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���� !"

���� n



_OOAL: DELIVER!" 1:. W H
D ~.IDEAs AND CO MIT

R DAILY WORK. TO B IT
"PATIENTS, OUR CUSTO S,

UR SHAREHOLDERS AND OUR

"AOCIETY."



opqr
st

uvwxyv
wxz{|}

~��

�

� �

�

�

�

���t�qpt����

�������������������|}~�� ���t�t�t�� ¡�����¢£¤¢¥¤�¦¤§�§��̈¢£��¤©��§̈����

ªq«¬�¬pt�®t�t��̈��§���¤�����£�§¤¯���¤°¥�¦§̈¤�£¤�©©¡£¢±¢£�¢�¢�² ³¬s�¬�¬pt��t�t°́̈¢¡µ¤�¢¤¶§¤�£¢̈ ���£��·¤§©°�¢²§§¤��©°���£¤��¡£��§µ¹̧º»¼½¾¿ÀÁÂ½ÃÀºÄÅÆÀÇÆÂ½¿¹ºÄÀÈÉÂ½ÀÈÇ½ÊËÌ¹º½ÍÎÏÏ½ÐÑÎÈÆÏÉ½Ç¹Ò¹ÏÑÓ½ÀÈÇ½»ÑÄÄ¹º»ÎÀÏÎÌ¹½À½ÔÎÕÔÏÉ½ÓºÑÄÎÅÎÈÕ½ÀÈÆÎÖÊÃÖ×Ø½ÀÈÆÎÙÑÇÉ½ÚºÑÄ½ÎÆÅ½º¹Å¹Àº»Ô½ÓÎÓ¹ÏÎÈ¹Û½ÜÈ½ÒÀÏÝ¹½Æ¹ºÄÅÂ½ÆÔ¹½ÆºÀÈÅÀ»ÆÎÑÈ½ÎÅ½ÆÔ¹½ÏÀºÕ¹ÅÆ½ÅÑ½ÚÀº½ÎÈ½ÆÔ¹½ÙÎÑÓÔÀºÄÀ»¹ÝÆÎ»ÀÏ½ÎÈÇÝÅÆºÉ½ÚÑº½À½ÅÎÈÕÏ¹½ÀÅÅ¹Æ½ÀÆ½ÆÔÎÅ½ÅÆÀÕ¹½ÑÚ½Ç¹Ò¹ÏÑÓÄ¹ÈÆÛ½ÜÄÄÝÈÑÖÑÈ»ÑÏÑÕÉ½ÎÅ½ÀÙÑÝÆ½ÄÑÙÎÏÎÌÎÈÕ½ÆÔ¹½ÙÑÇÉÞÅ½ÑÍÈ½ÎÄÄÝÈ¹½ÅÉÅÆ¹Ä½ÆÑ½ËÕÔÆ½ÆÝÄÑº½»¹ÏÏÅÛ ¹̧º»¼½¾¿ÀÁÂ½ÃÀºÄÅÆÀÇÆÂ½¿¹ºÄÀÈÉÂ½¼Î»¼Å½ÑÚÚ½À½ÕÏÑÙÀÏ½»ÑÄÄÝÈÎ»ÀÆÎÑÈÅ½»ÀÄÓÀÎÕÈ½»ÀÏÏ¹Ç½ßÊºÑÝÇ½ÆÑ½Ù¹½ÀÈ½àºÎÕÎÈÀÏáÛ½âÔ¹½»ÀÄÓÀÎÕÈ½ÑÚÚ¹ºÅ½ÎÆÅ½ãäÂååå½¹ÄÓÏÑÉ¹¹Å½ÍÑºÏÇÍÎÇ¹½ÆÔ¹½ÑÓÓÑºÆÝÈÎÆÉ½ÆÑ½¹æÓº¹ÅÅ½ÆÔ¹Îº½ÓºÎÇ¹½ÎÈ½ÍÑº¼ÎÈÕ½ÚÑº½ÆÔ¹½»ÑÄÓÀÈÉÛ

çÝÙÅ¹èÝ¹ÈÆ½ÆÑ½À½ÇÑÝÙÏÎÈÕ½ÎÈ½ÆÔ¹½ÒÀÏÝ¹½ÑÚ½ÎÆÅ½ÅÔÀº¹Å½ÅÎÈ»¹½ÆÔ¹½Ù¹ÕÎÈÈÎÈÕ½ÑÚ½éåØØÂ½ÆÔ¹½»ÑÄÓÀÈÉ½ÀÈÈÑÝÈ»¹Å½À½ÅÔÀº¹½ÅÓÏÎÆ½ÎÈ½À½ºÀÆÎÑ½½ÑÚ½ØêéÛ½âÔ¹½ÅÔÀº¹½ÅÓÏÎÆ½Ù¹»ÀÄ¹½¹ÚÚ¹»ÆÎÒ¹½ÑÈ½ëÝÈ¹½ãåÛ

��pìít�ît�t���̈§¤�°����££¢¡£�§µ

âÔºÑÝÕÔ½ÆÔ¹½À»èÝÎÅÎÆÎÑÈ½ÑÚ½Áï½ÚÑº½ÀºÑÝÈÇ½ð½ØÛä½ÙÎÏÏÎÑÈÂ½ÆÔ¹½¹æÎÅÆÎÈÕÂ½ÔÎÕÔÏÉ½ÓºÑËÆÀÙÏ¹½×ÎèÝÎÇ½ñºÉÅÆÀÏÅ½ÙÝÅÎÈ¹ÅÅ½ÎÅ½Ù¹ÎÈÕ½¹æÓÀÈÇ¹Ç½ÍÎÆÔ½ÔÎÕÔÖÆ¹»Ô½¹Ï¹»ÆºÑÈÎ»½ÄÀÆ¹ºÎÀÏÅÛ½Áï½ÄÀÆ¹ºÎÀÏÅ½Àº¹½ÍÎÇ¹ÏÉ½ÝÅ¹Ç½ÎÈ½ÎÈÆ¹ÕºÀÆ¹Ç½»Îº»ÝÎÆÅÂ½�ÀÆÖÓÀÈ¹Ï½ÇÎÅÓÏÀÉÅ½ÀÈÇ½ÏÎÕÔÆÖ¹ÄÎÆÆÎÈÕ½ÇÎÑÇ¹ÅÂ½ÄÀ¼ÎÈÕ½Áï½ÀÈ½ÎÄÓÑºÆÀÈÆ½ÓÀºÆÈ¹º½ÆÑ½ÆÔ¹½Ï¹ÀÇÎÈÕ½ÕÏÑÙÀÏ½¹Ï¹»ÆºÑÈÎ»½ÄÀÈÝÚÀ»ÆÝº¹ºÅÛ

���� �



�

�

î

®

³¬s�¬�¬pt��t�t°��£¤�¢¤��̈§£���§£��§¤§�§�¡��ò§¤¶¢�̈µ�££¢¡£�§µ
óÚÚ¹»ÆÎÒ¹½ëÀÈÝÀºÉ½ØÂ½éåØ�Â½çÆ¹ÚÀÈ½àÅ»ÔÄÀÈÈ½Ù¹»ÑÄ¹Å½½�Î»¹½ñÔÀÎºÄÀÈ½ÑÚ½ÆÔ¹½óæ¹»ÝÆÎÒ¹½ôÑÀºÇÛ½àÈ½ÆÔ¹½ÅÀÄ¹½ÇÀÆ¹Â½ô¹Ï�È½¿ÀºÎÐÑ½Ù¹»ÑÄ¹Å½À½̧¹ÄÙ¹º½ÑÚ½ÆÔ¹½óæ¹»ÝÆÎÒ¹½ôÑÀºÇ½½ÀÈÇ½ÀÅÅÝÄ¹Å½ÆÔ¹½Ï¹ÀÇ¹ºÅÔÎÓ½ÑÚ½ÆÔ¹½	¹ÀÏÆÔ»Àº¹½ÙÝÅÎÈ¹ÅÅ½Å¹»ÆÑº½ÑÚ½̧¹º»¼½¾¿ÀÁÂ½ÃÀºÄÅÆÀÇÆÂ½¿¹ºÄÀÈÉÛ

³¬s�¬�¬pt�t�t�̈ ¢¡£µ¶̈§�õ�£�¤�§̈§©¢£²¤¥¢̈¤£§̄ ¤��¢¶���§�µ ¡�̈�§̈�
âÔ¹½¹æÓÀÈÅÎÑÈ½ÑÚ½ÆÔ¹½»ÑÄÓÀÈÉ
Å½ÅÎÆ¹½ÎÈ½ÃÀºÄÅÆÀÇÆ½ÎÈÆÑ½½À½»ÑÈÆ¹ÄÓÑºÀºÉ½ÕÏÑÙÀÏ½Ô¹ÀÇèÝÀºÆ¹ºÅ½ÎÅ½»Ï¹ÀºÏÉ½ÆÀ¼ÎÈÕ½ÅÔÀÓ¹Û½âÔ¹½ÅÉÄÙÑÏÎ»½ÕºÑÝÈÇÙº¹À¼ÎÈÕ½ÑÚË»ÎÀÏÏÉ½ÄÀº¼Å½ÆÔ¹½ÏÀÝÈ»Ô½ÑÚ½ÆÔ¹½ßà�ó½¿ÏÑÙÀÏ½	¹ÀÇèÝÀºÆ¹ºÅá½ÓºÑÐ¹»ÆÛ

�ror³�t�®t�t�̈ ¢¡£µ¶̈§�õ�£�¤���¤£§̄ ¤°��̈©��§¡������¤©�£¡¥���¡̈ �£�¤���§¤�£¤���£�¤��õ§�¤°���§
âÔ¹½»ÑÄÓÀÈÉ½ÔÑÏÇÅ½ÆÔ¹½ÕºÑÝÈÇÙº¹À¼ÎÈÕ½»¹º¹ÄÑÈÉ½½ÚÑº½ÎÆÅ½È¹Í½ÓÔÀºÄÀ»¹ÝÆÎ»ÀÏ½ÄÀÈÝÚÀ»ÆÝºÎÈÕ½ÅÎÆ¹½½ÎÈ½�ÀÈÆÑÈÕÂ½ñÔÎÈÀÂ½ÆÔ¹½È¹Í½ÚÀ»ÎÏÎÆÉ½ÍÎÏÏ½Ù¹½ÎÆÅ½Å¹»ÑÈÇÖ½ÏÀºÕ¹ÅÆ½ÍÑºÏÇÍÎÇ¹Û½ÁÅ½ÑÚ½éåØ�Â½ÎÆ½ÍÎÏÏ½ÄÀÎÈÏÉ½ÚÑ»ÝÅ½½ÑÈ½ÆÔ¹½ÙÝÏ¼½ÓºÑÇÝ»ÆÎÑÈ½ÀÈÇ½ÓÀ»¼ÀÕÎÈÕ½ÑÚ½Ä¹ÇÎ»ÎÈ¹Å½º¹Ú¹º¹È»¹Ç½ÎÈ½ñÔÎÈÀÞÅ½¹ÅÅ¹ÈÆÎÀÏ½ÇºÝÕ½ÏÎÅÆÛ

�ror³�t�t�t£§̄ ¤�¥¢¤��õ§�¤¢¥¥��§
À̧º»ÝÅ½¾ÝÔÈ¹ºÆ½ÐÑÎÈÅ½ÆÔ¹½¿ºÑÝÓ½ÀÅ½̧¹ÄÙ¹º½ÑÚ½ÆÔ¹½½óæ¹»ÝÆÎÒ¹½ôÑÀºÇ½ÀÈÇ½ñÔÎ¹Ú½ÎÈÀÈ»ÎÀÏ½àÚË»¹ºÛ

³¬s�¬�¬pt��t�t��̈ §§©§£�¤�¢�� ¡�̈§¤���©�±��µ̈ ������£§µ
âÔ¹½»ÑÄÓÀÈÉ½ÀÈÈÑÝÈ»¹Å½ÀÈ½ÀÕº¹¹Ä¹ÈÆ½ÆÑ½À»èÝÎº¹½çÎÕÄÀÖ½ÁÏÇºÎ»Ô½ÚÑº½�ç�½Ø�Ûå½ÙÎÏÏÎÑÈÛ½âÔ¹½»ÑÄÙÎÈÀÆÎÑÈ½ÍÑÝÏÇ½¹ÅÆÀÙÏÎÅÔ½ÑÈ¹½ÑÚ½ÆÔ¹½Ï¹ÀÇÎÈÕ½ÓÏÀÉ¹ºÅ½ÎÈ½ÆÔ¹½�ç�½Øãå½ÙÎÏÏÎÑÈ½ÕÏÑÙÀÏ½ÏÎÚ¹½Å»Î¹È»¹½ÎÈÇÝÅÆºÉÛ½àÈ½Ã¹»¹ÄÙ¹º½�Â½çÎÕÄÀÖÁÏÇºÎ»Ô½ÅÔÀº¹ÔÑÏÇ¹ºÅ½ÀÓÓºÑÒ¹½ÆÔ¹½Ä¹ºÕ¹º½ÍÎÆÔ½ÑÝº½»ÑÄÓÀÈÉÛ

���� �



� ��o���ª¬t�t���y�|��|���z��z{

�p¬ªö��t�t²¢¡£�§̈¤¥¢̈ ¤�¢£�§̈¤������

�p¬ªö��t��§����¤¥¢̈§ò§̈²¢£§����� �
�p¬ªö��t�t�¤�̈²����¤��§�̈¤¥¡�¡̈ §¤�!����"

�p¬ªö��t�©�̈õ§��¤�£¤©¢��¢£¤������#

�$%t&'()*t+,t-$./0+/0t.1t2(%.1$1.3+/0t,4%%*5t�%0.1(%/*,÷t&$+-$t-$.(.-1%(+6%t1$%t*%%4øt,%.1%*tt,'-+.)t./*t1%-$/')'0+-.)t-$./0%,t1.3+/0t4).-%t.('7/*t1$%t0)'2%÷t.(%t'/%t(%.,'/5t�/t1$+,tt�//7.)tp%4'(1÷t&%t1.3%t.t-)',%(t)''3t.1t8'7(t0)'2.)t1(%/*,5tq7(t9.0.6+/%t,$'&,t$'&t&%t.(%t9%%1+/0t1$%9÷t4',+1+'/+/0t'7(,%):%,t'41+9.));t8'(t1$%t8717(%t./*t1.3+/0t*%-+,+:%t,1%4,tt1't$%)4t,$.4%t1'9'(('&5

<ÔÎÏ¹½ÏÎÚ¹½¹æÓ¹»ÆÀÈ»É½ÎÅ½ÎÈ»º¹ÀÅÎÈÕÂ½ÙÎºÆÔ½ºÀÆ¹Å½½Àº¹½Ç¹»ÏÎÈÎÈÕÂ½¹Ò¹È½ÎÈ½ÄÀÈÉ½ÇÉÈÀÄÎ»½¹Ä¹ºÕÎÈÕ½»ÑÝÈÆºÎ¹ÅÛ½<¹½Àº¹½ÆÔ¹½ÕÏÑÙÀÏ½Ï¹ÀÇ¹º½ÎÈ½Ú¹ºÆÎÏÎÆÉ½Æº¹ÀÆÄ¹ÈÆÛ
âÔ¹½ÄÎÇÇÏ¹½»ÏÀÅÅ½ÎÅ½ÕºÑÍÎÈÕ½=½ÍÑºÏÇÍÎÇ¹Û½ÁÅ½ÎÈ»ÑÄ¹Å½ºÎÅ¹Â½ÅÑ½ÇÑ½»ÑÈÅÝÄÓÆÎÑÈ½ÀÈÇ½Ô¹ÀÏÆÔ½ÀÍÀº¹È¹ÅÅÛ½½<¹½Å¹¹½ÆÔ¹Å¹½È¹Í½ÄÀº¼¹ÆÅ½ÀÅ½ÚÝÆÝº¹½ÔÝÙÅÂ½ÀÈÇ½Àº¹½Ù¹»ÑÄÎÈÕ½¹Ò¹È½ÄÑº¹½ÎÈÆ¹ºÈÀÆÎÑÈÀÏÛ

âÔ¹½ÇÎÕÎÆÀÏ½º¹ÒÑÏÝÆÎÑÈ½ÎÅ½»ÔÀÈÕÎÈÕ½Ó¹ÑÓÏ¹ÞÅ½ÏÎÒ¹Å½ÀºÑÝÈÇ½ÆÔ¹½ÕÏÑÙ¹Û½<ÎÆÔ½ÑÝº½¹æÓ¹ºÆÎÅ¹½ÎÈ½ÏÎèÝÎÇ½»ºÉÅÆÀÏÅ½ÀÈÇ½ÎÈÅÎÕÔÆÅ½ÎÈÆÑ½ÚÝÆÝº¹½Æº¹ÈÇÅÂ½ÑÝº½»ÑÄÓÀÈÉ½ÎÅ½Æ¹»ÔÈÑÏÑÕÉ½Ï¹ÀÇ¹º½ÀÈÇ½¼¹É½ÇºÎÒ¹º½½ÑÚ½ÚÝÆÝº¹½Ç¹Ò¹ÏÑÓÄ¹ÈÆÅÛ
Ñº½ÄÀÈÉ½Ó¹ÑÓÏ¹½ÀºÑÝÈÇ½ÆÔ¹½ÍÑºÏÇÂ½À»»¹ÅÅ½ÆÑ½ÎÈÈÑÒÀÆÎÒ¹½Ô¹ÀÏÆÔ½ÅÑÏÝÆÎÑÈÅ½ÎÅ½ÄÑº¹½ÑÚ½À½Çº¹ÀÄ½½ÆÔÀÈ½À½º¹ÀÏÎÆÉÛ½ÜÈ½ÑºÇ¹º½ÆÑ½»ÔÀÈÕ¹½ÆÔÎÅÂ½Í¹½ÔÀÒ¹½»ÑÄÄÎÆÆ¹Ç½ÑÝºÅ¹ÏÒ¹Å½ÆÑ½ÈÝÄ¹ºÑÝÅ½ÓºÑÐ¹»ÆÅÂ½ÚÑº½ÎÈÅÆÀÈ»¹½ÎÈ½ÆÔ¹½ËÕÔÆ½ÀÕÀÎÈÅÆ½Å»ÔÎÅÆÑÅÑÄÎÀÅÎÅÛ

���� >



?@@A?BCDEFGDHCICJKLMNOPQORPSTNSTU V

HGCGADCWX?DEXGBYEDWCIZ[\]\̂_
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"What one has wis '

one has in abundance. re an ore

peopfie can relate to this ote from Tbhann
Wolfgang von Goethe as II e expectancies

steadily increase worldwide. Birth rates,

meanwhile, are sinking. These developments

are reflected in our portfolio of products

and services — including those that treat

infertility and further cancer research. 
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II

PROF. DR. HERIBERT KENTENICH ->

FERTILITY CENTER BERLIN

SILKE AND JENS ->

ASSISTED REPRODUCTIVE TECHNOLOGY HELPED SILKE AND JENS

TO HAVE THEIR CHILDREN LOV|S (RIGHT) AND HENRI.
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TREND/2 —>

. MARKETS IN

MOTION

The world is converging — with amazing

’ dynamism. Economic boundaries are
‘ blurring, and global competition is heat-

ing up at an accelerating rate. We are

strengthening our presence in emerging

markets and preparing ourselves for a

__,-successful future.
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14 MAGAZIN E —» Murketsin motion

MEETA GULYANI —>

EXECUTIVE VICE PRESIDENT, HEAD OF STRATEGY Et GLOBAL FRANCHISES
AT THE BIOPHARMACEUTICALS BUSINESS

E,
UNIQC POSITIONED TO FURTHER OUR GREAT POTENTIAL

IN EMERGING MARKETS BY DRIVING GROWTH OF OUR SPECIALTY

CARE PORTFOLIO." -  
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@FIK?NCOIJRAEOCIGCOAFEK@FdACGJKUFKTCFKCuIR@BCeDERFA?C?KUCåJRISEC?RECO@FNNCNE?UpFKTYCXJ@CO@?TK?@FKTC?OCTIQERKDEK@CGJKUFKTCFOCAIKO@R?FKEUC?KUCSB?RD?AEJ@FA?NCREOE?RABCFOCAIKOINFU?@FKTYMCO?HOC�?KFENĈ@?DDYCWE?UCIGC�NIX?NC�B?RD?C�RIAEOOFKTC?@C@BECPFGECÂFEKAECXJOFKEOOVCx?KHCEDERTFKTCD?R\E@OC?RECFKQEO@FKTCBE?QFNHC@ICUEQENISCXFIOFDFN?RCSRIUJA@FIKCA?S?XFNF@FEOVC]?A\EUCXHCG?QIRp?XNECUEDITR?SBFAOC?OC[ENNC?OCFDSRIQFKTCEUJA?@FIKCO@?KU?RUOYCeGRFA?C?KUC@BECxFUUNECå?O@CB?QEC@BECSI@EK@F?NC@ICGIO@ERC?CKE[CTEKER?@FIKCIGCOAFEK@FO@OVC=nKC@BEC@EABKINITHCGRIK@YC[EC?RECOEEFKTCFKARE?OFKTCQINJDEOCIGCXFINITFACURJTCSRIUJA@FIKYCIGCXI@BCAJRREK@NHCIGGpS?@EK@CURJTOC?OC[ENNC?OC?CXJRTEIKFKTCSFSENFKECIGCKE[CXFINITFA?NCEK@F@FEOVC>ENNJN?RC?K?NHOFOCFOCXEAIDFKTCDIRECRENEQ?K@YC?OCFOC@BECSJRF@HCIGCN?XC[?@ERC?KUCABEDFA?NOYMCO?HOĈ@?DDV
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MAGAZIN E —» Marketsin motion '17

Asia-Pacific 

3,228million

 
 
1,740million ERICH NOBIS ->

VICE PRESIDENT. INTERCONTINENTAL
CONSUMER HEALTH

 
525million

"HEALTH IS THE KEY

TO REALIZING A HIGHER

STANDARD OF LIVING." 
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FDGYĀ H¶G@CG·CB¶GA¶YC̄DHWH?BWCIIJúù�þ�KILúMùNùJú

���� ̂n




O�?�?�¶@ECICOR��UTKMORMNK�OQ�T��NO

4����)��)����"�)��������;������#����������(���������!#��-������#����������&��������������'(�$������#�������(��������������%�����?#����#$�/.#��$����)#������ ���#��(�$�PQ�R��!��������.#���#�&��*�����(��'(��������#.�(������������������������#����'(�$������#����# ��#���#����!��#���������"�����.��"����#���'(�$-�"��������/��(����S�"�#��(�$�����#�������!�����-�#�$�#������#�-�"���������������!�����������������$������(���*�+��������'(�$������#����3�(��-�������$/��#)�$������(����#�������&��#���������!�;���#�$�����������������/����#�������"# ����!������*�4����#����������#���(���������#))���$-�������'(�$������#�����#����������#��������-������.����#����������������������������*��}}x��cv���k�cv�c}d��xc���v�x������T����#�����#��-�)��)���!#���$�����������,������)������#���!���'(�$������#��-�"�����"����$���� ���$����UVVV�#�$�"�(�$��#����.������#��#���(�$�����(�����*�4�����.��������$���!�����UWPQ��������������!�8���&�XY#1-�?#����#$�-�Y���#��-��#$������()�"���������$�#��!�����S#�/�������$��)�#�-����"�(�$��#&������������!��������$��#�����.������#���#����*�+����#���-���'(�$������#���"����(��$��������E0�$��)�#����!�)��&����#��(�#�����#�$�$����#��"#�����*�+�����������)��#�����"�����(��������%����������������)#����-�)#����(�#�������Z#)#��%��������)#���$�� �����������������#��$� ���)������!�E0?�*�?��#$����!��3)���������# �����(���$�������'(�$������#�����#�������#���.�����#��-�����/�����#��-��#,��/��#�)���#����#�$���#����#.����#)�$�!�#����#����!����� ����#�$�#���#����*������#���!�(�$����(���#/�����-��#���/��������9�-�#��"����#�������.����)�����-�������������#����#�$�$����#���#�/��#�*�����(���)#��������)��"����)���#�����1��#��$��)�#��#�$�$� �����#�(!#��(����-�8���&�XY#1-�?#����#$�-�Y���#��-��#��

�?D[C°EDD?BBCIC\�ù]ú̂�ú]IþN�ùýú_ù��üIù�þúǜ ]
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�?D[C°EDD?BBaú�\�þ�úùü�úù��úIJĴbùr�ÎJþú�̂úc\Iû\ú̂�üúù]bùJû�]ú_ù��üIù�úú]�b��̂N_�J�þú\ùb�úúû̂J�üId���]LúùJ]ú�\�ú_ùüs��úû̂J�IJ��þú�̂ú�b̂�b�úù�úùJúIJûü�ùþIJKúüù��ef
����#.�����$������!�#���������.#�������������#�$��#�&�����#$��*�+��#$$�����-����#������#�'(���������#���.������#$��������(���#��(�����!(��!(�(��-��(���#�������#&�� ����!�1t�u����������8#����#��*�<��������)#����())������)���#����������#���!����������$��)�#�����)������-�"������#&���������#�)��!����;��!����(��)���!����-=�9���#�����#��*�����#�'(���������!�1t��#����$������������#������!�������"�+�����#��$�0���(����8#����#���.(�������(���-���#$�$�.��@�����4��$��.�(��*�<5(���(��������#��������#��/���$��#�$������"��#����#��������$������!(����������#�(��,���������$(������#�$�.������������#)#����*�4�����#���#$$�$� #�(��!������������(�����"�)��$(����!�������/���$(������"����(�)����$����$��� �����!��!;������-=��#���4��$��.�(��-�"���������/ ����$��!�����.(�������(���2��)������#�*�<6(���)��$(�����#��.���������)��;�#.���#�$�#���� ��#���������#�&���)��������"���/���#�!�"���#��-=���������*

�x�c���d�}�v����c�x��ºcc���cd���}�<������#���#������� #���������"������(���#$ #���$��#����#��$� ���)�������# �����/���.(��$-�#�$������#�&���������(������� �� ��#��#�������#������#��-=��#���8#�&�9���#��-�"���)�����$������#���� ���������3#�/)���*�T�������#���-�9���#����������������#��)������#���!����#���������/���������$��$���D5Eu?�F-�����$� ���)������!�"������������)#������#����$�� ���*�5Eu?��#���#���#$��.�����(��$��������$��)�#���!��#�����.����)�����-�#�$������#����#���������(�$�!���(�������9���������#��"���*�5��#���������/���������$��$���#������!/���(���#����-�"�������#����������'(�������#$$�����#����������(���*�5Eu?���������)�� �$�������� ������������#�$�����������#��-�#�����������.���;��*�1����$�������9���#��-�S�3�/.���5Eu?�$��)�#�����#���#��.��.���-�!��$�$���������$�()�"������#$�������)���������"�)����.�������*�<����)������)���#��� ���������#�$������"�����-�#�$�����#�����������.(��*������#����)�������#�)#����(�#����������(��/�#���-=��#���9���#��*�:��#$$����#����������������.��)����.�������)���()�#���#��)�����#�$��(�����������#��#.����>0*�T(���������-�S�3�.���$��)�#���#���)# ��������"#��!����#���������#))���#������%�!����"����/"#������#�$�$��)�#��)#����-����$����#�� ���������������*�6���-�.(��$�����;���$�"����"��$�"��.#��$����E0��������������(�$�.���� ���#�!(�(����������&*�������"��$�"�����������!��"��)#�����!���#�����#��#�����(�$����������#��#�$���#�����!�#�!�"������/������*�����#))���#������!�#���"/ ���#�������������(�����������������"��(�������������"��$�"���#������-���#.�����������(/�(���� #��#.����"�����������v(��������$��!�������������$#�&�#�$� ���� ���#*�+!�������#�$����)��#�(���#����)���#�����#�#��$-������������������#�������;�#�����.��������������!;������*�+��"����.��)����.�������������#�������������/�����"��$�"���������� ������#��"��$�"��"���� �������������!!���*�Z(���"����9���#������#.�(������#(���������������3���3#�)��-�������#��)����� �.�#���w%���2�������!���������3��#))��������*�n����������#�����# #��#.������.����#�.��������#�$�#��(�����!�����$����#��#��*�x��$�(.��9���#�����(�$�������(������#����#���������3#�)�����!����������������������-���)����� ��� �$������!�����'(#��(����#)��.������#$��.���������)#��*

�¶̄DGW̄ GFECWB¶YECIIJúùú�Iy�I]úûüýþ�ù�þúü�þ�ùüû\ú�ùd̂ üù�̂üýúIJúù�þ�KILúMùNùJ

���� ̂�




z �?�?�¶@ECICOR��UTKMORMNK�OQ�T��NO

YGDEE@CXE@�CB¶A{C@GYECIC
���xc��l��wlc�grsr�lmc�x�rs�cigc��c�x�rs��cql�cce�fl�mr�wepcr�celgmtc�̀ b̀�cvwr�c�jlmmcl�pcwrswn¹olmrftcpe�rs�c�gjcr�cfwec�elgmc�r{egc�emflczogge�fmtcej~mit�cfe�clgzwrfezf�cl�pcpe�rs�eg��c�igee�c�e�scdrocr�crf�c~gr�zr~lmclgzwrfezf�

?�¶WXCF?HEB{C�¶̄DGWG·HCIC
�cpe�rs�c~gipozegclfc�rzgi�ihfµc�lfemchizo�e�ci�cfweco�peg�fl�pr�scihcwiqcwojl�co�egcr�feghlze�cl�pccr�feglzfri�cml�solse�c�eepcfice{im{ecr�c�ifwc�ihfqlgecl�pcwlgpqlge�

|�wlfcr�	oe�zecpicr��i{lfr{ecpr�~mltc�imofri��cwl{eci�clgzwrfezfogecl�pci�cfwecmr{e�cihc~ei~mecr�cog�l�ce�{rgi�je�f�}~cvwr�c¹oe�fri�cql�cpr�zo��epc�tceyn~egf�clfclc�tj~i�rojce�frfmepc||ormpr�sc���i{lfri�c�c�r�~mltr�sc�gzwrfezfoge~µcqwrzwc�egz³ck�l�µc�lgjn�flpfµc�egjl�tµcwempcr�c�wl�swlrcr�c�i{ej�egc�̀�b�cvwec�~el³eg�cr�zmopepc�pljc�gee��empµc�igee�c�e�scdorµc�jr�wc�lfemcl�pcvrjcxpmegµcqwiclgec¹oifepcwegecl�pci�cfwec�eyfc~lse�cvwec�tj~i�rojcql�c~lgfcihccfwec|�r�~mltr�sc�ofoge�~c�egre�µcqwrzwcql�cmlo�zwepccr�c�̀���c|�r�~mltr�sc�ofoge�~czgelfe�c�~lzechigcr�fegnlzfri�µcr�fegpr�zr~mr�lgtceyzwl�secl�pcjofolmcr��~rnglfri�chigcpr�~mltcl�pcjlfegrlmc~gipozeg�µcpe�rs�eg�µcclgzwrfezf�µclgfr�f�µc�zre�fr�f�cl�pcey~egf�chgijcifwegc�emp��cvweclrjcr�cficpe{emi~c�ze�lgri�c�eti�pc~ogecfezw�rzlmcl~~gilzwe�cfwlfc�wiqcwiqczi��fl�fmtczwl�sr�scwojl�c�eep�cqrfwcge�~ezfcficzijjo�rzlnfri�cl�pcji�rmrftclgecrj~lzfr�scfwec~gi~egfre�cihccpr�~mlt�cl�pcwiqcpr�~mltcl�pcjlfegrlmc~gipozeg�czl�clmgelptclpl~fcficfwe�ecfiplt�c��c�̀�Vµcfwec�tj~i�rojcqrmmc�ecwempcr�cfwec��rfepc�flfe�cl�pcfwo�ciof�rpecc��rlchigcfwec�g�fcfrje�

aú̂�üúû\ù���JK�úùþúùüû\I��û�þúIþúú�̂ú]�þIKJú�þIJKú_ù��üIù�þú�\ù�úùü�úþ�þ�ùIJùd��Lú�J�üKýr���IûI�J�LúúùJ]úü�Nü�þ�J�ù�Ib�Lúý��úù�ú�\�úþù_�ú�I_�úIJ��N�JþIb�eú�\�þLúc�úùü�úû̂Jþ�ùJ��ýú�̂ ŝIJKú�̂üúJ�cúNü̂]r�û�þú�\ù�úûùJú\��Nú�þúü�ùû\ú�\�þ�úK̂ù�þef
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ACCESS TO HEALTH: A FOUR-

PILLAR STRATEGY

The Praziquantel Donation Program is

one of the many activities within th

scope of the Access to Health initiative.

Core competencies across the compan

are leveraged to provide health solutions

to underserved populations and patient

in developing countries. Improving access

to health involves a complex and broa

range of tasks, e. g. researching, develop-

ing and refining health solutions, creatin

efficient health systems and distributio

channels, offering products at affordabl

prices, as well as educating health workers

and patients. The company's strategy
focuses on four areas, the so-called “4As”:

Availability, Affordability, Awareness, and

Accessibility. Availability includes refin-

ing health solutions that address unmet
needs and are tailored to local environ-

ments; affordability is about helping

patients who are unable to pay for the

health solutions they need; awareness

focuses on empowering people to make

informed decisions through education

and training; and accessibility aims at

strengthening supply chains in order to

deliver and reach out efficiently at the

point of care.

PUTTING PATIENTS FIRST
The Access to Medicine Foundation has

recognized the Group's strategic approach

in its Access to Medicine Index. Every two

years, the index compiled by the non-profit
international foundation assesses the ini-

tiatives by the world's leading pharma-

ceutical companies to promote access to

medicine in developing countries. In 2014,

the company ranked sixth, moving up two

places compared with 2012 (see page 60).

VICE CHAIRMAN OF

THE EXECUTIVE BOARD

"PATIENTS ARE AT THE CORE

OF ALL OUR EFFORTS. WE

WILL DO EVERYTHING

WE CAN TO BETTER HELP

THEM WHILE WORKING

TO FURTHER LOWER THE

BARRIERS TO ACCESS."

“The repeated improvement in our ranking

proves that our diverse activities have be-

come an integral part of how we conduct
business. Patients are at the core of all our

efforts. We will do everything we can to

better help them while working to fiirther

lower the barriers to access,” says Stefan

Oschmann. Apart from the commitment

to the fight against schistosomiasis, the

foundation praised a new business model

in India. The Suswastha pilot program is

aimed at increasing access to health care

products at an affordable price in rural

India. The company's Capacity Advance-

ment Program (CAP) seeks to improve

access to and the quality of diabetes treat-
ment in Africa and India.  

NSURING ACCESS TO SAFE

E D I CI N E S

e numerous projects based on the

ccess to Health strategy are bearing
it around the world, with a clear focus

n the rural regions of developing coun-

"es. For instance, a rural pharmacy has

een developed — a pharmacy specifical-

y designed for Afiica that is being pilot-

d in Ghana. The pharmacy is inside a

0 m’ container that can be transported

y truck to remote communities, pre-

quipped and with minimal assembly

equired. “We are providing rural popu-
ations with direct and safe access to

medicines and professional advice,"

says Ronke Ampiah, Head of the Rural

Pharmacy project. Safe provision also
means that the medicines are neither

substandard nor counterfeit. That's be-

cause these could be lethal if, for in-

stance, patients take entirely ineffective

medications for malaria. The packaging

is largely identical; the international po-

lice organization Interpol estimates that

up to 30 0/o of all medicines in developing
countries are either counterfeit or sub-

standard. The Global Pharma Health Fund

(GPHF), a non-profit initiative funded

by Merck KGaA, Darmstadt, Germany, is

dedicated to fighting counterfeit medi-
cines. The most effective tool is a mobile,

compact laboratory that can be used to

identify counterfeit medicines quickly

and easily. Reference samples are used

to test the identity and concentration of

75 active ingredients in total, ranging

from anti-malarial drugs and antibiotics

to analgesics and antipyretics. This is

another initiative through which the

company is helping to improve access to

health in developing countries.

—> More information can be found
online in "M - The Explorer
Magazine"

www.emdgroup.comI
praziqua ntel
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KARL-LUDWIG KLEY

Chairman of the Executive Board
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Our company has completed another good year. We again achieved profitable growth. The “Fit for 2018"

transformation program, with which we are shaping the future of our company, is showing its effect. With

the acquisition of AZ Electronic Materials (AZ), the offer to acquire Sigma-Aldrich and our alliance with

Pfizer in immuno-oncology, we have laid the foundations for future growth.

In 2014, our sales rose by 5.5% to € 11.3 billion. EBITDA pre one-time items, our most important earnings

indicator, increased by 4.1% to € 3.4 billion. Through solid organic growth and acquisition-releated

increases, we were able to make up for negative foreign exchange effects. Profit after tax declined slightly by
3.7% to E 1.2 billion.

Business free cash flow decreased to € 2.6 billion, which was 12.0% below the very high level of 2013. At

the beginning of 2014, we completely eliminated our net financial debt. As a result of the acquisition of AZ

Electronic Materials in May 2014, it had temporarily increased to € 2.2 billion as of June 30, 2014. Yet by

year-end, we had already lowered it to below € 0.6 billion.

The capital market has recognized the positive development. The share price soared by 20.4% in 2014 — the

largest increase in the DAX. On November 27, our shares even hit a new aH-time high of € 80.40. We are

pleased by this even though our company doesn't think just in quarters, but also in generations.

We want our shareholders to partake in the successful development of the company. Therefore, we will

propose to the Annual General Meeting an increase in the dividend by E 0.05 to € 1.00 per share. The total

dividend payment takes into account the 1:2 share split in 2014 and also takes into consideration the capital

resources required for the Group’s further transformation steps.

Please allow me to address the key strategic steps taken in 2014:

—> The measures to improve our efficiency were successfiilly completed. Consequently, in 2014 we embarked

on the next phase of “Fit for 2018”, sharpening our focus on growth.

—> The acquisition and integration of AZ Electronic Materials, a leading premium supplier of high-tech

materials, were also completed. The portfolio includes process chemicals for the manufacture of inte-

grated circuits, such as those used in smartphones, as well as photoresists used to manufacture flat-screen

televisions. Our liquid crystals remain the gold standard in display technology. With AZ, they are com-

plemented by specialty chemicals for the technology behind displays.

—> We will be working closely with the U.S. pharmaceutical company Pfizer on the development and global

commercialization of our immuno-oncology anti-PD-L1 antibody. With this groundbreaking alliance, we

are entering a highly promising growth market with a compound from our own pipeline.

—> In September, we announced our intention to acquire the U.S. life science company Sigma-Aldrich. This

would be the largest acquisition in the company's almost 350-year history. Once we receive antitrust clear-

ance of this acquisition, we will be able to offer our customers a much broader product portfolio as well as

the industry‘s leading e-commerce platform. At the same time, the acquisition would strengthen our global

presence in the life science market, above all in North America and in the fast-growing markets of Asia.
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36 TO OUR SHAREHOLDERS —» LetterfromKarl-LudwigKIey

These developments are the result of our long-term transformation and growth strategy. I have been report-

ing to you since 2007 on our progress: With the acquisitions of Serono, Millipore and AZ and the divestment

of our Generics business, we have extensively rebuilt our portfolio. We have globalized our organization and

filled key positions with the right people. We have modernized our processes and implemented extensive

efficiency measures. The Group is thus well-placed to take the next growth steps from a position of strategic

and financial strength.

Now that more and more pieces of the mosaic are coming together, the big picture is becoming visible. Our

company is transforming into a highly specialized technology company with the goal of improving the lives

of patients and customers.

The world is changing rapidly, and our company is changing too. In 2014, the growth markets of Asia and

Latin America for the first time accounted for the largest proportion of Group sales. Their contribution

increased by 2 percentage points to 38 %. In order to further capture the potential of these markets for the

Group, we need to be close to local customers. For instance in China, we opened our Liquid Crystals Center

in Shanghai and laid the cornerstone for a major pharmaceutical manufacturing facility in Nantong.

We offer technologies and solutions that make a positive contribution to our rapidly changing times. Aging

populations are a global challenge, as are the issue of broad access to health for everyone, and the digitization

of our society. We are resolutely focusing on innovation in order to continue to offer good solutions to these

challenges. The most visible sign is the Innovation Center, which is currently being built at the heart of our

global headquarters in Darmstadt. It is to become a hub of creativity at our company.

But as we develop the company further, we will not lose focus. We will continue to concentrate on fields in

which we have the competencies and resources to make meaningful contributions. In the future, we will

group them into three business sectors in our financial reporting:

—> Healthcare comprises the Biopharmaceuticals, Consumer Health, Allergopharma and Biosimilars businesses.

—> Life Science includes the Life Science business and offers room for the planned acquisition ofSigma-Aldrich.

—> Performance Materials consists of liquid crystals, the AZ Electronic Materials business, pigments and new
materials.

Customers and patients remain at the center of all our efforts. Innovation, efficiency, and a global presence

are not an end in itself. The only way for us to achieve our own objectives is by meeting the needs of

customers and patients with innovative products and the highest quality standards. We are aiming for long-

term, sustainable growth in line with our six corporate values, namely courage, achievement, responsibility,

respect, integrity, and transparency.
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TO OUR SHAREHOLDERS —) LetterfromKarl-LudwigKley

All this is made possible by our 39,000 employees around the world. Each and every day, they work on

high-quality products, improved solutions for customers as well as on innovative approaches for a healthier

as well as more comfortable and pleasant life. And through their work, they continue to write our success

story. I owe my thanks to every single one of our employees.

Merck KGaA, Darmstadt, Germany, is superbly positioned to shape its future further. I thank you for your

trust and support. Please continue to accompany us into an exciting, successful and sustainable future.

@M/Wéfj k3
KARL-LUDWIG KLEY

Chairman of the Executive Board
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38 T0 oun SHAREHOLDERS —» TheExecutiveBourd

THE EXECUTIVE BOARD OF THE GROUP ->

BERND RECKMANN, MARCUS KUHNERT, KARL—LUDW|G KLEY,

STEFAN OSCHMANN, BELEN GARIJO, KAI BECKMANN
from left to right
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��¢¤�¥������çh́ ceagfaducavwcxmdpycazgjen�±¤¥®¤ª¡ª£ª°¦�̄®«�§«®́¥�̄́ ³°ª®¤̈±egm|aªmhj}a¶c�gmexc�µa±egm|a»}fgehjdpg}a~ceypxc�µa±egm|a¿egxmechc}dµa»}ugm�ca{g}�mkdp}qµa~pdcaÃ|cejdpg}�a
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ÍP±\T±\5NS,\SRT±ßRâ àaNK,²÷¶³½X¹½ºò��ò¶¼�¹R½X¹�¹½X·òí»�½¼¾�T
Y¹ºÄÄº�¼ÄÅº¼ÅZº»�é�¼Ä[Å\è��ÃÅÊÅÁ¼ëÅÇ µ́¶µ µ́¶¶ µ́¶́ µ́¶· µ́¶�$ $ $ $ $ $Õ���ÍüØ�þ]Íþ'ü��ü�� ��� �Ì� ��� �!� ��Ì�Ñ½¾ÙÁ$d&́¾%$¾ÇÑÆÆÑÀÈÆ ·̈´ ·¶Í ·́¶ ·̈µ ·́·%ÈÂÑ½¾ÙÁ$d&́¾%$¾ÇÑÆÆÑÀÈÆ ´́¨ ´́· ·́µ ¶́Õ µ́¶
â̧áéñâóêâ�íïçãìéàï¹êî¹íèèâáïíîèà¹�êéß¹éßà¹́áààîßâãìà¹́íì¹̧áâéâèâó¹Rêîèóãïêîð¹éßà¹îà�¹äáâïãèéêâî¹ìêéàì¹âñ¹»WT)
�xio}�fpnxn}ipixsfmtn�ufnf{i�foltifkxflrofizzlosufzlofurusnkxn|tifixio}�fizzkqkixq�fnxvfqtkpnsifqhnx}ifpksk}nsklx�ffshif�olrm�ufmol~vrqsklxfuksiufkxf�nopusnvsfnxvf�ioxuhikpfnqqlrxsfzlofnolrxvf��f�flzffshifqlpmnx��uf}tl|ntfixio}�fqlxurpmsklx�f�xf����yf|lshflzfshiuifuksiuf�rntkzkivfzlof���f�����fÞf�xio}�f�nxn}ipixsf��u~sipfqioskzkqnsiuyf�hkqhf�ioifoinzzkopivfkxf�����fghif�ltuhikpfuksifkxf§onxqiyfshif¢luirx}fuksifkxf«loinfnxvfshifgnl�rnxfuksifkxfgnk~�nxfoiqikwivfshif���f�����fqioskzkqnsifkxf����fzlofshifzkousfskpi�fghif�kiu|nvixfuksif�nufqioskzkivfzlofshifzkousfskpifkxf¬nxrno�¡�����f�lrxskx}fshifjnokfnxvfgk|roskxnfuksiufkxf�snt�yfik}hsffshifqlpmnx�fmolvrqsklxfuksiufhnwifnfqioskzkivfixio}�fpnxn}ipixsfu�usip�ghifoiurtsuflzfshif�no|lxf�kuqtluroif¢ol©iqsftk{i�kuifkxvkqnsifshnsffshif�olrmfkuflxfshifok}hsfmnsh�f�xf����yff�ioq{f«�n�yff�nopusnvsyf�iopnx�yfn}nkxfonx{ivfkxfmiozlopnxqif|nxvfjfkxfshif�tkpnsif¢iozlopnxqif�qlokx}yfnxvf�nufshrufqtinot�fkxfshifrmmiof

onx}iflzfnttfmnoskqkmnskx}fqlpmnxkiufkxfshif�iopnx�yf�rusoknfnxvf��ks�iotnxvfqnsi}lo��f�xfshif�tkpnsif�kuqtluroif�qlokx}yf�hkqhfonsiufshifshlolr}hxiuufnxvfsonxumnoixq�flzfnfqlpmnx��ufoimlos~kx}yffshif�olrmfuqloivf£�flrsflzf���fmlkxsuyfmrsskx}fksf�ittfn|lwifshifnwion}i�fghif�no|lxf�kuqtluroif¢ol©iqsyfnxfkxvimixvixsfxlx~fmolzksflo}nxk�nsklxyfnuuiuuivfshifipkuuklxufoivrqsklxfmol}oiuufnxvfqtkpnsifqhnx}ifoimloskx}flzfqlpmnxkiu��xfnvvksklxfslfixio}�yfkxf����ff�ioq{f«�n�yf�nopusnvsyff�iopnx�yfntulfzlqruivflxfshifslmkqflzf�nsio�f�ifi�npkxivflrofuksiufslfvisiopkxif�hkqhflxiufnoifftlqnsivfkxfoi}klxuf�hioif�nsiofkufuqnoqifnxvfshrufnxfiumiqkntt�fmoiqklrufoiulroqi�fjnuivflxfnffvisnktivfnuuiuupixsyf�ifmtnxfslfkpmtipixsfurusnkxn|tif�nsioffpnxn}ipixsfu�usipufnsfshiuifuksiu�

���� �¼



ÊÊ ÜÙØÏÝÍÓÒÐÒÜÔÓÔÐÕÍÙÔÝØÙÕÍ�ÍÎÏÐÑÒÓÔÐÕÒÖÍ×ÐÎØÙÓÒÕ×ØÐÍÒÚØÏÕÍÕÛÔÍÜÙØÏÝÍ�Í������ÁéÃÅ�ÃÄ��¼Äºæº»ºéú

\.9CA<9>B>@>:=,UA/,9A0>.:=,fghif�olrmfuiiufksuitzfnufmnosflzfulqkis�yfxlsflxt�fnsfksufkxvkwkvrntftlqnsklxuyf|rsfntulfnsfnf}tl|ntftiwit�fgn{kx}foiumlxuk|ktks�ffsl�novufulqkis�fkufnxfkxsi}ontfmnosflzflrofixsoimoixirokntffnmmolnqh�f�if|itkiwifshnsf�ifqnxfpn{ifnxfkpmlosnxsfqlxsok|rsklxfslfshifqlp~prxks�fsholr}hflrof{xl�tiv}iyflrofu{kttufnxvflrofmolvrqsu��rofulqkntfoiumlxuk|ktks�fnqskwkskiufnoifmokpnokt�fzlqruivflxfshluifnoinufkxf�hkqhf�ifhnwifumiqkzkqfi�mioskuifusippkx}fzolpflrofqloif|rukxiuuiu�f�ifnoifshrufix}n}ivfkxfhintshfnxvfixwkolx~pixsntfmol©iqsufnxvfurmmlosfivrqnsklxyfumiqkzkqntt�fkxfshifxnsrontfuqkixqiu�f�ifmolwkvifvkunusiofoitkizfkxfipio}ixq�fuksrnsklxuyffiumiqkntt�fkxfshluifoi}klxufkxf�hkqhf�iflmionsi�

�rofur|ukvknokiufnoifntulfix}n}ivfkxfnf�kvifwnokis�flzftlqntfmol©~iqsu�ffghifqlpmnx�fhnufvizkxivflwionoqhkx}fqoksioknfzlofuitiqskx}fmol©iqsuyf�hktifshifviqkuklxufqlxqioxkx}fumiqkzkqftlqntfmol©iqsufnoifpnvif|�flrofur|ukvknokiu�f�xf����yffshif�olrmfumixsfnfslsntflzf¡̄���£fpkttklxflxfqlpprxks�fix}n}ipixsfnqskwkskiu�f�zfshifslsntfplxisno�fnxvfxlx~plxisno�fvlxnsklxufpnvif|�flrofur|ukvknokiufkxf����yf��f�f�ixsfslf�pio}kx}f�no{isuf�¤nskxf�piokqnfnxvf�uknyfi�qtrvkx}f¬nmnx�yf°�f�fslf�rolmiyfnuf�ittfnuf�f�fslfshif�loshf�piokqnfnxvfshif�iusflzf�lotvfoi}klxu�

���� �!



