduced for around

responsibility shared by employees and managers 30,000 employees

based on relevant processes and tools worldwide in first phase Page 40
EBITDA 2012 Executives
(2020 goal: approx. €23 billion) Proportion of senior executives with international

experience (goal: over 80%)

c12.5 billion 0%

P =
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Goals
Safety, security and health
Status at
2020 Goals year-end 2012 More on

Transportation

Transportation accidents per 10,000 shipments (baseline 2003) -70% -57% Page 95
Production

Lost time injuries per million working hours (baseline 2002) -80% -48% Page 96
Health Performance Index (annual goal) >0.9 0.89 Page 96
Products

Risk assessment for all products sold worldwide by BASF

in quantities of more than one metric ton per year >99% 45% Page 98
Environment

Status at
2020 Goals year-end 2012 More on

Energy and climate protection

Improvement of energy efficiency in production processes? (baseline 2002) +35% +19.3% Page 101
Greenhouse gas emissions per metric ton of sales product® (baseline 2002) -40% =31.7% Page 101
Stop flaring of associated gas released during Wintershall’s production of crude oil

(2012 goal) 100% 100% Page 101
Greenhouse gas emissions per amount and distance of transported gas (baseline 2010) -10% -221% Page 101
Water

Emission of organic substances to water? (baseline 2002) -80% -76.4% Page 104
Emission of nitrogen to water? (baseline 2002) -80% -87.3% Page 104
Emission of heavy metals to water? (baseline 2002) -60% -56.8% Page 104
Withdrawal of drinking water for production (baseline 2010) -50% -23.2% Page 104
Introduction of sustainable water management at production sites in water stress areas 100% 3.1% Page 104
Air

Emission of air pollutants? (baseline 2002) -70% -63.1% Page 106

2 Excluding oil and gas production

Occupational safety

Lost time injury rate per million working hours,
baseline 2002 (2020 goal: —80%)

—-48%

Climate protection

Greenhouse gas emissions per metric ton of sales product,
baseline 2002 (2020 goal: —40%)

-32%
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Value-based management
We add value as one company

“We add value as one company” is one of the four prin-
ciples of our “We create chemistry” strategy. To create
value in the long term, a company’s earnings must exceed
the costs of stockholders’ equity and debt capital. This
is why we strive to earn a premium on our cost of capi-
tal of at least €2.5 billion on average per year. To secure
BASF’s long-term success, we encourage all employees
to think and act entrepreneurially within the framework
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 effi-
cient 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. This figure takes into account
that BASF’s shareholders and creditors expect a return on the
capital they provide. When we earn a premium on our cost of
capital, we exceed the return expected by our shareholders.

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
for liabilities to the capital markets. The cost of equity corre-
sponds to the returns expected by shareholders. This is deter-
mined by the market value of BASF shares and with the help of
the Capital Asset Pricing Model (CAPM).

Our strategy
Value-based management

BASF Report 2012

An EBIT threshold is determined based on the cost of capital
and income taxes. The BASF Group’s operating units combined
need to reach this threshold in order to earn the cost of capital.
The cost of capital percentage is the ratio between this mini-
mum EBIT level and the assets of the BASF Group’s operating
units. In 2012, the cost of capital percentage was 11%; it will be
at the same level in 2013.

Value-based management throughout the
company

Value-based management is only successful if it is firmly rooted
in the company. For us, value-based management is the daily
value-oriented performance of all our employees. We have
identified value drivers that show how each individual unit in the
company can create value. We develop performance indicators
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 linking the goals of BASF
to the individual target agreements of employees. In the
operating units, the most important performance indicators are
the achievement of a positive EBIT after cost of capital and a
competitive return. In contrast, the value contribution of the
functional units is evaluated on the basis of effectiveness and
efficiency.