ÊÕÜÙØÏÝÍÓÒÐÒÜÔÓÔÐÕÍÙÔÝØÙÕÍ�ÍÎÏÐÑÒÓÔÐÕÒÖÍ×ÐÎØÙÓÒÕ×ØÐÍÒÚØÏÕÍÕÛÔÍÜÙØÏÝÍ�Í�ÃÄÃÁ�è�ÅÁ¼ëÅëÃêÃ»��¹Ã¼éÅÁéÅé�ÃÅÂ����

µ½�½»µ÷�¹»¼ú¹ú½í½�¶̧º½¼¾¹»¾¹¾�½¹́µ¶·̧
,-./01,23456,74/89:4;:6,3./84<=6,0A<;D0:9,/.9.4/0E,4<;,,;.V.@AC8.<:,LA/@;L>;.,><,A/;./,:A,;.V.@AC,<.L,C/A;D0:9,4<;,9./V>0.9,;.9>?<.;,:A,>8C/AV.,:E.,FD4@>:=,AU,@>U.,AU,C4:>.<:9,4<;,0D9:A8./9G,a<,ZKY[6,,:E.,0A8C4<=,,UA0D9.;,A<,UD/:E./,AC:>8>c><?,:E.,/.@.V4<0.,4<;,.UU>0>.<0=,AU,>:9,,/.9.4/0E,4<;,;.V.@AC8.<:,40:>V>:>.9G,ôA/,:E>9,CD/CA9.6,,:E.,3/ADC,><0/.49.;,:E.,<D8B./,AU,<.L,0A@@4BA/4:>A<9,L>:E,.O:./<4@,,/.9.4/0E,4<;,;.V.@AC8.<:,C4/:<./9G5/AD<;,[6ïKK,.8C@A=..9,LA/1,UA/,,-./01,23456,74/89:4;:6,3./84<=6,/.9.4/0E><?,><<AV4:>A<9,:A,9./V.,@A<?W:./8,E.4@:E,4<;,:.0E<A@A?=,:/.<;9,><,,.9:4B@>9E.;,4<;,.8./?><?,84/1.:9,49,L.@@,49,><,;.V.@AC><?,0AD<:/>.9G
fghifqlpmnx�fumixsfnolrxvf̄¡���f|kttklxflxfoiuinoqhfnxvfviwitflm~pixsfkxf�����f�xflrofoiuinoqhfnxvfviwitlmpixsfnqskwkskiuyf�iffzlqruflxf|lshfkx~fhlruifoiuinoqhfnxvfi�sioxntfqlttn|lonsklxuyf�hkqhffixn|tifrufslfkxqoinuifshifmolvrqskwks�flzflrofoiuinoqhf�hktiffukprtsnxilrut�ffoivrqkx}fzkxnxqkntflrstn��ghiflo}nxk�nsklxntfuis~rmflzflrofoiuinoqhfnxvfviwitlmpixsfnqskwkskiufoiztiqsufshifusorqsroiflzffshif�olrm�f�kshkxfshif��iqrskwifjlnovyf�siznxf�uqhpnxxyf�hlf|iqnpifÝkqif�hnkopnxflzfshiff��iqrskwifjlnovfnsfshif|i}kxxkx}flzf����yf�nufoiumlxuk|tifzlofshifjklmhnopnqirskqntufnxvf�lxurpiof intshfvkwkuklxufrxsktf�iqip~|io¡°�yf�����ff�zziqskwif¬nxrno�¡�yfjit̂xf�nok©lfnuurpivfshkufoi~umlxuk|ktks�fnufnf�ip|ioflzfshif��iqrskwifjlnov�fjioxvf�iq{pnxxfkufoiumlxuk|tifzlof¢iozlopnxqif�nsiokntufnxvff¤kzif�qkixqi�
(%&+)�' �d!�"%d�#e
3.<./4@fghifjklmhnopnqirskqntufvkwkuklxLuf���fqlxskxriufslfiwltwif�kshfnfzlqruflxf|lshffusonsi}kqfnxvflmionsklxntfkpmolwipixsu�f�xfshifqlrouiflzf����yf�kshfxi�ftinviouhkmfkxfmtnqifnzsiofshifnmmlkxspixsflzf¤rqknxlf�luuisskyf��yfnuf��iqrskwifÝkqif¢oiukvixsfnxvf invflzf�tl|ntf���fkxf¬rt�yfshif���flo}nxk�nsklxfzroshiofixhnxqivfshifusorqsroiflzf���fslfusoix}shixfqlttn|lonsklxfnqoluufshifumiqsorpflzf�iuinoqhyf�iwitlmpixsfnxvf�lppioqkntyfmokloksk�ivf{i�fviwit~lmpixsfmol}onpuyfnxvfqoinsivfnf}lwioxnxqifplvitfzlrxvivflxfqlttn|lonsklxyfn}ktks�fnxvfl|©iqskwks�fkxfuqkixqi�f�tlx}f�kshfnfurusnkxivfizzlosfslfzlusiofnxfixwkolxpixsflzffixv~sl~ixvfviwitlmpixs¡Þfzolpfinot�foiuinoqhfsholr}hfslftnsi~usn}ifviwitlmpixsfnxvfmolvrqsfoi}kusonsklx¡Þfshioifkufntulfnfoiul~trsifqlppkspixsfslfixurokx}fshifmnskixs�ufxiivufnoifshifmokpno�fvokwiofkxfnttfviqkuklx~pn{kx}�f�fmnskixs~qixsokqfnmmolnqhfslf���fkuf|iqlpkx}fkxqoinukx}t�fkxhioixsfnqoluuffshifjklmhnopnqirskqntuf

vkwkuklxyfzolpffoiuinoqhflzfshifhk}hiusf�rntks�fsholr}hfslf�rkq{fnxvfizzkqkixsfqtkxkqntfviwitlmpixs�f�qoluufshifqlxskxrrpflzf���yfshioifkufnfoixi�ivfixio}�fslf|rktvfnfultrsklx~lokixsivyffqlttn|lonskwifnxvfnqqlrxsn|tifqrtsroifshnsfvitkwioufwntrifslfshif|rukxiuufnxvfslffmnskixsu�f�kshfnxfrx�nwiokx}fzlqruflxf�lotv~qtnuufuqkixqifnxvfshifviwitlmpixsflzfusonsi}kqfi�sioxntflmmlosrxk~skiuyffshifjklmhnopnqirskqntufvkwkuklxf���fnkpufslfnqqitionsifksufmkmitkxi�f
\.9.4/0E,4<;,;.V.@AC8.<:,9:/4:.?=�xf����yffshifjklmhnopnqirskqntufvkwkuklxLuf���fqlxskxrivfksufqhnx}ifusonsi}�fslff|issiofmluksklxfshiflo}nxk�nsklxfzlofurqqiuufkxfshif�inoufslfqlpi�fglvn�yfzlrxvivflxfnfultrsklx~lokixsivfnxvfqlt~tn|lonskwifpkxvuisyfntplusf�y°��f���fmolziuuklxntufnoif�lo{kx}fslfnvwnxqifkxxlwnsklxfnqoluuffshifjklmhnopnqirskqntufvkwkuklxf���fmkmitkxi�f�xf�iuinoqhyfshifinot�fmhnuiuflzfvkuqlwio�foipnkxfusorqsroivfnqoluufshoiifvkuskxqsf�isfqtluit�fntk}xivfgonxutnsklxntf�xxlwnsklxf¢tnszlopuf�g�¢u�áf�xqltl}�yf�pprxl~�xqltl}�yfnxvf�pprxltl}�yfnuf�ittfnufnfumiqkzkqfvimnospixsffzlqruivflxf�tl|ntf intshyf�hkqhfsno}isufqokskqntfhintshfxiivufkxfwrtxion|tifmlmrtnsklxu�f�kshfinot�fviwitlmpixsfxl�fmnosflzf�tl|ntf�iwitlmpixsyf���fsinpufuhnoifshifqlpplxf}lntflzfnvwnxqkx}fmol}onpufkxfnfuinptiuufznuhklxyfqlttn|lonskx}fslfkvixskz�fshifok}hsfusonsi}kiufzlof{i�fmol}onpufnufshi�fmol}oiuufntlx}fshifmkmitkxiyfnxvfntk}xkx}f�kshf�lppioqkntfzolpfshifinotkiusfusn}iufkxfshifmolqiuuyfkxfloviofslf|rktvfshifok}hsfsno}isfmolvrqsfmolzktifkxfshifplusfizziqskwif�n�fmluuk|ti�f¢ol}onpfmokloksk�nsklxf|iqnpifnfqokskqntfmokloks�fkxf����yfusoinptkxkx}fshif���fmloszltklf|nuivflxf{i�fvnsnfpktiuslxiuyfnplx}flshiofshkx}u�f�kshfnfqloifuisflzfqlpmlrxvufxl�fsno}isivfnufhk}h~mokloks�yfshif���flo}nxk�nsklxfqnxf|issiofvkusok|rsifoi~ulroqiufnqoluufksuffmol}onpufslflmskpk�ifshikofmlsixskntfzlofurqqiuu�f�kshfhr|ufkxf�nopusnvsyf�iopnx�öfjluslxyf�nuunqhruissuyf¦��öfgl{�lyf¬nmnxöfnxvfjik©kx}yf�hkxnyfshif|olnvfzllsmokxsflzffshifjklmhnopnqirskqntufvkwkuklxf}kwiufksfnqqiuufslfkxxlwnsklxfkxfksuf{i�fpno{isu�f�qoluufshifixskoif|klmhnopnfumiqsorp¡Þfzolpfnqn~vipknfnxvfhlumksntufslfoiuinoqhfkxusksrsklxufnxvflshiofqlpmnxkiufkxfshif|klfmhnopnqirskqntfkxvruso�fÞffshifjklmhnopnqirskqntufvkwk~uklxfqlpmtipixsufksufkxsioxntfi�mioskuif|�ftiwion}kx}fshifi�miok~ixqifnxvf{xl�tiv}iflzflshioufsholr}hfmnosxiouhkmu�f�xf����yffshifjklmhnopnqirskqntufvkwkuklxfvitkwioivfqtinoffi�npmtiuflzfshkuffusonsi}kqfmokloks�yfnxxlrxqkx}fn}oiipixsuf�kshfuiwiontfqlpmnxkiufnxvfnqnvipkqfkxusksrsklxufnolrxvfshif�lotvyfnuf�ittfnufn�novkx}fi�sioxntf}onxsufzlofoiuinoqhfkxxlwnsklxfkxfuiwiontfvkuinuifnoinuyfnufvisnktivfkxfshifxi�sfuiqsklx�f

���� �̂



ÊÍ ÜÙØÏÝÍÓÒÐÒÜÔÓÔÐÕÍÙÔÝØÙÕÍ�ÍÎÏÐÑÒÓÔÐÕÒÖÍ×ÐÎØÙÓÒÕ×ØÐÍÒÚØÏÕÍÕÛÔÍÜÙØÏÝÍ�Í�ÃÄÃÁ�è�ÅÁ¼ëÅëÃêÃ»��¹Ã¼éÅÁéÅé�ÃÅÂ����

�kshfnfzlo�nov~tll{kx}fwki�yfshif}tl|ntf���flo}nxk�nsklxflzffshifjklmhnopnqirskqntufvkwkuklxfkufmluksklxkx}fksuitzfzlofzrsroifurqqiuu�f�solx}fqlttn|lonsklxyfnxfrx�nwiokx}fqlppkspixsfslffi�qimsklxntfuqkixqifnxvfnfzlqruflxfl|©iqskwifviqkuklx~pn{kx}fnoifshif{i�fmokxqkmtiufshnsf�kttf}rkvifshif���fsinpufkxf�����f�ufnfoiqixsfi�npmtiyfshif�tl|ntf�ivkqntf�zznkouf�����flo}nxk�nsklxfrxvio�ixsfnfqlpmtisifoiviuk}xfnxvfusonsi}kqfoizlqrukx}fkxf�����f¢nskixsfqixsokqks�f�nufnsfshifqloiflzfshkufizzlosf�hkqhfhnufuiwiontfqloxiouslxiuáfixhnxqipixsflzfshionmirskqfnoinfi�mioskuifkxf{i�fnoinuyfnf}tl|ntf|ius~monqskqifuhnokx}f�lo{kx}fus�tifnxvfshiffiusn|tkuhpixsflzfnfxlwitfzrxqsklxf{xl�xfnufpivkqntfi�qittixqi�fghifxi�f���flo}nxk�nsklxf�nuftnrxqhivfkxf�r}rusfnxvfkpmti~pixsnsklxfnsfhinv�rnosiouyfkxfoi}klxufnxvfkxfqlrxsokiuf�lotv�kvifkufmol}oiuukx}fonmkvt�yfnxvfkuflxfsonq{fzlofqlpmtisklxfkxfinot�f�����fghifxi�flo}nxk�nsklxfkufntoinv�fvitkwiokx}fixhnxqivfwntrifslftkzifq�qtifpnxn}ipixsflzffshifjklmhnopnqirskqntufvkwkuklx�ufoi}kusioivfmolvrqsuyfnuf�ittfnufqlxsok|rskx}fuk}xkzkqnxst�fslfshiftnsi~usn}ifviwitlmpixsfmolqiuu��sffshifjklmhnopnqirskqntufvkwkuklx�uf�xwiuslof�f�xnt�usf�n�fkxf�imsip|ioyffshifqlpmnx�f}nwifnxfrmvnsiflxfksufmtnxufzlofksufjklukpktnoufnqskwkskiu�f�xfnvvksklxfslfshifntoinv�fvkuqtluivfkxwius~pixsfmtnxflzf̄¡���fpkttklxfzlof����yfshifrxksfmtnxufslfqlxskxrifslfkxwiusfkxf����yfvimixvkx}flxfshiflrsqlpiflzflx}lkx}f¢hnui¡�fusrvkiu�f��kuskx}fmnosxiouhkmuf�kshf�xvkn�uf�o�f�ivv��ufnxvfjon�kt�ufjklxlwkuf�kttf|ifi�mnxvivf|�fnxlshioyfnuf�isfrxvkuqtluivfkx~ftkqixukx}fn}oiipixsfzlofnftnsi~usn}if|klukpktnoyfkxkskntt�fzlofupnttiofipio}kx}fpno{isu�fjis�iixf����fnxvf����yff�ioq{f«�n�yf�nop~usnvsyf�iopnx�yfmtnxufslfkxksknsif|is�iixfs�lfnxvfzkwif¢hnui¡���fqtkxkqntfsokntu�f

(%&+)�' �d!�"%d�#e$+%+!#%�!$%�$́µ¶�
fghifjklmhnopnqirskqntufvkwkuklx�ufqloif���fzkitvufkxqtrviflxqlt~l}�yfkpprxl~lxqltl}�yfkpprxltl}�fnxvfxiroltl}��fghifviwitlm~pixsfmkmitkxifqlxskxriufslf|if�ik}hsivfsl�novuflxqltl}�öfhl�~iwioyf����fun�fkpmlosnxsfuqkixskzkqfnxvf|rukxiuufviwitlmpixsfnvwnxqiufkxfuiwiontfvkuinuifnoinu�f�xftkxif�kshfksuflmixfqlttn|lon~skwifplvitfkxf���yffshifjklmhnopnqirskqntufvkwkuklxfixsioivfkxslfnfxrp|ioflzfqlttn|lonsklxufvrokx}f����yfulpiflzf�hkqhfnoifhk}h~tk}hsivf|itl���xfnvvksklxyfshifqlpmnx�fnxxlrxqivfshiftnrxqhflzffshifjkl~mhnopnqirskqntfvkwkuklxLuf�tl|ntf�onxsuf�kshfnfslsntfnxxrntfkxwius~pixsflzflwiof̄¡��fpkttklxyfshioi|�frxviouqlokx}ffshifqlpmnx��ufqlppkspixsfslfzrxvkx}fuqkixskzkqfkxxlwnsklxfnxvfkxvimixvixsfpivkqntfivrqnsklxfnolrxvfshif�lotv�fghif�onxsufzlof�xxlwnsklxfkxf�iuinoqhfkvixskz�fnxvfzrxvf�hnsfnoifqlxukvioivfslf|ifshifplusfmolpkukx}foiuinoqhfmol©iqsufkxfumiqkzkqfzkitvuf�lotv�kviyflok}kxns~kx}fzolpfnqoluufshif|klmhnopnffumiqsorpyfkxqtrvkx}áfnqnvipknyfoiuinoqhfqixsiouyfnxvfupnttiof|klsiqhffqlpmnxkiu�f�rokx}fshifshkovf�rnosioyf�onxsufzlof�xxlwnsklxf�ioifn�novivfkxfshifnoinuflzf�rt~skmtif�qtiolukuyf�xqltl}�yf�ol�shf�kulovioufnxvf§iosktks��f
±<0A@A?=ghioif�ioifuiwiontfkpmlosnxsfqhnx}iufkxfshiflxqltl}�fmkmitkxifvrokx}f�����f�wlzluznpkvif�ntulf{xl�xfnufg ~°���yfnxfkxwiusk}n~sklxntfh�ml�kn~nqskwnsivfmolvor}f�hkqhfkuf|ikx}fviwitlmivfkxffqlttn|lonsklxf�kshfghoiuhltvf¢hnopnqirskqntuyfkufqrooixst�f|ikx}fiwntrnsivfkxfs�lf¢hnui¡���fsokntuyfoiumiqskwit�fkxftlqntt�fnvwnxqivyfrxoiuiqsn|tiflofpisnusnskqfulzsfskuurifunoqlpnf��g��fnxvfkxffnvwnxqivfmnxqoinskqfqnxqio�f�fmoi~mtnxxivfkxsiokpfizzkqnq�fnxvfunzis�fnxnt�ukuflzfshif�g�fusrv�f�nufmiozlopivfkxfshifshkovff�rnosioflzf�����fghif�xvimixvixsf�nsnf�lxkslokx}f�lppkssiif������yf�hkqhfqlxvrqsivfshifnxnt�ukuyfoiqlppixvivfshnsfshifusrv�fuhlrtvfqlxskxrifnufmtnxxivfslfksufxnsrontfqlxqtruklx�fghifnxnt�ukuflzfshifmokpno�fixvmlkxsyflwionttfurowkwntf����yfkufi�miqsivfslf|ifqlxvrqsivfkxf�����fghkufvnsifkuflxt�fnxfnmmol�kpnsklxfukxqifshifzkxntfnxnt�~uiuf�kttf|ifsok}}ioivflxt�f�hixfnfqiosnkxfxrp|ioflzfiwixsufhnwiflqqrooiv�fghifuiqlxvf¢hnui¡���fusrv�f�{xl�xfnuf����g���yf�hkqhfkuf|ikx}fmiozlopivfkxfnvwnxqivfmnxqoinskqfqnxqioyfoinqhivfmtnxxivfixolttpixsflzf���fmnskixsufkxf�qsl|io�f�sfkufiuskpnsivfshnsfshifzkxntfnxnt�ukuflzfshifmokpno�fixvmlkxsflzfshkufsokntyf�hkqhfkuf��yf�kttf|ifmiozlopivfkxf�����f�f¢hnuif��fsokntflzfiwlzluznpkvifkxfqlp|kxnsklxf�kshfmipisoi�ivfnufnfmlsixskntfuiqlxv~tkxifsoinspixsfzlofmnskixsuf�kshfnvwnxqivfxlx~u�rnplrufxlx~upnttfqittftrx}fqnxqiof����¤��f�nufkxksknsivfkxfshifuiqlxvf�rnosioflzf�����fghifmokpno�fixvmlkxsfkxfshkuf���~mnskixsfsokntfkuf���

���� ��



ÊÐÜÙØÏÝÍÓÒÐÒÜÔÓÔÐÕÍÙÔÝØÙÕÍ�ÍÎÏÐÑÒÓÔÐÕÒÖÍ×ÐÎØÙÓÒÕ×ØÐÍÒÚØÏÕÍÕÛÔÍÜÙØÏÝÍ�Í�ÃÄÃÁ�è�ÅÁ¼ëÅëÃêÃ»��¹Ã¼éÅÁéÅé�ÃÅÂ����

�ufoi}novuf�o|ksr��f�qisr�kpn|�yfxi�f|klpno{iofzkxvkx}ufzolpfnfoisolumiqskwifnxnt�ukuflzfshifqlpmtisivf¢hnui¡���f��ã�g�¤fusrv�f�ioifmoiuixsivfnsfshif�piokqnxf�lqkis�flzf�tkxkqntff�xqltl}�f������f��shf�xxrntf�iiskx}fkxf�hkqn}l�fghkufusrv�fqlpmnoivff�o|ksr��fmtruf§�¤§���f�kshf§�¤§���fntlxifkxfshifzkous~ftkxifsoins~pixsflzfpisnusnskqfqltloiqsntfqnxqiof�p�����f�fuk}xkzkqnxsfqtkxkqntfkpmolwipixsfkxfsiopuflzfoiumlxuifonsiyfmol}oiuuklx~zoiifurowkwntfnxvflwionttfurowkwntf�nufl|uiowivfkxfmnskixsuf�kshf���f�ktv~s�mifsrplouf�hixf�o|ksr��f�nufnvvivfslf§�¤§���fqlpmnoivf�kshffmnskixsufoiqikwkx}f§�¤§���fntlxi�f�vvksklxntt�yfshifoiurtsuflzfshiff§���~°fusrv�yfnfonxvlpk�ivyfqlxsolttivyflmix~tn|ityf¢hnui¡���fsokntfslfqlpmnoifshifizzkqnq�flzf�o|ksr��fmtruf§�¤§���f�kshff|iwnqk�rpn|fmtruf§�¤§���fkxfzkous~tkxif«���f�ktv~s�mifp���f�p����yf�ioifmr|tkuhivfkxf¤nxqisf�xqltl}�fkxf�r}rus¡�����f¦mvnsivfoiurtsufkxfshif���f�ktv~s�mifmlmrtnsklxf�ioifmoiuixsivfnsfshif����f����f�lx}oiuufkxf�nvokvfkxf�imsip|io�f�hktifshifmokpno�fixvmlkxsflzfkxqoinuivflwionttfoiumlxuifonsif�kshff�o|ksr��fmtruff§�¤§���fqlp~mnoivf�kshf|iwnqk�rpn|fmtruff§�¤§���f�nufxlsfpisyfnfmoi~mtnxxivfi�mtlonslo�fnxnt�ukufkxfshifmnskixsfur|~}olrmfuitiqsivf|nuivflxf���fusnsrufuhl�ivfnfusnskuskqntt�ffuk}xkzkqnxsfvkzzioixqifkxflwionttfurowkwntfkxfznwloflzff�o|ksr���f�kwixfshkufqtkxkqntt�fpinxkx}zrtffvkzzioixqifkxflwionttfurowkwntyfshiffnrshloufusnsifshnsfshifvnsnffur}}iusfshnsf§�¤§���fmtrufqisr�kpn|fuhlrtvf|ifqhluixfnufshifzkous~tkxifsoinspixsfoi}kpixfzlofmnskixsuf�kshf���f�ktv~s�mifp����®f�f¤nxqisff�xqltl}�f����öf��áf�y���fÞ�y�����ghiuifoiurtsufnoifkxftkxif�kshfshif�o|ksr��ftn|itfnufrmvnsivf|�fshif�rolminxf�ivkqkxiuf�}ixq�f�����fkxf�iqip|io¡���°yfnxvf�ioifkxqtrvivfkxfnxfrmvnsiflzfshif�rppno�flzf¢olvrqsf�hnonqsio~kuskqufkxf¬rxi¡�����fghi�fqlxzkopfshnsf���f|klpno{iofsiuskx}fkufiuuixskntfzlofmnskixs~qixsokqfqnoifnxvfkufshrufnfsort�fmioulxntk�ivfnmmolnqhfslfshifsoinspixsflzfp����f�iurtsuflzfnfuiqlxvfonxvlp~k�ivyfqlxsolttivyflmix~tn|ityf¢hnui¡���fsokntf���¤�jf�f����f£�����yfqlpmnokx}ff�o|ksr��fmtrufqhiplshionm�f�ikshioff§�¤§�¥floff§�¤§���f|nuivflxfinqhfkxwiusk}nslo�ufqhlkqi�fnufqlpmnoivfslf|iwnqk�rpn|fmtrufqhiplshionm�yf�ioifmoiuixsivfnsfshif����f����f�lx}oiuufnxvfshif����f����f�lx}oiuu�f�tshlr}hfuhl�kx}fnfutk}hsf|rsfxlsfuk}xkzkqnxsfsoixvfsl�novufkpmolwivflwionttfurowkwntfzlofmnskixsufkxfshif���f�ktv~s�mifmlmrtnsklxfsoinsivf�kshff�o|ksr��fmtrufqhipl~shionm�yfshifoiurtsufuiipivfslfvkzziofzolpfshluiflzfshifnzloipix~sklxivfusrv��f l�iwiofksfuhlrtvf|ifxlsivfshnsfshifvnsnfulfznofnoifkppnsroifnxvfshifzkxntfoiurtsufhnwifxlsf�isf|iixfmr|tkuhivfkxfnfmiio~oiwki�ivf©lroxnt�ghif�hkxiuif§llvfnxvf�or}f�vpkxkusonsklxf��§���fkuurivfnfxi}nskwiflmkxklxfqlxqioxkx}fshifnmmtkqnsklxflzff�o|ksr��fkxfu�rn~plrufqittfqnoqkxlpnflzfshifhinvfnxvfxiq{f���� ��f|iqnruifksf

qlxukvioivfshif|okv}kx}fusrv�fkxff�hkxiuifmnskixsufkxnvi�rnsiffslf©ruskz�fnmmolwntfkxff�hkxn�ffghifjklmhnopnqirskqntufvkwkuklxffviqkvivfslfmiozlopfnfonxvlpk�ivyfqlxsolttivfusrv�fkxf�hkxnfkxf��� �f�kshfnfwki�fslfl|snkxkx}fnmmolwntfzlofshkufkxvkqnsklx�ff�o|ksr��fkufqrooixst�foi}kusioivfkxflwiof��¡qlrxsokiufkxfshkufkxvkqn~sklx�f�xf¬rxiyffshif�olrmfnxxlrxqivfksfhnvfuk}xivfnxfn}oiipixsfslffqlttn|lonsif�kshf��upi�f�xluskquf�p| yf np|ro}yf�iopnx�yfzlofshifviwitlmpixsfnxvfqlppioqkntk�nsklxflzfnf|tllv~|nuivf���f|klpno{iofsiusfzlofmnskixsuf�kshfp����fjtllv~|nuivf|klpno{iofsiuskx}fkufnfznusiofnxvfinukiofnmmolnqhfzlofvisiopkxkx}fshifprsn~sklxfusnsruflzfsrploufnufksfoi�rkoiuflxt�fnfupnttf|tllvfunpmtifonshiofshnxfnfskuurif|klmu�fmolqivroi�fghifsiusfhnufshifmlsixskntfslfmolwkvifprsnsklxfusnsrufoiurtsuf�kshkxfvn�uyf�hkqhfkxfsroxfqnxfhitmf}rkvifsoinspixsfviqkuklxu�f�xfnvvksklxyfksfpn�f|iqlpifshifpishlvflzfqhlkqifkxfuksrnsklxuf�hioifnfskuurif|klmu�fkufvkzzkqrtsfslfl|snkxyfzlofi�npmtifkxfmnskixsuf�hluifmh�ukqntfqlxvksklxfvliufxlsfnttl�fzlofnfuro}kqntfmolqivroi��zsiofnfqnoizrtfnxnt�ukuyffshifjklmhnopnqirskqntufvkwkuklxffviqkvivfxlsfslfmrourifksufviwitlmpixsfmol}onpfzlof��p���yfnxvfslfoisroxfshifok}hsufslfshifqlpmlrxvfslf��pmhl}ixfzlofzroshiofviwitlmpixs�fghkuffviqkuklxf�nufxlsfoitnsivfslfnx�fxi�funzis�flofizzkqnq�fzkxvkx}u�f�sf�kttfnttl�fshifqlpmnx�fslfoizlqrufksufizzlosuflxflshiofmkmitkxiffqnxvkvnsiu�f�r|ui�rixsfslfshifmolpkukx}foiurtsuflzfmoi~qtkxkqntf�lo{fnxvfshiflx}lkx}f¢hnui¡�fsokntflzfksufq~�isf{kxnuifkxhk|kslofsimlskxk|f����f�������¬�yffshifjklmhnopnqirskqntufvkwkuklxfviqkvivfslfip~|no{flxf¢hnui¡�f�f��fusrvkiufkxfultkvfsrplouyfiumiqkntt�fzlqrukx}flxfshifkxvkqnsklxuflzf���¤�fnxvfhimnslqittrtnofqnoqkxlpn�f�srvkiufkxf|lshfkxvkqnsklxuf�ioifkxksknsivfkxfshifzkousf�rnosioflzf�����f§lofn|ksr�rpn|yfnxfkxwiusk}nsklxntfnxsk~kxsi}okxfplxlqtlxntfnxsk|lv�fviuk}xivfslfsno}isfqiosnkxfkxsi}okxufi�moiuuivflxfsrplofnxvfixvlshitkntfqittuyfs�lf¢hnui¡��fsokntuf�ioifqlpmtisivfshkuf�ino�fghifoiurtsuflzfshiff¢�������fusrv�yfnfqlp|kxnsklxflzfn|ksr�rpn|f�kshff�o|ksr��fnxvfkokxlsiqnxfkxf«���f�ktv~s�mifp���yf�ioifmoi~uixsivfnsfshif����f�lotvf�lx}oiuuflxf�nusolkxsiuskxntf�nxqio�f�tshlr}hfshifmokpno�fixvmlkxsflzffkxqoinuivfmol}oiuuklx~zoiifurowkwntf�nufxlsfpisyfshifnvvksklxflzfn|ksr�rpn|fslff�o|ksr��fnxvfkokxlsiqnxfoiurtsivfkxfnfsoixvfsl�novfkpmolwivflwionttfurowkwntöfhk}hf_ẁ�fkxsi}okxfi�moiuuklxf�nufkvixskzkivfnufnfmlsixskntfmoi~vkqskwifpno{ioflzfkxqoinuivfoiumlxuifonsiyfnuf�nufmoltlx}ivflwio~nttfurowkwntfkxfshifn|ksr�rpn|fsoinspixsfnopu�f§roshiof|klpno{iofnxnt�uiufnoif�noonxsivfslfqlxzkopfnxvfzroshiofwntkvnsifshifqrooixsfzkxvkx}u�fghifoiurtsuflzfshiff¢����¦�fusrv�fkxfmnskixsuf�kshfpisn~usnskqfqnusonsklx~oiukusnxsfmolusnsiffqnxqiof�ioifmoiuixsivfnsfshif
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BIOPHARMACEUTICALS PIPELINE,
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Therapeutic area Compound Indication Status————
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Oncology Evofosfamide (TH-302: hypoxia-activated prodrug) Soft tissue sarcoma Phase III

Evofosfamide (TH-302: hypoxia-activated prodrug) Pancreatic cancer Phase III

Evofosfamide (TH-302: hypoxia-activated prodrug) Non-small cell lung cancer Phase II

Evofosfamide (TH-302: hypoxia-activated prodrug) Melanoma Phase II

Evofosfamide (TH-302: hypoxia-activated prodrug) Hematological malignancies Et solid tumors Phase I

Abituzumab (DI17E6; anti-integrin mAb) Colorectal cancer Phase II
Pimasertib (M EK inhibitor) Melanoma Phase II

Pimasertib/hDM2 inhibitor combination Solid tumors Phase I1

Tepotinib (MSC 2156119J: c-Met kinase inhibitor) Solid tumors Phase I
MSC 2363318A (P7056K and Akt inhibitor) Solid tumors Phase |

363-283 (BRAF inhibitor) Solid tumors Phase |

363-290 (PARP inhibitor) Solid tumors Phase I

MSC 2490484A (DNA-PK inhibitor) Solid tumors Phase I

Immune-Oncology MSB 0010360N (NHS-IL12: cancer immunotherapy) Solid tumors Phase I1
Avelumab (MSB 0010718C; anti-PD-L1 mAb) Merkel cell skin carcinoma Phase II

Avelumab (MSB 0010718C; anti-PD-L1 mAb) Solid tumors Phase I

Immunology Atacicept (anti-Blyslanti-APRIL fusion protein) Systemic lupus erythematosus Phase II

Sprifermin (fibroblastgrowth factor 18) Osteoarthritis Phase II

MSB 0010841 (ALX-0761;anti-IL-17 AIF nanobody) Psoriasis Phase I

MSC 2364447 (BTK inhibitor) Healthy volunteers Phase I

Neurodegenerative
Diseases ATX-MS-1467 (immune-tolerizing agent) Multiple sclerosis Phase II

Fertility Assisted Reproductive Technology.
Pergoveris® (follitropin alfa and lutropin alpha) poor ovarian responders Phase III

Endocrinology Submitted for

Kuvan® (sapropterin dihydrochloride) PKU in pediatric patients < 4 years approvala

‘Combined with hDM2 inhibitor (SAR405838) from Sanofi, conducted under the responsibility IL: Interleukin
of Sanofi. hDM2: Human Double Minute 2 homolog

2Sponsored by the National Cancer Institute (USA). mAb: Monoclonal antibody
aPost-approval request by the European Medicines Agency (EMA). EMA application under review. MEK: Mitogen Activated Protein Kinase
More information on ongoing clinical trials can be found at www.clinicaltrials.gov. EGFR: Epidermal Growth Factor Receptor

PAR P: Poly [AD P-Ribose] Polymerase
BTK: Bruton's Tyrosine Kinase
PKU: Phenylketonuria

Page 78



Õ� ÜÙØÏÝÍÓÒÐÒÜÔÓÔÐÕÍÙÔÝØÙÕÍ�ÍÎÏÐÑÒÓÔÐÕÒÖÍ×ÐÎØÙÓÒÕ×ØÐÍÒÚØÏÕÍÕÛÔÍÜÙØÏÝÍ�Í�ÃÄÃÁ�è�ÅÁ¼ëÅëÃêÃ»��¹Ã¼éÅÁéÅé�ÃÅÂ����

d&�e� !'$)!�#")
�xfksuf�lxurpiof intshf|rukxiuuyffshifqlpmnx�fpno{isuflwio~fshi~qlrxsiofpivkqkxiufnxvfzllvfurmmtipixsufkxf�rolmifÞfmokpnokt�fzlof§onxqiyf�iopnx�yfnxvfshif¦xksivf«kx}vlpfÞfnuf�ittfnufkxf¤nskxf�piokqnfnxvf�lrshinusf�uknyf�hioifuntiufwltrpiufnoifokukx}�fghifzlqruflzfoiuinoqhfnxvfviwitlmpixsfnqskwkskiufkxf�lxurpiof intshfkuflxfqlxusnxst�fkpmolwkx}fsokivfnxvfmolwixfzloprtnsklxufqlxukusixsf�kshfshifxiivuflzfqlxurpiou�f�xxlwnsklxuf|�f�lxurpiof intshffqixsioflxfqlxurpioufnxvfshikofxiivu�f�xfshiflxifhnxvyfiusn|tkuhivfmolvrqsufnoif|ikx}fnvnmsivfslfqhnx}kx}fqlxurpiofxiivuf�hktiflxfshiflshiofhnxvyfxi�fsiqhxltl}kqntfkxxlwnsklxufnoif|ikx}ffviwitlmivfslfunskuz�fixskoit�fxi�fxiivu�f�f}llvfi�npmtiflzfshkufkufshifxi�fmolvrqsf�mnku�t�f�ksuf�isiqsyf�hkqhfqltloufxksuflxfshifuqntmf�kshfnfztrloiuqixsfv�iyfshrufpn{kx}fksfprqhfinukiofslfqlp|fshipflrs�f�kxqif����ffshif�olrmfhnuf|iixfkxqoinukx}t�fixsiokx}fkxslfqllmion~sklxfn}oiipixsuf�kshfkxvimixvixsfoiuinoqhfkxusksrsklxufkxfloviofslfsnmfkxslfshikofi�mioskuifkxfviwitlmkx}fxi�fnxvfi�kuskx}fmolvrqsufkxfnfsno}isivfpnxxio�f�sfshifunpifskpiyf�lxurpiof intshfkufzroshiofviwitlmkx}fksufiusn|tkuhivf|onxv~xnpifmolvrqsuf|�fpn{kx}fshipfukpmtiofslfruifnxvf|�flzziokx}fnqqlpmnx�kx}ffuiowkqiu�f
+!'�&' ��d!$ �"!'%�#e
f�ioq{f«�n�yf�nopusnvsyf�iopnx�yfkufshifrxvkumrsivfpno{isfnxvfsiqhxltl}�ftinviofkxftk�rkvfqo�usntuyf�hkqhfnoifmokpnokt�fruivfkxfsitiwkuklxufnxvfpl|ktifqlpprxkqnsklxfnmmtkqnsklxu�f�ifnoifntulflxiflzfshiftinvkx}furmmtkiouflzfviqlonskwifnxvfzrxqsklxntfizziqsfmk}pixsu�f�rofhk}h~siqhffpnsiokntufnxvfultrsklxufnoifruivf|�ffqruslpioufkxfshifqlxurpiofitiqsolxkquyftk}hskx}yfqlnskx}uyfmokxs~kx}fsiqhxltl}�yfmtnuskquffnmmtkqnsklxuyfnxvfqlupiskqufkxvrusokiu�f�xf¢iozlopnxqif�nsiokntuyffshif�olrmfkufntulfzlqrukx}flxfshif}ol�shfv�xnpkquflzfipio}kx}ffpno{isu�f�ufnfxi�fmnosflzf¢iozlopnxqif�nsiokntuyf�àf�tiqsolxkqf�nsiokntuf��à�f|okx}ufnvvksklxntfzkitvuflzf|rukxiuufslffshifqlpmnx�fmloszltkl�f�àfuiowiufs�lfpnkxfpno{isuyfshifuiqsloflzf��f�nsiokntufzlofkxsi}onsivfqkoqrksfpnxrznqsroiyfnxvfpnsiokntufzlofvkumtn�ffnmmtkqnsklxuf��msolxkqu��
>̀FD>;,0/=9:4@9�xfshifnoinflzf¤�fvkumtn�ufzlofpl|ktifviwkqiuyff�ioq{f«�n�yf�nop~usnvsyf�iopnx�yfhnufviwitlmivfnfxi�f¤�fu�ksqhkx}fplviyf¦j~§§�fsiqhxltl}�f�rtson~|ok}hsxiuufzokx}ifzkitvfu�ksqhkx}��fghifxi�f¤�fu�ksqhkx}fplvifhnufshiffmlsixskntfslfkxqoinuifvkumtn�ftk}hsfsonxu~pkssnxqif|�f��f��fghifxi�fsiqhxltl}�flzzioufpnx�fnvwnxsn}iuáf§koust�yfksfoivrqiufixio}�fqlxurpmsklxfnxvfkxqoinuiufshif|nssio�ftkziflzfshifpl|ktifviwkqiu�f�iqlxvt�yfksfkpmolwiufpl|ktifvkumtn�f�rntks�fnxvfurmmlosufshifsoixvfsl�novufhk}hiofoiultrsklxu�fghifpno{isftnrxqhfkufmolqiivkx}fznusiofshnxfi�miqsiv�fghifxi�fu�ksqhkx}fplvifkufntoinv�fruivfkxfpnx�fupnosmhlxiufnxvfsn|tisf¢�u�

ghiff�ioq{f«�n�yf�nopusnvsyf�iopnx�yf¤�f����®fusonsi}kqfkxkskn~skwifqlp|kxiufshiffqlpmnx��ufzrsroif¤�fnqskwkskiuyf�kshfnffumiqkntfzlqruflxfnmmtkqnsklxuf|i�lxvfvkumtn�u�f§lofi�npmtiyftk�rkvfqo�u~sntufqnxfoi}rtnsifshiftk}hsfnxvfhinsfsonxupkssnxqiflzf�kxvl�ufkxf|rktvkx}fznqnviu�f�kxqifshiffnq�rkuksklxfkxf¬rt�¡����flzfshiffoipnkxkx}fkxsioiusfkxf¢iioâyfnf�rsqhfumiqkntkusfzlofupnosf�kxvl�fsiqhxltl}�yfshifqlpmnx�fhnufxl�f|iixfzrtt�fkxsi}onsiv�ff�ioq{f«�n�yf�nopusnvsyf�iopnx�yfkufkxwiuskx}fzroshiofkxf¤�ff�kxvl�uyfshifxi�fxnpifzlofshifpnsiokntfviwitlmpixsflzfshiuifnmmtkqnsklxu�fghifmktlsfmolvrqsklxflzfshif�kxvl�ufkufkxfzrttfu�kx}�f�iwiontffi�npmtiuf�ioifkxusnttivfkxffshif�olrm�ufl�xf�xxlwnsklxf�ixsiofnsfshif�nopusnvsfuksifkxfinot�f�����f�lttn|lonsklxuf�kshfmnosxioufkxfshif}tnuufnxvfznqnvifsiqhxltl}�fuiqslofnoifmtnxxivfzlof|olnv~|nuivfpno{iskx}flzfshif�kxvl�u��xf�lwip|ioyfnffsinpflzf�ioq{f«�n�yf�nopusnvsyf�iopnx�yf�lxfshif����f�i�io~�ntl�f¢ok�ifzlof|rukxiuufqhipkuso��f§lrof¤�foiuinoqhioufnxvfpnxn}iouf�ioifoiql}xk�ivfzlofshikof�lo{flxfshifmol©iqsf�xio}�~izzkqkixsftk�rkvfqo�usntufzlofupnosmhlxiufnxvffsn|tisf¢�u®�f
±̀ S79�o}nxkqftk}hs~ipksskx}fvklviuf��¤��u�fnoifruivfkxfkxxlwnskwiftk}hskx}fnmmtkqnsklxufnxvfvkumtn�fsiqhxltl}kiu�fghi�fmolwkvif|okt~tknxsfqltloufnxvfuhnomfkpn}iufzolpfnx�fwki�kx}fnx}tiöfshi�fhnwifnftlx}ftkziumnxfnxvfnoifhk}ht�fixio}�~izzkqkixs�f�xfnvvksklxyf�¤��ufixn|tifolrxvflofzti�k|tifvkumtn�uyfpn{kx}fshipfmioziqsfzlofruifkxfshiftnsiusfsiqhxkqntfnmmtkqnsklxu�f�xifurqhfi�npmtifkufshifupnos~�nsqhyfnf�okus�nsqhfshnsfmolwkviuf�xsioxisfnqqiuufntlx}f�kshffnvvksklxntfqlpmrsiofzrxqsklxntks��ghifxnpiflzfshiff�ioq{f«�n�yf�nopusnvsyf�iopnx�yfmolvrqsftkxifzlofshiuifs�miuflzfnmmtkqnsklxufkuftkwktr���ffghifqlpmnx�fhnufviwitlmivfnfusolx}fmloszltklflzf�lotv�kvifmnsixsuyf|nuivflxfploifshnxfsixf�inouflzfi�miokixqi�ff�iwitlmpixsfmnosxiouhkmuf�kshffqruslpioufnoifnf�n�flzfsiuskx}fxi�fsiqhxltl}kiufnxvfpn{kx}fshipfpno{is~oinv��f§lofkxusnxqiyf¢iozlopnxqif�nsiokntufhnufql~viwit~lmivfnfsiqhxltl}�fshnsfqnxf|ifruivfslfmokxsf�¤��fvkumtn�ufkxfqlttn|lonsklxf�kshfmokxsiofpnxrznqsroiof�ik{lf�mulx�f�hktiffshif�olrmfqlxsok|rsivfksufi�mioskuifkxf�¤��fpnsiokntfnxvfkx{fviwitlm~pixsfslfshifqlttn|lonsklxyf�ik{lf�mulxfqlxsok|rsivfksufi�mioskuifkxfmokxsfhinvufzinsrokx}f�kqolf¢ki�lfkx{©isfsiqhxltl}�fnuf�ittfnufmolqiuufi�mioskui�fghif©lkxst�fviwitlmivfsiqhxltl}�flzzioufshiffnvwnxsn}iflzftl�iofqlusufnxvfhk}hiofpnsiokntfizzkqkixq��f�xfqlxsonusfslfiwnmlonsivf�¤��ffvkumtn�uyfshifpnsiokntufnoifnmmtkivfnsfollpfsipmionsroifnxvfrxviofxlopntfmoiuuroifkxfshifqnuiflzfmokxsivf�¤��fvkumtn�u�f�xfnvvksklxyfshkufsiqhxk�riflxt�fvimluksufpnsiokntfkxfshifnoinuf�hioifvklviufnoifnqsrntt�ftlqnsivyfshioi|�fhitmkx}fslfqlxuiowifoiulroqiu�

���� �>
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The year 2014 was characterized by the repercussions of the

financial crisis and uncertainties regarding future economic and

political developments. According to the most recent report pub-

lished by the International Monetary Fund (IMF), global gross

domestic product (GDP) grew by 3.3 % in 2014, which was 0.4 per-

centage points more than in 2013. While the industrialized coun-

tries generated an increase of 1.8 0/0, emerging markets continued

to make the largest contribution to global growth, with GDP in

emerging economies rising by 4.4%.

The GDP of the United States, the world's largest economy,

grew by 2.2% in 2014, which was 0.4 percentage points slower

than the 2013 forecast. Growth in the United States was stalled by

a decline in exports and a harsh winter. For the eurozone, the IMF

noted an increase of 0.8% in GDP. While particularly the countries

of southern Europe continued to struggle with the consequences

of the sovereign debt crisis, some nations, for example Germany,

showed signs of recovery.

The company's performance was influenced by general global

trends as well as the continued growing importance of emerging

markets. In 2014, the Emerging Markets region accounted for

around 80% of The Group’s organic sales growth. While the Life

Science division generated around 50% of its sales growth in the

Emerging Markets region, the sales growth of both Performance

Materials (approx. 80%) and Consumer Health (approx. 70 %) was

particularly strong in this region. The Biopharmaceuticals division

generated its sales growth nearly entirely in the Emerging Markets

region, thus compensating for a slight sales decline in Europe.

Healthcare market

IMS Health, a market research firm specialized in the health sector,

reported 8.1% sales growth for the pharmaceutical market in

2014. This sales increase approximately corresponded to the 2013

forecast. The increase was primarily attributable to emerging

markets. For instance, the pharmaceutical market of China posted

growth of 11.6 % and in Latin America, the pharmaceutical market

grew by as much as 15.1%. However, after having seen slightly

declining growth rates in 2013, the United States and Europe also

reported growth of 11.7% and 2.5% respectively. According to the

market research institute Evaluate Pharma, particularly the mar-

kets for multiple sclerosis therapies and type 2 diabetes treatments

delivered above-average growth rates of 13% and 14% respective-

ly. Whereas the market for oncology therapies to treat colorectal
cancer saw a 2% decline in sales, sales of Erbitux®, one of the

Biopharmaceuticals division's top-selling products, increased

organically by around 6% in this indication.

Nicholas Hall, a market research firm for the pharmaceutical

industry, reported a 4.0% increase for the global over-the-counter

drug market in 2014, which fell 1 percentage point short of the

forecast made in 2013. Latin America and Asia were growth drivers

here, while Europe posted growth of 2.4 0/0.

Market for high-tech materials

With its liquid crystals business, the Group is the leading producer

of liquid crystal mixtures for the display industry. According to

market researchers from Display Search, the display industry reg-

istered a sharper sales increase of 10% in 2014 following slightly

lower sales growth of 50/0 in 2013, based on the surface areas

of liquid crystal displays sold. Liquid crystals remain the leading

display technology, with growth primarily coming from the

increasing size of television screens.

The markets for automotive coatings and cosmetics are crucial

to the company's Pigments business. As reported by the German

Automobile Industry Association (VDA), global automobile sales

increased by 2% in 2014. Declines in other markets were offset by

growth in China (+ 10 0/0), as well as the United States and western

Europe (+40/o each). Nevertheless, global automobile sales growth

in 2014 fell by 3 percentage points compared with 2013 (+5%).

According to Euromonitor International, global consumption of

materials used to produce cosmetics grew by 1.90/o, with Asia

reporting the highest growth rate of 4.9%.

The semiconductor industry is one of the main sales markets

for AZ Electronic Materials, another key business for the Perfor-

mance Materials division. According to Gartner, a market research

institute specializing in technology and electronics markets, the

semiconductor industry grew by 7.20/o in 2014 compared with
5.00/o in 2013.
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Life science market

The Life Science division is a leading supplier of products and

services for general laboratory applications, as well as for the

research, development and production of drug therapies of bio-

logical and chemical origin.

For the global laboratory product market relevant to the Lab
Solutions business, the market research firm Frost Et Sullivan cal-

culated slight growth of 2.6% for 2014. Growth was thus 0.8 per-

centage points higher than the original forecast for the year 2014

(+ 1.8 0/0). In terms of growth, the individual regions varied consid-

erably. In comparison with 2013, the market situation in Europe

(+1.60/o) and the United States (+ 2.5%) improved, especially due

to positive market developments in Germany, the United Kingdom

and Spain, as well as an initial slight improvement in the U.S.

academic and government sectors. Emerging economies grew

much more strongly than industrialized countries; however their

11.9% share of the global market volume remains relatively low.

The main drivers of growth in emerging economies were India
(+ 8.7 %) and China (+ 8.5 °/0).

The demand for Process Solutions products depends heavily

on the sales as well as research Et development activities of phar-

maceutical companies. Both primary influencing factors had a

positive impact on the Process Solutions market, leading to no-

ticeable growth. Global pharmaceutical sales increased by 8.1%

according to IMS Health. Moreover, research Et development

spending increased by 3.2% compared with the previous year,

according to the market research firm Evaluate Pharma, and the

number of Phase I to H1 clinical trials continues to increase, leading

to higher demand for Process Solutions products. This is mosfly

being driven by greater demand for monoclonal antibodies as well

as increased biosimilars development and biological manufactur-

ing, particularly in emerging markets.
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REVIEW OF FORECAST AGAINST ACTUAL BUSINESS

DEVELOPMENTS

In the Annual Report for 2013, Merck KGaA, Darmstadt, Germany,

forecast slight organic sales growth for the Group in 2014, mainly

driven by the Life Science and Consumer Health divisions. For

EBITDA pre one-time items in 2014, a value at the 2013 level

was expected. This assumed that significantly reduced royalty and

license income, higher investments in research and development

activities in the Biosimilars business unit and expected negative

foreign exchange effects could be compensated for by the positive

effect resulting from the implemented efficiency measures. Busi-

ness free cash flow was forecast to decrease slightly owing to

further imminent investments in strategic growth projects.

In event of the successful acquisition and consolidation of AZ

Electronic Materials as of the second quarter of 2014, Merck

KGaA, Darmstadt, Germany, had forecast a moderate increase in

Group sales and EBITDA pre one-time items as well as a slight

improvement in business free cash flow for 2014, compared with
2013.

Since the Group was able to successfully complete the acqui-
sition of AZ Electronic Materials and the first-time consolidation

of the business as of May 2, 2014, the forecast assuming the

acquisition of AZ Electronic Materials is used for the following

comparison.

Regarding the forecast of slight organic sales growth in the

Annual Report for 2013, the company showed moderate organic

sales growth of 4.0% in 2014. This was mainly attributable to the

organic sales developments of the Biopharmaceuticals division

and Performance Materials, which exceeded expectations. The

Group's organic sales growth was reduced by negative foreign

exchange effects amounting to -1.8%. However, owing to the

appreciation of the U.S. dollar and important Asian currencies in

the fourth quarter, negative foreign exchange effects were not as

pronounced as expected. Due to the acquisition of AZ Electronic

Materials and the associated positive acquisition effect of 3.3 °/o,

the Group achieved overall sales growth of 5.5% in the actual

course of business and thereby fulfilled its forecast of a moderate
increase in sales.

Thanks to stable sales of the drug Rebif9 and organic growth

in all other key franchises, the Biopharmaceuticals division

achieved organic growth of 3.6 °/o. Assuming that sales of Rebiffi

would decline, the division still expected stable organic sales

at the beginning of 2014. The Performance Materials division

achieved organic sales growth of 4.1 % due to slighfly higher sales

than expected in the Liquid Crystals business unit, as well as the

good performance of the Advanced Technologies business unit.

Only slight organic growth had been forecast. As a result of

the positive acquisition effect arising from the acquisition of
AZ Electronic Materials, the Performance Materials division was

able to significanfly increase sales overall as forecast. The

Consumer Health and the Life Science divisions achieved organic

sales growth of 5.4% and 4.5% respectively in accordance with

the corresponding forecasts.

As forecast, EBITDA pre one-time items of the Group, which

amounted to € 3,388 million in 2014, increased moderately in

comparison with 2013, particularly as a result of the acquisition

of AZ Electronic Materials. EBITDA pre one-time items of the

Biopharmaceuticals division declined slightly by -1.3% as ex-

pected. This was mainly attributable to lower royalty and license

income from Humira®, as well as the loss of royalty and license
income from Avonex® and Enbrel®. The Consumer Health division

did not achieve the forecast of a moderate increase in EBITDA pre

one-time items due to higher marketing and selling expenses,

showing a slight decline of 1.7% to € 169 million. In line with the

forecast, the Performance Materials division posted a significant

increase in EBITDA pre one-time items to € 895 million, due to the

integration of the AZ Electronic Materials business. Likewise as

forecast, the Life Science division posted a slight increase in EBITDA

pre one-time items to € 659 million thanks to moderate organic

sales growth. EBITDA pre one-time items of Corporate and Other

showed an improvement of 15.5% to € -166 million particularly

as a consequence of slighfly higher gains from currency hedging,

thereby achieving a more positive result than expected.

Declining by — 12.0% compared with 2013, the development of

the Group's business free cash flow to € 2,605 million fell short of

forecasts. As expected, the decrease at the Biopharmaceuticals

division was caused by the initiation of further investments in

growth projects, as well as lower EBITDA pre one-time items. In
the other divisions, the increase in inventories and trade accounts

receivable was primarily responsible for the deviation.

Page 87



y${|}~������{������|��}|����|��}|��}����}�}�����}����}�����������������������������������������������������������

%ó&�ó'ú��ú��ùóøô�öúô�ô���öúôøö(ôõú)(���ó��ú*ó&óõ�+ûó�ö�ú��ú,-./�
01234567 89: �z�; <:9=2373 25>6?14@ :7A1@?A �z�$  B C2@@295 D9:764A? �z�; 25  >5514@ �7<9:? �z�$ E� F �z�; ¤5?7:2C �7<9:? E� F �z�; ¤5?7:2C �7<9:? E$ F �z�; ¤5?7:2C �7<9:? >6?14@ :7A1@?A �z�;  B C2@@295G            {HIJK � � � � � �

 ¥4@7A  �zLMzz C937:4?7 256:74A7L A@2NO? 9:N4526 N:9P?O  B �zQR ST��Q� U2@@295 B �zQR ST��Q� U2@@295 B ��Qz ST��Q� U2@@295
��L�R� VW XQX F W ;Qz Y 9:NQ F W $Q$ Y 46Z12A2?295[   �\¤�]> <:7  957̂?2C7 2?7CA $L�X$ C937:4?7 256:74A7  B $Q$ S $Q; U2@@295 B $Q$ S $Q; U2@@295 B $Q$ S $Q; U2@@295 $L$yy VW ;Q� Y[   \1A257AA  8:77 64AO _9P �LR̀z A@2NO? 256:74A7  B �QM S �Qy U2@@295 B �QM S �Qy U2@@295 B �QM S �Qy U2@@295 �L̀zX VST��Qz Y[   �4:525NA <7: AO4:7 <:7 957̂?2C7 2?7CA� B ;Q$R  S  B ;QXz S ;QMX  B ;QXz S ;QMX  B ;QXz S ;QMX  B ;Q̀z VW ;Qy Y[ abIKcdHedfgJhbfdij � � � � � �

 ¥4@7A� XL̀yy  9:N4526 A?4U@7 95 4 69C<4:4U@7 U4A2A  9:N4526 A?4U@7 A@2NO? 9:N4526 N:9P?O A@2NO? 9:N4526 N:9P?O  XLMy$ VWT�QM Y F W $Q̀ Y 9:NQ[   �\¤�]> <:7  957̂?2C7 2?7CA� �LyXX  A@2NO? 376@257 95 4 69C<4:4U@7 U4A2A  B �QMX ST�QyX U2@@295  B �QMX ST�Qy$ U2@@295  B �QMM ST�Qy$ U2@@295  �Ly$� VST�Q$ Y[   \1A257AA  8:77 64AO _9P� �LMyM C937:4?7 376@257 95 4 69C<4:4U@7 U4A2A  B �QX ST�Q̀ U2@@295  B �QX ST�Q̀ U2@@295  B �QX ST�Q̀ U2@@295  �LXMM VST��QM Y[ �IkjJegH�lgdihc � � � � � �
 ¥4@7A� M;� C937:4?7 256:74A7 95 4 69C<4:4U@7 U4A2A  C937:4?7 9:N4526 N:9P?O  C937:4?7 9:N4526 N:9P?O  C937:4?7 9:N4526 N:9P?O  M̀  ̀VW $Q� Y F W XQ; Y 9:NQ[   �\¤�]> <:7  957̂?2C7 2?7CA� �M� C937:4?7 256:74A7 95 4 69C<4:4U@7 U4A2A  B �Mz ST�yz C2@@295  B �Mz ST�yz C2@@295  B �Mz ST�yz C2@@295  �̀R VST�QM Y[   \1A257AA  8:77 64AO _9P� �M�  A@2NO? 256:74A7 95 4 69C<4:4U@7 U4A2A  B �Xz ST�Mz C2@@295  B �Xz ST�Mz C2@@295  B �Xz ST�̀z C2@@295  ��; VS �yQ� Y[ �gHmIHedkfg��dhgHbdij � � � � � �
 ¥4@7A �L̀;�  A2N52n645? 256:74A7 A@2NO? 9:N4526 N:9P?O A@2NO? 9:N4526 N:9P?O A@2NO? 9:N4526 N:9P?O 
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The development of sales in the individual quarters in comparison

with 2013 as well as the respective organic growth rates are pre-

sented in the following overview:

GROUP ->

SALES AND ORGANIC GROWTH BY QUARTER‘

€ million/organic growth in %

85

We2014
2,614

01 _’ 2 660 v2013
2,796

02 _’ 2,744 O
2.906

03 _’ 2,659 “
2,976

04 _’ 2,637 “

‘Quarterly breakdown unaudited.

In 2014, the Biopharmaceuticals division generated 51 0/0 of Group

sales (2013: 53 0/0), remaining the largest division by sales. The Life
Science and Performance Materials division's followed, contribut-

ing 24% (2013: 25%) and 18% (2013: 15%) to Group sales, respec-

GROUP —»

SALES BY DIVISION — 2014

€ million /% ofsales  

Performance Materials —» 2,059.6

Life Science —> 2,682.5

tively. The three percentage point increase in the contribution

of Performance Materials to Group sales is largely due to the

acquisition of AZ. As in 2013, the Consumer Health division

accounted for 70/0 of Group sales.

 
 

‘ Biopharmaceuticals —» 5,783.3

Consumer Health —» 766.1
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The increase in research and development costs was mainly attrib-

utable to the Biopharmaceuticals division and included in partic-

ular expenses for provisions set up for unavoidable subsequent

costs that are likely to be incurred in connection with the discon-

tinuation of clinical development programs. Consequently, 79% of

GROUP ->

RESEARCH AND DEVELOPMENT COSTS BY DIVISION — 2014

€miIIion/in%

 
Performance Materials —» 170.6

Consumer Health —> 22.3

In 2014, the improvement in other operating expenses and income

(net) to € -258 million (2013: € -718 million) mainly reflected

the adjustment of provisions for litigation, lower expenses from

one-time items and higher foreign exchange gains (see also

“Other operating expenses and income” in the Notes to the Group

accounts). However, other operating expenses and income were

affected in 2014 by higher impairments of intangible assets in

connection with the discontinuation of clinical development pro-

grams in the Biopharmaceuticals division.

Owing to the good performance of the Merck KGaA, Darmstadt,

Germany, share price compared with the DAX, expenses from addi-

tions to provisions within the scope of the company's Long-Term

Incentive Plan (LTIP) were higher in 2014 than in the previous year.
The intrinsic value of the Share Units of Merck KGaA, Darmstadt,

Germany, (MSUs) was recognized under the respective functional

costs in the income statement depending on the field of activity of

the eligible participants. MSUs are virtual shares in the Group that

eligible executives and employees could receive at the end of a

three-year performance period within the scope of the LTIP.

As a result of the development of income and expenses

described above, the operating result (EBIT) of the Group increased

by 9.4% to € 1,762 million in 2014.

Group-wide research and development spending was attributable

to this division (2013: 78 %). The Group research spending ratio

(research and development costs as a percentage of sales) rose

accordingly to 15.1% (2013: 14.1 %).

Life Science —> 162.6

Biopharmaceuticals —> 1,343.7

The improvement in the financial result by € 17 million to € — 205

million was largely attributable to the positive development of the

interest result (see also “Financial Result” in the Notes to the Group
accounts).

Income tax expenses of € 392 million (2013: € 180 million) led
to a tax ratio of 25.2% (2013: 12.9%). The low tax ratio of the

previous year was attributable to one-time deferred tax income

(see also “Income Tax" in the Notes to the Group accounts).

Net income, i.e. profit after tax attributable to Merck KGaA,

Darmstadt, Germany, shareholders, in 2014 was € 1,157 million

(2013: € 1,202 million). Taking the share split into account, this

resulted in earnings per share of € 2.66 (2013: € 2.77).

The key financial indicator used to steer operating business,

EBITDA pre one-time items, climbed 4.1% to € 3,388 million (2013:

€ 3,253 million). The resulting EBITDA pre margin of 30.0% nearly

reached the year-earlier level (30.4%). The reconciliation of the

operating result (EBIT) to EBITDA pre one-time items is presented

under “Internal management system of the Group”.
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The total assets of the Group amounted to € 26,010 million as of

December 31, 2014. This represents an increase of € 5,192 million

or 24.9% over December 31, 2013 (€ 20,819 million). This sharp

increase was primarily attributable to the following developments:

The issue of a hybrid bond with a volume of € 1.5 billion as

well as higher other financial liabilities led in 2014 to an increase

of around € 1.9 billion in liquid assets as well as financial liabili-

ties, which relates to the financing of the planned acquisition of

Sigma-Aldrich. Currency hedging transactions completed for the

expected purchase price payment in U.S. dollars for the acquisi-

tion of Sigma-Aldrich in 2015 resulted in high positive market

values that increased equity without affecting profit or loss as of
December 31, 2014.

Within the scope of the global alliance entered into with Pfizer

Inc., USA, in November 2014 on the development and commer-

cialization of the anti-PD-L1 antibody, the Group received an

upfront payment of US$ 850 million (€ 678 million). Based on the

collaboration agreement, the Group will co-market Xalkori@, a

drug for the treatment of non-small cell lung cancer, with Pfizer

in the United States and certain other major markets over a multi-

year period. Other current assets of € 294 million were capitalized

for the entiflement to the right. Both the upfront payment received

and the value of the right to co-market Xalkori® were recognized
in the balance sheet as deferred revenues under other liabilities,

leading to an increase of nearly € 1 billion in the balance sheet
total as of December 31, 2014.

Owing to a weaker euro, positive foreign exchange effects

resulted, which increased total assets by around € 0.9 billion as of
December 31, 2014.

The first-time consolidation of AZ as of May 2, 2014 also had an
effect on the consolidated balance sheet as of December 31, 2014.

As part of the purchase price allocation for the AZ acquisition, the

acquired assets and liabilities were measured at fair values in the
balance sheet. On the date of first-time consolidation, this led to

an increase in intangible assets (excluding goodwill) by € 1,051

million. The goodwill from the transaction amounted to € 818 mil-

lion. The payment of the purchase price totaling € 1,875 million

was made fully in cash. Further information on the purchase price

allocation for the AZ acquisition can be found under “Acquisitions

and divestments as well as assets held for sale and disposal

groups” in the Notes to the Group accounts.

Equity increased by € 732 million to € 11,801 million (2013:

€ 11,069 million). This increase was mainly driven by total com-

prehensive income generated in 2014 (see the Consolidated State-

ment of Comprehensive Income in the consolidated financial

statements). This was countered by dividend payments, the result

transfer to E. Merck KG, Darmstadt, Germany, as well as the acqui-

sition of the non-controlling interests in AZ Electronic Materials

S.A. (see Consolidated Statement of Changes in Net Equity in the

consolidated financial statements). Owing to the sharp increase in

the balance sheet total, the equity ratio declined to 45.4% as of
December 31, 2014 (2013: 53.2%).

The doubling of pension provisions to € 1.8 billion resulted

mainly from the lowering of the discount rates used to calculate

the present value of the defined benefit obligations of old-age

pension plans. The resulting actuarial losses were recognized in

the Consolidated Statement of Comprehensive Income and, taking

into account deferred taxes, lowered the equity of the Group.
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GROUP MANAGEMENT REPORT -3 REPORT ON ECONOMIC POSITION -3 Biopharmuceuticals

The development of business free cash flow in the individual

quarters in comparison with 2013 is presented in the following
overview:

BIOPHARMACEUTICALS ->

BUSINESS FREE CASH FLOW AND CHANGE BY QUARTER”

€ million/change in %

‘Quarterly breakdown unaudited.

01-»

02-»

03-)

04-»

2014
480

 340
2013
 337

486

 377

 383 OOOOBQ
449

1 Previous year's figures have been adjusted, see "The Group" in the Group management report.
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GROUP MANAGEMENT REPORT -» REPORT ON ECONOMIC POSITION -t ConsumeIHeulth

The development of EBITDA pre one-time items in the individual

quarters in comparison with 2013 is presented in the following
overview:

CONSUMER HEALTH ->

EBITDA PRE 0NE—T|ME ITEMS AND CHANGE BY QUARTER‘-1

€ million /change in %

01-»

%

2013
 41

02 _) 35 .
03 _) 49

 8

04-)  9

‘Quarterly breakdown unaudited.
2Previous year's figures have been adjusted, see “The Group" in the Group management report.

Development of business free cash flow The increase in these two balance sheet items lowered business

In 2014, business free cash flow of the Consumer Health division free cash flow in 2014, whereas their development in 2013 had a

declined by € -48 million or — 28.1% to € 124 million. This de- positive impact on this financial indicator. Higher capital spend-

crease was primarily the outcome of changes in inventories and ing in 2014 also lowered business free cash flow.

trade accounts receivable in comparison with the previous year.

CONSUMER HEALTH ->

BUSINESS FREE CASH FLOW

Change
€miIIion 2014 2013‘ in 0/o

EBITDA pre one-time items 169.4 172.4 -1.7

Investments in property. plant and equipment, software as well as

advance payments for intangible assets -10.5 -4.1 160.0

Changes in inventories -20.6 2.0 —

Changes in trade accounts receivable -14.3 2.2 —
Business free cash flow 124.0 172.5 -28.1

‘Previous year's figures have been adjusted, see “The Group" in the Group management report.
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GROUP MANAGEMENT REPORT -» REPORT ON ECONOMIC POSITION -> CansurneIHeulth

The development of business free cash flow in the individual

quarters in comparison with 2013 is presented in the following
overview:

CONSUMER HEALTH -v

BUSINESS FREE CASH FLOW AND CHANGE BY QUARTER”

€miIIion/change in %
%2014

j16

01 —) —2I .2013
 36

03 _) j13 37

58

‘Quarterly breakdown unaudited.
1 Previous year's figures have been adjusted, see "The Group" in the Group management report.
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GROUP MANAGEMENT REPORT -» REPORT ON ECONOMIC POSITION -» FerformanceMateIials

The development of sales in the individual quarters in comparison

with 2013 as well as the respective organic growth rates are

presented in the following overview:

PERFORMANCE MATERIALS -v

SALES AND ORGANIC GROWTH BY QUARTER‘

€ million/organic growth in %
2014
 402
 421
2013

01-»

506

02 _)  'I
U‘! \I 03 ....§03 _) 406
U‘! \I O3

04-» 383

‘Quarterly breakdown unaudited.

PERFORMANCE MATERIALS —»

SALES BY REGION — 2014

€ million /% ofdivisional sales

 
Europe —> 192.8

Rest of World —» 207.6

North America —> 134.8

Emerging Markets —» 1,524.4
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The development of business free cash flow in the individual

quarters in comparison with 2013 is presented in the following
overview:

PERFORMANCE MATERIALS -v

BUSINESS FREE CASH FLOW AND CHANGE BY QUARTER‘

€miIIion/change in %
2014

O1_)  5 199
2013

179

02 _’ 202
 167

03-)

O4_) 188

00003
 167

‘Quarterly breakdown unaudited.
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LIFE SCIENCE ->

SALES BY REGION — 2014

€ million /% ofdivisional sales

Emerging Markets —> 673.1

North America -v 725.0

In 2014, the Life Science division achieved organic growth in all

regions. Accounting for an unchanged 39% of divisional sales,

Europe remained the division's largest geographic market, deliver-

ing organic growth of 2.7% and sales of € 1,036 million (2013:

€ 1,010 million). In this region, the strong sales increases achieved

by the Process Solutions business area more than offset the slight-

ly weaker business of the Lab Solutions and Bioscience business
areas.

In North America, the division achieved organic sales growth

of 3.7%, which was mainly driven by the Process Solutions busi-

ness area and its products for biopharmaceutical manufacturing,

supported by the solid sales performance of the Lab Solutions
business area. Sales in North America rose to € 725 million (2013:

€ 711 million), which represented an unchanged share of 27°/o of

the Life Science division's global sales in 2014.

 

GROUP MANAGEMENT REPORT —> REPORT ON ECONOMIC POSITION —» LifeScience

Rest of World —» 248.1

Europe —> 1,036.3

Sales developed very positively in the Emerging Markets region,

which delivered organic sales growth of 9.1 0/0. Despite currency
headwinds of -4.2 0/0, sales rose to € 673 million (2013: € 642

million). The strong organic sales development was fueled by

good demand for products from all the division's business areas,

with Process Solutions delivering double-digit growth rates in

particular. The share of divisional sales generated by the Emerging

Markets region therefore increased by one percentage point to 25%.

As a result of significant currency headwinds of — 7.8 13/0, espe-

cially relative to the Japanese yen, sales in the Rest ofWorld region

declined to € 248 million (2013: € 263 million). With slight organic

growth of 2.5%, this region's share of divisional sales declined to
9% (2013: 10%).
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GROUP MANAGEMENT REPORT —> REPORT ON ECONOMIC POSITION —» LifeScience

The development of business free cash flow in the individual

quarters in comparison with 2013 is presented in the following
overview:

LIFE SCIENCE ->

BUSINESS FREE CASH FLOW AND CHANGE BY QUARTER‘

€miIIion/change in %
2014
—54
 81
2013

01-»

125
02-»

 I09

03 _’ 139

04 _) 131

00005
 7

‘Quarterly breakdown unaudited.

Page 125



���{|}~������{������|��}|����|��}|��}����}�}�����}����}������������������ï�·��

ª̈©³ª©§±«®§¬̄®ª±¶«©
îË¼ÉË¼»Ä̧¹»ÌÇ¹"Ä·̧¼¹ÃËÑÉ¼ÅÂ̧Â¹Ü¼ËÊÉ¹»ÇÑÅÌÅÂÄ¼»ÄÅËÌ¹̧èȨ́ÌÂ̧Â¹ÍË¼¹Ü¼ËÊÉ¹ÍÊÌÃÄÅËÌÂ¹Ä·»Ä¹Ã»ÌÌËÄ¹Ȩ̀¹ÇÅ¼̧ÃÄÏº¹»ÏÏËÃ»Ä̧Ç¹ÄË¹Ä·̧¹ÇÅÒÅÂÅËÌÂÛ¹ÂÊÃ·¹»Â¹ØÅÌ»ÌÃ̧Û¹Þ¼ËÃÊ¼̧Ņ̃ÌÄÛ¹ì̧Ð»ÏÛ¹îËÑÑÊÌÅÃ»ÄÅËÌÂ¹»ÌÇ¹¹ïÊÑ»Ì¹�̧ÂËÊ¼Ã̧ÂÓ¹îË¼ÉË¼»Ä̧¹ÃËÂÄÂ¹»ÇÇÅÄÅËÌ»ÏÏº¹̧ÌÃËÑÉ»ÂÂ¹̧èȨ́ÌÂ̧Â¹ÍË¼¹Ã̧ÌÄ¼»ÏÛ¹ÌËÌÕ»ÏÏËÃ»Ä̧Ç¹Ö¶¹ÍÊÌÃÄÅËÌÂÛ¹ÅÌÃÏÊÇÅÌÐ¹̧èȨ́ÌÂ̧Â¹¼̧Ï»Ä̧Ç¹ÄË¹

Ä·̧¹̧èÉ»ÌÂÅËÌ¹»ÌÇ¹·»¼ÑËÌÅÆ»ÄÅËÌ¹ËÍ¹Ö¶¹ÂºÂÄ̧ÑÂ¹ÁÅÄ·ÅÌ¹Ä·̧¹¹Ü¼ËÊÉÓ¹ÔÃÃË¼ÇÅÌÐÏºÛ¹îË¼ÉË¼»Ä̧¹»ÌÇ¹"Ä·̧¼¹·»Â¹ÌË¹Â»Ï̧Â¹ÄË¹¼̧ÉË¼ÄÓ¹Ü»ÅÌÂ¹Ë¼¹ÏËÂÂ̧Â¹ËÌ¹ËȨ́¼»ÄÅËÌ»Ï¹ÃÊ¼¼̧ÌÃº¹·̧ÇÐÅÌÐ¹»¼̧¹»ÏÂË¹ÇÅÂÃÏËÂ̧Ç¹ÊÌÇ̧¼¹îË¼ÉË¼»Ä̧¹»ÌÇ¹"Ä·̧¼Ó
���%��%��ú�ö¥ú��ò%ú� «¡®́��©«°
¢�������� �z�; �z�$ ¢O45N7 25 Y       �<7:4?25N :7A1@? V�\¤�[ S �;XQ� S �XRQM S XQ̀�\¤�]> S ��̀Qz S �;;Qz S MQ$�\¤�]> <:7 957̂?2C7 2?7CA ST�̀ Q̀z ST�R̀QM ST�XQX\1A257AA 8:77 64AO _9P S ��;QM S �y�Q� S �$QM
ÖÌ¹½¾¿ÀÛ¹»ÇÑÅÌÅÂÄ¼»ÄÅËÌ¹̧èȨ́ÌÂ̧Â¹¼̧ÉË¼Ä̧Ç¹ÊÌÇ̧¼¹îË¼ÉË¼»Ä̧¹»ÌÇ¹"Ä·̧¼¹Ç̧Ã¼̧»Â̧Ç¹ÄË¹#á¿
í¹ÑÅÏÏÅËÌ¹Ù½¾¿ß¦¹#á½¾ý¹ÑÅÏÏÅËÌÚÓ¹¶·̧¹Ì̧Ä¹»ÑËÊÌÄ¹ËÍ¹ËȨ́¼»ÄÅÌÐ¹̧èȨ́ÌÂ̧Â¹»ÌÇ¹ÅÌÃËŅ̃¹ÅÑÉ¼ËÒ̧Ç¹ÄË¹#á!¹À½¹ÑÅÏÕÏÅËÌ¹Ù½¾¿ß¦¹#á!¹Àð¹ÑÅÏÏÅËÌÚÛ¹»Â¹ÅÌÃ¼̧»Â̧Ç¹ËȨ́¼»ÄÅÌÐ¹ÍË¼̧ÅÐÌ¹ÃÊ¼¼̧ÌÃº¹Ð»ÅÌÂ¹ÑË¼̧¹Ä·»Ì¹ËÍÍÂ̧Ä¹Ä·̧¹·ÅÐ·̧¼¹Ï̧Ò̧Ï¹ËÍ¹ËÌ̧ÕÄÅŅ̃¹ÅÄ̧ÑÂÓ¹ÖÌ¹½¾¿ÀÛ¹Ä·̧¹ÍË¼̧ÅÐÌ¹ÃÊ¼¼̧ÌÃº¹¼̧ÂÊÏÄ¹Â·ËÁ̧Ç¹ÅÌÃËŅ̃¹ËÍ¹#áíß¹ÑÅÏÏÅËÌ¹Ù½¾¿ß¦¹#áß½¹ÑÅÏÏÅËÌÚ¹»ÌÇ¹ËÌ̧ÕÄÅŅ̃ ¹̧èȨ́ÌÂ̧Â¹»ÑËÊÌÄ̧Ç¹ÄË¹#áý¾¹ÑÅÏÏÅËÌ¹Ù½¾¿ß¦¹#áÀð¹ÑÅÏÏÅËÌÚÓ¹

"Ò̧¼»ÏÏÛ¹éñÖ¶¹ÅÑÉ¼ËÒ̧Ç¹íÓý¹à¹ÄË¹#á!¹½Àí¹ÑÅÏÏÅËÌ¹Ù½¾¿ß¦¹#á!¹½ý¾¹ÑÅÏÕÏÅËÌÚ¹»ÌÇ¹éñÖ¶ÝÔ¹Èº¹ðÓß¹à¹ÄË¹#á!¹½½ý¹ÑÅÏÏÅËÌ¹Ù½¾¿ß¦¹#á!¹½ÀÀ¹ÑÅÏÕÏÅËÌÚÓ¹ÔÇ ÊÂÄ̧Ç¹ÍË¼¹ËÌ̧ÕÄÅŅ̃ ¹̧ÍÍ̧ÃÄÂÛ¹éñÖ¶ÝÔ¹É¼̧¹ËÌ̧ÕÄÅŅ̃¹ÅÄ̧ÑÂ¹ÄËÄ»Ï̧Ç¹#á!¿ýý¹ÑÅÏÏÅËÌ¹ÅÌ¹½¾¿ÀáÙ½¾¿ß¦¹#á!¿
ð¹ÑÅÏÏÅËÌÚÓ¹¶·̧¹ÈÊÂÅÌ̧ÂÂ¹Í¼̧̧ ¹Ã»Â·¹ëËÁ¹¼̧ÉË¼Ä̧Ç¹ÊÌÇ̧¼¹îË¼ÉË¼»Ä̧¹»ÌÇ¹"Ä·̧¼¹»ÑËÊÌÄ̧Ç¹ÄË¹#á!¹½¿í¹ÑÅÏÏÅËÌ¹ÅÌ¹½¾¿À¹Ù½¾¿ß¦¹#á!¹½ã¿¹ÑÅÏÏÅËÌÚÓ¹

���� !̂ù



��� {|}~������{������|��}|�����������������ð������ï������������

������ �¡ �¤¥þ¥ >¡] �������¡¤�¤�¥ 
�ÅÂäÂ¹»ÌÇ¹ËÉÉË¼ÄÊÌÅÄÅ̧Â¹»¼̧¹ÅÌ·̧¼̧ÌÄ¹ÄË¹̧ÌÄ¼̧É¼̧Ì̧Ê¼Å»Ï¹»ÃÄÅÒÅÄºÓ¹¹¶·̧¹Ü¼ËÊÉ¹·»Â¹ÉÊÄ¹ÂºÂÄ̧ÑÂ¹»ÌÇ¹É¼ËÃ̧ÂÂ̧Â¹ÅÌ¹ÉÏ»Ã̧¹ÄË¹ÅÇ̧ÌÄÅÍº¹¼ÅÂäÂ¹»Ä¹»Ì¹̧»¼Ïº¹ÂÄ»Ð̧¹»ÌÇ¹ÄË¹ÃËÊÌÄ̧¼»ÃÄ¹Ä·̧Ñ¹Èº¹Ä»äÅÌÐ¹»ÉÉ¼ËÉ¼Å»Ä̧¹»ÃÄÅËÌÓ¹ÔÄ¹¹×̧ ¼Ãä¹�Ü»ÔÛ¹Ý»¼ÑÂÄ»ÇÄÛ¹Ü̧¼Ñ»ÌºÛ¹ËÉÉË¼ÄÊÌÅÄº¹Ñ»ÌÕ»Ð̧Ņ̃ÌÄ¹ÅÂ¹»Ì¹ÅÌÄ̧Ð¼»Ï¹ÃËÑÉËÌ̧ÌÄ¹ËÍ¹ÅÌÄ̧¼Ì»Ï¹Ç̧ÃÅÂÅËÌÕÑ»äÅÌÐ¹É¼ËÃ̧ÂÂ̧Â¹ÂÊÃ·¹»Â¹Â·Ë¼ÄÕ¹»ÌÇ¹Ņ̃ÇÅÊÑÕÄ̧¼Ñ¹ËȨ́¼»ÄÅËÌ»Ï¹ÉÏ»ÌÌÅÌÐ¹»ÌÇ¹ÅÌÄ¼»Õº̧»¼¹ÈÊÂÅÌ̧ÂÂ¹ÉÏ»ÌÂÓ¹
�¤¥þ >¡] �������¡¤�ñ £>¡>0�£�¡�
¹×̧ ¼Ãä¹�Ü»ÔÛ¹Ý»¼ÑÂÄ»ÇÄÛ¹Ü̧¼Ñ»ÌºÛ¹ÅÂ¹É»¼Ä¹ËÍ¹»¹ÃËÑÉÏ̧èÛ¹ÐÏËÈ»Ï¹ÈÊÂÅÌ̧ÂÂ¹ÁË¼ÏÇ¹»ÌÇ¹ÅÂ¹Ä·̧¼̧ÍË¼̧¹̧èÉËÂ̧Ç¹ÄË¹»¹ÑÊÏÄÅÄÊÇ̧¹ËÍ¹̧èÄ̧¼Ì»Ï¹»ÌÇ¹ÅÌÄ̧¼Ì»Ï¹ÅÌëȨ̂ÌÃ̧ÂÓ¹éÒ̧¼º¹ÈÊÂÅÌ̧ÂÂ¹Ç̧ÃÅÂÅËÌ¹ÅÂ¹Ä·̧¼̧ÍË¼̧¹È»Â̧Ç¹ËÌ¹Ä·̧¹»ÂÂËÃÅ»Ä̧Ç¹¼ÅÂäÂ¹»ÌÇ¹ËÉÉË¼ÄÊÌÅÄÅ̧ÂÓÖÌ¹ËÊ¼¹ÅÌÄ̧¼Ì»Ï¹¼ÅÂä¹¼̧ÉË¼ÄÅÌÐÛ¹¼ÅÂäÂ¹»¼̧¹Ç̧ÎÌ̧Ç¹»Â¹ÉËÂÂÅÈÏ̧¹ÍÊÕÄÊ¼̧¹̧Ò̧ÌÄÂ¹Ë¼¹Ç̧Ò̧ÏËÉŅ̃ÌÄÂ¹Ä·»Ä¹ÃËÊÏÇ¹Ï̧»Ç¹ÄË¹»¹Ì̧Ð»ÄÅÒ̧¹Ç̧ÒÅ»ÄÅËÌ¹Í¼ËÑ¹ËÊ¼¹ÍË¼̧Ã»ÂÄ¹ÙÎÌ»ÌÃÅ»ÏÚ¹Ä»¼Ð̧ÄÂÓ¹ÖÌ¹É»¼»ÏÏ̧ÏÛ¹ËÉÉË¼ÄÊÌÅÄÅ̧Â¹»¼̧¹Ç̧ÎÌ̧Ç¹»Â¹ÉËÂÂÅÈÏ̧¹̧Ò̧ÌÄÂ¹Ë¼¹Ç̧Ò̧ÏËÉŅ̃ÌÄÂ¹Ä·»Ä¹ÅÑÉÏº¹»¹ÉËÂÅÄÅÒ̧¹Ç̧ÒÅ»ÄÅËÌ¹Í¼ËÑ¹ËÊ¼¹ÉÏ»ÌÌ̧Ç¹ÙÎÌ»ÌÃÅ»ÏÚ¹Ä»¼Ð̧ÄÂÓ¹ÖÇ̧ÌÄÅÎ̧Ç¹ÍÊÄÊ¼̧¹Ò̧̧ÌÄÂ¹»ÌÇ¹̧èȨ́ÃÄ̧Ç¹Ç̧Ò̧ÏËÉŅ̃ÌÄÂ¹»¼̧¹Ä»ä̧Ì¹ÅÌÄË¹»ÃÃËÊÌÄ¹ÅÌ¹ÅÌÄ̧¼ÕÌ»Ï¹ÉÏ»ÌÌÅÌÐ¹É¼ËÒÅÇ̧Ç¹Ä·»Ä¹ÅÄ¹Ã»Ì¹Ȩ̀¹»ÂÂÊŅ̃Ç¹Ä·»Ä¹Ä·̧Å¼¹ËÃÃÊ¼¼̧ÌÃ̧¹ÅÂ¹ÏÅä̧Ïº¹ÅÌ¹Ä·̧¹ÉÏ»ÌÌÅÌÐ¹Ȩ́¼ÅËÇÓ¹¶·̧¹¼ÅÂäÂ¹»ÌÇ¹ËÉÉË¼ÄÊÌÅÄÅ̧Â¹É¼̧ÕÂ̧ÌÄ̧Ç¹ÅÌ¹Ä·̧¹ÍËÏÏËÁÅÌÐ¹¼ÅÂä¹»ÌÇ¹ËÉÉË¼ÄÊÌÅÄÅ̧Â¹¼̧ÉË¼Ä¹»¼̧¹Ä·ËÂ̧¹ÉËÂÂÅÈÏ̧¹ÍÊÄÊ¼̧¹̧Ò̧ÌÄÂ¹Ä·»Ä¹ÃËÊÏÇ¹¼̧ÂȨ́ÃÄÅÒ̧Ïº¹Ï̧»Ç¹ÄË¹»¹Ì̧Ð»ÄÅÒ̧¹Ë¼¹ÉËÂÅÄÅÒ̧¹Ç̧ÒÅ»ÄÅËÌ¹Í¼ËÑ¹Ä·̧¹ÄËÉÅÃÂ¹ÃËÒ̧¼̧Ç¹Èº¹ÉÏ»ÌÌÅÌÐÓ¹
%��üúûô�ô�óûó�öú+ù�øó��¶·̧¹ËÈ ̧ÃÄÅÒ̧¹ËÍ¹ËÊ¼¹¼ÅÂä¹Ñ»Ì»Ð̧Ņ̃ÌÄ¹»ÃÄÅÒÅÄÅ̧Â¹ÅÂ¹ÄË¹¼̧ÃËÐÌÅÆ̧Û¹»ÂÂ̧ÂÂ¹»ÌÇ¹Ñ»Ì»Ð̧¹¼ÅÂäÂ¹̧»¼Ïº¹ËÌ¹»ÌÇ¹ÄË¹ÅÑÉÏ̧Ņ̃ÌÄ¹»ÉÉ¼ËÉ¼Å»Ä̧¹Ņ̃»ÂÊ¼̧Â¹ÄË¹ÑÅÌÅÑÅÆ̧¹Ä·̧ÑÓ¹¶·̧¹¼̧ÂÉËÌÂÅÈÅÏÅÄÅ̧ÂÛ¹ËÈ ̧ÃÄÅÒ̧Â¹»ÌÇ¹É¼ËÃ̧ÂÂ¹ËÍ¹¼ÅÂä¹Ñ»Ì»Ð̧Ņ̃ÌÄ¹»¼̧¹Ç̧ÂÃ¼ÅȨ̀Ç¹ÅÌ¹ËÊ¼¹ÅÌÄ̧¼Ì»Ï¹¼ÅÂä¹Ñ»Ì»Ð̧Ņ̃ÌÄ¹ÐÊÅÇ̧ÏÅÌ̧Ó¹¶·̧¹ÈÊÂÅÌ̧ÂÂ¹·̧»ÇÂÛ¹Ñ»Ì»ÐÅÌÐ¹ÇÅ¼̧ÃÄË¼Â¹ËÍ¹¹×̧ ¼Ãä¹�Ü»ÔÛ¹Ý»¼ÑÂÄ»ÇÄÛ¹Ü̧¼Ñ»ÌºÛ¹ÂÊÈÂÅÇÅ»¼Å̧ÂÛ¹»ÌÇ¹Ä·̧¹·̧»ÇÂ¹ËÍ¹Ü¼ËÊÉ¹ÍÊÌÃÄÅËÌÂ¹»¼̧¹ÂȨ́ÃÅÎ̧Ç¹»Â¹̧ÑÉÏËº̧ Â̧¹ÁÅÄ·¹¼̧ÂÉËÌÂÅÈÅÏÅÄº¹ÍË¼¹¼ÅÂäÂÓ¹¶·̧¹Ð¼ËÊÉ¹ËÍ¹ÃËÌÂËÏÅÇ»Ä̧Ç¹ÃËÑÉ»ÌÅ̧Â¹ÍË¼¹¼ÅÂä¹¼̧ÉË¼ÄÅÌÐ¹¹ÉÊ¼ÉËÂ̧Â¹ÅÂ¹Ä·̧¹Â»Ņ̃¹»Â¹Ä·̧¹Ð¼ËÊÉ¹ËÍ¹ÃËÌÂËÏÅÇ»Ä̧Ç¹ÃËÑÉ»ÌÅ̧Â¹ÍË¼¹Ä·̧¹ÃËÌÂËÏÅÇ»Ä̧Ç¹ÎÌ»ÌÃÅ»Ï¹ÂÄ»Ä̧Ņ̃ÌÄÂÓ¹éÒ̧¼º¹ÂÅè¹ÑËÌÄ·ÂÛ¹Ä·̧¹¼ÅÂä¹ËÁÌ̧¼Â¹»ÂÂ̧ÂÂ¹Ä·̧Å¼¹¼ÅÂä¹ÂÄ»ÄÊÂ¹»ÌÇ¹¼̧ÉË¼Ä¹Ä·̧Å¼¹¼ÅÂä¹ÉË¼ÄÍËÏÅË¹ÄË¹�ÅÂä¹×»Ì»Ð̧Ņ̃ÌÄÓ¹¹¶·̧¹Ü¼ËÊÉ¹ÊÂ̧Â¹ÂȨ́ÃÅ»Ï¹¼ÅÂä¹Ñ»Ì»Ð̧Ņ̃ÌÄ¹ÂËÍÄÕÁ»¼̧¹ÅÌ¹Ä·̧¹ÃËÌÄ̧èÄ¹ËÍ¹Ä·̧Â̧¹»ÃÄÅÒÅÄÅ̧ÂÓ¹ÖÍ¹¼ÅÂäÕÑÅÄÅÐ»ÄÅÌÐ¹Ņ̃»ÂÊ¼̧Â¹Ã»Ì¹Ȩ̀¹Ä»ä̧ÌÛ¹Ä·̧Å¼¹ÅÑÉ»ÃÄ¹ËÌ¹¼ÅÂä¹ÅÂ¹»ÏÂË¹»ÂÂ̧ÂÂ̧ÇÓ¹¶·̧¹¼̧ÂÅÇÊ»Ï¹¼ÅÂä¹»ÍÄ̧¼¹Ä·̧¹ÅÑÉÏ̧Ņ̃ÌÄ»ÄÅËÌ¹ËÍ¹¹ÑÅÄÅÐ»ÄÅËÌ¹Ņ̃»ÂÊ¼̧Â¹ÅÂ¹É¼̧Â̧ÌÄ̧Ç¹ÅÌ¹Ä·̧¹ÅÌÄ̧¼Ì»Ï¹¼ÅÂä¹¼̧ÉË¼Ä¹»Â¹Ì̧Ä¹¼ÅÂäÓ¹¶·̧¹ÉÏ»ÌÌ̧Ç¹ÄÅŅ̃Í¼»Ņ̃¹ÍË¼¹ÅÑÉÏ̧Ņ̃ÌÄ»ÄÅËÌ¹»ÌÇ¹Ä·̧¹»ÂÂÊŅ̃Ç¹ÑÅÄÅÐ»ÄÅËÌ¹̧ÍÍ̧ÃÄ¹»¼̧¹Ä¼»Ãä̧Ç¹Èº¹Ü¼ËÊÉ¹�ÅÂä¹×»Ì»Ð̧Ņ̃ÌÄÓ¹