According to our value-based management concept, all
employees can make a contribution in their business to help
ensure that we earn the targeted premium on our cost of capi-
tal. Around the world, we raise awareness of this topic among
our team through numerous training programs, thereby promot-
ing more entrepreneurial thinking at all levels within BASF. 3

EBIT after cost of capital (million €)
Five-year summary

Calculation of EBIT after cost of capital (million €)

2012 2011

2012 1,534 —— EBIT BASF Group 8,976 8,586

2011 2,551 Less EBIT for activities not assigned to the segments’ (267) 178
2010 3,500 Less non-compensable foreign income taxes for

2009 (226) oil production 1,880 439

2008 1,621 Less cost of capital? 5829 5,418

EBIT after cost of capital 1,534 2,551

' The projected net expense is already provided for by an increase in the cost of
capital percentage.
2 In 2011 and 2012, the cost of capital percentage was 11%.
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Sustainability

Sustainability is firmly embedded in our strategy and
organization. Sustainability management supports our
strategic principle “We drive sustainable solutions,”
helping us to put our company’s purpose - “We create
chemistry for a sustainable future” - into practice.

Strategy

We have strategically embedded sustainability into our company
as a significant driver for growth. BASF defines sustainability as
balancing economic success with social and environmental
responsibility, both today and in the future. The conflicts of
interest involved in this challenge us to weigh varying concerns
and find the best possible solutions.

Our sustainability management has three responsibilities:
Taking advantage of business opportunities, minimizing risks
and establishing strong relationships with our stakeholders.
We take advantage of business opportunities by offering our
customers innovative products and solutions that contribute to
sustainable development. We minimize risks by identifying rele-
vant issues early on with the help of our materiality analysis, and
through operational excellence in our business processes. We
engage in ongoing open dialog with our stakeholders.

-+ For more, see page 29

Organization

In 2012, we enhanced our sustainability management and
integrated it into BASF’s central units. In this way, we can
bind sustainability even better into our core and business
processes and more efficiently coordinate the cooperation
between our Sustainability Council, regional steering commit-
tees and specialist units.

Our globally responsible Sustainability Council is the deci-
sion-making body for the sustainability issues most important
to us. The Chairwoman of the Council is Board member Margret
Suckale. The Council comprises twelve heads of functional,
operating and regional divisions, including the Climate Protec-
tion Officer. Regional steering committees, specialist units and
operating divisions identify focus areas in the regions and imple-
ment global decisions.

Sustainability

Stakeholder engagement

A fixed component of our sustainability management is the con-
tinuous exchange with our stakeholders. These include employ-
ees, customers, suppliers and shareholders, as well as experts
in science, industry, politics, society and media. We provide
transparent communication about our activities and take on criti-
cal questions. We have a particular responsibility toward our
production sites’ neighbors, and discuss current issues with
them in 78 Community Advisory Panels (CAPs).

An open exchange with consumers, non-governmental
organizations, policy makers and the public is very important
for the successful introduction of products based on new tech-
nologies. In 2012, we published the report of the Dialog Forum
Nano on transparent communication on nanomaterials. Together
with representatives from the participating companies and
environmental, consumer and religious groups, we presented
the results to selected political leaders.

In order to provide our employees with sustainability
training within the framework of our strategy, we conducted
66 workshops with more than 1,200 employees in South
America in 2012. We make information on our social standards
and our conditions for production available to our customers via
special online platforms. BASF is actively involved in local Global
Compact networks. BASF’s Chairman of the Board of Execu-
tive Directors was appointed to the UN Global Compact Board
in 2012. In addition, we provide a representative to the Global
Reporting Initiative Stakeholder Council.

BASF as a company does not support political parties. In
the United States, our employees have established the BASF
Corporation Employees Political Action Committee. Itis an inde-
pendent, federally registered association of employees which
pools donations to political candidates from BASF employees
and independently decides how these are used.

-+ For more on the stakeholder dialog, see basf.com/dialog_e

Sustainability management

— Sustainability strategically embedded into company
as significant driver for growth

— Strategic responsibilities: seizing business opportunities,
minimizing risks, establishing strong relationships with
stakeholders

Stakeholder engagement

— BASF fosters ongoing exchange with its stakeholders
— Workshops conducted on sustainability
— BASF actively involved in local Global Compact networks
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Materiality matrix
Identifying important sustainability issues

Design for su