Ü¼ËÊÉ¹îËÌÄ¼ËÏÏÅÌÐ¹�¹�ÅÂä¹×»Ì»Ð̧Ņ̃ÌÄ¹ÍË¼ÑÂ¹Ä·̧¹Ë¼Ð»ÌÅÆ»ÄÅËÌ»Ï¹Í¼»Ņ̃ÁË¼ä¹ÍË¼¹¼ÅÂä¹Ñ»Ì»Ð̧Ņ̃ÌÄ¹»ÌÇ¹¼̧ÉË¼ÄÂ¹ÇÅ¼̧ÃÄÏº¹ÄË¹Ä·̧¹Ü¼ËÊÉ¹î·Å̧Í¹ØÅÌ»ÌÃÅ»Ï¹"ÍÎÃ̧¼Ó¹Ü¼ËÊÉ¹�ÅÂä¹×»Ì»Ð̧Ņ̃ÌÄ¹ÊÂ̧Â¹Ä·̧¹ÅÌÍË¼ÕÑ»ÄÅËÌ¹¼̧ÉË¼Ä̧Ç¹ÄË¹Ç̧Ä̧¼ÑÅÌ̧¹Ä·̧¹ÃÊ¼¼̧ÌÄ¹¼ÅÂä¹ÉË¼ÄÍËÏÅË¹ÍË¼¹Ä·̧¹¹Ü¼ËÊÉÛ¹É¼̧Â̧ÌÄÅÌÐ¹Ä·ÅÂ¹ÅÌ¹»¹¼̧ÉË¼Ä¹ÄË¹Ä·̧¹éȩ̀ÃÊÄÅÒ̧¹ñË»¼ÇÛ¹Ä·̧¹¹æÊȨ́¼ÒÅÂË¼º¹ñË»¼Ç¹»ÌÇ¹Ä·̧¹ØÅÌ»ÌÃ̧¹îËÑÑÅÄÄ̧̧¹ÁÅÄ·¹Ç̧Ä»ÅÏ̧Ç¹¹̧èÉÏ»Ì»ÄÅËÌÂ¹ÄÁÅÃ̧¹Ȩ́¼¹º̧»¼Ó¹ØÊ¼Ä·̧¼ÑË¼̧Û¹ÂÅÐÌÅÎÃ»ÌÄ¹Ã·»ÌÐ̧Â¹ÅÌ¹Ä·̧¹»ÂÂ̧ÂÂŅ̃ÌÄ¹ËÍ¹Ä·̧¹¼ÅÂäÂ¹»Ï¼̧»Çº¹äÌËÁÌ¹»ÌÇ¹Ì̧Á¹ÂÅÐÌÅÎÃ»ÌÄ¹¼ÅÂäÂ¹Ã»Ì¹Ȩ̀¹¼̧ÉË¼Ä̧Ç¹»Ä¹»Ìº¹ÄÅŅ̃¹»ÌÇ¹»¼̧¹ÃËÑÑÊÌÅÃ»Ä̧Ç¹ÄË¹Ä·̧¹ÃË¼ÉË¼»Ä̧¹ÈËÇÅ̧Â¹ËÌ¹»Ì¹»Ç¹·ËÃ¹È»ÂÅÂÓØË¼¹Ä·̧¹ÂÄ»ÌÇ»¼Ç¹É¼ËÃ̧ÂÂÛ¹»¹ÏËÁ̧¼¹ÏÅÑÅÄ¹ÍË¼¹¼̧ÉË¼ÄÅÌÐ¹¼ÅÂäÂ¹ÅÂ¹Â̧Ä¹»Ä¹»¹Ò»ÏȨ̂¹ËÍ¹#áí¹ÑÅÏÏÅËÌ¹»ÌÇ¹ÍË¼¹Ä·̧¹»Ç¹·ËÃ¹É¼ËÃ̧ÂÂ¹»Ä¹»¹Ò»ÏȨ̂¹ËÍ¹#á½í¹ÑÅÏÏÅËÌÓ¹�ÅÂäÂ¹Ȩ̀ÏËÁ¹Ä·̧Â̧¹ÏÅÑÅÄÂ¹»¼̧¹ÂÄ̧̧ ¼̧Ç¹ÅÌÇ̧Ȩ́ÌÇ̧ÌÄÏº¹ÁÅÄ·ÅÌ¹Ä·̧¹ÈÊÂÅÌ̧ÂÂ¹Â̧ÃÄË¼ÂÓ¹¶·̧¹¼̧Ï̧Ò»ÌÄ¹ÄÅŅ̃Í¼»Ņ̃¹ÍË¼¹ÅÌÄ̧¼Ì»Ï¹¼ÅÂä¹¼̧ÉË¼ÄÅÌÐ¹ÅÂ¹ÎÒ̧¹º̧»¼ÂÓ¹¶·̧¹̧ÍÍ̧ÃÄÂ¹ËÍ¹¼ÅÂäÂ¹Ç̧ÂÃ¼ÅȨ̀Ç¹ÅÌ¹Ä·ÅÂ¹�̧ÉË¼Ä¹ËÌ¹�ÅÂäÂ¹»ÌÇ¹"ÉÉË¼ÄÊÌÅÄÅ̧Â¹»¼̧¹É¼̧Â̧ÌÄ̧Ç¹»Â¹»ÌÌÊ»Ï¹Ò»ÏȨ̂ÂÓ¹¶·̧¹»ÂÂ̧ÂÂŅ̃ÌÄ¹ËÍ¹Ä·̧¹¼ÅÂäÂ¹É¼̧Â̧ÌÄ̧Ç¹¼̧Ï»Ä̧Â¹ÄË¹Ý̧Ã̧ÑȨ̀¼áß¿Û¹½¾¿ÀÓ¹¶·̧¼̧¹Á̧¼̧¹ÌË¹¼̧Ï̧Ò»ÌÄ¹Ã·»ÌÐ̧Â¹»ÍÄ̧¼¹Ä·̧¹̧ÌÇ¹ËÍ¹Ä·̧¹¼̧ÉË¼ÄÕÅÌÐ¹Ȩ́¼ÅËÇ¹Ä·»Ä¹ÁËÊÏÇ¹·»Ò̧¹Ì̧Ã̧ÂÂÅÄ»Ä̧Ç¹»Ì¹»Ņ̃ÌÇ̧Ç¹É¼̧Â̧ÌÄ»ÄÅËÌ¹ËÍ¹Ä·̧¹¼ÅÂä¹ÂÅÄÊ»ÄÅËÌ¹ËÍ¹Ä·̧¹Ü¼ËÊÉÓâÅÄ·ÅÌ¹Ä·̧¹ÂÃËȨ́¹ËÍ¹»ÊÇÅÄÂÛ¹Ü¼ËÊÉ¹ÖÌÄ̧¼Ì»Ï¹ÔÊÇÅÄÅÌÐ¹¼̧ÐÊÏ»¼Ïº¹¼̧ÒÅ̧ÁÂ¹Ä·̧¹Ȩ́¼ÍË¼Ñ»ÌÃ̧¹ËÍ¹¼ÅÂä¹Ñ»Ì»Ð̧Ņ̃ÌÄ¹É¼ËÃ̧ÂÂ̧Â¹ÁÅÄ·ÅÌ¹Ä·̧¹ÊÌÅÄÂ¹»ÌÇÛ¹»Ä¹Ä·̧¹Â»Ņ̃¹ÄÅŅ̃Û¹Ä·̧¹ÃËÑÑÊÌÅÃ»ÄÅËÌ¹ËÍ¹¼̧Ï̧Ò»ÌÄ¹¼ÅÂäÂ¹Í¼ËÑ¹Ä·̧¹ËȨ́¼»ÄÅÌÐ¹ÊÌÅÄÂ¹ÄË¹Ü¼ËÊÉ¹�ÅÂä¹×»Ì»Ð̧Ņ̃ÌÄÓ¹
�++�ùö(��öòúûô�ô�óûó�öú+ù�øó��¶·̧¹¼ÅÂä¹Ñ»Ì»Ð̧Ņ̃ÌÄ¹ÂºÂÄ̧Ñ¹Ç̧ÂÃ¼ÅȨ̀Ç¹ÃËÌÃ̧ÌÄ¼»Ä̧Â¹ËÌ¹ÈÊÂÅÌ̧ÂÂ¹¼ÅÂäÂÛ¹»ÌÇ¹ÌËÄ¹ËÌ¹ËÉÉË¼ÄÊÌÅÄÅ̧Â¹»Ä¹Ä·̧¹Â»Ņ̃¹ÄÅŅ̃Ó¹¶·̧¹¹Ü¼ËÊÉçÂ¹¹ËÉÉË¼ÄÊÌÅÄº¹Ñ»Ì»Ð̧Ņ̃ÌÄ¹É¼ËÃ̧ÂÂ¹ÅÂ¹ÅÌÄ̧Ð¼»Ä̧Ç¹ÅÌÄË¹ËÊ¼¹ÅÌÄ̧¼Ì»Ï¹ÃËÌÄ¼ËÏÏÅÌÐ¹É¼ËÃ̧ÂÂ̧Â¹»ÌÇ¹Ã»¼¼Å̧Ç¹ËÊÄ¹ÅÌ¹Ä·̧¹ËȨ́¼»ÄÅÌÐ¹ÊÌÅÄÂ¹ËÌ¹¹Ä·̧¹È»ÂÅÂ¹ËÍ¹Ä·̧¹Ü¼ËÊÉ¹ÂÄ¼»Ä̧ÐºÓ¹¶·̧¹ÇÅÒÅÂÅËÌÂ¹»Ì»ÏºÆ̧¹»ÌÇ¹»ÂÂ̧ÂÂ¹ÉËÄ̧ÌÄÅ»Ï¹Ñ»¼ä̧Ä¹ËÉÉË¼ÄÊÌÅÄÅ̧Â¹»Â¹É»¼Ä¹ËÍ¹ÂÄ¼»Ä̧Ðº¹»ÌÇ¹ÉÏ»ÌÌÅÌÐ¹É¼ËÃ̧ÂÂ̧ÂÓ¹ÖÌ¹Ä·ÅÂ¹ÃËÌÌ̧ÃÄÅËÌÛ¹ÅÌÒ̧ÂÄŅ̃ÌÄ¹ËÉÉË¼ÄÊÌÅÄÅ̧Â¹»¼̧¹̧è»ÑÕÅÌ̧Ç¹»ÌÇ¹É¼ÅË¼ÅÄÅÆ̧Ç¹ÅÌ¹Ä̧¼ÑÂ¹ËÍ¹Ä·̧Å¼¹ÉËÄ̧ÌÄÅ»Ï¹Ò»ÏȨ̂¹É¼ËÉËÂÅÄÅËÌ¹ÄË¹¹Ä·̧¹Ü¼ËÊÉ¹ÅÌ¹Ë¼Ç̧¼¹ÄË¹̧ÌÂÊ¼̧¹»Ì¹̧ÍÍ̧ÃÄÅÒ̧¹»ÏÏËÃ»ÄÅËÌ¹ËÍ¹¼̧ÂËÊ¼Ã̧ÂÓ¹¹¶·̧¹ÃËÑÉ»Ìº¹Â̧Ï̧ÃÄÅÒ̧Ïº¹ÅÌÒ̧ÂÄÂ¹ÅÌ¹Ð¼ËÁÄ·¹Ñ»¼ä̧ÄÂ¹ÄË¹Ï̧Ò̧¼»Ð̧¹Ä·̧¹ËÉÉË¼ÄÊÌÅÄÅ̧Â¹ËÍ¹ÇºÌ»ÑÅÃ¹Ç̧Ò̧ÏËÉŅ̃ÌÄ¹»ÌÇ¹ÃÊÂÄËŅ̃¼¹É¼ËèÅÑÅÄº¹»Ä¹»¹ÏËÃ»Ï¹Ï̧Ò̧ÏÓ¹ÖÍ¹Ä·̧¹ËÃÃÊ¼¼̧ÌÃ̧¹ËÍ¹Ä·̧¹ÅÇ̧ÌÄÅÎ̧Ç¹ËÉÉË¼ÄÊÌÅÄÅ̧Â¹ÅÂ¹¼»Ä̧Ç¹»Â¹ÏÅä̧ÏºÛ¹Ä·̧º¹»¼̧¹ÅÌÃË¼ÉË¼»Ä̧Ç¹ÅÌÄË¹Ä·̧¹ÈÊÂÅÌ̧ÂÂ¹ÉÏ»ÌÂ¹»ÌÇ¹Ä·̧¹Â·Ë¼ÄÕÄ̧¼Ñ¹ÍË¼̧Ã»ÂÄÂÓ¹¶¼̧ÌÇÂ¹ÐËÅÌÐ¹Ȩ̀ºËÌÇ¹Ä·ÅÂ¹Ë¼¹̧Ò̧ÌÄÂ¹Ä·»Ä¹ÃËÊÏÇ¹Ï̧»Ç¹ÄË¹»¹ÉËÂÅÄÅÒ̧¹Ç̧Ò̧ÏËÉŅ̃ÌÄ¹ËÍ¹Ä·̧¹Ì̧Ä¹»ÂÂ̧ÄÂÛ¹ÎÌ»ÌÃÅ»Ï¹ÉËÂÅÄÅËÌ¹»ÌÇ¹¼̧ÂÊÏÄÂ¹ËÍ¹ËȨ́¼»ÄÅËÌÂ¹»¼̧¹É¼̧Â̧ÌÄ̧Ç¹ÅÌ¹Ä·̧¹ÍËÏÏËÁÅÌÐ¹¼̧ÉË¼Ä¹»Â¹¹ËÉÉË¼ÄÊÌÅÄÅ̧ÂÓ¹¶·̧Â̧¹ÃËÊÏÇ¹·»Ò̧¹»¹ÉËÂÅÄÅÒ̧¹̧ÍÍ̧ÃÄ¹ËÌ¹¹Ä·̧¹Ü¼ËÊÉçÂ¹Ņ̃ÇÅÊÑÕÄ̧¼Ñ¹É¼ËÂȨ́ÃÄÂ¹»ÌÇ¹Ï̧»Ç¹ÄË¹»¹ÉËÂÅÄÅÒ̧¹Ç̧ÒÅ»ÄÅËÌ¹Í¼ËÑ¹ÍË¼̧Ã»ÂÄÂÓ

���� !̂�

122 GROUP MANAGEMENT REPORT —» RepartanRisksandoppartunities

REPORT ON RISKS AND OPPORTUNITIES

Risks and opportunities are inherent to entrepreneurial activity.

The Group has put systems and processes in place to identify risks

at an early stage and to counteract them by taking appropriate

action. At Merck KGaA, Darmstadt, Germany, opportunity man-

agement is an integral component of internal decision-making

processes such as short- and medium-term operational planning

and intra-year business plans.

RISK AND OPPORTUNITY MANAGEMENT

Merck KGaA, Darmstadt, Germany, is part of a complex, global

business world and is therefore exposed to a multitude of external

and internal influences. Every business decision is therefore based

on the associated risks and opportunities.

In our internal risk reporting, risks are defined as possible fu-

ture events or developments that could lead to a negative deviation

from our forecast (financial) targets. In parallel, opportunities are

defined as possible events or developments that imply a positive

deviation from our planned (financial) targets. Identified future

events and expected developments are taken into account in inter-

nal planning provided that it can be assumed that their occurrence

is likely in the planning period. The risks and opportunities pre-

sented in the following risk and opportunities report are those

possible future events that could respectively lead to a negative or

positive deviation from the topics covered by planning.

Risk management process

The objective of our risk management activities is to recognize,

assess and manage risks early on and to implement appropriate

measures to minimize them. The responsibilities, objectives and

process of risk management are described in our internal risk

management guideline. The business heads, managing directors of

Merck KGaA, Darmstadt, Germany, subsidiaries, and the heads of

Group functions are specified as employees with responsibility for

risks. The group of consolidated companies for risk reporting

purposes is the same as the group of consolidated companies for

the consolidated financial statements. Every six months, the risk

owners assess their risk status and report their risk portfolio to

Risk Management. The Group uses special risk management soft-
ware in the context of these activities.

If risk-mitigating measures can be taken, their impact on risk

is also assessed. The residual risk after the implementation of

mitigation measures is presented in the internal risk report as net

risk. The planned timeframe for implementation and the assumed

mitigation effect are tracked by Group Risk Management.

Group Controlling Et Risk Management forms the organizational

framework for risk management and reports directly to the Group

Chief Financial Officer. Group Risk Management uses the infor-

mation reported to determine the current risk portfolio for the

Group, presenting this in a report to the Executive Board, the

Supervisory Board and the Finance Committee with detailed

explanations twice per year. Furthermore, significant changes in

the assessment of the risks already known and new significant

risks can be reported at any time and are communicated to the

corporate bodies on an ad hoc basis.

For the standard process, a lower limit for reporting risks is set

at a value of € 5 million and for the ad hoc process at a value of

€ 25 million. Risks below these limits are steered independently
within the business sectors. The relevant timeframe for internal

risk reporting is five years. The effects of risks described in this

Report on Risks and Opportunities are presented as annual values.

The assessment of the risks presented relates to December 31,

2014. There were no relevant changes after the end of the report-

ing period that would have necessitated an amended presentation

of the risk situation of the Group.

Within the scope of audits, Group Internal Auditing regularly

reviews the performance of risk management processes within the
units and, at the same time, the communication of relevant risks

from the operating units to Group Risk Management.

Opportunity management process

The risk management system described concentrates on business

risks, and not on opportunities at the same time. The Group's

opportunity management process is integrated into our internal

controlling processes and carried out in the operating units on

the basis of the Group strategy. The divisions analyze and assess

potential market opportunities as part of strategy and planning

processes. In this connection, investment opportunities are exam-

ined and prioritized in terms of their potential value proposition to

the Group in order to ensure an effective allocation of resources.

The company selectively invests in growth markets to leverage the

opportunities of dynamic development and customer proximity at
a local level.

If the occurrence of the identified opportunities is rated as

likely, they are incorporated into the business plans and the short-

term forecasts. Trends going beyond this or events that could lead

to a positive development of the net assets, financial position and

results of operations are presented in the following report as

opportunities. These could have a positive effect on the Group's

medium-term prospects and lead to a positive deviation from
forecasts.

Page 127



��${|}~������{������|��}|�����������������ð������ï������������

�¤¥þ >¡] �������¡¤�ñ >¥¥�¥¥£�¡�
%��ü�ú¶·̧¹ÂÅÐÌÅÎÃ»ÌÃ̧¹ËÍ¹¼ÅÂäÂ¹ÄË¹¹Ä·̧¹Ü¼ËÊÉ¹ÅÂ¹Ã»ÏÃÊÏ»Ä̧Ç¹ËÌ¹Ä·̧¹È»ÂÅÂ¹ËÍ¹Ä·̧Å¼¹ÉËÂÂÅÈÏ̧¹Ì̧Ð»ÄÅÒ̧¹ÅÑÉ»ÃÄ¹ËÌ¹Ä·̧¹ÍË¼̧Ã»ÂÄ¹ÎÌ»ÌÃÅ»Ï¹Ä»¼Ð̧ÄÂ¹ÅÌ¹ÃËÌ ÊÌÃÄÅËÌ¹ÁÅÄ·¹Ä·̧¹É¼ËÈ»ÈÅÏÅÄº¹ËÍ¹ËÃÃÊ¼¼̧ÌÃ̧¹ËÍ¹Ä·̧¹¼̧ÂȨ́ÃÄÅÒ̧¹¼ÅÂäÓ¹ÖÌ¹ÏÅÌ̧¹ÁÅÄ·¹Ä·̧Â̧¹ÄÁË¹Í»ÃÄË¼ÂÛ¹¼ÅÂäÂ¹»¼̧¹ÃÏ»ÂÂÅÎ̧Ç¹»Â¹�·ÅÐ·�Û¹�Ņ̃ÇÅÊÑ�¹Ë¼¹�ÏËÁ�Ó¹¶·̧¹ÊÌÇ̧¼ÏºÅÌÐ¹ÂÃ»Ï̧Â¹ÍË¼¹Ņ̃»ÂÊ¼ÅÌÐ¹Ä·̧Â̧¹Í»ÃÄË¼Â¹»¼̧¹Â·ËÁÌ¹Ȩ̀ÏËÁ¦
��%�	�	

�óú�éú����%%ö�
�:9U4U2@2?Ä 98 9661::7567  �¿<@454?295G Gô �z Y �5@2½7@Ä�z S Xz Y �9AA2U@7 X�TS yz Y »2½7@Ä õ yz Y �7:Ä @2½7@Ä
�¥�%ú�éú
�����
]7N:77 98 2C<46? �¿<@454?295G G
õ B Xz C2@@295 ¢:2?264@ 57N4?2=7 2C<46? 95 ?O7 57? 4AA7?AL n545624@ <9A2?295  453 :7A1@?A 98 9<7:4?295
B �z S Xz C2@@295 ¥1UA?45?24@ 57N4?2=7 2C<46? 95 ?O7 57? 4AA7?AL n545624@ <9A2?295  453 :7A1@?A 98 9<7:4?295A
B X S �z C2@@295 £937:4?7 57N4?2=7 2C<46? 95 ?O7 57? 4AA7?AL n545624@ <9A2?295  453 :7A1@?A 98 9<7:4?295A
ô B X C2@@295 ¤5A2N52n645? 57N4?2=7 2C<46? 95 ?O7 57? 4AA7?AL n545624@ <9A2?295  453 :7A1@?A 98 9<7:4?295A
¶·̧¹ÃËÑÈÅÌ»ÄÅËÌ¹ËÍ¹Ä·̧¹ÄÁË¹Í»ÃÄË¼Â¹¼̧ÂÊÏÄÂ¹ÅÌ¹Ä·̧¹¼ÅÂä¹Ñ»Ä¼Åè¹Ȩ̀ÏËÁÛ¹Á·ÅÃ·¹Â·ËÁÂ¹Ä·̧¹ÅÌÇÅÒÅÇÊ»Ï¹¼ÅÂäÂ¹»ÌÇ¹Ä·̧Å¼¹ÂÅÐÌÅÎÃ»ÌÃ̧¹ÄË¹¹Ä·̧¹Ü¼ËÊÉÓ�%
�öú���%
÷
¤C<46? �2A½ C4?:2¿G G G G Gõ B Xz C2@@295 £7321C £7321C 2̧NO 2̧NOB �z S Xz C2@@295 £7321C £7321C £7321C 2̧NOB X S �z C2@@295  »9P £7321C £7321C £7321Cô B X C2@@295 »9P »9P »9P »9P�:9U4U2@2?Ä 98 9661::7567 ô �z Y �z S Xz Y X�TS yz Y õ yz Y

���� !̂�



��; {|}~������{������|��}|�����������������ð������ï������������

�++�ùö(��ö�ó�ú"ÉÉË¼ÄÊÌÅÄÅ̧Â¹»¼̧¹»ÂÂ̧ÂÂ̧Ç¹ÅÌ¹Ä·̧Å¼¹¼̧ÂȨ́ÃÄÅÒ̧¹ÂȨ́ÃÅÎÃ¹ÈÊÂÅÌ̧ÂÂ¹¹̧ÌÒÅ¼ËÌŅ̃ÌÄÓ¹×»¼ä̧ÄÅÌÐ¹Ņ̃»ÂÊ¼̧Â¹ÍË¼¹ËȨ́¼»ÄÅËÌ»Ï¹ÉÏ»ÌÌÅÌÐ¹»¼̧¹ÊÂÊ»ÏÏº¹êÊ»ÌÄÅÎ̧Ç¹ÅÌ¹¼̧Ï»ÄÅËÌ¹ÄË¹Â»Ï̧ÂÛ¹¹éñÖ¶ÝÔ¹É¼̧¹ËÌ̧ÕÄÅŅ̃¹ÅÄ̧ÑÂ¹»ÌÇ¹ÈÊÂÅÌ̧ÂÂ¹Í¼̧̧¹Ã»Â·¹ëËÁÓ¹�̧Ä¹É¼̧Â̧ÌÄ¹Ò»ÏȨ̂Û¹Ä·̧¹ÅÌÄ̧¼Ì»Ï¹¼»Ä̧¹ËÍ¹¼̧ÄÊ¼Ì¹ÙÖ��ÚÛ¹Ä·̧¹¼̧ÄÊ¼Ì¹ËÌ¹Ã»ÉÅÄ»Ï¹̧ÑÉÏËº̧Ç¹Ù�"îéÚ¹»ÌÇ¹Ä·̧¹»ÑË¼ÕÄÅÆ»ÄÅËÌ¹Ȩ́¼ÅËÇ¹ËÍ¹Ä·̧¹ÅÌÒ̧ÂÄŅ̃ÌÄ¹»¼̧¹É¼ÅÑ»¼ÅÏº¹ÊÂ̧Ç¹ÄË¹»ÂÂ̧ÂÂ¹¹»ÌÇ¹É¼ÅË¼ÅÄÅÆ̧¹ÅÌÒ̧ÂÄŅ̃ÌÄ¹ËÉÉË¼ÄÊÌÅÄÅ̧ÂÓ¹æÅÑÅÏ»¼ÏºÛ¹ÂÃ̧Ì»¼ÅËÂ¹»¼̧¹¹Í¼̧êȨ̂ÌÄÏº¹Â̧Ä¹ÊÉ¹ÄË¹ÂÅÑÊÏ»Ä̧¹Ä·̧¹ÅÌëȨ̂ÌÃ̧¹ËÍ¹ÉËÂÂÅÈÏ̧¹ëÊÃÄÊ»ÄÅËÌÂ¹»ÌÇ¹Ã·»ÌÐ̧Â¹ÅÌ¹Ä·̧¹¼̧ÂȨ́ÃÄÅÒ̧¹Í»ÃÄË¼Â¹ËÌ¹¼̧ÂÊÏÄÂÓ¹¶·̧¼̧¹ÅÂ¹ÌË¹ËÒ̧¼Õ»¼Ã·ÅÌÐÛ¹ÂºÂÄ̧Ñ»ÄÅÃ¹ÃÏ»ÂÂÅÎÃ»ÄÅËÌ¹ËÍ¹Ä·̧¹É¼ËÈ»ÈÅÏÅÄº¹ËÍ¹ËÃÃÊ¼¼̧ÌÃ̧¹»ÌÇ¹ÅÑÉ»ÃÄ¹ËÍ¹ËÉÉË¼ÄÊÌÅÄÅ̧ÂÓ
¤¡���¡>» ¢�¡���» ¥ñ¥��£ D�� �̧� ¢�¡¥�»¤]>��] >¢¢��¡�¤¡0 ���¢�¥¥
¶·̧¹ËÈ ̧ÃÄÅÒ̧¹ËÍ¹Ä·̧¹ÅÌÄ̧¼Ì»Ï¹ÃËÌÄ¼ËÏ¹ÂºÂÄ̧Ñ¹ÍË¼¹»ÃÃËÊÌÄÅÌÐ¹ÅÂ¹ÄË¹ÅÑÉÏ̧Ņ̃ÌÄ¹ÃËÌÄ¼ËÏÂ¹Ä·»Ä¹É¼ËÒÅÇ̧¹»ÂÂÊ¼»ÌÃ̧¹Ä·»Ä¹Ä·̧¹ÎÌ»ÌÃÅ»Ï¹ÂÄ»Ä̧ÕŅ̃ÌÄÂ¹»¼̧¹É¼̧É»¼̧Ç¹ÅÌ¹ÃËÑÉÏÅ»ÌÃ̧¹ÁÅÄ·¹Ä·̧¹¼̧Ï̧Ò»ÌÄ¹»ÃÃËÊÌÄÅÌÐ¹Ï»ÁÂ¹»ÌÇ¹ÂÄ»ÌÇ»¼ÇÂÓ¹ÖÄ¹ÃËÒ̧¼Â¹Ņ̃»ÂÊ¼̧Â¹Ç̧ÂÅÐÌ̧Ç¹ÄË¹̧ÌÂÊ¼̧¹Ä·̧¹ÃËÑÉÏ̧Ä̧Û¹ÃË¼¼̧ÃÄ¹»ÌÇ¹ÄÅŅ̃Ïº¹ÃËÌÒ̧º»ÌÃ̧¹»ÌÇ¹É¼̧Â̧ÌÄ»ÄÅËÌ¹ËÍ¹ÅÌÕÍË¼Ñ»ÄÅËÌ¹Ä·»Ä¹ÅÂ¹¼̧Ï̧Ò»ÌÄ¹ÍË¼¹Ä·̧¹É¼̧É»¼»ÄÅËÌ¹ËÍ¹Ä·̧¹ÃËÌÂËÏÅÇ»Ä̧Ç¹ÎÌ»ÌÃÅ»Ï¹ÂÄ»Ä̧Ņ̃ÌÄÂ¹»ÌÇ¹Ä·̧¹Ñ»Ì»Ð̧Ņ̃ÌÄ¹¼̧ÉË¼Ä¹ËÍ¹Ä·̧¹Ü¼ËÊÉÓ¶·̧¹ÃËÌÄ¼ËÏ¹ÂºÂÄ̧Ñ¹ÅÂ¹ÂÊÈ ̧ÃÄ¹ÄË¹ÃËÌÄÅÌÊËÊÂ¹ÍÊ¼Ä·̧¼¹Ç̧Ò̧ÏËÉÕŅ̃ÌÄ¹»ÌÇ¹ÅÂ¹»Ì¹ÅÌÄ̧Ð¼»Ï¹ÃËÑÉËÌ̧ÌÄ¹ËÍ¹Ä·̧¹»ÃÃËÊÌÄÅÌÐ¹»ÌÇ¹ÎÌ»ÌÃÅ»Ï¹¼̧ÉË¼ÄÅÌÐ¹É¼ËÃ̧ÂÂ̧Â¹ÅÌ¹»ÏÏ¹¼̧Ï̧Ò»ÌÄ¹ÏËÃ»Ï¹ÊÌÅÄÂ¹»ÌÇ¹¹Ü¼ËÊÉ¹ÍÊÌÃÕÄÅËÌÂÓâÅÄ·¹¼̧ÂȨ́ÃÄ¹ÄË¹Ä·̧¹»ÃÃËÊÌÄÅÌÐ¹É¼ËÃ̧ÂÂÛ¹Ä·̧¹ÅÌÄ̧¼Ì»Ï¹ÃËÌÄ¼ËÏ¹ÂºÂÄ̧Ñ¹Ņ̃»ÂÊ¼̧Â¹»¼̧¹ÅÌÄ̧ÌÇ̧Ç¹ÄË¹¼̧ÇÊÃ̧¹Ä·̧¹¼ÅÂä¹ËÍ¹Ñ»Ä̧¼Å»Ï¹Í»ÏÂ̧¹ÂÄ»Ä̧Ņ̃ÌÄÂ¹ÅÌ¹Ä·̧¹ÃËÌÂËÏÅÇ»Ä̧Ç¹»ÃÃËÊÌÄÅÌÐ¹É¼ËÃ̧ÂÂ¹ËÍ¹Ä·̧¹¹Ü¼ËÊÉÓ
öóòúö��õ�¶·̧¹ÅÌÄ̧¼Ì»Ï¹ÃËÌÄ¼ËÏ¹ÂºÂÄ̧Ñ¹ÅÂ¹Ð̧»¼̧Ç¹ÄË¹̧ÌÂÊ¼ÅÌÐ¹Ä·̧¹»ÃÃÊ¼»Ãº¹ËÍ¹Ä·̧¹ÃËÌÂËÏÅÇ»Ä̧Ç¹»ÃÃËÊÌÄÅÌÐ¹É¼ËÃ̧ÂÂ¹»ÌÇ¹Ä·̧¹ÅÑÉÏ̧Ņ̃ÌÄ»ÄÅËÌ¹ËÍ¹ÅÌÄ̧¼Ì»Ï¹ÃËÌÄ¼ËÏÂ¹ÍË¼¹Ä·̧¹É¼̧É»¼»ÄÅËÌ¹ËÍ¹ÃËÑÉÏÅ»ÌÄ¹ÎÌ»ÌÃÅ»Ï¹ÂÄ»Ä̧ÕŅ̃ÌÄÂ¹ÁÅÄ·¹¼̧»ÂËÌ»ÈÏ̧¹»ÂÂÊ¼»ÌÃ̧Ó¹¶·̧¹Ü¼ËÊÉ¹ÔÃÃËÊÌÄÅÌÐ¹ÍÊÌÃÄÅËÌ¹Ã̧ÌÄ¼»ÏÏº¹ÂÄ̧̧¼Â¹Ä·̧¹É¼̧É»¼»ÄÅËÌ¹ËÍ¹Ä·̧¹ÃËÌÂËÏÅÇ»Ä̧Ç¹ÎÌ»ÌÃÅ»Ï¹ÂÄ»Ä̧ÕŅ̃ÌÄÂ¹ËÍ¹¹×̧ ¼Ãä¹�Ü»ÔÛ¹Ý»¼ÑÂÄ»ÇÄÛ¹Ü̧¼Ñ»ÌºÛá»Â¹Ä·̧¹É»¼̧ÌÄ¹ÃËÑÉ»Ìº¹ËÍ¹Ä·̧¹¹Ü¼ËÊÉÓ¹¶·ÅÂ¹Ü¼ËÊÉ¹ÍÊÌÃÄÅËÌ¹Ç̧ÎÌ̧Â¹Ä·̧¹¼̧ÉË¼ÄÅÌÐ¹¼̧êÊÅ¼̧ÕŅ̃ÌÄÂ¹Ä·»Ä¹¹Ä·̧¹Ü¼ËÊÉçÂ¹ÂÊÈÂÅÇÅ»¼Å̧Â¹ÑÊÂÄ¹Ņ̃ Ä̧¹»Â¹»¹ÑÅÌÅÑÊÑ¹¼̧ÕêÊÅ¼̧Ņ̃ÌÄÓ¹ÔÄ¹Ä·̧¹Â»Ņ̃¹ÄÅŅ̃Û¹Ä·ÅÂ¹ÍÊÌÃÄÅËÌ¹ÂÄ̧̧¼Â¹»ÌÇ¹ÑËÌÅÄË¼Â¹Ä·̧¹ÂÃ·̧ÇÊÏÅÌÐ¹»ÌÇ¹É¼ËÃ̧ÂÂÕ¼̧Ï»Ä̧Ç¹¼̧êÊÅ¼̧Ņ̃ÌÄÂ¹ËÍ¹Ä·̧¹ÃËÌÂËÏÅÇ»Ä̧Ç¹ÎÌ»ÌÃÅ»Ï¹ÂÄ»Ä̧Ņ̃ÌÄÂÓ¹¶·̧¹Ü¼ËÊÉÕÁÅÇ̧¹»ÃÃËÊÌÄÅÌÐ¹ÐÊÅÇ̧ÏÅÌ̧Â¹ÍË¼Ñ¹Ä·̧¹È»ÂÅÂ¹ÍË¼¹Ä·̧¹É¼̧É»¼»ÄÅËÌ¹ËÍ¹Ä·̧¹ÂÄ»ÄÊÄË¼º¹ÎÌ»ÌÃÅ»Ï¹ÂÄ»Ä̧Ņ̃ÌÄÂ¹ËÍ¹Ä·̧¹É»¼̧ÌÄ¹ÃËÑÉ»Ìº¹»ÌÇ¹ËÍ¹Ä·̧¹ÂÊÈÂÅÇÅ»¼Å̧ÂÛ¹Á·ÅÃ·¹»¼̧¹¼̧ÉË¼Ä̧Ç¹

ÄË¹Ü¼ËÊÉ¹ÔÃÃËÊÌÄÅÌÐ�¹Ä·̧¹ÐÊÅÇ̧ÏÅÌ̧Â¹»¼̧¹»Ç»ÉÄ̧Ç¹ÄË¹¼̧ȩ̈ÃÄ¹Ã·»ÌÐÕÂ̧¹ÅÌ¹Ä·̧¹ÎÌ»ÌÃÅ»Ï¹¼̧ÐÊÏ»ÄË¼º¹̧ÌÒÅ¼ËÌŅ̃ÌÄ¹»ÌÇ¹»¼̧¹ÊÉÇ»Ä̧Ç¹ÅÌ¹»ÃÃË¼Ç»ÌÃ̧¹ÁÅÄ·¹ÅÌÄ̧¼Ì»Ï¹¼̧ÉË¼ÄÅÌÐ¹¼̧êÊÅ¼̧Ņ̃ÌÄÂÓ¹ÖÌÄ¼»ÕÐ¼ËÊÉ¹Ä¼»ÌÂ»ÃÄÅËÌÂ¹»¼̧¹̧ÏÅÑÅÌ»Ä̧Ç¹ÇÊ¼ÅÌÐ¹Ä·̧¹ÃËÌÂËÏÅÇ»ÄÅËÌ¹É¼ËÃ̧ÂÂÓ¹¶·ÅÂ¹ÐÅÒ̧Â¹¼ÅÂ̧¹ÄË¹Ä·̧¹Ì̧ Ç̧¹ÍË¼¹»¹ÑÅ¼¼Ë¼̧Ç¹̧ÌÄ¼º¹»Ä¹Ä·̧¹ÃË¼¼̧ÂÉËÌÇÅÌÐ¹ÂÊÈÂÅÇÅ»¼Å̧Â¹Ä·»Ä¹ÅÂ¹ÑËÌÅÄË¼̧Ç¹ÇÊ¼ÅÌÐ¹Ä·̧¹ÃËÌÂËÏÅÇ»ÄÅËÌ¹É¼ËÃ̧ÂÂÓÜ¼ËÊÉ¹ÔÃÃËÊÌÄÅÌÐ¹»ÏÂË¹̧ÌÂÊ¼̧Â¹Ä·̧¹ÄÅŅ̃Ïº¹Ã̧ÌÄ¼»Ï¹Ñ»Ì»Ð̧ÕŅ̃ÌÄ¹ËÍ¹Ã·»ÌÐ̧Â¹ÄË¹Ä·̧¹̧êÊÅÄº¹·ËÏÇÅÌÐ¹ÂÄ¼ÊÃÄÊ¼̧¹»ÌÇ¹ÃË¼¼̧ÂÉËÌÇÕÅÌÐÏº¹»Ç»ÉÄÂ¹Ä·̧¹¹Ü¼ËÊÉçÂ¹ÂÃËȨ́¹ËÍ¹ÃËÌÂËÏÅÇ»ÄÅËÌÓ¹¶·̧¹ÅÌÇÅÒÅÇÊ»Ï¹ÃËÑÉ»ÌÅ̧Â¹·»Ò̧¹»¹ÏËÃ»Ï¹ÅÌÄ̧¼Ì»Ï¹ÃËÌÄ¼ËÏ¹ÂºÂÄ̧ÑÓ¹â·̧¼̧¹ÎÌ»ÌÃÅ»Ï¹É¼ËÃ̧ÂÂ̧Â¹»¼̧¹·»ÌÇÏ̧Ç¹Èº¹»¹æ·»¼̧Ç¹æ̧¼ÒÅÃ̧¹î̧ÌÄ̧¼Û¹Ä·̧¹ÅÌÄ̧¼Ì»Ï¹ÃËÌÄ¼ËÏ¹ÂºÂÄ̧Ñ¹ËÍ¹Ä·̧¹æ·»¼̧Ç¹æ̧¼ÒÅÃ̧¹î̧ÌÄ̧¼¹ÅÂ¹»ÇÇÅÄÅËÌ»ÏÏº¹»ÉÉÏÅ̧ÇÓ¹ñËÄ·¹̧ÌÂÊ¼̧¹Ä·»Ä¹»ÃÃËÊÌÄÅÌÐ¹ÃËÑÉÏÅ̧Â¹ÁÅÄ·¹ÖØ�æ¹ÙÖÌÄ̧¼Ì»ÄÅËÌ»Ï¹ØÅÌ»ÌÃÅ»Ï¹�̧ÉË¼ÄÅÌÐ¹æÄ»ÌÇ»¼ÇÂÚ¹»ÌÇ¹ÁÅÄ·¹Ä·̧¹¹Ü¼ËÊÉ¹»ÃÃËÊÌÄÅÌÐ¹ÐÊÅÇ̧ÏÅÌ̧ÂÓ¹Ü¼ËÊÉ¹ÔÃÃËÊÌÄÅÌÐ¹É¼ËÒÅÇ̧Â¹ÂÊÉÉË¼Ä¹ÄË¹Ä·̧¹ÏËÃ»Ï¹ÃËÌÄ»ÃÄÂ¹»ÌÇ¹Ì̧ÂÊ¼̧Â¹»¹ÃËÌÂÅÂÄ̧ÌÄÏº¹·ÅÐ·¹êÊ»ÏÅÄº¹ËÍ¹¼̧ÉË¼ÄÅÌÐ¹Ä·¼ËÊÐ·ËÊÄ¹Ä·̧¹Ì̧ÄÅ¼̧¹¼̧ÉË¼ÄÅÌÐ¹É¼ËÃ̧ÂÂÓ¹¶·̧¹»ÃÃËÊÌÄÅÌÐ¹É¼ËÃ̧ÂÂ¹ÅÂ¹Ç̧ÂÅÐÌ̧Ç¹»Ä¹»ÏÏ¹Ï̧Ò̧ÏÂ¹ÄË¹̧ÌÂÊ¼̧¹»¹ÃÏ̧»¼Ïº¹Ç̧ÎÌ̧Ç¹Â̧Ð¼̧Ð»ÄÅËÌ¹ËÍ¹ÇÊÄÅ̧Â¹»ÌÇ¹»ÂÂÅÐÌŅ̃ÌÄ¹ËÍ¹¼̧ÂÉËÌÂÅÕÈÅÏÅÄÅ̧Â¹ÄË¹Ä·̧¹ÊÌÅÄÂ¹ÅÌÒËÏÒ̧Ç¹ÅÌ¹Ä·̧¹»ÃÃËÊÌÄÅÌÐ¹É¼ËÃ̧ÂÂ¹»Ä¹»ÏÏ¹ÄÅŅ̃Â¹ÁÅÄ·ÅÌ¹Ä·̧¹ÂÃËȨ́¹ËÍ¹ÇÊ»Ï¹ÃËÌÄ¼ËÏÓ¹ØË¼¹Ä·̧¹»ÂÂ̧ÂÂŅ̃ÌÄ¹ËÍ¹È»Ï»ÌÃ̧¹Â·̧ Ä̧¹ÅÄ̧ÑÂÛ¹Ü¼ËÊÉ¹ÔÃÃËÊÌÄÅÌÐ¹ÃÏËÂ̧Ïº¹ÃËËȨ́¼»Ä̧Â¹ÁÅÄ·¹Ü¼ËÊÉ¹�ÅÂä¹×»Ì»Ð̧Ņ̃ÌÄ¹ÅÌ¹Ë¼Ç̧¼¹ÄË¹ÃË¼Õ¼̧ÃÄÏº¹É¼̧Â̧ÌÄ¹ÉËÄ̧ÌÄÅ»Ï¹È»Ï»ÌÃ̧¹Â·̧ Ä̧¹¼ÅÂäÂÓ¹ØË¼¹ÂȨ́ÃÅ»Ï¹ÅÂÂȨ̂ÂÛ¹ÂÊÃ·¹»Â¹Ä·̧¹Ņ̃»ÂÊ¼̧Ņ̃ÌÄ¹ËÍ¹ÅÌÄ»ÌÐÅÈÏ̧¹»ÂÂ̧ÄÂ¹ÁÅÄ·ÅÌ¹Ä·̧¹ÂÃËȨ́¹ËÍ¹ÃËÑÕÉ»Ìº¹»ÃêÊÅÂÅÄÅËÌÂ¹Ë¼¹Ȩ́ÌÂÅËÌ¹ËÈÏÅÐ»ÄÅËÌÂÛ¹̧èÄ̧¼Ì»Ï¹̧èȨ́¼ÄÂ¹»¼̧¹»ÇÕÇÅÄÅËÌ»ÏÏº¹ÅÌÒËÏÒ̧Ç¹Á·̧¼̧¹Ì̧Ã̧ÂÂ»¼ºÓ¹ØË¼¹Ä·̧¹Ü¼ËÊÉ¹»ÃÃËÊÌÄÅÌÐ¹É¼ËÃ̧ÂÂÛ¹¹Ä·̧¹ÃËÑÉ»Ìº¹ÊÂ̧Â¹»¹ÂÄ»ÌÇ»¼Ç¹æÔÞ¹ÂËÍÄÁ»¼̧¹ÄËËÏ¹ÅÌ¹ÑËÂÄ¹ÃËÊÌÄ¼Å̧ÂÓ¹�Å»¹»¹Ç̧Ä»ÅÏ̧Ç¹»ÊÄ·Ë¼ÅÆ»ÄÅËÌ¹ÃËÌÃ̧ÉÄ¹ÄË¹ÏÅÑÅÄ¹ÊÂ̧¼¹¼ÅÐ·ÄÂ¹ËÌ¹»¹Ì̧ Ç̧ÕÄËÕ·»Ò̧¹È»ÂÅÂÛ¹»ÌÇ¹ÅÌ¹ÏÅÌ̧¹ÁÅÄ·¹Ä·̧¹É¼ÅÌÃÅÉÏ̧Â¹ËÍ¹Ä·̧¹Â̧É»¼»ÄÅËÌ¹ËÍ¹ÇÊÄÅ̧ÂÛ¹Ä·̧¹ÂºÂÄ̧Ñ¹ÃËÌÄ»ÅÌÂ¹ÈËÄ·¹ÂÅÌÐÏ̧Õ̧ÌÄÅÄº¹¼̧ÕÉË¼ÄÅÌÐ¹»ÌÇ¹Ä·̧¹ÃËÌÂËÏÅÇ»Ä̧Ç¹ÎÌ»ÌÃÅ»Ï¹ÂÄ»Ä̧Ņ̃ÌÄÂÓ¶·̧¹̧ÍÍ̧ÃÄÅÒ̧Ì̧ÂÂ¹ËÍ¹¹Ä·̧¹Ü¼ËÊÉçÂ¹ÅÌÄ̧¼Ì»Ï¹ÃËÌÄ¼ËÏ¹ÂºÂÄ̧Ñ¹ÁÅÄ·¹¼̧Ð»¼Ç¹ÄË¹»ÃÃËÊÌÄÅÌÐ¹»ÌÇ¹Ä·̧¹ÃËÑÉÏÅ»ÌÃ̧¹ËÍ¹ÎÌ»ÌÃÅ»Ï¹¼̧ÉË¼ÄÅÌÐ¹Èº¹Ä·̧¹ÅÌÇÅÒÅÇÊ»Ï¹ÃËÑÉ»ÌÅ̧Â¹ÅÂ¹ÃËÌÎ¼Ņ̃Ç¹Èº¹ÈËÄ·¹Ä·̧¹ÏËÃ»Ï¹Ñ»Ì»ÐÅÌÐ¹ÇÅ¼̧ÃÄË¼¹»ÌÇ¹Ä·̧¹ÏËÃ»Ï¹Ã·Å̧Í¹ÎÌ»ÌÃÅ»Ï¹ËÍÎÃ̧¼¹Á·̧Ì¹Ä·̧º¹ÂÅÐÌ¹Ä·̧¹ÂÅÌÐÏ̧Õ̧ÌÄÅÄº¹¼̧ÉË¼ÄÅÌÐÓ¹ÔÏÏ¹Ä·̧¹ÂÄ¼ÊÃÄÊ¼̧Â¹»ÌÇ¹É¼ËÃ̧ÂÂ̧Â¹Ç̧ÂÃ¼ÅȨ̀Ç¹»¼̧¹ÂÊÈ ̧ÃÄ¹ÄË¹¼̧ÐÊÏ»¼¹¼̧ÒÅ̧Á¹Èº¹Ü¼ËÊÉ¹ÖÌÄ̧¼Ì»Ï¹ÔÊÇÅÄÅÌÐ¹È»Â̧Ç¹ËÌ¹»Ì¹»ÌÌÊ»Ï¹»ÊÇÅÄ¹ÉÏ»Ì¹Â̧Ä¹ËÊÄ¹Èº¹Ä·̧¹éȩ̀ÃÊÄÅÒ̧¹ñË»¼ÇÓ¹¶·̧¹¼̧ÂÊÏÄÂ¹ËÍ¹Ä·̧Â̧¹»ÊÇÅÄÂ¹»¼̧¹Ç̧»ÏÄ¹ÁÅÄ·¹Èº¹Ä·̧¹éȩ̀ÃÊÄÅÒ̧¹ñË»¼ÇÛ¹Ä·̧¹æÊȨ́¼ÕÒÅÂË¼º¹ñË»¼Ç¹»ÌÇ¹Ä·̧¹ØÅÌ»ÌÃ̧¹îËÑÑÅÄÄ̧̧Ó¶·̧¹ÅÌÄ̧¼Ì»Ï¹ÃËÌÄ¼ËÏ¹ÂºÂÄ̧Ñ¹»Ä¹¹Ä·̧¹Ü¼ËÊÉ¹Ñ»ä̧Â¹ÅÄ¹ÉËÂÂÅÈÏ̧¹¹ÄË¹ÏËÁ̧¼¹Ä·̧¹¼ÅÂä¹ËÍ¹Ñ»Ä̧¼Å»Ï¹ÑÅÂÂÄ»Ä̧Ņ̃ ÌÄÂ¹ÅÌ¹»ÃÃËÊÌÄÅÌÐ¹ÄË¹»¹¹ÑÅÌÅÑÊÑÓ¹ïËÁ̧Ò̧¼Û¹ÌË¹ÅÌÄ̧¼Ì»Ï¹ÃËÌÄ¼ËÏ¹ÂºÂÄ̧Ñ¹!¹¼̧Ð»¼ÇÏ̧ÂÂ¹ËÍ¹ÅÄÂ¹Ç̧ÂÅÐÌ¹!¹Ã»Ì¹̧ÌÄÅ¼̧Ïº¹¼ÊÏ̧¹ËÊÄ¹»¹¼̧ÂÅÇÊ»Ï¹¼ÅÂäÓ

���� !̂>

124

Opportunities

Opportunities are assessed in their respective specific business

environment. Marketing measures for operational planning are

usually quantified in relation to sales, EBITDA pre one-time items

and business free cash flow. Net present value, the internal rate of

return (IRR), the return on capital employed (ROCE) and the amor-

tization period of the investment are primarily used to assess

and prioritize investment opportunities. Similarly, scenarios are

frequently set up to simulate the influence of possible fluctuations

and changes in the respective factors on results. There is no over-

arching, systematic classification of the probability of occurrence

and impact of opportunities.

INTERNAL CONTROL SYSTEM FOR THE

CONSOLIDATED ACCOUNTING PROCESS

The objective of the internal control system for accounting is to

implement controls that provide assurance that the financial state-

ments are prepared in compliance with the relevant accounting

laws and standards. It covers measures designed to ensure the

complete, correct and timely conveyance and presentation of in-

formation that is relevant for the preparation of the consolidated

financial statements and the management report of the Group.

The control system is subject to continuous firrther develop-

ment and is an integral component of the accounting and financial

reporting processes in all relevant local units and Group fimc-
fions.

With respect to the accounting process, the internal control

system measures are intended to reduce the risk of material false

statements in the consolidated accounting process of the Group.

Key tools

The internal control system is geared to ensuring the accuracy of

the consolidated accounting process and the implementation of

internal controls for the preparation of compliant financial state-

ments with reasonable assurance. The Group Accounting fimction

centrally steers the preparation of the consolidated financial state-

ments of Merck KGaA, Darmstadt, Germany, as the parent company

of the Group. This Group fimction defines the reporting require-

ments that the Group’s subsidiaries must meet as a minimum re-

quirement. At the same time, this fimction steers and monitors the

scheduling and process-related requirements of the consolidated

financial statements. The Group-wide accounting guidelines form

the basis for the preparation of the statutory financial statements

of the parent company and of the subsidiaries, which are reported

GROUP MANAGEMENT REPORT —» RepartanRisksandoppartunities

to Group Accounting; the guidelines are adapted to reflect chang-

es in the financial regulatory environment and are updated in

accordance with internal reporting requirements. Intra-group

transactions are eliminated during the consolidation process. This

gives rise to the need for a mirrored entry at the corresponding

subsidiaries that is monitored during the consolidation process.

Group Accounting also ensures the timely central manage-

ment of changes to the equity holding structure and correspond-

ingly adapts the Group's scope of consolidation. The individual

companies have a local internal control system. Where financial

processes are handled by a Shared Service Center, the internal

control system of the Shared Service Center is additionally applied.

Both ensure that accounting complies with IFRS (International

Financial Reporting Standards) and with the Group accounting

guidelines.

Group Accounting provides support to the local contacts and

ensures a consistently high quality of reporting throughout the

entire reporting process.

The accounting process is designed at all levels to ensure a

clearly defined segregation of duties and assignment of responsi-

bilities to the units involved in the accounting process at all times

within the scope of dual control.

For the assessment of balance sheet items, Group Accounting

closely cooperates with Group Risk Management in order to cor-

rectly present potential balance sheet risks. For special issues, such

as the measurement of intangible assets within the scope of com-

pany acquisitions or pension obligations, external experts are ad-

ditionally involved where necessary. For the Group accounting

process, the company uses a standard SAP software tool in most

countries. Via a detailed authorization concept to limit user rights

on a need-to-have basis, and in line with the principles of the

separation of duties, the system contains both single-entity re-

porting and the consolidated financial statements.

The effectiveness of the Group's internal control system with

regard to accounting and the compliance of financial reporting by

the individual companies is confirmed by both the local managing

director and the local chief financial officer when they sign the

single-entity reporting. All the structures and processes described

are subject to regular review by Group Internal Auditing based on

an annual audit plan set out by the Executive Board. The results

of these audits are dealt with by the Executive Board, the Super-

visory Board and the Finance Committee.

The internal control system at the Group makes it possible

to lower the risk of material misstatements in accounting to a

minimum. However, no internal control system — regardless of its

design — can entirely rule out a residual risk.
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BUSINESS-RELATED RISKS AND

OPPORTUNITIES

Political and regulatory risks and opportunities

As a global company, Merck KGaA, Darmstadt, Germany, faces

political and regulatory changes in a large number of countries
and markets.

Risk of more restrictive regulatory requirements regarding

drug pricing, reimbursement and approval
In the Healthcare business sector the familiar trend towards

increasingly restrictive requirements in terms of drug pricing, re-

imbursement and approval is continuing. These requirements can

negatively influence the profitability of the company's products,

also through market referencing between countries, and jeopardize

the success of market launches and new approvals. Close commu-

nication with health and regulatory agencies serves as a preventive
measure to avert risks. An estimation of the risks is market- and

product-specific; overall the risk is seen as being likely for the

Group and could have a critical negative impact on the net assets,

financial position and result of operations. It is therefore classified
as a medium risk.

Risk of stricter regulations for the manufacture, testing and

marketing of products
Likewise, in its Life Science and Performance Materials business

sectors must adhere to a multitude of regulatory specifications

regarding the manufacture, testing and marketing of many of its

products. Specifically in the European Union, the Group is subject

to the European chemicals regulation REACH. It demands compre-

hensive tests for chemical products. Test procedures can be costly

and time-intensive, and lead to a rise in manufacturing costs.

Moreover, the use of chemicals in production could be restricted,

which would make it impossible to continue manufacturing cer-

tain products. The company is constanfly pursuing research and

development in substance characterization, and in the possible
substitution of critical substances in order to reduce the occur-

rence of this risk and therefore views it as unlikely. Nevertheless,

it is still classified as a medium risk given its potential critical

negative impact on the net assets, financial position and results of

operations.

Risk of destabilization of political systems and the
establishment of trade barriers

The destabilization of political systems (as for example in Ukraine

and the Middle East) and the possible establishment of trade

barriers as well as foreign exchange policy changes can lead to

declines in sales in certain countries and regions. Diversification in

terms of products, industries and regions serves to mitigate poten-

tial negative effects. The effects of corresponding risks are taken

into account to the best of ability in the business plans for the

countries and regions concerned. In particular, our business can
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furthermore be affected by macroeconomic developments in, for

example, Venezuela, Argentina, Russia, and Greece. Corresponding

sales strategy measures have been introduced in these countries to

minimize the impact on business.

Nevertheless, the residual net risk could have critical negative

effects on the net assets, financial position and results of opera-

tions and its occurrence is considered possible. The Group rates
this as a medium risk overall.

Market risks and opportunities

Merck KGaA, Darmstadt, Germany, competes with numerous com-

panies in the pharmaceutical, chemical and life science sectors.

Rising competitive pressure can have a significant impact on the

quantities sold and prices attainable for the Group's products.

Opportunities due to the further development of the
Biosimilars business

The possibilities offered by the development and approval of

biosimilars represent opportunities for Merck KGaA, Darmstadt,

Germany. For instance, over the past two and a half years, the

Group has moved forward with the development of its own

Biosimilars business unit and has entered into partnerships with

Dr. Reddy’s Laboratories Ltd., India, among others, to co-develop

a portfolio of biosimilars in oncology. Moreover, in April 2014, a

Brazilian market partnership was established with Bionovis SA,

Brazil, (Bionovis SA) for a portfolio of biosimilars. Although a

significant contribution to sales is not to be expected before

the medium to long term, the expenditure required for this has

already been taken into account in the Group's planning.

Opportunities due to a new technology in the manufacture

of OLED displays

The Group is building on more than ten years of experience in

manufacturing organic light-emitting diode (OLED) materials as

well as a strong portfolio of worldwide patents in order to develop

ultrapure and extremely stable materials that are precisely tailored

to customer requirements. The development in the OLED market

is being driven by the diversification of applications for OLED

displays. While OLED displays are mainly used today in small-area

displays, for example smartphones, more and more large-area dis-

plays could also be based on OLED technology in the fiiture. In
order to overcome the technical and financial obstacles of the

mass production of large-area OLED displays, the Group has been

cooperating since the end of 2012 with Seiko Epson Corporation,

Japan (Seiko Epson). This cooperation has opened up new avenues

in the manufacture of OLED displays. The combination of durable

OLED materials fiom the company and inkjet printing technology

from Seiko Epson makes it possible to quickly and precisely pro-

duce high-resolution OLED displays using inkjet technology. The

inkjet printing of large OLED displays can resolve the productivity

problems of the conventional vapor-deposition processes. In addi-

tion, this technique deposits material only in the areas where
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diodes are actually created, thus enabling the optimal use of

materials and energy. Merck KGaA, Darmstadt, Germany, thus sees

the possibility of significant market growth for OLED applications

in the medium to long term and thus related opportunities for the
company.

Opportunities due to new application possibilities

for liquid crystals

Merck KGaA, Darmstadt, Germany, is pursuing a strategy of lever-

aging its expertise as the global market leader in liquid crystals in

order to develop new fields of application for innovative liquid

crystal technology, e.g. liquid crystal windows (LCW) or mobile

antennas. With the acquisition of its long-standing cooperation

partner Peer+ B.V., Netherlands, (Peer+ B.V.) the company is further

advancing the development of the future-oriented market for

LCW. Thanks to licrivision" technology, LCW create new architec-

tural possibilities. Through progressive brightness control, they

can for example increase a building's energy efficiency. In 2015,

the first pilot projects for LCW will begin, meaning that the tech-

nology will require intensive development work prior to market

readiness. Consequenfly, the Group expects that the potential pos-
itive effects on the results of the Performance Materials business

will only materialize in the medium to long term.

Antennas that can receive signals transmitted in the high

frequency range (e.g. Ka and Ku band) can also be realized with

the aid of corresponding liquid crystal mixtures. As a result, mo-

bile data exchange could improve significantly in a wide variety

of fields of application. Since liquid crystal materials for antennas

are currenfly being developed, the market launch of liquid crystal

antennas could still take a few years. Consequenfly, positive
effects on the financial results of the Performance Materials busi-

ness may only materialize in the medium to long term.

Risk due to increased competition and customer

technology changes

In the pharmaceutical sector, both the Group’s biopharmaceutical

products and classical pharmaceutical businesses are exposed to

increased competition from competing products. In the chemical

sector, risks are posed by not only cyclical business fluctuations

but also, particularly with respect to liquid crystals, changes in the

technologies used or customer sourcing strategies. The company

uses close customer relationships and in-house further develop-

ments as well as precise market analyses as mitigating measures.

The Group is in negotiations with a competitor regarding po-

tential patent infringements in the Performance Materials business

sector. Merck KGaA, Darmstadt, Germany, maintains that the

competitor's patent infringement assertion is invalid owing to

GROUP MANAGEMENT REPORT —» RepartanRisksandoppartunities

relevant prior art. The competitor has threatened to file patent

infringement lawsuits. The company is prepared for a confron-

tation in this issue and will conduct negotiations with the aim of

clarifying the situation.
Nevertheless, the market risk is still classified overall as a me-

dium risk owing to its likely probability of occurrence and critical

negative impact.

Risks and opportunities of research and development

For Merck KGaA, Darmstadt, Germany, innovation is a major

element of the Group strategy. Research and development projects

can experience delays, expected budgets can be exceeded, or targets

remain unmet. Research and development are of special impor-

tance to the Pharmaceuticals business. In the course of portfolio

management, the company regularly evaluates and, if necessary,

refocuses research areas and all REtD pipeline projects.

Special mention should be made of the strategic alliance

between Merck KGaA, Darmstadt, Germany, and Pfizer Inc., USA,

(Pfizer Inc.) as a research and development opportunity in the

Pharmaceuticals business. By making the required investments

jointly and combining their strengths and expertise, the two com-

panies will maximize the potential value of the research compound

MSB0010718C, an anti-PD-L1 antibody from the Group. Owing to

the relatively long cycles in active ingredient development, the

company expects that the positive effects of its anti-PD-L1 anti-

body will be reflected in the results of the Healthcare business

sector in the medium to long term and sees opportunities for an

increase in future sales and profitability.

Risks of discontinuing development projects and

regulatory approval of developed medicines

Sometimes development projects are discontinued after high

levels of investment at a late phase of clinical development. Deci-

sions — such as those relating to the transition to the next clinical

phase — are taken with a view to minimizing risk. Furthermore,

there is a risk that the regulatory authorities either do not grant or

delay approval, which can have an impact on earnings. Addition-

ally, there is the danger that undesirable side effects of a pharma-

ceutical product could remain undetected until after approval or

registration, which could result in a restriction of approval or
withdrawal from the market.

In 2014, the risk-benefit profile of individual development

projects in the R&D portfolio was analyzed, leading to the priori-

tization of projects. This prioritization resulted in the termination

of multiple development projects. Overall, the termination of the

projects had a critical negative impact on the net assets, financial

position and results of operations.
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GROUP MANAGEMENT REPORT —» ReportonRisksundopportunities

Risks and opportunities of product quality and availability

Risk of a temporary ban on products] production facilities or

of non-registration of products due to non-compliance with

quality standards

The Group is required to comply with the highest standards of

quality in the manufacture of pharmaceutical products (Good

Manufacturing Practice). In this regard the company is subject to

the supervision of the regulatory authorities.

Conditions imposed by national regulatory authorities could

result in a temporary ban on products/production facilities, and

possibly affect new registrations with the respective authority. The

Group takes the utmost effort to ensure compliance with regula-

tions, regularly performs its own internal inspections and carries

out external audits. Thanks to these quality assurance processes,

the occurrence of a risk is unlikely, however cannot be entirely

ruled out. Depending on the product concerned and the severity of

the objection, such a risk can have a critical negative impact on

the net assets, frnancial position and results of operations. There-

fore, the Group rates this as a medium risk.

On a positive note in comparison with 2013, the FDA warning

letter received in 2011 was closed, thus eliminating the risk result-

ing from this warning letter of a ban on importing products to the
United States.

Risks of dependency on suppliers

Quality controls along the entire value chain reduce the risks

related to product quality and availability. This starts with the

qualifrcation of our suppliers. Quality controls also include com-

prehensive quality requirements for raw materials, purchased

semi-finished products and plants, as well as long-term strategic

alliances in the case of supply- and price-critical precursor prod-

ucts. The Group is dependent on individual suppliers of precursor

products for some of its main products. In the event that one of

these suppliers curtails or discontinues production, or supply is

disrupted, this could possibly have a critical negative impact on

the Group business concerned. With long-term strategic alliances

for precursor products critical to supply and price as well as alter-

native sourcing strategies, the company reduces the probability of

occurrence of these risks and rates them as unlikely. Overall, these
are classified as medium risks.

Damage and product liability risks

Further risks include the risk of operational failures due to force

majeure, for example natural disasters such as floods or earth-

quakes, which could lead to a substantial interruption or restric-

127

tion of business activities. Insofar as it is possible and economical

to do so, the Group limits its damage risks with insurance coverage,

the nature and extent of which is constantly adapted to current

requirements. Although the occurrence of these risks is considered

unlikely, an individual event could have a critical negative effect

on the net assets, frnancial position and results of operations and
is therefore classified as a medium risk.

Companies in the chemical and pharmaceutical industries are

exposed to product liability risks in particular. Product liability

risks can lead to considerable claims for damages and costs to

avert damages. The Group has taken out the liability insurance

that is standard in the industry for such risks. However, it could be

that the insurance coverage available is insuffrcient for individual

cases. Although the occurrence of product liability claims in excess

of the existing insurance coverage is considered unlikely, individ-

ual cases could still have a critical negative effect on the net assets,

frnancial position and results of operations. The company there-

fore rates potential product liability risk as a medium risk.

Risks due to product-related crime and espionage

Owing to its portfolio, the company is exposed to a number of

sector-specific crime risks. This relates primarily to products, in-

cluding, among other things, counterfeiting, illegal channeling,

misuse as well as all types of property crime, including attempts

at these crimes. Crime phenomena such as cybercrime and espio-

nage could equally affect our innovations or innovation ability as

such; this includes in particular undesirable losses of information

in all relevant possible ways, both in the IT area as well as with

respect to non-IT-based threats.

To combat product-related crime, Merck KGaA, Darmstadt,

Germany, established an internal coordination network covering

all functions and businesses (“Anti-Counterfeiting of Merck KGaA,

Darmstadt, Germany") several years ago. In addition, security

measures are in use to protect products against counterfeiting.

Innovative technical security solutions and defrned preventive ap-

proaches are used to ward off dangers relating to cybercrime and

espionage. Measures to prevent risks and to prosecute identified
offenses are conducted in all the relevant crime areas in close and

trustworthy cooperation with the responsible authorities.

The impact of these risks on business operations depends on

the respective individual case, product-specific factors, the value

chain, as well as on regional aspects in particular. Group Security

is responsible for the overall coordination of all measures in this

area. Overall, the threat resulting from crime in general is seen as

being likely for the company and is classified as a medium risk.
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Opportunities due to an expanding local presence in

high-growth markets

In the coming years, Merck KGaA, Darmstadt, Germany, still an-

ticipates above-average growth for all its business sectors in the
markets of Latin America, the Middle East and Africa as well as

Asia. In order to further enable this growth, the Group has moved

forward with several investment projects, such as the construction

of new production facilities for liquid crystals and the establish-

ment of a new pharma production site in China. Moreover, the

company is strengthening its activities in Africa through strategic

investments as well as geographic expansion in selected regions.

The greater local presence and customer proximity could lend the

company a key competitive edge and, in the medium to long term,

offer the opportunity for significant additional growth in sales

and EBITDA pre one-time items.

FINANCIAL RISKS AND OPPORTUNITIES

As a corporate group that operates internationally and due to its

presence in the capital market, the company is exposed to various

financial risks and opportunities. Above all, these are liquidity and

counterparty risks, financial market risks and opportunities, risks

of fluctuations in the market values of operational tangible and

intangible assets, as well as risks and opportunities fiom pension

obligations.

GROUP MANAGEMENT REPORT —» RepartanRisksandoppartunities

Risk and opportunity management in relation to the use
of financial instruments

In the area of financial risks and opportunities, the Group uses an

active management strategy to reduce the effects of fluctuations

in exchange and interest rates. The management of financial risks

and opportunities by using derivatives in particular is regulated by

extensive guidelines. There is a ban on speculation and derivative

transactions entered into are subject to ongoing risk management

procedures. Trading, settlement and control functions are strictly

separated.

Liquidity risks

In order to ensure its continued existence, a company must be able

to fulfill its commitments from operating and financial activities

at all times. Merck KGaA, Darmstadt, Germany, therefore has a

central Group-wide liquidity management process to reduce poten-

tial liquidity risks. Furthermore, the company has a multi-currency

revolving credit facility of € 2 billion with a term of five years and

an extension option of one year that, above and beyond the

Group's positive operating cash flow, ensures continuing solvency

if any liquidity bottlenecks occur. As our loan agreements do not

contain any financial covenants, these agreed lines of credit can

be accessed even if the company's credit rating should deteriorate.

Additionally, the Group has a commercial paper program with a

maximum volume of € 2 billion as well as a debt issuance pro-

gram that forms the contractual basis for the issue of bonds with

a nominal volume of up to € 15 billion.

A purchase price of US$ 17 billion is payable for the planned

acquisition of Sigma-Aldrich. This is covered by cash on hand as

well as fiirther syndicated credit lines with a bank consortium and

currency hedging. Some of the credit lines are being successively

replaced by the issuance of bonds.

Overall, the liquidity risk is rated as unlikely.
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GROUP MANAGEMENT REPORT —» ReportonRisksundopportunities

Counterparty risks

Counterparty risks arise fiom the potential default by a partner in

connection with financial investments, loans and financing com-

mitments on the one hand and receivables in operating business
on the other.

As for counterparty risks fiom financial transactions, the Group

reviews all positions relating to trading partners and their credit

ratings on a daily basis. The company manages financial risks of

default by diversifying its financial positions and thereby by the

active management of its trading partners. Significant financial

transactions involving credit risk are entered into with banks and

industrial companies that have a good credit rating. Moreover, the

Group’s large banking syndicate — the multi-currency revolving

credit facility of € 2 billion was syndicated by 19 banks — reduces

possible losses in the event of default.

The solvency and operational development of trading partners

are regularly reviewed as part of the management of operational

counterparty risks. Sovereign risks are also analyzed. The volume

of receivables of each customer is capped in line with their credit

ratings. Risk-mitigating measures, such as credit insurance, are

utilized as appropriate. Nevertheless, defaults by isolated trading

partners, even those with outstanding credit ratings, cannot be

entirely ruled out, although rated as unlikely (firrther information

can be found in “Credit risks” under “Management of financial

risks" in the Notes to the Group accounts).

Counterparty risk is classified as a medium risk overall owing

to the unlikely probability of occurrence with a potential critical

negative effect.

Financial market opportunities and risks

As a result of its international business activities and global cor-

porate structure, the Group is exposed to risks and opportunities

from fluctuations in exchange rates. These result fiom financial

transactions, operating receivables and liabilities, forecast future

cash flows fiom sales and costs in foreign currency. The Group

uses derivatives to manage and reduce the aforementioned risks

and opportunities (firrther information can be found in “Derivative

financial instruments" in the Notes to the Group accounts). Foreign

exchange risks with a potential critical negative effect on the net

assets, financial position and results of operations are rated as

possible.

Future refinancing, particularly the financing of the Sigma-

Aldrich acquisition, and monetary deposits are subject to the risks
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and opportunities of interest rate fluctuations. These are also

managed and reduced using derivatives. Interest rate risks with a

potentially significantly negative impact are considered unlikely

and pose medium risks overall.

Risks of impairment on balance sheet items

The carrying amounts of individual balance sheet items are sub-

ject to the risk of changing market and business conditions and

thus to changes in fair values as well. The need for write-downs

could lead to significant non-cash profit burdens and changes in

balance sheet ratios. This applies in particular to the high level of

intangible assets including goodwill, which mainly derive from

the purchase price allocations made in connection with past ac-

quisitions (firrther information can be found under “Intangible

assets" in the Notes to the Group accounts). All relevant risks were

assessed during the preparation of the consolidated financial

statements and taken into account accordingly. The Group rates

risks beyond this as low.

Risk and opportunities from pension obligations

Merck KGaA, Darmstadt, Germany, has commitments in connec-

tion with pension obligations. The present value of defined benefit

obligations can be significantly increased or reduced by changes

in the relevant valuation parameters, e.g. the interest rate or firture

salary increases. Pension obligations are regularly assessed as part

of annual actuarial reports. Some of these obligations are covered

by the pension provisions reported in the balance sheet, while

other obligations are externally fi1nded (finther information can

be found under “Provisions for pensions and other post-employ-

ment benefits" in the Notes to the Group accounts). To the extent

that pension obligations are covered by plan assets consisting of

interest-bearing securities, shares, real estate, and other financial

assets, decreasing or negative returns on these assets can adversely

affect the fair value of plan assets and thus result in finther addi-

tions to pension provisions. By contrast, rising returns increase

the value of plan assets, thereby resulting in excess cover of plan

liabilities. The Group increases the opportunities of fluctuations in

the market value of plan assets on the one hand and reduces the

risks on the other by using a diversified investment strategy. The

risk due to pension obligations is possible, could moderately impact

the net assets, financial position and result of operations, and is
considered to be medium.
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Assessments by independent rating agencies

The capital market uses the assessments published by rating agen-

cies to help lenders assess the risks of a flnancial instrument. The

Group is currently rated by the agencies Standard St Poor's and

Moody’s. While Standard St Poor’s issued a long—term rating of A

with a negative outlook, Moody's issued it a Baal rating with a

negative outlook. The drop in the Moody’s rating by one grade in

REPORT ON RISKS AND OPPORTUNITIES ->

OVERVIEW OF RATING DEVELOPMENT:

GROUP MANAGEMENT REPORT —» Reporter:RisksandOpportunities

comparison with the previous year as well as the negative outlook

of both rating agencies is due to the expected higher debt level in

the course of the Sigma—Aldrich transaction. In line with market

procedures, the company’s financing conditions are closely tied to

its rating. The better a rating, the more favorably the Group can

generally raise funds on the capital market or from banks.

 

  

 

  

 

 

 

O Moody's O SEtP

SEtP Moody's

A — —— A2

A- _— — A3

BBB+ _— — Baa1

BBB- — — BaaZ
 

2009-? 2010-? 2011-)

Source: Own illustration.

LEGAL RISKS

Merck KGaA, Darmstadt, Germany, generally strives to minimize

and control its legal risks. The Group has taken the necessary pre-

cautions to identify threats and defend its rights where necessary.

Nevertheless, the Group is still exposed to litigation risks or

legal proceedings. These include in particular risks in the areas of

product liability, competition and antitrust law, pharmaceutical

law, patent law, tax law, and environmental protection. As a re-

search—based company, the company has a valuable portfolio of

industrial property rights, patents and brands that could become

the target of attacks and infringements. The outcome of future

proceedings or those currently pending is difficult to foresee.

2012-)

 

2013-? 2014-?

Generally, it is not possible to rule out that the Group will face

third-party claims arising from the same issue despite the conclu-

sion of legal proceedings. Court or official rulings or settlements

can lead to expenses with a significant impact on our business and

earnings.

Tax risks are reviewed regularly and systematically by Group

Tax. Corresponding standards and guidelines are used in order to

identify tax risks at an early stage as well as to review, evaluate

and correspondingly minimize them. Measures to reduce risks are

coordinated by Group Tax together with the subsidiaries abroad.

Merck KGaA, Darmstadt, Germany, views the legal matters

described below as the most significant legal risks. This should not

be seen as an exhaustive list of all legal disputes currently ongoing.
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Risks from product-related and patent law disputes

The litigation risk with Israel Bio-Engineering Project Limited

Partnership (“IBEP") was eliminated as of the end of 2014. IBEP

asserted claims for property rights and the payment of license fees

for the past and the future. The legal disputes were connected to

the financing of the development of medical research projects in

the early 1980s. The Group had taken appropriate accounting

measures for these legal disputes in the past. In 2014, the company

achieved a settlement with IBEP according to which the legal dis-

putes were settled in exchange for a sum of money. The settlement

led to lower cash payments than previously expected.

The Group is involved in a patent dispute in the United States

with Biogen IDEC Inc. (Massachusetts, USA) (“Biogen”). Biogen

claims that the sale of Rebif9 in the United States infringes on a

Biogen patent. The patent in question was granted to Biogen in

2009 in the United States. Subsequenfly, Biogen sued Merck

KGaA, Darmstadt, Germany, and other pharmaceutical companies

for infringement of this patent. The Group defended itself against

all allegations and brought a countersuit with the claim that the

patent was invalid and not infringed on by the company's actions.

A Markman hearing took place in January 2012, however a deci-

sion has not yet been announced. The parties are currently engaged

in court-ordered mediation proceedings that have not yet officially

ended. It is currently not clear when a first-instance decision will

be made. Merck KGaA, Darmstadt, Germany, has taken appropriate

accounting measures. Given the potential critical negative effects

of the legal dispute on the frnancial position in case of a negative

decision, the Group nevertheless classifies this as a high risk.

Risks due to antitrust and other government proceedings

Raptiva®: In December 2011, the federal state of Sao Paulo sued

Merck KGaA, Darmstadt, Germany, for damages because of al-

leged collusion between various pharmaceutical companies and

an association of patients suffering from psoriasis and vitiligo.

This collusion is alleged to have been intended to increase sales of

the medicines from the companies involved to the detriment of

patients and state coffers. Moreover, patients are also suing for

damages in connection with the product Raptiva®. The Group has

taken appropriate accounting measures for these issues. Risks in

excess of this with a substantial negative effect on the net assets,

frnancial position and results of operations cannot be ruled out,

but are considered unlikely. This is rated as a medium risk.

In one jurisdiction, the company is subject to a government

investigation regarding compliance with foreign exchange transfer

restrictions. In this connection, the responsible authorities are

investigating whether import prices led to impermissibly high for-
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eign exchange transfers. Appropriate accounting measures have

been taken for repayments and fines that are estimated to be prob-

able due to the uncertain legal situation in the affected country.

The Group rates this as a medium risk since significant negative

effects on the frnancial position cannot be ruled out.

Risks from drug pricing by the divested Generics Group

Paroxetine: In connection with the divested generics business, the

company is subject to antitrust investigations by the British

Competition and Market Authority (CMA) in the United Kingdom.
In March 2013, the authorities informed Merck KGaA, Darmstadt,

Germany, of the assumption that a settlement agreement entered
into in 2002 between Generics (UK) Ltd. and several GlaxoSmith-

Kline companies in connection with the antidepressant drug

paroxetine violates British and European competition law. Merck

KGaA, Darmstadt, Germany, the then owner of Generics (UK) Ltd.,

was allegedly involved in the negotiations for the settlement

agreement and is therefore liable. The investigations into Generics

(UK) Ltd. started in 2011, without the Group being aware of this. It

is considered likely that the CIVIA will impose a fine on Merck KGaA,

Darmstadt, Germany. The Group has taken appropriate accounting

measures. Given the lawsuit’s potential substantial negative impact

on the financial position, the company classifies this as a medium
risk.

HUMAN RESOURCES RISKS

The Group’s future growth is highly dependent on its innovative-

ness. Therefore, the expertise and engagement of employees in all

sectors in which Merck KGaA, Darmstadt, Germany, operates are

crucial to the success of the company.

The markets relevant to the Group are characterized by inten-

sive competition for qualified specialists and by demographic

challenges. Staff turnover risks specific to countries and industries

have to be identified ahead of time and specifrcally addressed in

order to keep the skills and expertise critical to success and busi-

ness within the company.

Recruiting and retaining specialists and talent at the Group is

therefore one of the key priorities for the company and is man-

aged through the targeted use of, for instance, employer branding

initiatives, global talent and succession management processes

as well as competitive compensation packages. Nevertheless, em-

ployee-related risks that affect business activities are possible, even

though their impact is diffrcult to assess. The Group rates this as a
medium risk.
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INFORMATION TECHNOLOGY RISKS

Merck KGaA, Darmstadt, Germany, uses a variety of IT systems

and processes in order to optimally focus and adequately support

its globalization. Trends in information technology offer various

opportunities but also harbor risks for the Group.

Risks due to cybercrime and the failure of business-

critical IT applications

Increasing international networking and the related possibility of

IT system abuse are resulting in cybercrime risks for the Group,

such as the failure of central IT systems, the disclosure of confi-

dential research and business development data, the manipulation

of IT systems in chemical process control, or an increased burden

or adverse impact on IT systems as a result of virus attacks. The

entire Group has global security guidelines and information protec-

tion management for IT and non-IT areas, each with organizational

and technical standards for access rights as well as information

and data protection, based on ISO 27001.

Additionally, IT applications used globally form the basis for

the contractual delivery of products and solutions. The failure of

business-critical IT applications could therefore have a direct in-

fluence on the company's ability to deliver; likewise this applies

to the failure of a data center. To achieve the required service

quality, the Group uses a quality management system certified to
ISO 20000:2011. In addition, to reduce the risk of failure, the com-

pany operates several redundantly designed data centers.

Despite the mitigating measures taken and functional continu-

ity plans, the effects of cybercrime or the failure of business-critical

IT applications and their influence on the net assets, financial

position and results of operations are considered a medium risk

owing to potentially significant negative effects.

GROUP MANAGEMENT REPORT —» RepartanRisksandoppartunities

ENVIRONMENTAL AND SAFETY RISKS

As a company with global production operations, the Group is

exposed to risks of possible damage to people, goods and its rep-

utation. Audits, consulting and training on environmental protec-

tion and occupational health and safety minimize these risks to

people and the environment. In order to ensure the continuity of

plant and equipment, Merck KGaA, Darmstadt, Germany, moni-

tors these risks both at its own sites as well as at suppliers and

contract manufacturers. By adhering to high technical standards,

our rifles of conduct and all legal requirements in environmental

protection and occupational health and safety, the Group ensures

the preservation of goods and assets. Sufficient appropriate

accounting measures have been taken for the environmental risks

known to us. Nevertheless, the company classifies these as a high

risk since a critical negative impact on the financial position
cannot be ruled out.

ACQUISITION RISKS

Irrespective of the fact that Merck KGaA, Darmstadt, Germany, has

successfiilly completed acquisitions made in the past, the risk of

conducting the acquisition and integration exists for future trans-

actions. This includes among other things the inability to meet

sales volume targets and higher integration costs than expected,

as well as the failure to meet synergy goals. In addition, the cur-

rently planned acquisition of Sigma-Aldrich is subject to antitrust

clearance and if the acquisition is not conducted, fines could

become payable to the acquisition target. Thanks to strong due

diligence processes and closely managed integration processes, the

Group rates the probability of occurrence of this risk as unlikely.

However, owing to the amount of potential fines, the overall risk

could have a critical negative effect on the net assets, financial

position and results of operations and is therefore classified as a
medium risk.
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GROUP MANAGEMENT REPORT —» ReportonRisksundopportunities

OVERALL VIEW OF THE RISK AND

OPPORTUNITY SITUATION AND

MANAGEMENT ASSESSMENT

Although the number of risks reported is higher than the identified

specific opportunities, Merck KGaA, Darmstadt, Germany, consid-

ers the distribution of risks and opportunities to be balanced. A

balanced overall view within the Group is also supported by the
fact that total revenues and business success are built on a diver-

sity of pharmaceutical and chemical products for a variety of
industries. As the markets differ in their structure and economic

cycles, this diversification helps to lower risk. This diversification

will be strengthened by the takeover of AZ, which has already

occurred, the planned acquisition of Sigma-Aldrich and the alli-

ance with Pfizer. It is also an expression to fiirther develop the

Group as a leading company for innovative and top-quality high-

tech products in healthcare, life science and performance materials.

The most significant individual risks in the divisions have

been named in the report above, with business-related risks being

the most significant to the Group alongside the legal risks.

The successfiil closing of the FDA warning letter and the settle-

ment of patent litigation with Israel Bio-Engineering Project

Limited Partnership (IBEP) had a positive effect on the risk situa-

tion of the Group. Above and beyond this, with respect to high

and medium risks the company has determined only minor changes

although the assessment of the individual risks has of course

altered over the fiscal year as a result of changing external condi-
tions. Thanks to the risk reduction measures taken — such as the

consistent implementation of management action (organizational

responsibility and process improvements), existing insurance

coverage and accounting precautions — the Group's significant

risks in particular have been further minimized in net terms.

133

The overall view of the risk situation of the Group, which is

derived from the summary of the risks described on the basis of

their impact and probability of occurrence, leads Merck KGaA,

Darmstadt, Germany, to the assessment that the risks are not of a

nature to threaten the existence of the Group as a going concern,

either individually or collectively. The company is confident that

it will continue to successfiilly master the challenges arising from
the above risks in the fiiture as well.

In terms of opportunities, Merck KGaA, Darmstadt, Germany,

believes that the greatest potential lies in the business-related top-

ics of the operational areas. Thanks in particular to the expansion
of our business in Latin America, the Middle East and Africa as

well as in Asia, the fiirther intensification and focusing of research

and development activities, for instance the collaboration with

Pfizer Inc., Bionovis SA, Peer+ B.V. and Seiko Epson, and other

activities as part of the “Fit for 2018" transformation and growth

program, the Group has launched changes that hold significant

opportunities in the medium to long term beyond the underlying

forecast period.

The Group is pursuing the possibilities that are arising and

takes the expected effects into account in the forecast develop-

ment of its key performance indicators, namely sales, EBITDA

pre one-time items and business fiee cash flow. Merck KGaA,

Darmstadt, Germany, will actively seek opportunities above and

beyond these and move ahead with their implementation. In the

event that opportunities arise in addition to the forecast develop-

ments, or that these occur more quickly than anticipated, this

could have correspondingly positive effects on the company's net

assets, financial position and results of operations.
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Sales

In 2015, a slight organic increase in sales in comparison with 2014

is expected for the Group. Moreover, due to the inclusion of

AZ Electronic Materials for a full fiscal year, a slighfly positive

portfolio effect is expected. Regarding the most important foreign

currencies for the Group, in 2015 it is assumed that on an annual

average, the U.S. dollar, the Swiss franc and major Asian curren-

cies will appreciate against the euro compared with the previous

year. Furthermore, the value of Latin American currencies versus

the euro is expected to decline. Overall, a moderately positive

foreign exchange effect is expected to result for the Group.

Merck KGaA, Darmstadt, Germany, expects organic sales in

the Healthcare business sector in 2015 to remain at the previous

year's level. For Rebifg, the Biopharmaceuticals business’ top-

selling product, the Group assumes a sharp organic sales decline

compared with 2014, as a result of continued high competitive

pressure in North America and in Europe. However, this decrease

in sales is likely to be compensated for by continued growth in

Emerging Markets and by growth of the business sector's other

key products by sales. Moderate organic sales growth in the Life

Science business sector is assumed for 2015, which is likely to

be driven especially by the Process Solutions and Lab Solutions
business areas. For the Performance Materials business sector

slight organic sales growth is expected. Furthermore, a noticeable

portfolio effect is expected for this business sector, as 2015 will be

the first year that AZ Electronic Materials has been consolidated

for a full fiscal year.

EBITDA pre one-time items

Owing to the expected operating development and positive for-

eign exchange effects, a slight increase in EBITDA pre one-time

items, the key financial indicator used to steer operating business,

is expected for the Group in 2015 compared with 2014. At least

EBITDA pre one-time items should reach the previous year's level.
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For the Healthcare business sector a slight decline in EBITDA pre

one-time items can be assumed overall. The targeted intensification

of the strategically important research and development programs,

especially for the development of the anti-PD-L1 antibody and

TH-302 at the Biopharmaceuticals business, will lead to higher

expenses in 2015. Moreover, declining sales of Rebif3 and the

absence of Humira® royalty income will adversely affect EBITDA

pre one-time items. For the Performance Materials business sector

the Group assumes that the full consolidation of AZ Electronic

Materials will lead to a low double-digit percentage increase in

EBITDA pre one-time items. The Life Science business sector is

forecast to see a moderate increase in EBITDA pre one-time items
in 2015.

For EBITDA pre one-time items of Corporate and Other, the

company expects a low double-digit percentage decline. In 2014,

the expense was largely lowered due to positive effects from cur-

rency hedging transactions, which are no longer expected in 2015

owing to the significant decline in the value of the euro versus

major foreign currencies. In addition, the company expects higher

expenses in 2015 for the “ONE Global Headquarters" project at

Group headquarters in Darmstadt.

Business free cash flow

Despite planned investments in growth projects, business free cash

flow of the Group is forecast to increase slightly in 2015 in line

with the forecast development of EBITDA pre one-time items.

Forecast taking into account the successful acquisition of

Sigma—Aldrich

In the event of the successful acquisition of Sigma-Aldrich and
the first-time consolidation in mid-2015, Merck KGaA, Darmstadt,

Germany, expects double-digit growth rates for the sales of both

the Group and the Life Science business sector in 2015 as com-

pared with 2014. Very strong growth of EBITDA pre one-time

items and business free cash flow is anticipated for the Group,

while double-digit growth rates would be expected for the Life
Science business sector.
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FORECAST FOR THE LIFE SCIENCE BUSINESS SECTOR

LIFE SCIENCE -9

FORECAST 2015

€miIIion Actual figures for 2014 Forecast for 2015 Key assumptions   

Sales 2,682.5 — Moderate organic — Growth will be driven especially by the Process Solutions and Lab Solutions
growth business areas. as well as the Emerging Markets

EBITDA pre 658.6 — Moderate increase — In line with the development of sales
one-time items

Business free 419.0 — Strong increase — Improvement in EBITDA pre one-time items
cash flow — Significant reduction in inventories

Sales EBITDA pre one-time items

Merck KGaA, Darmstadt, Germany, expects that continued in-

creasing investments in research and development activities in the

pharmaceutical and biotech industries will also have a positive

impact on the Process Solutions business area in 2015. Process

Solutions supplies consumables and services for pharmaceutical

and biotech companies. It is anticipated that the Lab Solutions

business area will benefit from the expected slight growth of the

global laboratory product market. Development of the Bioscience

business area is expected to remain subdued. It is therefore likely
that the Process Solutions and Lab Solutions business areas will be

the strongest drivers of growth in the Life Science business sector
in 2015.

Overall, the Group expects moderate organic sales growth

in the Life Science business sector in 2015 compared with the

previous year. From a geographic perspective, a sharp increase

particularly in Emerging Markets is anticipated in 2015.

In line with the forecast organic sales development and continuous

efficiency improvements, EBITDA pre one-time items is expected

to also increase moderately.

Business free cash flow

The Group expects a strong increase in the business free cash flow

of the Life Science business sector. This increase will stem not only

from the improvement in EBITDA pre one-time items, but also a

significant reduction in inventories.

Forecast taking into account the successful acquisition of

Sigma—Aldrich

In the event of the successful acquisition of Sigma-Aldrich and

first-time consolidation in mid-2015, the company expects double-

digit growth rates in the Life Science business sector for sales,

EBITDA pre one-time items and business free cash flow in 2015

compared with 2014.
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FORECAST FOR THE PERFORMANCE MATERIALS BUSINESS SECTOR

PERFORMANCE MATERIALS ->

FORECAST 2015

€miIIion Actual figures for 2014 Forecast for 2015 Key assumptions   

Sales 2,059.6 — Slight organic — Continued good volume increase in liquid crystals, amid the customary price decline
increase for established products

— Strong portfolio — Strong portfolio effect due to the inclusion ofAZ Electronic Materials for a full
effect fiscal year

EBITDA pre 894.8 — Low double-digit — Strong portfolio effect
one-time items percentage increase — Scheduled realization of synergies from the acquisition of AZ Electronic Materials

— Positive foreign exchange effects

Business free 699.6 — Low double-digit — Increase in EBITDA pre one-time items
cash flow percentage increase — Considerable investments in future technologies

Sales

Merck KGaA, Darmstadt, Germany, expects low double-digit per-

centage growth in the Performance Materials business sector in

2015 compared with 2014. Slight organic sales growth is antici-

pated, supplemented by a strong portfolio effect due to the inclu-

sion of AZ Electronic Materials for a full fiscal year. In the Liquid

Crystals business, the Group assumes continued good volume

growth amid the customary price decline for established products

in this industry. This forecast is in line with the expectations of

Display Search, a market research firm for the display sector,

which continue to anticipate a strong increase in the surface area

of global flat-panel displays produced in 2015.

The Group does not expect any significant new technologies

or product launches in the liquid crystals field in 2015. The com-

pany anticipates moderate organic sales growth in Pigments St

Functional Materials and Integrated Circuit Materials overall.

EBITDA pre one-time items

For 2015, the Group forecasts a low double-digit percentage in-

crease in EBITDA pre one-time items compared with 2014, resulting

from a strong portfolio effect, the planned realization of synergies

from the acquisition of AZ Electronic Materials, and positive for-

eign exchange effects. The company is planning to maintain the

profitability of liquid crystals at a high level.

Business free cash flow

In 2015, the Group expects a low double-digit percentage improve-

ment in business free cash flow compared with 2014 as a result of

the increase in EBITDA pre one-time items. This increase takes

account of the fact that the company will make considerable

investments in property, plant and equipment for future technol-

ogies in 2015.
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GROUP MANAGEMENT REPORT —» ReportonExpectedbevelapments

SUMMARY

Slight organic sales growth of the Group is assumed for 2015,

which is likely to be driven by the Life Science business sector in

particular. In addition to this, the company expects a slight port-
folio effect due to the f1rst-time consolidation of AZ Electronic

Materials for a full fiscal year.

Together with positive foreign exchange effects, the business

development of the Group is likely to lead to a slight increase in

EBITDA pre one-time items. However, it is expected that EBITDA

pre one-time items will at least reach the previous year's level. A

slight decline in EBITDA pre one-time items in the Healthcare

business sector due to targeted investments in strategic research

and development projects, a significant decline in sales of Rebif9

and the absence of royalty income for Humira® should at least be

139

offset by the other two business sectors. Low double-digit percent-

age growth of EBITDA pre one-time items for the Performance

Materials business sector is likely, while a moderate increase is

expected for the Life Science business sector. As a consequence of

this development and despite investments in strategic growth

projects, the Group anticipates a slight increase in business free

cash flow in 2015 compared with 2014.

In the event of the successful acquisition of Sigma-Aldrich in

mid-2015, Merck KGaA, Darmstadt, Germany, expects double-digit

sales growth for the Group and the Life Science business sector

in 2015, as compared with 2014. Very strong growth of EBITDA

pre one-time items and business free cash flow for the Group is

anticipated, while double-digit growth rates are expected for the
Life Science business sector.
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REPORT IN ACCORDANCE WITH SECTION 315 (4)

OF THE GERMAN COMMERCIAL CODE (HGB)

The following information is provided in accordance with Section

315 (4) of the German Commercial Code and the explanatory report

pursuant to Section 176 (1) sentence 1 of the German Stock

Corporation Act (AktG).

As of the balance sheet date, the company's subscribed capital

is divided into 129,242,251 no-par value bearer shares plus one

registered share. Each share therefore corresponds to € 1.30 of

the share capital. The holder of the registered share is E. Merck

Beteiligungen KG, Darmstadt, Germany. It is entitled and obliged

to appoint one-third of the members of the Supervisory Board

representing the limited liability shareholders. If the holder of the

registered share is a general partner, he or she has no such right of

appointment. The transfer of the registered share requires the

company's approval. The approval is granted at the sole discretion

of the personally liable general partner with an equity interest,

namely E. Merck KG, Darmstadt, Germany.

Pursuant to the information on voting rights submitted to us

in accordance with the German Securities Trading Act (WpHG), on
December 31, 2014 no shareholders owned direct or indirect

investments exceeding more than 10% of the voting rights.

According to the Articles of Association of Merck KGaA,

Darmstadt, Germany, the general partners not holding an equity

interest who form the Executive Board are admitted by E. Merck

KG, Darmstadt, Germany, with the consent of a simple majority of

the other general partners. A person may only be a general partner

not holding an equity interest if he or she is also a general partner

of E. Merck KG, Darmstadt, Germany. In addition, at the proposal

of E. Merck KG, Darmstadt, Germany, and with the approval of all

general partners not holding an equity interest, further persons

who are not general partners not holding an equity interest may

be appointed to the Executive Board.

The Articles of Association can be amended by a resolution by

the Annual Meeting that requires the approval of the general part-

ners. The resolutions of the General Meeting are, notwithstanding

any statutory provisions to the contrary, adopted by a simple

majority of the votes cast. Where the law requires a capital major-

ity in addition to the voting majority, resolutions are adopted by

a simple majority of the share capital represented in the vote. The

Articles of Association of the company specify the authorized

share capital. The Executive Board is authorized, with the approval

of the Supervisory Board and of E. Merck KG, Darmstadt, Germany,

to increase the share capital on one or several occasions until

April 26, 2018 by up to a total of € 56,521,124.19 by issuing new

shares against cash and I or contributions in kind (Authorized

Capital). The Executive Board is authorized to exclude, with the

approval of the Supervisory Board, the statutory subscription right

of the limited liability shareholders in the case of capital increases

against cash contributions if the issue price of the new shares is

not significantly lower than the stock exchange price of already

listed shares carrying the same rights, as defined in section 203 (1)

and (2) and section 186 (3) sentence 4 of the German Stock Corpo-

ration Act (AktG), at the time when the Executive Board finally

fixes the issue price, and if the proportion of the share capital

represented by the new shares for which the subscription right is

excluded does not exceed 10% of the share capital available at the

time of the resolution of the Annual General Meeting or — if this

amount is lower — of the share capital available at the time of

exercising this authorization. This upper limit shall be reduced by

the prorated amount of shares that are sold during the term of the

authorized capital under exclusion of shareholders’ subscription

rights pursuant to section 71 (1) no. 8 sentence 5 and section

186 (3) sentence 4 of the German Stock Corporation Act, as well

as shares that must be issued to redeem option or convertible

bonds, as long as the bonds have been issued during the term of

this authorization under exclusion of subscription rights. In addi-

tion, with the approval of the Supervisory Board, the subscription

right of the shareholders can be excluded in order to enable

E. Merck KG, Darmstadt, Germany, to exercise its right pursuant to

Article 32 (3) of the Articles of Association to participate in a

capital increase by issuing shares or freely transferable share sub-

scription rights and to enable E. Merck KG, Darmstadt, Germany,

to exercise its right pursuant to Article 33 of the Articles of

Association to convert its equity interest into share capital. More-

over, with the approval of the Supervisory Board, the subscription

right of the shareholders can be excluded as far as this is neces-

sary, in order to grant subscription rights for new shares to holders

of warrants and convertible bonds issued by the company or its

subsidiaries, to the extent to which they would be entitled after

exercising their option and conversion rights or fulfilling their

option and conversion obligations. Lastly, with the approval of

the Supervisory Board, the subscription right of the shareholders
can be excluded in order to exclude fractional amounts from the

subscription right.

The Articles of Association also encompass contingent capital.

The share capital is contingenfly increased by up to € 66,406,298.40

divided into 51,081,768 shares (Contingent Capital 1). The con-

tingent capital increase serves to grant exchange rights to

E. Merck KG, Darmstadt, Germany, in accordance with Article 33

of the Articles ofAssociation to enable the conversion of its equity

interest. The shares carry dividend rights from the beginning of
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the fiscal year following the year in which the conversion option
is exercised.

Moreover, the share capital is contingently increased by up to

€ 16,801,491.20 composed of up to 12,924,224 no-par value

bearer shares (Contingent Capital H). This increase in contingent

capital is only to be implemented insofar as the bearers or creditors

of option or conversion rights or the conversion obligations on

warrant bonds, option participation certificates, option participa-

tion bonds, convertible bonds, convertible participation certificates

or convertible participation bonds issued against contributions

that are issued or guaranteed by the company or a subordinate

Group company on the basis of the authorization resolution of the

Annual General Meeting of May 9, 2014 to May 8, 2019, utilize

their option or conversion rights or, to fulfill their conversion

obligation insofar as they are obliged to fulfill their conversion

obligation, or insofar as the company exercises an option, wholly

or in part, of granting shares in the company instead of paying the

sum of money due and to the extent that in each case a cash settle-

SUBSEOUENT EVENTS

Subsequent to the balance sheet date, no events of special impor-

tance occurred that could have a material impact on the financial

position and results of operations of the Group.

ment is not granted, or own shares or other forms of fulfillment

are used. Each issue of new shares shall take place at the deter-

mined option or conversion price, pursuant to the aforementioned

authorization resolution. The new shares participate in the profit

from the beginning of the fiscal year in which they are created;

insofar as this is legally permissible, the Executive Board may,

with the approval of the Supervisory Board, and in deviation from

Section 60 (2) AktG, stipulate that the new shares also participate

in the profit for a past fiscal year. The Executive Board is autho-

rized, with the approval of the Supervisory Board and of E. Merck

KG, Darmstadt, Germany, to stipulate the further details of the

implementation of the increase in contingent capital.

The company is not authorized to acquire its own shares.

The company has not entered into any material agreements

subject to a change of control pursuant to a takeover offer nor has

it entered into any compensation agreements with the members of

the Executive Board or employees in the event of a takeover offer.
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The General Meeting of Merck KGaA, Darmstadt, Germany

The nineteenth General Meeting of Merck KGaA, Darmstadt, Ger-

many, was held on May 9, 2014 in Frankfurt am Main, Germany.

At 63.85 0/0, the proportion of share capital represented at the

meeting was slighfly lower than in the previous year. In 2013, the

proportion of share capital represented was 67.54%.

In particular, the Annual General Meeting passes resolutions

concerning the approval of the annual frnancial statements, the

appropriation of net retained profit, the approval of the actions of

the Executive Board members and the Supervisory Board members,

as well as the choice of the auditor. Changes to the Articles of

Association likewise require the adoption of a resolution by the

General Meeting.

The shareholders of Merck KGaA, Darmstadt, Germany, exer-

cise their rights at the General Meeting. They may exercise their

voting rights personally, through an authorized representative or

through a proxy appointed by the company. The proxy is in atten-

dance throughout the duration of the General Meeting. All the

documents and information concerning upcoming General Meet-

ings (including a summary explanation of shareholder rights) are

posted on our website. Moreover, the General Meeting is webcast
live on the Internet from its commencement until the end of the

speech by the Chairman of the Executive Board. The introductory

speeches by the Chairman of the Executive Board and the Chair-

man of the Supervisory Board are recorded in order to make them

available to interested members of the public at any time after

the meeting. In this way, we are satisfying the high transparency

requirements of the Group.

Statement of Compliance

In accordance with section 161 AktG, applying the provisions of

the German Corporate Governance Code correspondingly, the

Executive Board and the Supervisory Board issued the following

statement of compliance with the recommendations of the Govern-

ment Commission of the German Corporate Governance Code:

“Declaration of the Executive Board and the Supervisory

Board of Merck KGaA, Darmstadt, Germany, on the recommenda-

tions of the Government Commission of the German Corporate

Governance Code pursuant to section 161 AktG.

Since the last statement of compliance on February 28, 2014,

the Group has complied with the recommendations of the Govem-

ment Commission of the German Corporate Governance Code in

the versions dated May 13, 2013 and June 24, 2014 and published

in the official section of the German Federal Gazette during its

period of validity with the following exceptions:

CORPORATE GOVERNANCE —> Statementon CarparateGovemunce

Contrary to section 4.2.5 sentence 5 and sentence 6 of the German

Corporate Governance Code, certain information on the compen-
sation of Executive Board members has not been included, nor

have the model tables provided for this purpose been utilized. It

seems doubtful as to whether the largely repetitive provision of
identical information in two additional tables contributes to the

transparency or the understandability of the Compensation Report

(see section 4.2.5 sentence 3 of the German Corporate Governance
Code).

Contrary to section 5.3.2 of the German Corporate Governance

Code, the Supervisory Board has not established an audit com-
mittee. However, an audit committee does exist in the form of the

Finance Committee of the Board of Partners of E. Merck KG,

Darmstadt, Germany, which to a large extent exercises the duties

described in section 5.3.2 of the Code. Due to the relatively limited

authority of the supervisory board of a KGaA in comparison with

that of an AG, this therefore satisfies the requirements of the

German Corporate Governance Code.

Contrary to section 5.4.1 para 2 sentence 1 of the German

Corporate Governance Code, an age limit is not taken into account

when proposing candidates for election to the Supervisory Board

pursuant to the published objectives of the Supervisory Board. The

age of Supervisory Board members is not a criterion for their qual-

ifrcations and competence. Moreover, we do not wish to forego the

many years of experience of Supervisory Board members.

Contrary to section 7.1.2 sentence 4 of the German Corporate

Governance Code, owing to the way in which the German legal

holidays fall in May 2015, in this isolated instance the interim

report can only be made publicly accessible slightly after the

allotted 45-day time limit from the end of the reporting period.

In view of future compliance with the current recommenda-

tions of the Government Commission of the German Corporate

Governance Code, the Executive Board and the Supervisory Board

declare the following: With the exception of the aforementioned
deviations from section 4.2.5 sentences 5 and 6 (disclosure of

compensation), section 5.3.2 (audit committee), section 5.4.1 para

2 sentence 1 (age limit), and section 7.1.2 sentence 4 (publication

deadline), the company will comply with the recommendations of
the Code in the version dated June 24, 2014.”

Darmstadt, February 27, 2015

For the Executive Board For the Supervisory Board

s. Karl-Ludwig Kley s. Wolfgang Biichele
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CORPORATE GOVERNANCE —> Statementon CorparateGovemunce

COMPENSATION REPORT

(The Compensation Report is part of the audited Notes to the

Group accounts).

Compensation of members of the Executive Board of

Merck KGaA, Darmstadt, Germany

Contrary to management board members of German stock corpo-
rations, the members of the Executive Board of Merck KGaA,

Darmstadt, Germany, are not employed officers of the company.

Rather, they are personally liable general partners of both Merck

KGaA, Darmstadt, Germany, and the general partner E. Merck KG,

Darmstadt, Germany, and in this capacity they receive profit-based

compensation from E. Merck KG, Darmstadt, Germany. Given this

context, the stipulations of the German Corporate Governance

Code concerning the compensation of management board mem-

bers of publicly listed German stock corporations as well as the

individual disclosure thereof do not apply to the Executive Board

members ofMerck KGaA, Darmstadt, Germany. Nevertheless, Merck

KGaA, Darmstadt, Germany, has decided to disclose the individual

compensation of each Executive Board member in the following
report.

Contrary to publicly listed German stock corporations, at

Merck KGaA, Darmstadt, Germany, it is not the Supervisory Board,

but the Board of Partners of E. Merck KG, Darmstadt, Germany,

that decides on the amount and composition of compensation.

E. Merck KG, Darmstadt, Germany, has transferred the execution

of this right to its Personnel Committee. Among other things, the

Personnel Committee is responsible for the following decisions:

contents of contracts with Executive Board members, granting of

loans and advance salary payments, approval for taking on hon-

orary offices, board positions and other sideline activities, as

well as the division of responsibilities within the Executive Board

of Merck KGaA, Darmstadt, Germany. The compensation system

defined by the Personnel Committee for Executive Board members

takes into account various aspects relevant to compensation, in-

cluding the responsibilities and duties of the individual Executive

Board members and their status as personally liable partners, their

individual performance, the economic situation, performance and

prospects of the company, normal compensation levels (by way of

peer comparison) and the rewards structure otherwise in place in

the company. The relationship between Executive Board compen-

sation and the compensation of top management and the workforce

as a whole is also taken into account, also in a multi-year assess-

ment. The Personnel Committee regularly commissions an inde-

pendent compensation consultant to review the appropriateness

of compensation.

Features of the compensation system

The compensation paid to the Executive Board members of

Merck KGaA, Darmstadt, Germany, in fiscal 2014 comprises fixed

components, variable compensation components and additions to

147

pension provisions. Benefits in kind and other benefits are addi-

tionally granted.

Fixed compensation

Fixed compensation is paid in the form of 12 equivalent monthly

installments. The table on page 149 provides an overview of the

amount of the fixed compensation paid in 2013 and 2014.

Variable compensation

Variable compensation is based on the three-year rolling average

of profit after tax of the Group formed by E. Merck KG, Darmstadt,

Germany. The Personnel Committee of E. Merck KG, Darmstadt,

Germany, decides at its own and equitable discretion on consider-

ation of exceptional factors of certain importance. From the net
income determined in this manner, the members of the Executive

Board receive individually fixed per mille rates based on the net

income of the Group formed by E. Merck KG, Darmstadt, Germany.

Additionally, in exceptional cases the Personnel Committee of

E. Merck KG, Darmstadt, Germany, which is responsible for the

compensation of the Executive Board, may grant one-time pay-

ments voluntarily and at its own discretion.

Additional variable compensation (Long-Term Incentive

Plan of Merck KGaA, Darmstadt, Germany)

In 2012, a long-term variable compensation component known as

the Long-Term Incentive Plan of Merck KGaA Darmstadt, Germany,

was added to the variable compensation of the members of the

Executive Board. It aims to enhance the sustainability of the com-

pensation system and to align it not only with target achievement

based on key performance indicators, but above all with a sus-

tainable performance of the shares of Merck KGaA, Darmstadt,

Germany.

Subject to the resolution of the Personnel Committee each

year, under the Long-Term Incentive Plan of Merck KGaA Darm-

stadt, Germany, the members of the Executive Board could be

eligible to receive a certain number of virtual shares — Share Units

of Merck KGaA, Darmstadt, Germany (MSUs) — at the end of a

three-year performance cycle. The number of MSUs that could be

received depends on the total value defined for the respective

person and the average closing price of the shares of Merck KGaA,

Darmstadt, Germany, in Xetra® trading during the last 60 trading

days prior to January 1 of the respective fiscal year (reference

price). In order to participate in the Plan, members of the Execu-

tive Board must personally own an investment in the shares of

Merck KGaA, Darmstadt, Germany, equivalent to 10°/o of their

respective fixed annual compensation, taking into account the

equity interest held in E. Merck KG, Darmstadt, Germany, as a

personally liable general partner. It is not permitted to sell these

shares during the performance cycle. After termination of the

three-year performance cycle, the number of MSUs to be granted

then is determined based on the development of two key perfor-
mance indicators (KPIs). These are:
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a) the performance of the shares of Merck KGaA, Darmstadt,

Germany, price compared to the DAXO with a weighting of
70%, and

b) the development of the EBITDA pre margin during the perfor-

mance cycle as a proportion of a defined target value with a

weighting of 30°/o.

Depending on the development of the KPIs, at the end of the re-

spective performance cycle, the members of the Executive Board

are granted between 0% and 150% of the MSUs they could be

eligible to receive.

Based on the number of MSUs granted, the members of the

Executive Board receive a cash payment at a defined point in time

in the year following the expiration of the three-year performance

cycle. The value of an MSU corresponds to the average closing

price of the shares of Merck KGaA, Darmstadt, Germany, in Xetra®

trading during the last 60 trading days prior to January 1 after the

performance cycle. The payment amount is limited to three times

the reference price. The members of the Executive Board invest

50% of the payment amount in the shares of Merck KGaA, Darm-

stadt, Germany. One-third of these shares may be sold at the earliest

one year after termination of the performance cycle, another third

after two years, and another third after three years.

CORPORATE GOVERNANCE —> Statementon CarparateGovemunce

In fiscal 2014, the following total values were specified for

members of the Executive Board, which resulted in the respective

number of MSUs they were eligible to receive based upon the

definitive reference price of the shares of Merck KGaA, Darmstadt,

Germany, (60 trading days preceding January 1, 2014) of€ 122.84:

Karl-Ludwig Kley € 1.5 million (12,211 MSUs), Stefan Oschmann
€ 1.0 million (8,141 MSUs), Kai Beckmann E 1.0 million (8,141

MSUs), Marcus Kuhnert € 0.4 million (3,392 MSUs), and Bemd

Reckmann € 1.0 million (8,141 MSUs). For fiscal 2015, the
Personnel Committee authorized the Chairman of the Personnel

Committee to assign potential numbers of MSUs to the Executive

Board members for a performance cycle from January 1, 2015 to

December 31, 2017. The following total values were defined as the

initial basis: Karl-Ludwig Kley € 1.5 million, Stefan Oschmann

€ 1.0 million, Kai Beckmann € 1.0 million, Belén Garijo Lopez
€ 1.0 million, Marcus Kuhnert € 1.0 million, and Bemd Reckmann
€ 1.0 million.

The following maximum compensation amounts for variable

compensation components, which were applicable for the first

time in 2014, have been agreed.

Long-Term Incentive Total variable
Variable Plan (times the compensation

One-time payment compensation respective total components
(€ thousand) (€ thousand) amount) (€ thousand)   

Karl-Ludwig Kley 2.000 8.000 4.5 9.800
Stefan Oschmann 1.500 6.000 4.5 8.000

Kai Beckmann 1.500 6.000 4.5 8.000

Marcus Kuhnert 1.500 6.000 4.5 8,000

Bernd Reckmann 1.500 6.000 4.5 8.000

Additional benefits

The members of the Executive Board also receive certain addition-

al benefits, mainly contributions to insurance policies, personal

security expenses, as well as a company car, which they are entitled

to use privately. In 2014, personal security expenses were included

for the first time. The amounts for the previous year have been

adjusted accordingly. Overall, the value of other additional bene-
fits totaled € 156 thousand in 2014 (2013: € 161 thousand). Of this

amount, in 2014 € 53 thousand was attributable to Karl-Ludwig

Kley (2013: € 52 thousand); € 21 thousand to Stefan Oschmann
(2013: € 19 thousand); € 41 thousand to Kai Beckmann (2013:

€ 40 thousand); € 7 thousand to Marcus Kuhnert; € 28 thousand

to Bemd Reckmann (2013: € 26 thousand); and € 6 thousand to

Matthias Zachert (2013: € 24 thousand).
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CORPORATE GOVERNANCE —> Statementon CorparateGovemunce

The surviving dependents’ pension grants the spouse a lifelong

surviving dependents’ pension amounting to 60% of the pension

entitlement, and dependent children either a half-orphan's or an

orphan’s pension maximally until the age of 25.

Benefits in the event of termination of duties as an

Executive Board member

The employment contracts of Karl-Ludwig Kley, Stefan Oschmann,

Kai Beckmann and Bernd Reckmann each contain a post-contractual

non-competition clause. An amount equal to 50% of the average

contractual benefits paid to the respective Executive Board member

within the past 12 months prior to leaving the company shall be

provided as compensation for each year of the two-year non-

competition period. During the period of the non-competition

clause, other employment income and pension payments will be

credited toward this compensation. Within certain time limits,

E. Merck KG, Darmstadt, Germany, has the possibility to dispense

with adherence to the non-competition clause with the conse-

quence that the obligation to make the compensation payments

shall cease to apply.
The contracts of the Executive Board members continue to

provide for the continued payment of fixed compensation to sur-

viving dependents for a limited period of time in the event of

death. Above and beyond this and existing pension obligations,

no further obligations exist in the event of the termination of the

contractual relationships of the Executive Board members.
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Miscellaneous

The members of the Executive Board do not receive additional

compensation for serving on the boards of Group companies.
Should members of the Executive Board be held liable for

financial losses while executing their duties, under certain cir-

cumstances this liability risk is covered by a D&O insurance policy

from Merck KGaA, Darmstadt, Germany. The D&O insurance pol-

icy has a deductible in accordance with the legal requirements and

recommendations of the German Corporate Governance Code.

Payments to former Executive Board members and their

surviving dependents

Pension payments to former members of the Executive Board

or their surviving dependents amounted to € 11,220 thousand

in 2014 (2013: € 7,494 thousand). Pension provisions totaling

€ 120,674 thousand exist for the pension entitlements of this group

of persons (2013: € 103,615 thousand).

Compensation of the Supervisory Board members of

Merck KGaA, Darmstadt, Germany

The compensation of the Supervisory Board members is defined

by Article 20 of the Articles of Association of Merck KGaA, Darm-

stadt, Germany. The members of the Supervisory Board receive

fixed compensation of € 47,000 per year. The Chairman receives
double this amount and the Vice Chairman receives one and a half

times this amount. In addition, the members receive additional

compensation of € 750 per meeting.
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Values and compliance

Based on a corporate culture that places the fiindamental company

values — courage, achievement, responsibility, respect, integrity

and transparency — at the center of our entrepreneurial actions,

the Code of Conduct helps those involved in the business process

to implement the values when dealing with one another on a daily
basis.

The company has created the Code of Conduct as a set of rules

and regulations intended to help our employees to act responsibly

and to make the right decisions in their daily work.

The Code of Conduct explains the principles for dealings with

business associates, general partners, colleagues and employees,

as well as the communities in which we operate. Thus, it supports

all employees in acting ethically — not only in their dealings with

one another, but also outside the company. The Code of Conduct

is thus the main set of rules of our compliance program.

To the Group, compliance means observing legal and

company-intemal regulations and the basic ethical principles

anchored in the company values. With the Code of Conduct and

the various unit-specific ethical compliance rides, the values are

integrated into daily work and business practice. The Code of Con-

duct is binding on all employees, both at headquarters and in the

subsidiaries. The Compliance Office monitors observance of the

Code of Conduct with support from corresponding auditing and

training programs throughout the Group. All employees are called

upon to report compliance violations to their supervisor, Legal, HR

or other relevant departments. The company created the position

of Group Compliance Officer (GCO) in 2002. This employee is re-

sponsible for setting up, maintaining and further developing our

global compliance program. By taking appropriate measures, the

GCO and his team, including regional and divisional compliance

officers, help to lower the risk of serious legal violations of, for

instance, antitrust law or anticorruption rules. A further focal area

of the Compliance program is ensuring legally and ethically

correct dealings with medical professionals and adhering to the

transparency requirements. Since October 2013, the Group Com-

pliance Officer has agreed extensive measures with the affected

areas of the company in order to establish an internal framework

of rules as well as the corresponding approval and documentation

processes that ensure truthful publication. The role of the Group

Compliance Officer is reflected in the subsidiaries, which ensure

that compliance measures are implemented in the countries. By

reorganizing the Compliance function, as of 2013 Compliance

tasks in the regions are largely performed by full-time Compliance

Officers. As a result, a higher level of compliance expertise is

based locally and the increasing tasks, above all in the pharma-
ceutical sector, are taken into account. At the same time, the

management structure was streamlined and the reporting lines for

the countries were consolidated regionally. Regular regional and

global compliance meetings are held to promote the exchange of

information within the compliance organization. Newcomer train-

ing seminars were introduced in 2010 for newly appointed com-
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pliance officers. These seminars serve to build up compliance

expertise and strengthen cooperation within the compliance or-

ganization. This Group-wide network is used to steer the global

compliance program.

Within the scope of this program, a high degree of importance

is attached to regular compliance seminars of the Compliance

Training Plan of Merck KGaA, Darmstadt, Germany, which are

conducted as Web-based training courses and on-site events. By

presenting various training topics, particularly on the Code of

Conduct, corruption, antitrust and competition law as well as

health care compliance, they serve to sensitize employees and

management to the consequences of compliance violations and to

show ways of avoiding them. Since the company set up a central

SpeakUp line, employees have been able to report compliance

violations by telephone or via a Web-based application in their

respective national language. The SpeakUp line is available

24 hours a day, free of charge. Case numbers enable anonymous,

two-way communication. The reports received are individually

reviewed. If a compliance violation exists, corresponding correc-

tive action is taken based on concrete action plans. If necessary,

disciplinary measures are taken. These can range from a simple

warning up to the dismissal of the employee who violated a com-

pliance rule. In 2010, the company set up a compliance committee

to guide these processes. The Compliance Committee consists of

members from various Group functions; they are involved in re-

viewing compliance violations and introducing countermeasures.

The joint work in the Compliance Committee enables processes

between the various Group functions to be optimized. Further sig-

nificant elements of the Compliance program include requirements

on locally identifying and assessing risks and reporting these,

both within the subsidiary abroad and to the Group functions.

Group Compliance regularly reviews and assesses the implemen-

tation status of the Compliance program at the subsidiaries abroad.

In cooperation with Group Internal Auditing, the Compliance

Office regularly reviews the implementation of Group-wide com-

pliance measures at the subsidiaries abroad. The audits regularly

focus on the local compliance structure, the compliance measures

taken, as well as the existence of corresponding compliance

guidelines and processes.

The Compliance department reports regularly to the Executive

Board, informing it of the status of compliance activities (including

training status), compliance risks and serious compliance violations.

The Executive Board informs the supervisory bodies at least

once a year about the key compliance issues.

Risk and opportunity management

The Executive Board, the Supervisory Board and the Finance

Committee are regularly informed about the current risk portfolio

of the Group and the individual companies. More detailed infor-

mation can be found in the Report on Risks and Opportimities on

page 122.
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CORPORATE GOVERNANCE —> Statementon CorporateGovemance

Avoidance of conflicts of interest

Within the framework of their work, all Executive Board and Super—

visory Board members of Merck KGaA, Darmstadt, Germany, are

exclusively committed to the interests of the company and neither

pursue personal interests nor grant unjustifled advantages to third

parties.

Before an Executive Board member takes on honorary offices,

board positions or other sideline activities, this must be approved

by the Personnel Committee of the Board of Partners of

E. Merck KG, Darmstadt, Germany. The Chairman of the Executive

Board, Karl-Ludwig Kley, and the Chief Financial Officer, Marcus
Kuhnert‘, are both members of the Executive Board of E. Merck KG,

Darmstadt, Germany. This does not, however, lead to conflicts of
interest.

In its report to the General Meeting, the Supervisory Board

discloses any conflicts of interest involving its members and how

they were dealt with. Consultancy agreements as well other ser—

vice and work contracts of a Supervisory Board member with

Merck KGaA, Darmstadt, Germany, require the approval of the

Supervisory Board. In fiscal 2014, there were neither conflicts of

interest nor consultancy agreements or other service or work con—

tracts with Merck KGaA, Darmstadt, Germany, involving Super—

visory Board members.

Adherence to environmental and safety standards

At the company, closed—loop thinking guides the way in which we

address environmental concerns and environmental protection

issues. To this end, we integrate precautionary measures into our

planning processes. Our Environment, Health and Safety Policy
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with its principles and strategies implements the guidelines for—

mulated by the national and international associations of the

chemical industry in the Responsible Care guidelines. The Respon—

sible Care Global Charter developed by the International Council

of Chemical Associations (ICCA) in 2006 puts even more emphasis

than before on overall responsibility for products, supply chains

and the community. The company signed this expanded version of

Responsible Care for the entire Group in February 2007. In addi—

tion, Merck KGaA, Darmstadt, Germany, was one of the first com—

panies in 2014 to sign the new version of the Responsible Care

Global Charter, which is currently being rolled out internationally.

We report our ecological, economic and social performance

transparently in accordance with the internationally recognized

principles of the Global Reporting Initiative (GRI), taking into

account the requirements of the German Sustainability Code and

the principles of the UN Global Compact.

One of our major climate protection objectives is to achieve a

20% reduction in our greenhouse gas emissions by 2020 measured

against the 2006 baseline.

Many guidelines specify how the sites and employees of the

Group are to observe the principles in their daily work. The Group

fimction Environment, Health, Safety, Security Et Quality steers

these global activities and ensures compliance with regulatory

requirements, standards and business needs throughout the entire

Group. In this way, Group-wide risks are minimized and contin—

uous improvement is promoted in the areas of Environment, Health,

Safety, Security and Quality. Corporate Responsibility reports are

also published at regular intervals.

‘Mr. Kuhnert has been a member of the Executive Board of E. Merck KG, Darmstadt, Germany, since August 1, 2014. Mr. Zachert left the Executive Board of E. Merck KG, Darmstadt,
Germany, on March 31,2014.
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EEfpE#phg!Ejplnknpfl�aootiar"�astkbo"\pff_EGone�Ecnfhf�nhiEB�'�egE)rfkniEXhg�oE��_E(���+ EfpE#phg!Ejplnknpfl

÷åå	�~å������üå�ùþå����åùå������å��åü��åä2���üû��å��ù��å��åä~å	���
å�æ�åù��þüù�ü�åæ���ù���åþû���åâ�4�þüå÷�å�Ü÷ø~å	�~å7ù����üåý��üåü��åä2���üû��å��ù��å��åä~å	���
å�æ�åù��þüù�ü�åæ���ù���å��å	ù���åÝ÷�å�Ü÷ø~
����¬�¢��¡́�¥¡�¦¢��«�ª¦��¢¤��Ï̄ª¦¼�ª¢¦���«¦�±ËÁ�̈ ¦̄ª§��Í¤¡�©·� ¡¢¡¬��¦���¾̄«ª¢�««�¡̈¦ª§ª¦ª�«�ª¢�¡̈ ¤̈�©¡¢̈��ª¦��¦���́¡«º�¦���³�¦ª̈́�«�¤®�³««¤̈ª¡¦ª¤¢�¡¢©�¦����̄�́«�¤®�¥�¤̈�©̄��½����¼�¡���¡¥µ¥¤ª¢¦�©�¾¼�Ë½�¹��̈°�̧�º�»¡� «¦¡©¦º���� ¡¢¼º�ª¢�¡̈ ¤̈�©¡¢̈��ª¦��¦���̈¤¢«�¢¦�¤®�¡�«ª ¥́�� ¡À¤�ª¦¼�¤®�¦���¤¦����¬�¢��¡́�¥¡�¦¢��«½����� � ¾��«�¤®�¦���ËÁ�̈ ¦̄ª§��Í¤¡�©�¡���À¤ª¢¦́¼���«¥¤¢«ª¾́��®¤��¦����¢¦ª��� ¡¢¡¬� �¢¦�¤®�¦���̈¤ ¥¡¢¼½�£��¦¡ª¢�¦¡«°«�¡���¡««ª¬¢�©�¦¤�ª¢©ª§ª©̄¡́�ËÁ�̈ ¦̄ª§��Í¤¡�©� � ¾��«�¾¡«�©�¤¢�¡���«¥¤¢«ª¾ª́ª¦¼�©ª«µ¦�ª¾̄¦ª¤¢�¥́¡¢½�Ë¡̈��ËÁ�̈ ¦̄ª§��Í¤¡�©� � ¾���¥�¤ ¥¦́¼�ª¢®¤� «�¦���¤¦���� � ¾��«�¤®�¡¢¼�ª ¥¤�¦¡¢¦�¡̈¦ª¤¢«�¤��¤¥��¡¦ª¤¢«�ª¢��ª«���«¥�̈¦ª§��¾̄«ª¢�««�¡��¡½�����ËÁ�̈ ¦̄ª§��Í¤¡�©�ª«���«¥¤¢«ª¾́��®¤��¥��¥¡�ª¢¬�¦���¡¢¢̄¡́�¿¢¡¢̈ª¡́�«¦¡¦� �¢¦«�¤®��¹��̈°�̧�¡³º�»¡� µ«¦¡©¦º���� ¡¢¼º�¡¢©�¤®�¦�����¤̄¥�¡«��́́�¡«�®¤��¡¥¥�¤§ª¢¬�¦���Ï̄¡�¦��́¼�¡¢©��¡́®µ¼�¡��¿¢¡¢̈ª¡́�«¦¡¦� �¢¦«�¤®�¦������¤̄¥½�Ò¢�¡©©ªµ¦ª¤¢º�¦���ËÁ�̈ ¦̄ª§��Í¤¡�©��¢«̄��«�¦�¡¦�¡́́�́�¬¡́�¥�¤§ª«ª¤¢«º�¤®¿̈ª¡́�

��¬̄ ¡́¦ª¤¢«�¡¢©�¦���̈¤ ¥¡¢¼Ã«�ª¢¦��¢¡́�¥¤́ª̈ª�«�¡���¡¾ª©�©�¾¼º�¡¢©�¤�°«�¦¤�¡̈�ª�§��̈¤ ¥́ª¡¢̈��ª¦��¦�� �¾¼�¡́́�¦���̈¤ ¥¡¢ª�«�¤®�¦������¤̄¥½�³���¤̄¥µª©��¬̄ª©�́ª¢��©�¿¢�«�ª¢�©�¦¡ª́��ª̈��¦�¡¢«µ¡̈¦ª¤¢«���Ï̄ª���¥�ª¤��ËÁ�̈ ¦̄ª§��Í¤¡�©�¡¥¥�¤§¡́½����ËÁ�̈ ¦̄ª§��Í¤¡�©�¥�¤§ª©�«�¦���É̄¥��§ª«¤�¼�Í¤¡�©�ª¦�����¬̄ ¡́�º�̄¥µ¦¤µ©¡¦��¡¢©�̈¤ ¥����¢«ª§����¥¤�¦«�¡¾¤̄¦�¡́́�̈¤ ¥¡¢¼µ���́�§¡¢¦�ª««̄�«�̈¤¢̈��¢ª¢¬�«¦�¡¦�¬¼º�¥́¡¢¢ª¢¬º�¾̄«ª¢�««�©�§�́¤¥µ �¢¦«º�¦����ª«°�«ª¦̄¡¦ª¤¢º��ª«°� ¡¢¡¬� �¢¦�¡¢©�̈¤ ¥́ª¡¢̈�½������̄�́«�¤®�¥�¤̈�©̄���¤®�¦���ËÁ�̈ ¦̄ª§��Í¤¡�©�¡¢©�¤®�¦���É̄¥��§ª«¤�¼�Í¤¡�©�¡«��́́�¡«�¡�É̄¥��§ª«¤�¼�Í¤¡�©���«¤́̄ ¦ª¤¢���¬̄ ¡́¦��®̄�¦����©�¦¡ª́«�¤¢�¦���ª¢®¤� ¡¦ª¤¢�¡¢©���¥¤�¦ª¢¬�©̄¦ª�«�¤®�¦���ËÁ�̈ ¦̄ª§��Í¤¡�©�§ª«µ�µ§ª«�¦���É̄¥��§ª«¤�¼�Í¤¡�©½����ËÁ�̈ ¦̄ª§��Í¤¡�©�ª¢®¤� «�¦���Í¤¡�©�¤®�á¡�¦¢��«�¡¢©�¦���É̄¥��§ª«¤�¼�Í¤¡�©�¡¦�́�¡«¦�Ï̄¡�¦��́¼�¤®�¦���¥�¤¬��««�¤®�¾̄«ª¢�««�¡¢©�¦���«ª¦̄¡¦ª¤¢�¤®�¦���̈¤ ¥¡¢¼½�Ò¢�¡©©ª¦ª¤¢º�¦���ËÁ�̈ ¦̄ª§��Í¤¡�©�
���� !ù!



��-������� !"#�$!�%�%�!"&"�*ë*í;í/*ï1/ï'1,(1,ë*íï71�í,/ë/.í

ª¢®¤� «�¦���¡®¤�� �¢¦ª¤¢�©�¾¤¡�©«�¡¦�́�¡«¦�¡¢¢̄¡́́¼�¤®�¦���̈¤ µ¥¡¢¼Ã«�¡¢¢̄¡́�¥́¡¢«�¡¢©�«¦�¡¦�¬ª̈�̈¤¢«ª©��¡¦ª¤¢«½ ����ËÁ�̈ ¦̄ª§��Í¤¡�©�¥¡««�«�ª¦«���«¤́̄ ¦ª¤¢«�ª¢� ��¦ª¢¬«�¦�¡¦�¡���¢¤� ¡́́¼���́©�¦ª̈��¡� ¤¢¦�½
����y�w�uy�Kêu�y�
"
Xe�#eg

Xe�#eglonjlEp�EE)h+EpkoegElkhkrkpgsElrjeg&nlpgsE#phg!lEhf!EE)#+E�p�jhgh#ieEVeg�hfEhf!E�pgen%fElrjeg&nlpgsE#p!nelEp�E�pgjpghknpflE E�zcpjaqj"v�stkck"@��eg#eg%_EGohng�hfEp�EkoeEA"e�rkn&eE\phg!Ep�ECnf!eE?V_EXrfn�o_EGohng�hfE)lnf�eEXhsE�_E(���+
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CORPORATE GOVERNANCE —> Statementon CorparateGovemunce

The Personnel Committee meets at least twice a year. Further

meetings are convened as and when necessary. Meetings of the

Personnel Committee are attended by the Chairman of the Executive

Board of Merck KGaA, Darmstadt, Germany, unless the Committee
decides otherwise.

The Personnel Committee is responsible for, among other things,

the following decisions concerning members and former members

of the Executive Board: contents of and entry into employment

contracts and pension contracts, granting of loans and advance

payments, changes to the compensation structure and adaptation

of compensation, approval for taking on honorary offices, board

positions and other sideline activities, as well as division of respon-
sibilities within the Executive Board of Merck KGaA, Darmstadt,

Germany. The Personnel Committee passes its resolutions by a

simple majority — in matters concerning the Chairman of the

Executive Board unanimity is required. The Chairman of the Com-

mittee regularly informs the Board of Partners of its activities.

Finance Committee

The Finance Committee has four members. Up until January 26,

2014, these were: Theo Siegert (Chairman), Johannes Baillou, Wolf-

gang Biichele and Frank Stangenberg-Haverkamp. Since January

26, 2014, the Finance Committee comprises Theo Siegert (Chair-

man), Johannes Baillou, Wolfgang Biichele and Tobias Thelen.

The Finance Committee holds at least four meetings a year,

at least one of which is a joint meeting with the auditor of

Merck KGaA, Darmstadt, Germany. Further meetings are con-

vened as and when necessary. Meetings of the Finance Committee

are attended by the Chief Financial Officer of Merck KGaA, Darm-

stadt, Germany. Other members of the Executive Board of Merck

KGaA, Darmstadt, Germany, may attend the meetings upon re-

quest by the Committee. These meetings regularly include the
Chairman of the Executive Board. The Finance Committee is re-

sponsible for, among other things, analyzing and discussing the

annual financial statements and the respective report of the audi-

tor of the annual financial statements and management report, as
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well as the half-year financial report (including the report of the

auditors for the audit review of the abridged financial statements

and interim management report contained in the half-year report)

and the quarterly reports. Furthermore, the Finance Committee rec-

ommends to the Chairman of the Supervisory Board annual audit
focuses for the auditors. It also recommends an auditor for the

annual financial statements and management report as well as

auditors for the audit review of the abridged financial statements

and interim management report contained in the half-year finan-

cial report for the Board's corresponding suggestion to the General

Meeting. In addition, the Finance Committee is concerned with

the financial position, results of operations and liquidity of the

company, as well as accounting, internal auditing, risk manage-

ment and compliance issues. Upon request of the Board of Part-

ners, the Finance Committee examines investment projects that

must be approved by the Board of Partners and provides recom-

mendations pertaining thereto.

Research and Development Committee

Up until January 26, 2014, the Research and Development Com-

mittee had three members: Rolf Krebs (Chairman), Hans-Jfirgen

Leuchs and Frank Stangenberg-Haverkamp. Since January 26,

2014, the Research and Development Committee has consisted of

four people, namely Helga Riibsamen-Schaeff (Chairperson),

Johannes Baillou, Siegfried Kaijetta, and Gregor Schulz.

The Research and Development Committee is convened as and

when necessary, but holds meetings at least twice a year. Meetings

of the Research and Development Committee are attended by
members of the Executive Board of Merck KGaA, Darmstadt,

Germany, upon request of the Committee. These meetings regu-

larly include the Chairman of the Executive Board as well as the

members of the Executive Board responsible for Pharmaceuticals

and Chemicals. The Chairperson of the Research and Development

Committee is responsible, among other things, for reviewing and

discussing the research activities of Pharmaceuticals and Chemi-

cals. The Chairperson of the Committee reports to the Board of

Partners on the insights gained from the meetings held.
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REPORT OF THE SUPERVISORY BOARD

The Supervisory Board again properly executed its duties in 2014

in accordance with the law as well as the company's Articles of

Association and rules of procedure. In particular, the Supervisory

Board monitored the work of the Executive Board diligently and

regularly.

Cooperation with the Executive Board

The cooperation with the Executive Board was characterized by

intensive, trustworthy exchange. During fiscal 2014, the Executive

Board provided the Supervisory Board with regular written and

verbal reports on the business development of Merck KGaA,

Darmstadt, Germany, and the Group. In particular, the Supervisory
Board was informed about the market and sales situation of the

company against the background of macroeconomic development,

the financial position of the company and its subsidiaries, along

with their earnings development, as well as corporate planning.

Within the scope of quarterly reporting, the sales and operating

results were presented for the Group as a whole, and broken down

by division. Aside fiom the Supervisory Board meetings, the

Chairman of the Supervisory Board also maintained and continues

to maintain a regular exchange of information with the Chairman
of the Executive Board.

Key topics of the Supervisory Board meetings

Five Supervisory Board meetings were held in fiscal 2014. Four of

the meetings were ordinary Supervisory Board meetings while the

one on May 9, 2014 was an inaugural meeting. At these meetings,

the Supervisory Board discussed the reports of the Executive

Board in detail and discussed company developments and strate-

gic issues together with the Executive Board.

At the meeting held on February 28, 2014, the Executive

Board first reported on business performance during 2013. In

addition, the Supervisory Board intensively addressed the annual
financial statements and consolidated financial statements for

2013 and the corresponding management reports. The auditor

explained the audit report. The Executive Board reported on the

financial statements. Furthermore, the Supervisory Board resolved

upon the Statement of Compliance with the German Corporate

Governance Code as well as the Statement on Corporate Gover-

nance, which simultaneously includes the joint report of the

Executive Board and Supervisory Board. The Supervisory Board

also approved the proposals to be made to the Annual General

Meeting. Lastly, the Executive Board presented the plans for
fiscal 2014.

Following the Annual General Meeting on May 9, 2014, at which

the elections of the new shareholder representatives on the Super-

visory Board were held, an inaugural meeting took place at which

Mr. Wolfgang Biichele was elected the new Chairman of the

Supervisory Board and Mr. Michael Fletterich was elected Vice
Chairman.

The meeting held on May 13, 2014 focused on current busi-

ness developments in the first quarter of 2014. The report of the

Research and Development Committee of the Board of Partners

of E. Merck KG, Darmstadt, Germany, was a fiirther focus of the

meeting. The Supervisory Board also dealt with the report of the

Group Compliance Officer and the report of the Group Data Privacy
Officer.

At its meeting on July 31, 2014, the Supervisory Board focused

intensively on the report of the Executive Board on business

performance in the second quarter of 2014. In addition, KPMG

explained the report on the first half of 2014. Risk management

within the company was a fiirther topic. The Head of Risk

Management presented the status report for the first half of 2014.

No risks that threaten the continued existence of the company
were identified.

At its fifth meeting on November 11, 2014, the Supervisory
Board elected a new Nomination Committee. Furthermore, the

Supervisory Board dealt with the report of the Executive Board

on the third quarter of 2014. The 2014 status reports of Internal

Auditing as well as on compliance and data protection were addi-

tional topics of focus. The report of the Research and Development
Committee, Chemicals was also discussed. Furthermore, the com-

pany's strategic direction was reported on and discussed.

Annual financial statements

The annual financial statements of Merck KGaA, Darmstadt, Ger-

many, the consolidated financial statements of the Group, and the

management reports for Merck KGaA, Darmstadt, Germany, and

the Group including the accounts, were audited by KPMG AG

Wirtschafispriifiingsgesellschaft, Berlin. The auditors issued an

unqualified audit opinion on the annual financial statements

and management report for Merck KGaA, Darmstadt, Germany, in

accordance with German Auditing Standards. For the consolidated

financial statements prepared in accordance with International

Financial Reporting Standards, the auditors issued the auditor's

report, reproduced in the Annual Report of the Group. In addition,

the auditors audited the calculation of the participation of Merck

KGaA, Darmstadt, Germany, in the profits of E. Merck KG, Darm-
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stadt, Germany, in accordance with Art. 27 (2) of the Articles of
Association. The annual financial statements of Merck KGaA,

Darmstadt, Germany, the consolidated financial statements of

the Group, the management reports for Merck KGaA, Darmstadt,

Germany, and the Group, and the proposal by the Executive

Board for the appropriation of the net retained profit were pre-

sented and distributed to the Supervisory Board, together with the

auditor's reports.
In accordance with Art. 14 (2) of the Articles ofAssociation, the

Supervisory Board also examined the annual financial statements

of Merck KGaA, Darmstadt, Germany, and the management report

for Merck KGaA, Darmstadt, Germany, the proposal for the appro-

priation of net retained profit and the auditor's report presented in
accordance with Article 27 (2) of the Articles of Association. It also

examined the consolidated financial statements of the Group as

well as the management report for the Group, and took note of

the auditor's report of KPMG AG Wirtschaftspriifimgsgesellschaft,
Berlin.

The discussion of the relevant agenda item at the Supervisory

Board's meeting on February 27, 2015 to approve the financial

statements was also attended by the auditors who sign the audit

opinion on the annual financial statements of Merck KGaA,

Darmstadt, Germany, and the consolidated financial statements of

the Group. These auditors furthermore reported on their audit at

this meeting.

The Supervisory Board took note of and approved the results

of the audit. On completion of its examination, the Supervisory

Board raised no objections and thus approved the annual financial

statements and management report for Merck KGaA, Darmstadt,

Germany, the consolidated financial statements of the Group and

the management report for the Group prepared by the Executive

Board, as well as the report presented by the auditors in accor-

dance with Article 27 (2) of the Articles of Association. Following

its own examination of the situation, the Supervisory Board gave

its consent to the proposal of the Executive Board for the appro-

priation of net retained profit.

Corporate governance and Statement of Compliance

Corporate governance is a topic of high priority for the Super-

visory Board. In its own estimation, the Supervisory Board has

an adequate number of independent members. There were no con-

flicts of interest, as defined by the German Corporate Governance

Code, involving Supervisory Board members during 2014. After

addressing corporate governance topics in detail, the Executive

Board and Supervisory Board resolved to adopt and issue the

updated Statement of Compliance on February 18, 2015 (Executive

Board) and on February 27, 2015 (Supervisory Board) and jointly

issued it on February 27, 2015 in accordance with section 161 of

the German Stock Corporation Act. The statement is permanently
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available on the website of Merck KGaA, Darmstadt, Germany

(www.emdgroup.com Investors —> Corporate Governance). More

information about corporate governance at Merck KGaA,

Darmstadt, Germany, including the compensation of the Executive

Board and Supervisory Board, is given in the Statement of

Compliance on pages 145 et seq. of the Annual Report.

Committees

Apart from the Nomination Committee, the Supervisory Board of

Merck KGaA, Darmstadt, Germany, currently has no firrther com-

mittees on account of the special features that apply to the Super-

visory Board of a corporation with general partners (KGaA) under

German company law and because a corresponding need for this

has not emerged to date. The members of the Nomination Com-

mittee held a meeting on February 6, 2014. In order to prepare for

the election of the shareholder representative members of the

Supervisory Board by the Annual General Meeting on May 9, 2014,

they spoke with one another about the professional and personal

qualifications of suitable candidates for the Supervisory Board.

The Supervisory Board elected a new Nomination Committee on

November 11, 2014. No report is given on the work of firrther
committees.

Personnel matters

With the exception of Crocifissa Attardo and Edeltraud Glanzer,

who were absent from the meeting on November 11, 2014, all the

Supervisory Board members attended all the ordinary Supervisory

Board meetings. The following changes in the composition of the

Supervisory Board took place in 2014: Wolfgang Biichele, Michaela

Freifrau von Glenck, Albrecht Merck, Helga Riibsamen-Schaeff,

Gregor Schulz and Theo Siegert were elected as shareholder repre-

sentatives to the Supervisory Board by the Annual General Meet-

ing on May 9, 2014. In addition, Siegfried Karjetta and Tobias

Thelen were appointed to the Supervisory Board. Moreover, on

April 1, 2014 the delegates’ assembly elected Crocifissa Attardo,

Mechthild Auge, Gabriele Eismann, Michael Fletterich, Edeltraud
Glanzer, Dietmar Oeter, Alexander Putz, and Karl-Heinz Scheider

as employee representatives with effect from the conclusion of the

Annual General Meeting on May 9, 2014.

Darmstadt, February 27, 2015

The Supervisory Board of Merck KGaA, Darmstadt, Germany

Wolfgang Biichele
Chairman
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C 0 R P 0 R AT E 6 0V E R N A N C E —> Objectives of the Supervisory Board with respect to its composition

Family company

The Supervisory Board shall have at least one member who has

experience in managing medium- or large-sized family-owned

companies.

The Supervisory Board currently has multiple members who

have the appropriate management experience in family-owned

companies of this size.

Internationality

The Supervisory Board shall have at least three members with

business experience in the main sales markets of Merck KGaA,

Darmstadt, Germany. Currenfly, the main sales markets of Merck

KGaA, Darmstadt, Germany, are Europe, North and Latin America,
and Asia-Pacific.

The present composition of the Supervisory Board satisf1es

this objective. More than three Supervisory Board members have

entrepreneurial experience in Europe, covering a wide range of

countries. More than three Supervisory Board members have ex-

perience in management positions in companies that operate

globally.

Women on the Supervisory Board

Six women are currenfly members of the Supervisory Board of

Merck KGaA, Darmstadt, Germany. This corresponds to 37.5% of

the Supervisory Board. When nominating candidates for election

to the Supervisory Board or making proposals for delegation, the

Supervisory Board shall examine whether the percentage of wom-

en can be increased by suitable candidates.

The Supervisory Board currenfly consists of 37.5% women,

which it considers a satisfactory percentage. This is based on both

the percentage of women in management positions at the company,

as well as the fact that the supervisory boards of other companies

have a comparable percentage of women.

Number of independent members/no material conflicts of
interest

The Supervisory Board is to have an adequate number of indepen-

dent members. Assuming that the status of being an employee

representative per se does not justify doubts with respect to the

independence criteria within the meaning of section 5.4.2 of the

German Corporate Governance Code, normally all employee rep-

resentatives should be independent within the meaning of the

Code. In any case, at least four of the shareholder representatives

on the Supervisory Board should be independent. According to the

Articles of Association of Merck KGaA, Darmstadt, Germany, six

members representing the shareholders are to be elected by the
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General Meeting and two members are to be delegated. Taking this

into account, the Supervisory Board considers four shareholder

representatives to be an appropriate number of independent mem-

bers. In the Supervisory Board’s estimation, the objectives concern-

ing independent members are currently met. In particular, the

Supervisory Board does not believe that membership of the Board

of Partners of E. Merck KG, Darmstadt, Germany, conflicts with

independence. The Board of Partners exists complementary to the

competencies and the activities of the Supervisory Board. It is not

to be expected that this will lead to material and not merely tem-

porary conflicts of interest. It should also be taken into account

that due to its substantial capital investment and unlimited per-

sonal liability, E. Merck KG, Darmstadt, Germany, has a strong

interest in the businesses of Merck KGaA, Darmstadt, Germany,

operating efficiently and in compliance with procedures, counter-

acting from the outset conflicts of interest between E. Merck KG,

Darmstadt, Germany, and Merck KGaA, Darmstadt, Germany, and

thus also corresponding conflicts of interest between the mem-

bers of the respective corporate bodies.

Moreover, no one shall be proposed for election to the Super-

visory Board who simultaneously serves on a body of or advises a

major competitor of the company, or owing to another fimction,

e.g. advisor to major contract partners of the company, could po-

tentially become involved in a conflict of interest. No Supervisory

Board member serves on a body of or advises a major competitor,

or provides consultancy services thereto. No Supervisory Board

member performs a function that could lead to a lasting conflict
of interest.

No age limit

An age limit for Supervisory Board members is not specif1ed since

age is not a criterion for qualifications and expertise. Moreover,

we do not wish to forego the many years of experience of Super-

visory Board members.

The achievement of the aforementioned objectives shall be

pursued initially until 2015, taking into account applicable law

within the scope of elections and reelections, delegations as well

as court appointments of replacement members if these become

necessary. All Supervisory Board members will correspondingly

influence those eligible to elect or delegate. Taking into consider-
ation the aforementioned criteria and in accordance with its duties

under German stock corporation law, the Supervisory Board pro-

poses to the General Meeting the candidates it believes to be best
suited in each case and will continue to do so in the future.

Every year, the Supervisory Board will provide information in

the Annual Report on the status of implementing its objectives.

Page 170



¤¥¦§̈©ª̈«¬®̄°¦±¬©®©§¬®«¦ª̄®̄°²°©̄ª¦³́µ¶·̧¹º»»¹¼¹½¾¿

���� !�!

O4

CONSOLIDATED FINANCIAL

STATEMENTS

—>

 

 



ÀÁÂ¦ §ÃÄÅÃÆÇÈÉÊËÈ¦¬ÄÌÃÍË¦ªÊÉÊËÍËÄÊÀÁÎ¦ ¦§ÃÄÅÃÆÇÈÉÊËÈ¦ªÊÉÊËÍËÄÊ¦ÃÏ¦§ÃÍÐÑËÒËÄÅÇÓË¦¬ÄÌÃÍËÀÔ¤¦ §ÃÄÅÃÆÇÈÉÊËÈ¦ÕÉÆÉÄÌË¦ªÒËËÊÀÔÀ¦ §ÃÄÅÃÆÇÈÉÊËÈ¦§ÉÅÒ¦±ÆÃÖ¦ªÊÉÊËÍËÄÊÀÔ×¦ §ÃÄÅÃÆÇÈÉÊËÈ¦ªÊÉÊËÍËÄÊ¦ÃÏ¦§ÒÉÄØËÅ¦ÇÄ¦©ËÊ¦°ÙÚÇÊÛÀÔ¥¦ ©ÃÊËÅ¦ÊÃ¦ÊÒË¦ÜÑÃÚÐ¦ÉÌÌÃÚÄÊÅ

���� !�̂

168

169

170

171

172

174

 

Consolidated Income Statement

Consolidated Statement of Comprehensive Income

Consolidated Balance Sheet

Consolidated Cash Flow Statement

Consolidated Statement of Changes in Net Equity

Notes to the Group accounts



ÝÞß àáâãáäåæçèéæêëåâçâàåçäêãèçèéìéâèãêíêîïð̧ïñòóµô·ó¹õðöï÷·¹øôµô·÷·ðô

ùúûüúýþ������þûùú���ü������û�
ê
��÷òññòïð û�	
 ��Ý ��Ý�� � � �ã���� ���� �������� �������������	� ��!"
#$
��#%�"�&&!$$!�#�!#"�&
 ��� ��'(� �')(�è*+��ê,�-�./�� ê �������0 ��������� � � �ù�$	��1�$��
$Ý ���) 2�� )�Þ( 2�� �Ý(34567489:;9<4=>6?@:A=@:6B4674:B@=BC:DEF4=GGF@GHI 4 5J4KLMNH 5J4LKMOHP,*��êQ,*R+� ê ����S�S 0���T�S� � � ���UV
	!#W��#%�$
��!#W�
XY
#$
$Ý ���Þ 2�� Ý�(' 2�� �ßß()4567489:;9<4=>6?@:A=@:6B4674:B@=BC:DEF4=GGF@GHI 4 5J4ZIKMNH 5J4Z[OMNH�����	� ��!"
#$
��#%�"�&&!$$!�#�
XY
#$
$ ���3 2�)�3() 2�)Þ3(��%&!#!$	U�	!�#�
XY
#$
$ ���ß 2�Þ�ß(Þ 2�)Þ�(�
$
�U"\��#%�%
]
��Y&
#	�"�$	$Ý ���' 2̂Ý 3��(3 2̂Ý )�Þ(Þ4567489:;9<4=>6?@:A=@:6B4674:B@=BC:DEF4=GGF@GHI 4 5J4_M̀H 5J4OM_Hú	\
U��Y
U�	!#W�
XY
#$
$��#%�!#"�&
 ���� 2��)3(3 2�3Ýß(ÝáQ�,�+a.bê,��/�+êcédåèe ê ���f��� ��f���0� � � �g!#�#"!���U
$h�	 ���Ý 2���)(� 2����(�i,*R+êj�k*,�êa.l*m�ê+�n ê ������� ��T00�f� � � �þ#"�&
�	�X ���� 2��'�(� 2̂Ý3'()i,*R+ê�k+�,ê+�n ê ���fS�0 �������� � � ��1�o\!"\��		U!ph	�p�
�	����
U"Vqrs�� ���U&$	�%	 �s
U&�#� �$\�U
\��%
U$�t#
	�!#"�&
u � Ý Ý)3(� Ý ���(��1�o\!"\��		U!ph	�p�
�	��#�#v"�#	U���!#W�!#	
U
$	$ ���� 3() Þ('� � � �é�,.a.b�êQ�,ê�w�,�êca.êxe ��� ê êp�$!"� � �(ÞÞ �(33�%!�h	
%� � �(ÞÞ �(33
À¦̄ÒË¦ÈÇÅÌÆÃÅÚÑË¦ÃÏ¦ÉÍÃÑÊÇyÉÊÇÃÄ¦ÃÏ¦ÇÄÊÉÄØÇzÆË¦ÉÅÅËÊÅ¦{Ë|ÌÆÚÈÇÄØ¦ÅÃÏÊÖÉÑË}¦ÒÉÅ¦zËËÄ¦ÌÒÉÄØËÈ~¦ªËË¦©ÃÊË¦�®ÌÌÃÚÄÊÇÄØ¦ÉÄÈ¦ÍËÉÅÚÑËÍËÄÊ¦ÐÑÇÄÌÇÐÆËÅ�~¦×¦̄É�ÇÄØ¦ÇÄÊÃ¦ÉÌÌÃÚÄÊ¦ÊÒË¦ÅÒÉÑË¦ÅÐÆÇÊ�¦ÐÑËÓÇÃÚÅ¦ÛËÉÑ�Å¦ÏÇØÚÑËÅ¦ÒÉÓË¦zËËÄ¦ÉÈ�ÚÅÊËÈ¦ÉÌÌÃÑÈÇÄØÆÛ~¦ªËË¦©ÃÊË¦�°ÉÑÄÇÄØÅ¦ÐËÑ¦ÅÒÉÑË�~¦

���� !��



ÝÞ'àáâãáäåæçèéæêëåâçâàåçäêãèçèéìéâèãêíêîïð̧ïñòóµô·ó¹øôµô·÷·ðô¹ï�¹îï÷��·�·ð̧ò�·¹õðöï÷·

ùúûüúýþ������ü������û��úg�ùú������ûüþ���þûùú��
ê
��÷òññòïð û�	
 ��Ý ��Ý�� � � �i,*R+ê�k+�,ê+�n ê ���fS�0 �������å+�m�ê*kê*+w�,êl*mQ,�w�.�a-�êa.l*m�ê+w�+ê�a��ê.*+êj�ê,�l����aR��ê+*êQ,*R+ê*,ê�*��êa.ê�/j���/�.+êQ�,a*��� ê ê êê��m���/,�m�.+ê*kê+w�ê.�+ê��R.��êj�.�R+ê�a�ja�a+� ê ê ê��ù\�#W
$�!#�U
&
�$hU
&
#	 ��' 2�ßÞÝ() 'ß(ß����X�
11
"	 ���� Ý'(� 2̂ÝÞ(���ù\�#W
$�U
"�W#!�
%�!#�
�h!	� � �ê����T 0���� � �ê����T 0���å+�m�ê*kê*+w�,êl*mQ,�w�.�a-�êa.l*m�ê+w�+êm��êj�ê,�l����aR��ê+*êQ,*R+ê*,ê�*��êêa.ê�/j���/�.+êQ�,a*��� ê ê êêç-�a��j���k*,�����êR.�.la��ê����+� ê ê ê��g�!U�]��h
��%�h$	&
#	$ � 2̂Ý( Ý(ß���
"��$$!�"�	!�#�	��YU��	��U���$$ � 2��(Ý 2̂Ý(Þ����X�
11
"	 ���� �( 2��(��ù\�#W
$�U
"�W#!�
%�!#�
�h!	� � ����� �ê���êæ�,a-�+a-�êR.�.la��êa.�+,/m�.+� ê ê ê��g�!U�]��h
��%�h$	&
#	$ � ÝÝ(3 Ý�)()���
"��$$!�"�	!�#�	��YU��	��U���$$ � 2��(� 2��Þ()���
"��$$!�"�	!�#�	���$$
	$ � 2 2����X�
11
"	 ���� 2���(� 2��)(���ù\�#W
$�U
"�W#!�
%�!#�
�h!	� � TS0�� �T��êénlw�.b�ê�akk�,�.l��ê*.ê+,�.���+a.bêk*,�ab.ê*Q�,�+a*.� ê ê ê��ù\�#W
$�	�V
#�%!U
"	���	��
�h!	� � Þß�( 2���('���
"��$$!�"�	!�#�	��YU��	��U���$$ � �(Ý 2�ß('��ù\�#W
$�U
"�W#!�
%�!#�
�h!	� � f0��� �ê��T�0� � ������� ���S��Tá+w�,êl*mQ,�w�.�a-�êa.l*m� ê T���f �ê���0à*mQ,�w�.�a-�êa.l*m� ê ��S0��S ������T��1�o\!"\��		U!ph	�p�
�	����
U"Vqrs�� ���U&$	�%	 �s
U&�#� �$\�U
\��%
U$ � Ý Þ'(Ý Ý Ý)(Þ��1�o\!"\��		U!ph	�p�
�	��#�#v"�#	U���!#W�!#	
U
$	$ ���� Ý�(� 2��(�
�

���� !�Ð

CONSOLIDATED FINANCIAL STATEMENTS —> ConsolidatedStatementofComprehensiveIncome 169

6‘ million Note 2014 2013

 

Profit after tax 1,164.8 1,209.1

Items of other comprehensive income that will not be reclassified to profit or loss in
subsequent periods:

Remeasurement of the net defined benefit liability
 

 

 

Changes in remeasurement —» 49 —861.5 98.8
Tax effect —» 32 149.2 —16.3

Changes recognized in equity —712.3 82.5
—712.3 82.5 

Items of other comprehensive income that may be reclassified to profit or loss
in subsequent periods:

Available-for-sale financial assets

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fair value adjustments —1.4 1.8

Reclassification to profit or loss —0.1 —1.6
Tax effect —» 32 0.4 — 0.4

Changes recognized in equity -1.1 —0.2
Derivative financial instruments

Fair value adjustments 411.7 125.5

Reclassification to profit or loss —43.0 —26.5
Reclassification to assets — —

Tax effect —» 32 — 20.2 — 25.3

Changes recognized in equity 348.5 73.7

Exchange differences on translating foreign operations

Changes taken directly to equity 682.4 —204.9

Reclassification to profit or loss 0.1 — 8.9

Changes recognized in equity 682.5 -213.8
1,029.9 —140.3

Other comprehensive income 317.6 — 57.8

Comprehensive income 1,482.4 1,151.3

of which attributable to Merck KGaA, Darmstadt, Germany, shareholders 1,469.1 1,154.6

of which attributable to non-controlling interests —» 33 13.3 —3.3 
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For details see Note [50]

Equity capital Retained earnings

Capital reserves
General partner's Subscribed capital (share premium) Remeasurement

equity Merck KGaA, Merck KGaA, Merck KGaA, Retained earnings I of defined
€million Darmstadt, Germany Darmstadt, Germany Darmstadt, Germany Net retained profit benefit plans
 

 

 

 

 

 

 

 

 

 

 

 

 

 

Balance as of January 1, 2013 397.2 168.0 3,813.7 5,383.9 - 645.3
Profit after tax — — — 1,202.2 —

Other comprehensive income — — — — 82.6

Comprehensive income - — - 1,202.2 82.6

Dividend payments — — — —109.9 —

Profit transfer to/ from E. Merck KG, Darmstadt, Germany,
including changes in reserves — — — —383.0 —

Transactions with no change of control — — — —3.1 —

Changes in scope of consolidation/Other — — — — —
Balance as of December 31. 2013 397.2 168.0 3,813.7 6,090.1 -562.7

Balance as of January 1, 2014 397.2 168.0 3,813.7 6,090.1 - 562.7
Profit after tax — — — 1,157.3 —

Other comprehensive income — — — — —712.0

Comprehensive income - — - 1,157.3 - 712.0

Dividend payments — — — —122.8 —

Profit transfer to/ from E. Merck KG, Darmstadt, Germany,
including changes in reserves — — — —435.0 —

Transactions with no change of control — — — —189.4 —

Changes in scope of consolidation [Other — — — —0.3 —
Balance as of December 31. 2014 397.2 168.0 3,813.7 6,499.9 —1,274.7
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NOTES TO THE GROUP ACCOUNTS

GENERAL

(1) COMPANY INFORMATION

The accompanying consolidated financial statements as at

December 31, 2014 have been prepared with Merck KGaA,

Frankfurter Strasse 250, 64293 Darmstadt, Germany which man-

ages the operations of the Group, as parent company. In accordance

with the provisions of the German financial reporting disclosure

law (Publizitatsgesetz), consolidated financial statements are also

prepared for E. Merck KG, Darmstadt, Germany, the ultimate

parent company and general partner of Merck KGaA, Darmstadt,

Germany with an equity interest of 70.27% as of December 31,
2014. These consolidated financial statements include Merck KGaA,

Darmstadt, Germany, and its subsidiaries. The authoritative
German versions of these financial statements are filed with the

German Federal Gazette (Bundesanzeiger) and can be accessed at

wvvw.bundesanzeiger.de.

(2) REPORTING PRINCIPLES

The consolidated financial statements of the Group have been

prepared in accordance with consistent accounting policies and in

euros, the reporting currency. Pursuant to section 315a of the
German Commercial Code (HGB), the International Financial

Reporting Standards in force on the reporting date and adopted

by the European Union as issued by the International Accounting

Standards Board and the IFRS Interpretations Committee (IFRS

and IAS, as well as IFRIC and SIC) have been applied. The figures

reported in the consolidated financial statements have been

rounded, which may lead to individual values not adding up to the

totals presented.

The following rules take effect as of fiscal 2014:
IFRS 10 “Consolidated Financial Statements"

IFRS 11 “Joint Arrangements”
IFRS 12 “Disclosure of Interests in Other Entities”

Amendments to IAS 27 “Separate Financial Statements"
Amendment to IAS 28 “Investments in Associates and Joint

Ventures"

Amendment to IAS 32 “Financial Instruments: Presentation"

Amendment to IAS 36 “Impairment of Assets"

Amendment to IAS 39 “Financial Instruments: Recognition
and Measurement"

Amendments to IFRS 10 “Consolidated Financial Statements”

Amendment to IFRS 11 “Joint Arrangements”
Amendments to IFRS 12 “Disclosure of Interests in Other Entities"

I

IIIII
I

I

I

I

I

The Group applied the amendment to IAS 36 “Impairment of
Assets” in advance in 2013.

None of the other new standards had a material effect on the

consolidated financial statements. In particular, the rules contained

in IFRS 10 to IFRS 12 did not lead to any changes based on the

current equity holding structures. In regard to the strategic alliance

with Pfizer Inc., USA, to develop and commercialize active ingre-

dients in immuno-oncology as well as other alliances, more infor-
mation can be found in Note [5].

The following standards take effect as of fiscal 2015:

—> Annual Improvements to IFRSs 2011-2013 Cycle
—> IFRIC 21 “Levies"

The company currently does not expect the new rules to have any
material effects on the consolidated financial statements.

As of the balance sheet date, the following standards were

published by the International Accounting Standards Board and

the IFRS Interpretations Committee, but not yet adopted by the

European Union:
IFRS 9 “Financial Instruments"

IFRS 14 “Regulatory Deferral Accounts”
IFRS 15 “Revenue from Contracts with Customers"

Amendment to IAS 1 “Presentation of Financial Statements"

Amendments to IAS 16 “Property, Plant and Equipment"

Amendment to IAS 19 “Employee Benefits”

Amendment to IAS 27 “Separate Financial Statements”
Amendments to IAS 28 “Investments in Associates and Joint

Ventures"

Amendment to IAS 38 “Intangib1e Assets”

Amendment to IAS 41 “Agriculture"
Amendments to IFRS 10 “Consolidated Financial Statements"

Amendment to IFRS 11 “Joint Arrangements “
Amendment to IFRS 12 “Disclosure of Interests in Other Entities"

Annual Improvements to IFRSs 2010-2012 Cycle

Annual Improvements to IFRSs 2012 — 2014 Cycle

The impact of IFRS 15, which will become effective as of 2017 at
the earliest, and of IFRS 9, which will become effective as of 2018

at the earliest, on the consolidated financial statements is currently

being examined. From today's perspective, the other new rules

will not have any material effects on the consolidated financial
statements.

IIIIIIIIIIIIIII
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®́·�¶¶¬¹¶�²̧�±½¬¶¬²¹¬̧�Í²̧¬½�²̄²Ò®Í½½¬²¹�º́²²®́·�¶¶¬¹¶Ó�ª«¬�·́¶¹�̄º�¶«½¬«̄·̧́²µ¶�±½¬¶¬²¹¶�··�̄º�¹«¬�®̄°±²́¬¶�́²®·Í̧¬̧�́²�¹«¬�®̄²¶̄·̧́¹¬̧�º́²²®́·�¶¹¹¬°¬²¹¶�¶�Æ¬··�¶�··�̄º�¹«¬�¶«½¬«̄·̧́²µ¶�º̄��Ç¬½®È¾ÉÊËÁ�»½°¶¹̧¹Á�Ê¬½°²³�Õ¶¬¬�ë̄¹¬�ìÜÃíÙÓ
tu���ùô§þüþ�þúûü��û���þ��ü���û�ü��ü�£�ýý��ü��üü��ü���ý��gú��ü�ý���û���þü�úü�ý�s�ú§�ü
õö÷øùúùûùüýþü�þõ�þ���öû�üýùöþ��û��ù��úþ�	õ	þ
�û�ùý��ýûþü�þöüýû�ü�þ�ü��üùý�þû��þ�ø��ùöþü����� ¹́«́²�¹«¬�¶®̄±¬�̄º��±Í¼·́®�¹È¬̄Å¬½�̄ºº¬½Á�̄²�Ç³�ÂÁ�ÂÃÀÄ��¹«¬�Ê½̄Í±�«̧�½¬®¬́Å¬̧�Å·̧́�®®¬±¹²®¬¶�̄º�¹«¬�̄ºº¬½�́²�½¬¶±¬®¹�̄º�éÀÓ¿�Ý�̄º�¹«¬�¶«½¬�®±́¹·�²̧�¹«Í¶�̄¼¹́²¬̧�®̄²¹½̄·�̄º�¹«¬�±Í¼·́®·³�·́¶¹¬̧�®̄°±²³�Ëó�Ú·¬®¹½̄²́®�Ç¹¬½́·¶�ÎÓËÓÁ�ðÍñ¬°¼̄Í½µ�ÕËóÙÓ�ª«¬�±³°¬²¹¶�º̄½�¹«¬�̄¼¹́²°¬²¹�̄º�®̄²¹½̄·�Æ¬½¬�¶�º̄··̄Æ¶ã�

ê
�"�h!U
%�$\�U
\��%!#W�t!#��u �q&!��!�#� � ��hU"\�$
�YU!"
�1�U�	\
��p	�!#&
#	��1�"�#	U��� ßÝ(� Ý )��(�"�h!U
%�"�$\��#%�"�$\�
�h!]��
#	$ � 2̂Ý�(Ýi��m�.+�êk*,ê+w�ê*j+�a.m�.+ê*kêl*.+,*�ê����ê�l�/a,��êl��wê�.�êl��wê��/a-���.+� 0��T ��S���T

���� !�¼

CONSOLIDATED FINANCIAL STATEMENTS —> NatestotheGroupaccounts

SCOPE OF CONSOLIDATION

Including the parent company Merck KGaA, Darmstadt, Germany,

218 (2013: 191] companies were fully consolidated in the annual

financial statements of the Group. 189 (2013: 165) are located

abroad. No companies were consolidated using the equity method

as of the balance sheet date. Four newly established companies,

27 companies of the acquired AZ Electronic Materials S.A. Group,

as well as four further companies, which were previously not con—

solidated due to immateriality, were included in the consolidated

financial statements for the first time. A total of eight companies

were deconsolidated as a result of liquidation, mergers or disposals.

Due to secondary importance, 28 (2013: 22) subsidiaries were

not consolidated. Overall, the impact of these subsidiaries on sales,

profit after tax, assets and equity was less than 1% relative to the

entire Group. The interests in subsidiaries not consolidated due to

secondary importance were classified as available-for—sale fman—
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cial assets and presented under non—current financial assets. The

list of shareholdings presents all of the companies included in the

consolidated financial statements as well as all of the shareholdings

of Merck KGaA, Darmstadt, Germany (see Note [70]].

Acquisition of AZ Electronic Materials S.A.

Obtainment of control following the public offer

Within the scope of a public takeover offer, on May 2, 2014 the

Group had received valid acceptances of the offer in respect of

81.3 0/0 of the share capital and thus obtained control of the publicly

listed company AZ Electronic Materials S.A., Luxembourg (AZ).

The payments for the obtainment of control were as follows:

Acquired
shareholding (in 0/0) € million——
 

 

 
Purchase price for the obtainment of control 81.3 1,523.4

Acquired cash and cash equivalents —104.1

Payments for the obtainment of control less acquired cash and cash equivalents 81.3 1,419.3
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By June 27, 2014, the Group’s shareholding in AZ had increased to

99.8% and was then able to initiate a squeeze-out, which was

completed on July 2, 2014 with the acquisition of the remaining

shareholding of 0.2 0/0. The acquisition of non-controlling interests

CONSOLIDATED FINANCIAL STATEMENTS —» Notestathec-iroupaccounts

after May 2, 2014 was recognized in equity as a transaction with-

out a change of control. Above and beyond the purchase price to

obtain control, the following purchase price was paid in order

to increase the shareholding:

Acquired
shareholding (in 0/0) € million

Purchase price for the obtainment of control 81.3 1,523.4

Purchase priceIPayments for the acquisition of further shares after obtainment of control 18.7 351.3

Total purchase price before the deduction of acquired cash and cash equivalents 100.0 1,874.7

Business activities as well as sales and earnings contribution
of AZ

AZ is a leading global producer of specialty chemical materials that

generated sales of US$ 730.3 million (2012: US$ 793.9 million) and

profit after tax of US$ 57.3 million (2012: US$ 83.3 million) in
2013. Around 67.5% of sales were attributable to the IC Materials

division, which supplies process chemicals used to manufacture

integrated circuits in the highly differentiated premium segment.

The Optronics division accounted for approximately 32.5% of

sales in 2013. This division's portfolio includes light-sensitive

processing materials, or photoresists, for the manufacture of flat

panel displays, as well as silicon-chemistry-based products for

optoelectronics. As of the end of 2013, AZ had a total of 1,131 em-

ployees.

After May 2, 2014, the Group began to integrate AZ into the

Performance Materials division. The aim of the acquisition was to

further strengthen the Group’s materials and specialty chemicals

business by joining forces with one of the leading suppliers of

high-tech materials for the electronics industry.

The impact of the consolidation of AZ on sales as well as net

income after taxes between May 2, 2014 and December 31, 2014

amounted to € 374.7 million and € -52.5 million, respectively.

This result takes into account higher cost of sales owing to the

step-up of the acquired inventories to fair values.

Assuming the first-time consolidation of AZ had already taken

place as of January 1, 2014, sales of the Group for the period from

January 1 to December 31, 2014 would have amounted to € 11,471.3

million (compared with reported sales of € 11,291.5 million) and net

income after taxes would have been € 1,155.5 million (compared

with reported net income of € 1,164.8 million). The determination

of these figures assumed that the adjustments of the book values as

a result of the purchase price allocation would have been identical.

Purchase price allocation

The acquired assets and liabilities were recognized at the follow-

ing fair values on the date of the first-time consolidation. The

possibility of measuring non-controlling interests at fair values on

the acquisition date (full goodwill method) was not applied. The

purchase price allocation was completed as of the reporting date.
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The development of goodwill during the period from first-time

recognition and December 31, 2014 was as follows:

CONSOLIDATED FINANCIAL STATEMENTS —» NotestatheGIoupaccounts

Development

 

 

 

€million of goodwill—

Goodwill on May 2, 2014 818.4

Exchange rate effects 111.6
Goodwill on December 31. 2014 930.0

Within the scope of the acquisition, no contingent consideration

was agreed upon which the Group would possibly have to pay in

the future. The selling shareholders did not contractually indemnify

the Group for the outcome of a contingency or uncertainty related

to the acquired assets or liabilities. Costs of € 7.7 million directly

related to the acquisition of the company were recorded under

other operating expenses in 2014.

The most significant impact of the purchase price allocation

resulted from the remeasurement of intangible assets, property,

plant and equipment, as well as work in progress and finished

goods included in inventories at fair value. Since work in progress

and finished goods were sold within 2014, this led to additional

cost of sales offset by the sales achieved. As a result, the sale

of these inventories did not generate any additional income. The

intangible assets identified during the purchase price allocation

and recognized on the date of first-time consolidation were to the

largest extent attributable to technology-related intangible assets

and brand rights. The multi—period excess earnings method was

used for the valuation of technology-related intangible assets. The

relief from royalty method was used for the valuation of the brand

rights.

No contingent liabilities were identified in the course of the

purchase price allocation. The gross amounts of the acquired

receivables on the acquisition date were € 130.3 million. The best

possible estimate of the irrecoverable receivables amounted to less
than € 0.1 million.

Planned acquisition of the Sigma-Aldrich Corporation

Merck KGaA, Darmstadt, Germany, and the Sigma—Aldrich Corpo-

ration, a life science and high—tech enterprise headquartered in St.

Louis, (USA) (Sigma-Aldrich), announced on September 22, 2014

that they had entered into a merger agreement under which the

Group will acquire Sigma—Aldrich for a total purchase price of

approximately US$ 17.0 billion or approximately € 13.1 billion

(based on the exchange rate on September 22, 2014]. Sigma-

Aldrich shareholders approved the acquisition at an extraordinary

shareholders' meeting on December 5, 2014.

The Group received antitrust clearance of the planned acquisition
from the US. Federal Trade Commission (FTC) on December 23, 2014.

US. antitrust clearance satisfies a condition to closing the trans-

action, which remains subject to certain other closing conditions,

including regulatory approval in other jurisdictions. Merck KGaA,

Darmstadt, Germany, expects the transaction to close by mid—2015.

The purchase price will be financed through a combination of

cash on the Group’s balance sheet, bank loans and bonds. The vast

majority of the currency risk stemming from the payment of the

purchase price in US. dollars has been hedged using standard

derivatives (forward exchange transactions and currency options)

in line with the requirements for cash flow hedge accounting.

Divestment of the Discovery and Development Solutions
business field

Effective March 31, 2014, the Discovery and Development Solu-
tions business field of the Life Science division was sold to Eurof—

ins Scientific SA, Luxembourg. The assets sold were reported as

a disposal group in the consolidated financial statements as of

December 31, 2013 and included property, plant and equipment,

inventories, and goodwill allocated to the business field. The sell-

ing price was € 22.6 million. In accordance with the contractual

agreement, € 20.9 million of this amount was received as of the

end of the reporting period.
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(5) JOINT ARRANGEMENTS

OF MATERIAL SIGNIFICANCE

Strategic alliance with Pfizer Inc., USA, to co-develop and

co-commercialize active ingredients in immuno—oncology

On November 17, 2014 the Group announced that it had entered

into a global strategic alliance with Pfizer Inc., USA, (Pfizer) to

develop and commercialize the anti-PD-L1 antibody avelumab

(also known as MSB0010718C). This antibody is currenfly in clin-

ical development by the Biopharmaceuticals division in a Phase I

trial as a potential treatment for various tumor types. A Phase H

study in patients with Merkel cell carcinoma was initiated in July

2014. The compound will be developed as a single agent as well as

in various combinations with Pfizer's and the Group's broad port-

folio of approved and investigational pipeline candidates. As part

of the strategic alliance, the two companies will also combine re-

sources and expertise to advance Pfizer's anti-PD-1 antibody into

Phase I trials with the potential to co-develop and co-commercialize

this asset in the future. The overriding objective of the strategic

alliance is to share the risks of development and to accelerate the

two companies’ presence in immuno—oncology.

According to the collaboration agreement, during the develop-

ment period the two partners will equally share the development

expenses. In a potentially later commercialization phase, the

Group will recognize the vast majority of sales from the anti-

PD-L1 antibody while the net result of the sales and certain

defined expense components will be shared equally among Pfizer

and the Group.

The implementation of the collaboration agreement will not

be structured through a separate vehicle. This means that the assets,

and obligations for the liabilities attributable to the contractual

arrangement are owned by the two contracting companies.

Decisions about the relevant activities require unanimous consent

in accordance with the collaboration agreement. Therefore, the

accounting rules governing joint operations pursuant to IFRS 11

are applied and the Group records the assets, liabilities, revenues

and expenses attributable to the collaboration in accordance with

the respectively valid IFRS.

Under the terms of the agreement, Pfizer made an upfront

cash payment of US$ 850 million (€ 678.3 million) to the Group

after the closing. Pfizer also committed to make development and

commercial milestone payments ofup to US$ 2 billion to the Group.

Based on the collaboration agreement, the Group and Pfizer will
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also co-promote Xalkori@ (crizotinib), a drug for the treatment of

non small cell lung cancer in the United States and certain other

major markets, over a multi-year period. During co-promotion of

the product, the Group will receive from Pfizer cost reimburse-

ments and a share of the profits. The fair value of the right was

determined by an independent external appraiser by applying the

multi-period excess earnings method (MEEM) and amounts to

US$ 369 million (€ 294.4 million). The entitlement to the right was

capitalized on the date it was granted and will be amortized over

the term of the agreement.

On the date of the closing of the collaboration agreement,

both the upfront payment received and the value of the right to

co-promote Xalkori® were recognized in the balance sheet as
deferred income within other liabilities. Both amounts will be

recognized as income over the expected period in which the Group

is to meet certain obligations during the development phase and

will be disclosed under royalty, license and commission income.

More information on the exercise of management judgments and
estimation uncertainties can be found in Note [7].

Apart from the aforementioned accounting impact, the agree-

ment had no material effect on the net assets, financial position

and results of operations in the reporting period.

Agreement with Threshold Pharmaceuticals Inc., USA, to

co-develop and commercialize evofosfamide

In February 2012, the Biopharmaceuticals division entered into

a global agreement with Threshold Pharmaceuticals, Inc., USA,

(Threshold) to co-develop and commercialize evofosfamide (also

known as TH-302), a chemical molecule for use in oncology. Evo-

fosfamide is currently being investigated in two Phase III clinical

trials in patients with advanced unresectable or metastatic soft

issue sarcoma and advanced pancreatic cancer.

Under the terms of the agreement, the Group received co-

development rights as well as exclusive global commercialization

rights. Threshold has an option to co-commercialize the compound

in the United States. In fiscal 2012, the Group made an upfront

payment in the amount of € 18.7 million and since then has made

additional milestone payments for development activities in the

amount of € 64.0 million. The Group bears 70% of worldwide

development costs for evofosfamide. The assets, liabilities, income

and expenses in connection with the agreement are recognized by

the Group in accordance with the relevant IFRSs.
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Agreement with Eli Lilly and Company, USA, and Bristol-

Myers Squibb Company, USA, on the co-commercialization

of Erbitux® in Japan

In October 2007, the Biopharmaceuticals division entered into an

agreement with ImClone Systems Inc., USA (which has now

merged into Eli Lilly and Company, USA) and Bristol-Myers

Squibb Company, USA (BMS) on the co-development and co-

commercialization of Erbitux® (cetuximab), a drug indicated for the
treatment of metastatic colorectal cancer, as well as for other can-

cers, in Japan. Pursuant to the agreement, the Biopharmaceuticals

division distributes the product and books the sales for the collab-

oration. The Group receives 50% of the profit or loss from sales of

Erbitux® in Japan, while Eli Lilly and BMS each receive 25%. In

addition, Eli Lilly receives a royalty equal to 4.75% of total net

sales of Erbitux® in Japan from the Group. The Group records the

assets, liabilities, revenues and expenses related to the agreement

in accordance with the respectively valid IFRS. In 2014, the Group

CONSOLIDATED FINANCIAL STATEMENTS —» Notestathec-iroupaccounts

received sales of € 113.2 million from the commercialization of

Erbitux® in Japan (2013: € 115.1 million). On February 13, 2015,

Merck KGaA, Darmstadt, Germany, announced that full promo-

tional responsibiltiy for Erbitux® in Japan will be transferred to

the Group as of May 1, 2015.

Agreement with Bristol-Myers Squibb Company, USA, for

the co-commercialization of Glucophage® in China

In March 2013, the Biopharmaceuticals division entered into an

agreement with Bristol-Myers Squibb, USA, on the co-commercial-

ization of the antidiabetic agent Glucophage® (active ingredient:

metformin hydrochloride) for the treatment of type 2 diabetes

in China. The Group records the assets, liabilities, revenues and

expenses related to the agreement in accordance with the respec-

tively valid IFRS. In 2014, the Group received commission income

of € 58.4 million for the co-commercialization of Glucophage@
(2013: € 12.8 million).
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CONSOLIDATED FINANCIAL STATEMENTS —> NotestotheGroupaccounts

ACCOUNTING POLICIES

With the exception of the two changes described in the following,

the accounting and measurement principles have remained

unchanged in comparison with the previous year.

Effective January 1, 2014, two product groups, Neurobion®

(a vitamin B-based analgesic) and Floratil® (a probiotic anti—

diarrheal], were transferred from the Biopharmaceuticals division

to the Consumer Health division. A detailed presentation of the

associated disclosure changes in Segment Reporting can be found
in Note [52].

181

Amortization of intangible assets (excluding software), which was

previously disclosed in a separate line in the income statement,

was allocated to the corresponding functional costs in 2014. This

has been done in particular to ensure improved comparability of

the income statement of the Group with other companies. The

amortization relates mainly to intangible assets recognized within

the scope of the purchase price allocations for the acquisitions of

Serono SA, the Millipore Corporation as well as AZ Electronic

Materials S.A. Amortization of software was already allocated to

the functional costs in the past. The accounting policy change has

led to an increase in marketing and selling expenses, cost of sales

as well as research and development costs. The previous year’s

figures have been adjusted accordingly and are presented in the

following table:

 

 

 

 

 

 

 

 

 

 

 

2013

emf/lion reported adjustment adjusted———

Sales 10.700.1 - 10.700.1

Royalty, license and commission income 395.0 — 395.0
Total revenues 11,095.1 - 11,095.1

Cost of sales —2,992.5 —49.2 —3,041.7

Gross margin 8,102.6 -49.2 8,053.4

Marketing and selling expenses — 2,326.5 — 762.0 — 3,088.5

Royalty, license and commission expenses —567.0 — —567.0

Administration expenses — 562.4 — — 562.4

Research and development costs —1,504.3 —2.3 —1,506.6

Other operating expenses and income — 718.1 — — 718.1

Amortization of intangible assets —813.5 813.5 —

Operating result (EBIT) 1,610.8 - 1,610.8
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1�öü�ýùûùüýþ�ý�þ���úø����ýûþü�þ�úú�ûú"þ�ù��ù�ùûù�úþ�ý�þöüýûùý��ýûþ�ù��ù�ùûù�úþ�ö÷øù���þùýþû��þöüýû�)ûþü�þ�øúùý�úúþöü��ùý�ûùüýúª«¬�°¬¶Í½¬°¬²¹�̄º�¶¶¬¹¶Á�·́¼́·́¹́¬¶�²̧�®̄²¹́²µ¬²¹�·́¼́·́¹́¬¶�¹�º́½�Å·Í¬�¶�±½¹�̄º�±Í½®«¶¬�±½́®¬�··̄®¹́̄²¶�́¶�¶Í¼�¬®¹�¹̄�¬¶¹́°¹¬¶�Æ«́®«�½¬�±½¬±½¬̧�Í¶́²µ�¹«¬�¶¬½Ǻ®¬¶�̄º�¬ñ¹¬½²·�Å·Í¹́̄²��¬ñ±¬½¹¶Ó�ª«¬�º́½�Å·Í¬¶�̄º�¹«¬�¶¶¬¹¶�²̧�·́¼́·́¹́¬¶�½¬®̄µ²́×¬̧�¶�±½¹�̄º�¹«¬�±Í½®«¶¬�±½́®¬�··̄®¹́̄²�̄º�Ëó�Ú·¬®¹½̄²́®�Ç¹¬½́·¶�ÎÓËÓ�²̧�ºÍ½¹«¬½�́²º̄½°¹́̄²�̄²�¹«́¶�®ÛÍ́¶́¹́̄²Á�Æ«́®«�®·̄¶¬̧�́²�¹«¬�½¬±̄½¹́²µ�±¬½́̄ Á̧�®²�¼¬�º̄Í²̧�́²�ë̄¹¬�ìÄíÓ
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(7) MANAGEMENT JUDGMENTS AND

SOURCES OF ESTIMATION UNCERTAINTY

The preparation of the consolidated financial statements requires

management to make judgments and assumptions as well as esti-
mates to a certain extent. This affects the amount of assets and

liabilities, disclosures on contingent assets and liabilities, as well

as reported income and expenses. Actual values may differ from

the estimates made and assumptions and judgments may subse-

quenfly prove inaccurate. This is of fundamental importance for

the understanding of these consolidated financial statements and

the assessment of the underlying risks. The relevant assumptions

and estimates for the preparation of the consolidated financial

statements are reviewed on an ongoing basis. Changes in estimates

are considered in the period of the change and in subsequent

periods if the change relates to both the reporting period and also

future periods. Judgments, forward-looking assumptions and

sources of estimation uncertainty with the greatest potential

effects on these consolidated financial statements are presented
below.

Recognition and measurement of assets, liabilities and

contingent liabilities acquired in the context of business
combinations

The measurement of assets, liabilities and contingent liabilities at

fair value as part of purchase price allocations is subject to estimates

which are prepared using the services of external valuation

experts. The fair values of the assets and liabilities recognized as

part of the purchase price allocation of AZ Electronic Materials

SA. and firrther information on this acquisition, which closed in

the reporting period, can be found in Note [4].

Sales deductions

The Group grants its customers various kinds of rebates and dis-

counts. In addition, expected product returns, state compulsory

charges and rebates from health plans and programs are also
deducted from sales.

The most significant portion of these deductions from sales is

attributable to the Biopharmaceuticals division. The most complex

and most substantial rebates in this division relate to government

rebate programs in North America such as the U.S. Federal Medi-

care Program and the U.S. Medicaid Drug Rebate Program. Other

significant sales deductions in the division result from compulsory

government rebate programs in certain European countries.
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Insofar as sales deductions were not already made on payments

received, the Group determines the level of sales deductions on the

basis of current experience and recognizes them as a liability. The

sales deductions reduce gross sales revenues. Adjustments of lia-

bilities can lead to increases or reductions of sales in later periods.

Impairment tests of goodwill and other intangible assets
with indefinite useful lives

The goodwill (carrying amount as of December 31, 2014: € 5,693.9

million I 2013: € 4,583.2 million) and other intangible assets with

indefinite useful lives (carrying amount as of December 31, 2014:

€ 168.7 million I 2013: € 214.9 million) reported in the consolidated

financial statements are tested for impairment when a triggering

event arises or at least once a year. Impairment losses for goodwill

were not required to be recognized in the year under review. In

contrast, impairment losses of other intangible assets with indefinite
useful lives were recorded in the amount of € 84.8 million (2013:

€ 1.3 million); these were mainly attributable to the termination of

development projects.

Goodwill and intangible assets with indefinite useful lives that

do not generate any independent cash flows are allocated to cash-

generating units within the scope of the impairment test. A cash-

generating unit is a division as presented in the Segment Reporting.

When testing for potential impairments, the Group determines

the recoverable amount by discounting expected cash flows and
therefore uses the value-in-use method. Reference is made to the

latest forecasts approved by the company management that cover

a period of five years. Cash flows for periods in excess of this are

included using an individualized long-term growth rate for the

specific cash-generating unit.

The impairment tests include assumptions and estimates of

the amount of future cash flows and the discount rate. Among

other things, market observations, and — if available — market

data, target-actual deviations, detailed plans as well as past expe-
rience form the basis for the estimates of future cash flows.

Assumptions and estimates relate in particular to fixture customers,

saleable quantities, achievable prices, corresponding cost develop-

ments, the long-term growth rate and the weighted average cost

of capital (WACC) used for discounting. All of these assumptions

are considered a source of estimation uncertainty due to their

inherent uncertainty. The following long-term growth rates and

discount rates were used to conduct the goodwill impairment tests

of the cash-generating units:
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Weighted average Weighted average
€million/% Goodwill as of Long-term cost of capital cost of capital
2014 Dec. 31, 2014 growth rate after tax before tax————

Biopharmaceuticals 1,601.5 0.0 7.2 9.3
Consumer Health 243.1 2.0 6.9 8.4

Life Science 2,911.1 2.0 6.8 7.8
Performance Materials 938.2 1.0 6.3 7.8

Weighted average Weighted average
€million/% Goodwill as of Long-term cost of capital cost of capital
2013 Dec. 31, 2013 growth rate after tax before tax————

Biopharmaceuticals 1,680.0 0.0 6.5 8.1
Consumer Health 164.1 2.5 7.2 8.8

Life Science 2,730.9 2.8 7.6 8.8
Performance Materials 8.2 1.0 6.4 8.3 

The amount of the value in use is primarily affected by the terminal

value, which is particularly sensitive to changes in the long—term

growth rate and the discount rate. Even if the actual future cash

flows were one percentage point lower than the expected cash

flows, there would be no need to record impairment losses for

goodwill. Likewise, there would be no need to record impairment

losses if future cash flows were discounted by a weighted average

cost of capital after tax that was one percentage point higher.

Determination of the level of amortization of intangible
assets with finite useful lives

In addition to goodwill and other intangible assets with indefinite

useful lives, the Group has a significant amount of intangible

assets with finite usefill lives (carrying amount as of December 31,
2014: € 5,496.1 million] 2013: € 5,026.8 million]. Substantial

assumptions and estimates are required to determine the appropriate

level of amortization of these intangible assets. This relates in

particular to the determination of the underlying remaining useful

life. The parameter is reviewed by the Group and adjusted if

necessary at least at the end of every fiscal year. In these estimates,

the Group considers factors including the typical product life

cycles for each asset and publicly available information about the

estimated useful lives of similar assets. Despite these analyses, the

assumed useful lives can prove false at a later date because of the

high degree of uncertainty.

If the amortization of intangible assets from market authoriza-

tions, patents, licenses and similar rights, capitalized brand names

and trademarks had been 10% higher, for example due to shortened

remaining useful lives, profit before income tax would have been
€ 84.2 million lower in fiscal 2014 (2013: reduction of € 81.4

million]. In fiscal 2014, a reduction of the usefill lives of the intan-

gible assets reported in connection with the drug Rebif’ by one

year would have lowered profit before income tax by € 73.6 million
(2013: € 61.4 million).

Research and development collaborations as well as

in- and out-licensing of intangible assets

The Group is regularly a partner of research and development

collaborations with research institutions, biotechnology companies

and other contract partners. These collaborations are aimed at

developing marketable products. The Group also enters into in-

licensing agreements regarding intellectual property of contract

partners. Such agreements typically involve making upfront pay-

ments and payments for the achievement of certain milestones

related to development and marketing progress. In this context,

the Group has to judge to what extent up—front or milestone

payments represent remuneration for services provided (ongoing

research and development expense] or whether such payments

result in an in-licensing of an intangible asset that has to be cap-

italized. This assessment is normally subject to judgment.
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CONSOLIDATED FINANCIAL STATEMENTS —> Natestothec-Iroupaccounts

The Group also receives upfront and milestone payments as part

of research and development collaborations or out-licensing

agreements. In this context, income may only be recognized if

the Group has transferred any material risks and rewards of an

intangible asset to the acquirer, has no interest in the remaining

business activities and has no other continuing commitment. If

these criteria are not deemed to be met, the received payments are

deferred and recognized over the period in which the Group is

expected to fulfill its performance obligations. Both the assess-

ment of the revenue recognition criteria and the determination of

the appropriate period during which revenue is recognized are

subject to judgment. If the upfront payment, which was agreed as

part of the strategic alliance with Pfizer Inc., USA, entered into

during the reporting period and which was received in cash and

deferred as a liability, had been deferred and recognized in the

income statement over a shorter period reduced by one year, profit

before income tax for fiscal year 2014 would have increased by
€ 2.7 million.

Identification of impairment of non—financial assets

Judgments are required in the identification of existing indications

of impairment of intangible assets and property, plant and equip-

ment. As of December 31, 2014, the carrying amounts of these
assets amounted to € 14,3853 million (2013: € 12,514.4 million).

The Group uses external and internal information to identify indi-

cations of impairment. For example, the approval of a competing

product in the Biopharmaceuticals division or the closure of a

location can be an indicator of impairment. Nevertheless, the

Group's analysis of indications of impairment can prove too

optimistic, too pessimistic or incorrect in hindsight due to the high

degree of uncertainty. This would result in impairment tests being

carried out too late, too early or erroneously not carried out at all.

Impairment of financial assets

On every reporting date, the Group reviews whether there is any

objective evidence that a financial asset is impaired and, if this is

the case, carries out the impairment to the extent estimated as

necessary. Particularly important in this context are impairment

losses on trade receivables whose carrying amount was € 2,23 5.6
million in 2014 (2013: € 2,021.4).

Significant indicators for the identification of impaired receiv-

ables and the subsequent impairment tests are in particular

payment default or delay in the payment of interest or principal,

negative changes in economic or regional economic framework
conditions as well as considerable financial difficulties of a debtor.

These estimates are discretionary and can later prove to be incorrect.
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Other provisions

As a global Group for high-tech products in the pharmaceutical

and chemical industries, the Group is exposed to a multitude of

litigation risks. In particular, these include risks from product

liability, competition and antitrust law, pharmaceutical law, patent

law, tax law and environmental protection. The Group is engaged

in legal proceedings and official investigations, the outcomes of

which are uncertain. A detailed description of the most important

legal matters as of the balance sheet date can be found in Note

[48]. The provisions recognized for legal disputes mainly relate to

the Biopharmaceuticals division and amounted to € 393.1 million

as of the reporting date (2013: € 772.3 million). To assess the exis-

tence of a reporting obligation and to quantify pending outflows

of resources, the Group draws on the knowledge of the legal

department as well as any other outside counsel.

In spite of this, both the assessment of the existence of a pres-

ent obligation and the estimate of the probability of a future

outflow of resources are highly subject to uncertainty. Equally, the

evaluation of a possible payment obligation is to be considered

a major source of estimation uncertainty.

To a certain extent, the Group is obliged to take measures to

protect the environment and reported provisions for environmen-

tal protection of € 123.7 million as of December 31, 2014 (2013:

€ 111.2 million). The underlying obligations were located mainly

in Germany and the United States. Provisions were recognized

primarily for obligations from soil remediation and groundwater

protection in connection with the discontinued crop protection
business.

The calculation of the present value of the future settlement

amount requires, among other things, estimates of the firture

settlement date, the actual severity of the identified contamination,

the applicable remediation methods and the associated firture

costs. The measurement is carried out regularly in consultation

with independent experts. In spite of this, the determination of the

fixture settlement amount of the provisions for environmental pro-

tection measures is subject to a considerable degree of uncertainty.

In the event of the discontinuation of clinical development

projects, the Group is regularly required to bear unavoidable sub-

sequent costs for a certain firture period of time. The measurement

of these provisions requires estimates regarding the length of time

and the amount of the subsequent costs.
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Provisions for pensions and other post-employment benefits

The Group maintains several defined benefit pension plans, par-

ticularly in Germany, Switzerland and the United Kingdom. The

determination of the present value of the obligation from these

defined benefit pension plans primarily requires estimates of the

discount rate, future salary increases, future pension increases and
future cost increases for medical care.

Detailed information on the existing pension obligations and

a sensitivity analysis of the parameters named above are provided

in Notes [22] and [49]. As of the reporting date, the amount

recorded on the balance sheet for provisions for pensions and

other post-employment benefits was € 1,820.1 million (2013:

€ 910.9 million). The present value of the defined benefit pension

obligation was € 3,812.7 million as of December 31, 2014 (2013:
€ 2,736.8 million).

Income taxes

The calculation of the reported assets and liabilities from deferred

and current income taxes requires extensive discretionary judg-

ments, assumptions and estimates. Income tax liabilities were
€ 849.8 million as of December 31, 2014 (2013: € 465.1 million).

The carrying amounts of deferred tax assets and liabilities amounted

to € 992.9 million and € 818.4 million, respectively, as of the

reporting date (2013: € 736.4 million and € 665.5 million, respec-

fively).

The recognized income tax liabilities and provisions are par-

tially based on estimates and interpretations of tax laws and

ordinances in different jurisdictions.

With regard to deferred tax items, there is a high degree of

uncertainty concerning the date on which an asset is realized or a

liability settled and concerning the tax rate applicable on this date.

This particularly relates to deferred tax liabilities recognized in the

context of the acquisitions of Serono SA, the Millipore Corporation

and AZ Electronic Materials S.A. The recognition of deferred tax

assets from loss carryforwards requires an estimate of the prob-

ability of the future realizability of loss can'yforwards. Factors

considered in this estimate are results history, results planning and

any tax planning strategy of the respective Group company.

Other judgments, assumptions and sources of estimation

uncertainty

The Group makes other judgments, assumptions and estimates in

the following areas:
—> Classification of financial assets and financial liabilities

—> Hedge accounting for cash flows from highly probable forecast

transactions and firm purchase commitments
—> Determination of the fair value of financial instruments clas-

sified as available-for-sale and of derivative financial instru-
ments

—> Determination of the fair value of the liability for share-based

compensation

—> Determination of the fair value of plan assets

CONSOLIDATED FINANCIAL STATEMENTS —» Notestathec-Iroupaccounts

(8) CONSOLIDATION METHODS

The consolidated financial statements are based on the single-

entity financial statements of the consolidated companies as of

the balance sheet date, which were prepared applying consistent

accounting policies in accordance with IFRS.

Acquisitions are accounted for using the purchase method in

accordance with IFRS 3. Subsidiaries acquired and consolidated for

the first time were measured at the carrying values at the time of

acquisition on the basis of financial statements prepared for this

purpose. Differences resulting in this connection are recognized as
assets and liabilities to the extent that their fair values differ from

the values actually carried in the financial statements. Any remain-

ing — and usually positive — difference is recognized as goodwill

within intangible assets, and is subjected to an impairment test if

there are indications of impairment, or at least once a year.

In cases where a company was not acquired in full, non-con-

trolling interests are measured using the fair value of the propor-

tionate share of net assets. The option to measure non-controlling

interests at fair value (full goodwill method) was not utilized.

When additional shares in a non-controlling interest are ac-

quired, the purchase price amount that exceeds the carrying

amount of this interest is recognized immediately in equity.

IFRS 11, which has been applicable since 2014, is applied forjoint

arrangements. A joint arrangement exists when, on the basis of

a contractual arrangement, the Group and third parties jointly
control business activities. Joint control means that decisions

about the relevant activities require unanimous consent. Joint ar-

rangements are eitherjoint operations or joint ventures. Revenues

and expenses as well as assets and liabilities from joint operations

are included in the consolidated financial statements on a pro rata

basis in accordance with the Group's rights and obligations. By

contrast, interests in joint ventures as well as in material asso-

ciates over which the Group has significant influence are included

in accordance with IAS 28 using the equity method of accounting.

Intragroup sales, expenses and income, as well as all receiv-

ables and payables between the consolidated companies, were

eliminated. The effects of intragroup deliveries reported under

non-current assets and inventories were adjusted by eliminating

any intragroup profits. In accordance with IAS 12, deferred taxes

are applied to these consolidation measures.
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CONSOLIDATED FINANCIAL STATEMENTS —> NatestotheGroupaccounts

The functional currency concept applies to the translation of

financial statements of consolidated companies prepared in foreign

currencies. The subsidiaries of the Group generally conduct their

operations independently. The functional currency of these com—

panies is normally the respective local currency. Assets and liabil—

ities are measured at the closing rate, and income and expenses

are measured at weighted average annual rates in euros, the

reporting currency. Any currency translation differences arising

during consolidation of Group companies are taken directly to

equity. If Group companies are deconsolidated, existing currency

differences are reversed and reclassified to profit or loss. The local

currency is not the filnctional currency at only a few subsidiaries.

When the financial statements of consolidated companies are

prepared, business transactions that are conducted in currencies
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other than the functional currency are recorded using the current

exchange rate on the date of the transaction. Foreign currency

monetary items (cash and cash equivalents, receivables and pay—

ables) in the year-end financial statements of the consolidated

companies prepared in the filnctional currency are translated at

the respective closing rates. Exchange differences from the trans—

lation of monetary items are recognized in the income statement

with the exception of net investments in a foreign operation.

Hedged items are likewise carried at the closing rate. The resulting

gains or losses are eliminated in the income statement against

offsetting amounts from the fair value measurement of deriva—
tives.

Currency translation was based on the following key exchange
rates:

 

 

 

 

 

 

Average annual rate Closing rate
6‘ 1 = 2014 2013 Dee. 31, 2014 Dec. 31, 2013————

British pound (GBP) 0.805 0.848 0.781 0.834
Chinese renminbi (CNY) 8.167 8.178 7.534 8.345

Japanese yen (J PY) 140.594 129.016 145.392 144.729
Swiss franc (CH F) 1.214 1.228 1.203 1.227

Taiwan dollar (TWD) 40.172 39.471 38.448 41.128

US. dollar (USD) 1.325 1.330 1.215 1.379 

Sales are recognized net of sales—related taxes as well as sales

deductions. They are recognized once the goods have been deliv—

ered or the services have been rendered, the significant risks and

rewards of ownership have been transferred to the purchaser, the

amount of revenue can be measured reliably, and it is probable

that the economic benefits will flow to the entity. When sales are

recognized, estimated amounts are taken into account for expected

sales deductions, for example rebates, discounts and returns.

In addition to revenue from the sale of goods, sales also include

revenue from services, but the volume involved is insignificant.

Long—term, customer—specific manufacturing contracts do not exist.

Depending on the substance of the relevant agreements, roy—

alty, license and commission income is recognized either immedi—

ately or is recognized when the contractual obligation is firlfilled.

Dividend income is recognized when the shareholders' right to

receive the dividend is established. This is normally the date of the

dividend resolution. Interest income is recognized in the period in
which it is earned.
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Research and development costs comprise the costs of research

departments and process development, the expenses incurred as

a result of research and development collaborations as well as the

costs of clinical trials (both before and after approval is granted].

The costs of research cannot be capitalized and are expensed

in full in the period in which they are incurred. As internally gen-

erated intangible assets, it is necessary to capitalize development

expenses if the cost of the internally generated intangible asset can

be reliably determined and the asset can be expected to lead to fu-

ture economic benefits. The condition for this is that the necessary

resources are available for the development of the asset, technical

feasibility of the asset is given, its completion and use are intended,

and marketability is given. Owing to the high risks up to the time

that pharmaceutical products are approved, these criteria are not

met in the pharmaceutical business. Costs incurred after regulatory

approval are usually insignificant and are therefore not recognized

as intangible assets. Owing to the risks existing up until market

launch, development expenses in the Performance Materials and

the Life Science divisions can likewise not be capitalized.

Reimbursements for R&D are offset against research and

development costs.

A financial instrument is any contract that gives rise to both

a financial asset of one entity and a financial liability or equity

instrument of another entity. A distinction is made between non-
derivative and derivative financial instruments.

Derivatives can be embedded in other financial instruments or

in non-financial instruments. Under IFRS, an embedded derivative

must be separated from the host contract and accounted for sepa-

rately at fair value if the economic characteristics of the embedded

derivative are not closely related to the economic characteristics

of the host contract. Issued compound financial instruments with

both an equity and a liability component must be recognized

separately depending on their characteristics. The Group was not

a party to hybrid or compound financial instruments during the

fiscal year.

As a rule, the Group accounts for regular way purchases
or sales of financial instruments at the settlement date and of

derivatives at the trade date.

Financial assets and financial liabilities are generally mea-

sured at fair value on initial recognition, if necessary including
transaction costs.

Financial assets are derecognized in part or in full if the

contractual rights to the cash flows from the financial asset have
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expired or if control and substantially all the risks and rewards of

ownership of the financial asset have been transferred to a third

party. Financial liabilities are derecognized if the contractual

obligations have been discharged, cancelled, or expired. Cash and

cash equivalents are carried at nominal value.

Financial assets and liabilities are classified into the following

IAS 39 measurement categories and IFRS 7 classes. The classes

required to be disclosed in accordance with IFRS 7 consist of the

measurement categories set out here. Additionally, cash and cash

equivalents with an original maturity of up to 90 days, finance

lease liabilities, and derivatives designated as hedging instruments
are also classes in accordance with IFRS 7. There were no reclassi-

fications between the aforementioned measurement categories

during the fiscal year.

Financial assets and financial liabilities at fair value

through profit or loss

“Financial assets and financial liabilities at fair value through

profit or loss" can be both non—derivative and derivative financial

instruments. Financial instruments in this category are subse-

quently measured at fair value. Gains and losses on financial

instruments in this measurement category are recognized directly

in the income statement. This measurement category includes an

option to designate non-derivative financial instruments as "at

fair value through profit or loss” on initial recognition (fair value

option) or as “financial instruments held for trading”. The fair

value option was not applied during the fiscal year. The Group only

assigns derivatives to the “held for trading” measurement category.

Special accounting rules apply to derivatives that are designated

as hedging instruments in a hedging relationship.

Held to maturity investments

"Held to maturity investments” are non-derivative financial assets

with fixed or determinable payments and a fixed maturity that are

quoted in an active market. To be able to assign a financial asset

to this measurement category, the entity must have the positive

intention and ability to hold it to maturity. These investments are

subsequently measured at amortized cost. If there is objective

evidence that such an asset is impaired, an impairment loss is

recognized in profit or loss. Subsequent reversals of impairment

losses are also recognized in profit or loss up to the amount of the

original cost of the asset. Within in the Group this measurement

category is used for current and non—current financial assets.
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CONSOLIDATED FINANCIAL STATEMENTS —> Notestothec-Iroupaccounts

Loans and receivables

“Loans and receivables" are non-derivative financial assets with

fixed or determinable payments that are not quoted in an active

market. They are subsequently measured at amortized cost. If

there is objective evidence that such assets are impaired, an im-

pairment loss is recognized in profit or loss. Subsequent reversals

of impairment losses are also recognized in profit or loss up to the

amount of the original cost of the asset. Long-term non-interest-

bearing and low-interest receivables are measured at their present

value. The Group primarily assigns trade receivables, loans, and
miscellaneous other current and non—current receivables to this

measurement category. The Group always uses a separate allow-

ance account for impairment losses on trade and other receivables.

Amounts from the allowance account are recognized in the carry-

ing amount of the corresponding receivable as soon as this is

settled or derecognized due to irrecoverability.

Available-for-sale financial assets

“Available-for-sale financial assets" are those non-derivative

financial assets that are not assigned to the measurement categories

“financial assets and financial liabilities at fair value through profit

or loss”, “held-to-maturity investments" or “loans and receivables".

Financial assets in this category are subsequently measured at fair

value. Changes in fair value are recognized immediately in equity

and are only transferred to the income statement when the financial

asset is derecognized. If there is objective evidence that such an

asset is impaired, an impairment loss is recognized immediately in

the income statement, including any amounts already recognized

in equity. Reversals of impairment losses on previously impaired

equity instruments are recognized immediately in equity. Rever-

sals of impairment losses on previously impaired debt instruments

are recognized in profit or loss up to the amount of the impair-

ment loss. Any amount in excess of this is recognized direcfly in

equity. In the Group this measurement category is used in partic-
ular for securities and financial assets, as well as interests in sub-

sidiaries that are not consolidated due to secondary importance

(affiliates). Financial assets in this category for which no fair value

is available or fair value cannot be reliably determined are mea-

sured at cost less any cumulative impairment losses. Impairment

losses on financial assets carried at cost may not be reversed.

Other liabilities

Other liabilities are non-derivative financial liabflities that are

subsequently measured at amortized cost. Differences between the

amount received and the amount to be repaid are amortized to

profit or loss over the maturity of the instrument. The Group

primarily assigns financial liabilities, trade payables, and miscel-
laneous other non-derivative current and non—current liabflities to

this category.
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(14) FINANCIAL INSTRUMENTS:

DERIVATIVES AND HEDGE

ACCOUNTING

The Group uses derivatives solely to economically hedge recognized

assets or liabilities and forecast transactions. The hedge accounting

rules in accordance with IFRS are applied to some of these hedges.

A distinction is made between fair value hedge accounting and

cash flow hedge accounting. Designation of a hedging relation-

ship requires a hedged item and a hedging instrument. In the

Group all hedges relate to recognized or highly probable hedged

items. The Group currently only uses derivatives as hedging
instruments.

The hedging relationship must be effective at all times, i.e. the

change in fair value of the hedging instrument fully offsets changes

in the fair value of the hedged item. The Group uses the dollar

offset method as well as regression analyses to measure hedge

effectiveness. Derivatives that do not or no longer meet the docu-

mentation or effectiveness requirements for hedge accounting,

whose hedged item no longer exists, or for which hedge account-

ing rules are not applied are reported as “financial assets and

liabilities at fair value through profit or loss". Changes in fair value

are then recognized in profit or loss.

As a rule, the purpose of a fair value hedge is to offset the

exposure to changes in the fair value of recognized hedged items

(financial assets or financial liabilities) through offsetting changes

in the fair value of a hedging instrument. Gains and losses on the

hedging instrument resulting from changes in fair value are rec-

ognized in profit or loss, net of deferred taxes. Offsetting gains

and losses on the hedged item that are attributable to the hedged

risk are also recognized in profit or loss, irrespective of the item's

allocation to a measurement category.

In the Group cash flow hedges normally relate to highly

probable forecast transactions in foreign currency and to firture

interest payments. In cash flow hedges, the effective portion of the

gains and losses on the hedging instrument is recognized in equi-

ty until the hedged expected cash flows affect profit or loss. This

is also the case if the hedging instrument expires, is sold, or is

terminated before the hedged transaction occurs and the occur-

rence of the hedged item remains likely. The ineffective portion of

a cash flow hedge is recognized direcfly in profit or loss.
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Other non-financial assets are carried at amortized cost. Allowances

are recognized for any credit risks. Long-term non-interest—bearing

and low—interest receivables are carried at their present value. Other

non—financial liabilities are carried at the amount to be repaid.

Inventories are carried at the lower of cost or net realizable value.

When determining cost, the “first—in, first—out” (FIFO) and weighted

average cost formulas are used. In addition to directly attributable

unit costs, manufacturing costs also include overheads attribut-

able to the production process, which are determined on the basis

of normal capacity utilization of the production facilities.
Inventories are written down if the net realizable value is lower

than the acquisition or manufacturing cost carried in the balance
sheet.

Since the products are not manufactured within the scope of

long—term production processes, the manufacturing cost does not

include any borrowing cost.

Inventory prepayments are recorded under other current assets.

Acquired intangible assets are recognized at cost and are classified

as assets with finite and indefinite useful lives. Self—developed

intangible assets are only capitalized if the requirements specified

by IAS 38 have been met. Intangible assets acquired in the course

of business combinations are recognized at fair value on the

acquisition date.

CONSOLIDATED FINANCIAL STATEMENTS —» NotestatheGIoupaccounts

Intangible assets with indefinite useful lives

Intangible assets with indefinite useful lives are not amortized;

however they are tested for impairment when a triggering event

arises or at least once a year. Here, the respective carrying amounts

are compared with the recoverable amount of the cash-generating

unit and impairments are recognized as required. Impairment

losses recognized on indefinite-life intangible assets other than

goodwill are reversed if the original reasons for impairment no

longer apply.

Goodwill is allocated to cash—generating units and tested for

impairment either annually or if there are indications of impair-

ment. A cash-generating unit is a division as presented in the

Segment Reporting. The carrying amounts of the cash-generating

units are compared with their recoverable amounts and impair-

ment losses are recognized where the recoverable amount is lower

than the carrying amount. The recoverable amount of a cash-

generating unit is determined as the higher of fair value less costs

to sell and value in use estimated using the discounted cash flow

method. When testing for potential goodwill impairments, the

Group determines the recoverable amount by discounting expected
cash flows and therefore uses the value—in—use method.

Intangible assets with finite useful lives

Intangible assets with a finite useful life are amortized using the

straight-line method. The useful lives of marketing authorizations,

acquired patents, licenses and similar rights, brand names, trade-

marks and software are between 3 and 19 years. Amortization of

intangible assets and software is allocated to the functional costs

in the income statement. An impairment test is performed if there

are indications of impairment. Impairment losses are determined

using the same methodology as for indefinite-life intangible

assets. Impairment losses are reversed if the original reasons for

impairment no longer apply.
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Property, plant and equipment is measured at cost less depreciation

and impairments plus reversals of impairments. The component

approach is applied here in accordance with [AS 16. Subsequent

costs are only capitalized if it is probable that future economic

benefits will arise for the Group and the cost of the asset can be

measured reliably. The cost of self-constructed property, plant and

equipment is calculated on the basis of the directly attributable

unit costs and an appropriate share of overheads. If the construc—

tion of property, plant and equipment takes a substantial period of
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time, the directly attributable borrowing costs incurred up until

completion are capitalized as part of the costs. In accordance with

[AS 20, costs are reduced by the amount of government grants in

those cases where government grants or subsidies have been paid

for the acquisition or manufacture of assets (grants related to

assets). Grants related to expenses which no longer offset future

expenses are recognized in profit or loss. Property, plant and

equipment is depreciated by the straight—line method over the

useful life of the asset concerned. Depreciation of property, plant

and equipment is based on the following useful lives:

USEFUL LIFE OF PROPERTY, PLANT AND EQUIPMENT

Useful life

 

Production buildings maximum of 33 years 

Administration buildings maximum of 40 years 

Plant and machinery 6 to 25 years 

Operating and office equipment; other facilities 3 to 10 years 

The useful lives of the assets are reviewed regularly and adjusted

if necessary. If indications of a decline in value exist, an impairment

test is performed. The determination of the possible need to recog—

nize impairments proceeds in the same way as for intangible assets.

If the reasons for an impairment loss no longer exist, a reversal of

the impairment loss recognized in prior periods is recorded.
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(19) LEASING

Where non-current assets are leased and economic ownership lies

with the Group (finance lease), the asset is recognized at the pres-

ent value of the minimum lease payments or the lower fair value

in accordance with IAS 17 and depreciated over their useful life.

The corresponding payment obligations from future lease pay-

ments are recorded as liabilities. If an operating lease is concerned,

the associated expenses are recognized in the period in which they
are incurred.

(20) DEFERRED TAXES

Deferred tax assets and liabilities result from temporary differences

between the carrying amount of an asset or liability in the IFRS

and tax balance sheets of consolidated companies as well as from
consolidation activities, insofar as the reversal of these differences

will occur in the firture. In addition, deferred tax assets are recorded

in particular for tax loss carryforwards if and insofar as their

utilization is probable in the foreseeable future. In accordance

with the liability method, the tax rates enacted and published as
of the balance sheet date are used.

Deferred tax assets and liabilities are only offset on the balance

sheet date if they meet the requirements of IAS 12.

(21) PROVISIONS

Provisions are recognized in the balance sheet if it is more likely

than not that a cash outflow will be required to settle the obliga-

tion and the amount of the obligation can be measured reliably.

The carrying amount of provisions takes into account the amounts

required to cover future payment obligations, recognizable risks

and uncertain obligations of the Group to third parties.
Measurement is based on the settlement amount with the

highest probability or, if the probabilities are equivalent and a high

number of similar cases exist, it is based on the expected value of

the settlement amounts. Long-term provisions are discounted and

carried at their present value as of the balance sheet date. To the

extent that reimbursement claims exist as defined in IAS 37, they

are recognized separately as an asset if their realization is virtually

certain and the asset recognition criteria has been met.

CONSOLIDATED FINANCIAL STATEMENTS —» Notestathec-Iroupaccounts

(22) PROVISIONS FOR PENSIONS AND

OTHER POST-EMPLOYMENT BENEFITS

Provisions for pensions and other post-employment benefits are
recorded in the balance sheet in accordance with IAS 19. The obli-

gations under defined benefit plans are measured using the pro-

jected unit credit method. Under the projected unit credit method,

dynamic parameters are taken into account in calculating the

expected benefit payments after an insured event occurs; these pay-

ments are spread over the entire period of service of the partici-

pating employees. Annual actuarial opinions are prepared for this

purpose. The actuarial assumptions for discount rates, salary and

pension trends, staff turnover as well as health care cost increases,

which were used to calculate the benefit obligation, were deter-

mined on a country-by-country basis in line with the economic

conditions prevailing in each country; the latest country-specific

actuarial mortality table was used in each case. The respective

discount rates are generally determined on the basis of the returns

on high-quality corporate bonds issued with adequate maturities

and currencies. For euro-denominated obligations, bonds with

ratings of at least “AA” from one of the three major rating agencies

(Standard St Poor’s, Moody's or Fitch), and a euro swap rate of

adequate duration served as the basis for the data. Actuarial gains

and losses resulting from changes in actuarial assumptions and I or

experience adjustments (the effects of differences between the

previous actuarial assumptions and what has actually occurred)

are recognized immediately in equity as soon as they are incurred,

taking deferred taxes into account. Consequently, the balance

sheet discloses — after deduction of the plan assets — the full scope

of the obligations while avoiding the fluctuations in expenses that

can result especially when the calculation parameters change.

The actuarial gains and losses recorded in the respective reporting

period are presented separately in the Statement of Comprehensive
Income.
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NOTES TO THE CONSOLIDATED INCOME STATEMENT

(23) SALES

Sales were generated primarily from the sale of goods and to a

limited degree also included revenues from services rendered.

Group sales totaled € 11,291.5 million in 2014 (2013: € 10,700.1

million), which represented an increase of 5.5% compared to 2013

(decrease of -0.4% in 2013). Sales are presented by division and

region in the Segment Reporting (see Note [51]).

(24) ROYALTY, LICENSE AND COMMISSION

INCOME

In 2014, royalty and license income totaled € 138.0 million (2013:

€ 359.8 million) and mainly included royalty and license income

from the products Humira® (AbbVie Inc.), Viibryd@ (Actavis, for-

merly Forest Laboratories Inc.) and Puregon® (Merck Et Co. Inc.)

as well as income from the active pharmaceutical ingredients

bisoprolol and metformin. The change compared to 2013 resulted

primarily from the expiration of the patents for Avonex® (Biogen

Idec Inc.) and Enbrel® (Amgen Inc.). An out-of-court settlement

was reached with AbbVie Inc. for patent disputes regarding

Humira®. Based on this settlement, the Group recorded no further

license income for this product as of the second half of 2014.

Revenue from the strategic alliance with Pfizer Inc., USA, in

immuno-oncology was recognized for the first time in 2014. More

details on the agreement can be found in Note [5].
In 2014, commission income totaled € 71.3 million (2013:

€ 35.2 million). This primarily consisted of proceeds from cooper-

ation and distribution agreements.

The breakdown of royalty, license and commission income by

division is presented in the Segment Reporting (see Note [51]).

(25) COST OF SALES

Cost of sales primarily included the cost of manufactured products

sold as well as merchandise sold. Cost comprises overheads and,

if necessary, inventory write-downs, in addition to direcfly attrib-

utable costs, such as the cost of materials, personnel and energy,

as well as depreciationl amortization.

The breakdown of cost of sales by division is presented in the

Segment Reporting (Note [51]).
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Marketing and selling expenses comprised the following:
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€million 2014 2013——

Sales force — 809.3 — 789.8

Internal sales services —613.6 —598.7

Sales promotion — 469.4 — 458.4

Logistics —412.6 —390.7

Amortization of intangible assets‘ — 719.0 — 762.0

Other marketing and selling expenses — 81.0 — 88.9

Marketing and selling expenses1 - 3,104.9 — 3,088.5

‘ The disclosure of amortization of intangible assets (excluding software) has been changed. See Note “Accounting and measurement principles".

Amortization of intangible assets was attributable to marketing

approvals, patents, licenses and similar rights, brands, trademarks

and other, which could be functionally allocated to Marketing and

Selling.

The breakdown of marketing and selling expenses by division

is presented in the Segment Reporting (see Note [51]).

In 2014, royalty and license expenses amounted to € 160.5 million

(2013: € 212.8 million) and commission expenses totaled € 377.0
million (2013: € 354.2 million).

The sales—dependent royalty payments represented selling

expenses and were expensed in the period in which they were

incurred. Of significance here are the marketing rights to ErbituxO

outside the United States and Canada, for which expenses totaling
€ 84.7 million (2013: € 80.9 million) were incurred in 2014.

Co—marketing agreements lead to sales-dependent commission

payments that are expensed in the period in which they are in-

curred. The commission expenses incurred related mainly to the

marketing of RebifD in the United States, for which expenses of
€ 314.6 million were incurred in 2014 (2013: € 302.4 million].

These also represented exclusively selling expenses.

The breakdown of royalty, license and commission expenses

by division is presented in the Segment Reporting (see Note [51]).

Personnel costs and material expenses of management and admin-

istrative functions were recorded under this item unless charged to
other functional costs as internal services.

The breakdown of administration expenses by division is pre-

sented in the Segment Reporting (see Note [51]).

Research and development costs increased in 2014 to € 1,703.7

million (2013: € 1,506.6 million). Amortization of intangible

assets (excluding software) that had been attributable to research

and development costs was allocated to this functional area for
the first time in 2014.

Reimbursements for research and development amounting to

€ 18.4 million (2013: € 15.0 million) were offset against research

and development costs. This figure also included government sub-
sidies of € 5.9 million (2013: € 8.9 million).

The breakdown of research and development costs by division

and region is presented in the Segment Reporting (see Note [51]).
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Ô²�º́¶®·�ÂÃÀÄÁ�́²®̄°¬�º½̄°�¹«¬�½¬·¬¶¬�̄º�±½̄Ǻ¶́̄²¶�º̄½�·́¹́µ¹́̄²�Æ¶�̧́¶®·̄¶¬̧�¶¬±½¹¬·³�²̧�²̄¹�̄ºº¶¬¹�µ́²¶¹�·́¹́µ¹́̄²�¬ñ±¬²¶¬¶Ó�ª«¬�±½¬Ǻ̄ Í¶�³¬½ò¶�º́µÍ½¬�«¶�¼¬¬²�®̄½½¬¶±̄²̧ ²́µ·³�̧�Í¶¹¬̧Óª«¬�²¬¹�¬ñ±¬²¶¬¶�±½¬Ǻ̄ Í¶·³�̧ ¶́®·̄¶¬̧�Í²̧¬½�̄²¬Ò¹́°¬�́¹¬°¶�Æ¬½¬�½¬®·¶¶́º́¬̧�¹̄�̄¹«¬½�̄±¬½¹́²µ�́²®̄°¬�²̧�¬ñ±¬²¶¬¶�¼¶¬̧�̄²�¹«¬́½�²¹Í½¬Óª«¬�́°±́½°¬²¹¶�¹̄¹·¬̧��¾ÀÃÃÓÂ�°́··́̄²�ÕÂÃÀ¿ã��¾ÂÂÏÓÐ�°́··́̄²Ù�²̧�½¬·¹¬̧�́²�¹«¬�°̄ Í²¹�̄º��¾éÄÓÑ�°́··́̄²�ÕÂÃÀ¿ã��¾ÀÃÓÏ�°́··́̄²Ù�¹̄�¶¶¬¹¶�Æ«́®«�Æ¬½¬�¶¶́µ²¬̧�¹̄�½¬¶¬½®«�²̧�̧¬Å¬·̄±°¬²¹Á�́²�¹«¬�°̄ Í²¹�̄º��¾ÏÓÀ�°́··́̄²�ÕÂÃÀ¿ã��¾ÀÂÓÐ�°́··́̄²Ù�¹̄�±½̄ Í̧®¹́̄²�±·²¹¶Á�́²�¹«¬�°̄ Í²¹�̄º��¾ÃÓÀ�°́··́̄²�ÕÂÃÀ¿ã��¾ÀÏÐÓÂ�°́··́̄²Ù�¹̄�¶·¬¶Ò½¬·¹¬̧�¶¶¬¹¶Á�²̧�́²�¹«¬�°̄ Í²¹�̄º��¾ÏÓÜ�°́··́̄²�ÕÂÃÀ¿ã��¾Â¿ÓÏ�°́··́̄²Ù�¹̄�̧°́²́¶¹½¹́̄²Ó�Ô²�̧¸́¹́̄²Á�́°±́½°¬²¹¶�Æ¬½¬�½¬®̄µ²́×¬̧�́²�¹«¬�°̄ Í²¹�̄º��¾ÄÓÄ�°́··́̄²�ÕÂÃÀ¿ã��¾ÏÓÏ�°́··́̄²Ù�º̄½�²̄²Ò®̄²¶̄·̧́¹¬̧�́²Å¬¶¹°¬²¹¶�²̧�̄¹«¬½�º́²²®́·�́²¶¹½Í°¬²¹¶�
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���� ̂¼¼

CONSOLIDATED FINANCIAL STATEMENTS —> NotestotheGroupaccounts

Other operating expenses and income were as follows:

6‘ million
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Impairment losses‘ —100.2 —225.6

Litigation‘ — 95.5 — 205.2

Integration costsl IT costs — 87.2 —49.0

Restructuring costs — 83.9 — 130.5
Premiums. fees and contributions — 55.2 — 54.3
Allowances for receivables — 41.9 —47.1

Non-income related taxes — 35.5 —37.4

Acquisition costs — 24.5 —

Expenses for miscellaneous services —21.8 —23.9
Losses on the divestment of businesses — 8.8 — 2.3

Project costs — 4.4 — 6.5

Other operating expenses‘ —125.2 —131.0

Total other operating expenses‘ —684.1 -912.8

Gains from the release of provisions for litigation 260.3 50.4

Exchange rate differences from operating activities 53.3 26.0
Release of allowances for receivables 41.8 42.1

Income from miscellaneous services 26.4 25.1

Gains on disposal of assets 3.7 7.5
Income from investments 1.5 1.5

Other operating income‘ 39.4 42.1

Total other operating income‘ 426.4 194.7

Total other operating expenses and income —257.7 -718.1

‘Previous year's figures have been adjusted, see explanations below.

In fiscal 2014, income from the release of provisions for litigation

was disclosed separately and not offset against litigation expenses.

The previous year's figure has been correspondingly adjusted.

The net expenses previously disclosed under one-time items

were reclassified to other operating income and expenses based on
their nature.

The impairments totaled € 100.2 million (2013: € 225.6 million)
and related in the amount of € 84.9 million (2013: € 10.5 million)

to assets which were assigned to research and development, in the

amount of € 5.1 million (2013: € 12.6 million) to production

plants, in the amount of € 0.1 million (2013: € 156.2 million) to
sales-related assets, and in the amount of € 5.7 million (2013:

€ 23.5 million) to administration. In addition, impairments were

recognized in the amount of € 4.4 million (2013: € 5.5 million) for
non-consolidated investments and other financial instruments

which were classified to the category “available-for—sale”. In 2013,

impairments were recorded in the amount of € 17.3 million for

capitalized goodwill in connection with the sale of the Discovery

and Development Solutions business field of the Life Science divi—

sion. Further information on impairments can be found under

Intangible Assets (see Note [41]).

Integration and IT costs of € 87.2 million (2013: € 49.0 million)

were incurred primarily for the global harmonization of the IT

landscape and in connection with the integration of acquired and

existing businesses.

The restructuring charges incurred in fiscal 2014 amounting to
€ 83.9 million (2013: € 130.5 million) arose in connection with the

“Fit for 2018" transformation and growth program in the amount

of € 79.5 million (2013: € 130.5 million). As in the previous year,

these charges largely related to personnel measures, for instance
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the elimination of positions in order to create a leaner and more

efficient organization. 0f the recognized asset impairments, an
amount of € 4.5 million (2013: € 35.7 million] was attributable to

the program, which resulted in total expenses of € 84.0 million

(2013: € 166.2 million] for the “Fit for 2018" program.

Acquisition costs amounting to € 24.5 million (2013: € 0.0 mil-

lion) were incurred for the acquisition of AZ Electronic Materials

SA, Luxembourg, as well as for the proposed acquisition of the

Sigma-Aldrich Corporation, USA.

€ million

CONSOLIDATED FINANCIAL STATEMENTS —» NotestatheGIoupaccounts

Other operating expenses also include special environmental pro-

tection costs as well as personnel expenses not allocable to the

functional areas, for example costs of the works council.

Income from the release of provisions for litigation in fiscal
2014 amounted to € 260.3 million (2013: € 50.4 million) and was

mainly attributable to the settlement of the legal dispute with

Israel Bio—Engineering Project Limited Partnership (IBEP).

The breakdown of other operating expenses and income by

division is presented in the Segment Reporting (see Note [51]].

2014 2013

 

 

 

 

 

 

 

 

Interest income and similar income 30.6 30.1

Interest expenses and similar expenses —162.4 —176.6

Interest component from currency hedging transactions — 5.1 —17.2
Interest result —136.9 -163.7

Interest component of the additions to pension provisions and other non-current provisions —55.2 —54.2

Currency differences from financing activities —13.0 —4.3
Result from financial investments 0.1 —

-205.0 — 222.2

The financial result improved year-on—year mainly as a result of

lower interest expenses and a reduced interest component from

currency hedging transactions. The higher interest expenses in

2013 included expenses for a bond that was repaid in September
2013.

These lower interest expenses were partially offset by financing

costs in connection with the proposed acquisition of the Sigma-

Aldrich Corporation, USA. The interest component from currency

hedging transactions compared to the previous year was mainly

due to savings resulting from the establishment of a US. dollar

in-house bank as this led to a significant decline in the nominal

value of existing currency hedging transactions.

Currency differences from financial investments were mainly

the result of expenses for premiums on options entered into to

hedge intragroup transactions in foreign currency.
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ª«¬�º̄··̄Ǽ²µ�¹¼·¬�±½¬¶¬²¹¶�¹«¬�¹ñ�½¬®̄²®́·́¹́̄²�º½̄°�¹«¬̄½¬¹́®·�¹ñ�¬ñ±¬²¶¬�¹̄�¹ñ�¬ñ±¬²¶¬�®®̄½̧²́µ�¹̄�¹«¬�́²®̄°¬�¶¹¹¬°¬²¹Ó�ª«¬�¹«¬̄½¬¹́®·�¹ñ�¬ñ±¬²¶¬�́¶�̧¬¹¬½°́²¬̧�¼³�±±·³́²µ�¹«¬�¶¹¹Í¹̄½³�¹ñ�½¹¬�̄º�¿ÃÓÜ�Ý�̄º��®̄½±̄½¹́̄²�«¬̧ÛÍ½¹¬½¬̧�́²�»½°¶¹̧¹Ó
ê
�¹÷òññòïð ��Ý ��Ý�ê � ��U��	�p
1�U
�!#"�&
�	�X Ý ))3(� Ý �ßß(Þ� � ���X�U�	
 ��(3�� ��(3���\
�U
	!"���	�X�
XY
#$
 2�3ß(� 2��Þ(���X�U�	
�%!11
U
#"
$ Ý��(ß Ý�'(3��X�
11
"	��1�"�&Y�#!
$�o!	\���#
W�	!]
�"�#	U!ph	!�#�	��"�#$��!%�	
%�YU��	 2̂Ý)(ß 2̂Ý(Þ��X�1�U��	\
U�Y
U!�%$ 2��Ý(' 2�Ý(Þ��X�"U
%!	$ ��(� ��)(ß��X�
11
"	��#�	�X���$$�"�UU�1�Uo�U%$ Ýß() �(��X�
11
"	��1�#�#v%
%h"	!p�
�
XY
#$
$���	�Xv1U

�!#"�&
���ú	\
U�	�X�
11
"	$ 2̂Ý'(� 2���('� � �è�nê�nQ�.��ê�ll*,�a.bê+*êa.l*m�ê�+�+�m�.+ �êT���� �������� � ���X�U�	!���""�U%!#W�	��!#"�&
�$	�	
&
#	 �)(��� Ý�('��
ª«¬�¹ñ�¬ñ±¬²¶¬�®̄²¶́¶¹¬̧�̄º�®̄½±̄½¹́̄²�²̧�¹½̧¬�¹ñ¬¶�º̄½�¹«¬�®̄°±²́¬¶�̧ °̄́®́·¬̧�́²�Ê¬½°²³�¶�Æ¬··�¶�®̄°±½¼·¬�́²®̄°¬�¹ñ¬¶�º̄½�º̄½¬́µ²�®̄°±²́¬¶Óª«¬�«́µ«¬½�¹ñ�®½¬̧ ¹́¶�́²�ÂÃÀ¿�½̄¶¬�±½́°½́·³�́²�¹«¬�â²́¹¬̧�Î¹¹¬¶�̧Í¬�¹̄�¹«¬�®̄²¶̧́¬½¹́̄²�̄º�̧́Ǻ̧ ¬²̧�́²®̄°¬�º½̄°�«́µ«Ò¹ñ�®̄Í²¹½́¬¶Ó
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€million 2014 2013——

Current taxes in the period —592.4 —496.9

Taxes for previous periods —21.9 —41.6

Deferred taxes in the period 222.1 359.0
—392.2 —1 79.5

The following table presents the tax reconciliation from theoretical

tax expense to tax expense according to the income statement.

The theoretical tax expense is determined by applying the statutory

tax rate of 30.7% of a corporation headquartered in Darmstadt.

€million 2014 2013——

Profit before income tax 1,557.0 1,388.6

Tax rate 30.7% 30.7 %

Theoretical tax expense —478.0 — 426.3
Tax rate differences 100.8 109.7

Tax effect of companies with a negative contribution to consolidated profit —15.8 —14.6

Tax for other periods —21.9 —41.6
Tax credits 23.2 225.8

Tax effect on tax loss carryforwards 18.5 0.4

Tax effect of non-deductible expenses/tax—free income / Other tax effects —19.0 —32.9

Tax expense according to income statement —392.2 —179.5

Tax ratio according to income statement 25.2% 12.9% 

The tax expense consisted of corporation and trade taxes for the

companies domiciled in Germany as well as comparable income

taxes for foreign companies.

The higher tax credits in 2013 arose primarily in the United

States due to the consideration of dividend income from high-tax
countries.
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The reconciliation between deferred taxes in the balance sheet and

deferred taxes in the income statement is presented in the follow-

ing table:

CONSOLIDATED FINANCIAL STATEMENTS —» NotestatheGIoupaccounts

 

 

 

 

 

 

 

 

 

 

€million 2014 2013——

Change in deferred tax assets (balance sheet) 256.5 —210.2

Change in deferred tax liabilities (balance sheet) —152.9 526.5

Deferred taxes credited] debited to equity —177.4 42.0

Changes in scope of consolidation / currency translation] other changes 295.9 0.7
Deferred taxes (income statement) 222.1 359.0

Tax loss carryforwards were structured as follows:

Dec.31,2014 Dec.31.2013

€million Germany Abroad Total Germany Abroad Total——————

Tax loss carryforwards 8.0 948.4 956.4 3.4 437.4 440.8
thereof:

Including deferred tax asset 3.1 292.5 295.6 0.8 102.5 103.3
Deferred tax asset 0.5 71.5 72.0 0.2 20.6 20.8

thereof:

Excluding deferred tax asset 4.9 655.9 660.8 2.6 334.9 337.5
Theoretical deferred tax asset 0.8 106.5 107.3 0.4 77.5 77.9 

The increase in non—German tax loss carryforwards and the higher

deferred tax assets compared to 2013 was mainly the result of the

acquisition of AZ Electronic Materials S.A., Luxembourg.

Deferred tax assets are recognized for tax loss and interest

carryforwards only if for tax loss carryforwards of less than € 5.0

million realization of the related tax benefits is probable within

one year, and for tax loss carryforwards of more than € 5.0 mil-

lion realization of the related tax benefits is probable within the

next three years.

The vast majority of the tax loss carryforwards either has no

expiry date or can be carried forward for up to 20 years.

The tax loss carryforwards accumulated in Germany for corpora-
tion and trade tax amounted to € 8.0 million (2013: € 3.4 million).

The additional theoretically possible deferred tax assets
amounted to € 107.3 million (2013: € 77.9 million).

In 2014, the income tax expense was reduced by € 18.5 mil-

lion (2013: € 0.4 million) due to the utilization of tax loss carry-

forwards from prior years for which no deferred tax asset had

been recognized in prior periods.
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NOTES TO THE CONSOLIDATED BALANCE SHEET

This item comprised:

CONSOLIDATED FINANCIAL STATEMENTS —» NotestatheGIoupaccounts

 

 

 

 

 

 

 

 

€million Dec. 31, 2014 Dec. 31, 2013——

Cash, bank balances and cheques 546.7 332.0

Short-term cash investments (up to 3 months) 2,331.8 648.8
2,878.5 980.8

Changes in cash and cash equivalents as defined by [AS 7 are

presented in the cash flow statement.

The maximum default risk is equivalent to the carrying value

of the cash and cash equivalents.

€million Dec. 31, 2014 Dec. 31, 2013——

Held to maturity investments 21.7 53.4
Available-for—sale financial assets 2,135.0 2,312.1
Loans and receivables 2.9 27.3

Derivative assets (financial transactions) 39.8 17.7
2,199.4 2,410.5

The development of current financial assets resulted mainly from
the decrease in available—for—sale financial assets to € 2,135.0 mil-

lion (2013: € 2,312.1 million]. As of December 31, 2014, this item

mainly included bonds amounting to € 1,178.6 million (2013:

€ 1,251.7 million] as well as commercial paper amounting to
€ 956.4 million (2013: € 915.7 million].

Moreover, fair value adjustments of € —2.0 million, which were

recognized in equity, were made on available—for—sale financial
assets (2013: € 0.6 million]. The loans and receivables contained

in current financial assets are neither past due nor impaired.
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Trade accounts receivable amounting to € 2,235.6 million (2013:

2,021.4 million] exclusively existed vis-a-vis third parties.

Trade accounts receivable past due were as follows:

6‘ million

201

Dec. 31, 2014 Dec. 31, 2013——
 

 

 

 

 

 

 

 

 

 

 

 

 

 

Neither past due nor impaired 1,808.8 1,542.1

Past due, but not impaired

up to 3 months 143.3 127.5

up to 6 months 13.5 6.5

up to 12 months 5.8 2.8

up to 24 months 5.1 3.4

over 2 years 0.5 0.4

Impaired 258.6 338.7

Carrying amount 2,235.6 2,021.4

The corresponding allowances developed as follows:

emillion 2014 2013——

January 1 -136.8 —154.8
Additions —41.5 —46.5

Reversals 41.8 42.1

Utilizations 9.7 20.1

Currency translation and other changes 0.6 2.3
December 31 -126.2 —136.8

Due to the broad range of products of the Group, trade accounts

receivable exist vis-a—vis a large number of customers. This diver—

sification helps to reduce risk with respect to potential defaults on

receivables. In addition, established credit management processes
that take individual customer risks into account are used to assess

the recoverability of receivables. If there are indications that indi—

vidual trade accounts receivable are partly or fully impaired, cor—

responding allowances are recognized.

In the period from January 1 to December 31, 2014 trade receiv—

ables in Italy with a nominal value of € 104.9 million were sold for

€ 102.0 million. Previous impairments in this context amounting

to € 5.2 million were reversed and disclosed under other operating

income. The sold receivables do not involve any further rights of

recovery against the company.
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Other receivables from third parties past due were as follows:

€miIIion Dec. 31, 2014 Dec. 31, 2013

Neither past due nor impaired 149.1 109.8

Past due. but not impaired

up to 3 months 2.2 3.3

up to 6 months — 0.3

up to 12 months — 0.7

up to 24 months 0.9 0.7

over 2 years 0.2 0.2

Impaired — 0.4

Carrying amount 152.4 115.4

In 2014, allowances for other receivables from third parties

amounting to € 0.4 million (2013: € 0.6 million) were necessary.
There were no reversals of allowances in this connection in 2014

or in 2013.

(40) TAX RECEIVABLES

Tax receivables amounted to € 297.0 million (2013: € 109.8 million)

and resulted from tax prepayments that exceeded the actual

amount of tax payable for 2014 and prior fiscal years, and from

refund claims for prior years as well as withholding tax credits.
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Marketing authorizations,
patents, licenses and

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

similar rights, brands, Advance
trademarks and other Goodwill Software payments Total—— — ——

Finite Indefinite
€million useful life useful life

Cost at January 1. 2013 11,070.9 594 1 4,695.7 288.1 35.4 16.684.2

Changes in scope of consolidation — — — — — —
Additions 7.0 64.5 — 1.8 36.3 109.6

Disposals —13.5 —1.5 —30.1 —11.2 —0.1 —56.4
Transfers 1.0 —0.8 — 36.3 —29.2 7.3

Classification as held for sale or transfer to a disposal group —46.6 — —16.5 — — —63.1

Currency translation —86.1 —0.3 —65.9 —10.7 —0.1 —163.1
December 31, 2013 10,932.7 656.0 4,583.2 304.3 42.3 16,518.5

Accumulated amortization and impairment losses January 1, 2013 - 5.1 13.1 — 437.5 — —189.1 - — 5,739.7

Changes in scope of consolidation — — — — — —
Amortization — 813.5 — — — 42.5 — — 856.0

Impairment losses —155.5 —1 3 —17.3 —4.3 — —178.4

Disposals 13.4 1 5 17.3 11.2 — 43.4
Transfers 4.2 —41 — —1.7 — —1.6

Reversals of impairment losses — — — — — —

Classification as held for sale or transfer to a disposal group 41.0 — — — — 41.0

Currency translation 30.9 0 3 — 8.8 — 40.0
December 31. 2013 -5,992.6 —441.1 — —217.6 - —6,651.3

Net carrying amount as of December 31, 2013 4,940.1 214.9 4,583.2 86.7 42.3 9,867.2

Cost at January 1, 2014 10,932.7 656.0 4,583.2 304.3 42.3 16,518.5

Changes in scope of consolidation 1,049.5 — 818.4 1.6 — 1,869.5
Additions 62 1 38.6 — 2.2 40.4 143.3

Disposals —4 8 —61.5 — —11.9 —0.2 —78.4
Transfers 0.2 — — 47.0 —45.5 1.7

Classification as held for sale or transfer to a disposal group — — — — — —

Currency translation 285.3 0.6 292.3 10.8 — 589.0
December 31, 2014 12,325.0 633.7 5,693.9 354.0 37.0 19,043.6

Accumulated amortization and impairment losses January 1, 2014 - 5,992.6 — 441.1 — — 217.6 - — 6,651.3

Changes in scope of consolidation — — — — — —
Amortization — 841.6 — — — 35.6 — — 877.2

Impairment losses — —84.8 — —5.1 —0.2 —90.1

Disposals 4 7 61.5 — 10.1 — 76.3
Transfers — — — — — —

Reversals of impairment losses — — — — — —

Classification as held for sale or transfer to a disposal group — — — — — —

Currency translation —96.6 —0 6 — —8.6 — —105.8
December 31 , 2014 — 6,926.1 — 465.0 — — 256.8 — 0.2 — 7,648.1

Net carrying amount as of December 31, 2014 5,398.9 168 7 5,693.9 97.2 36.8 11,395.5
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CONSOLIDATED FINANCIAL STATEMENTS —> Natestothec-Iroupaccounts

Marketing authorizations, patents, licenses and similar

rights, brands, trademarks and other

The changes in the scope of consolidation comprise additions to

intangible assets resulting from the acquisition of AZ Electronic

Materials S.A., Luxembourg. A detailed presentation of this acqui-
sition can be found in Note [4].

The net carrying amount of “Marketing authorizations, patents,

licenses and similar rights, brands, trademarks and other” with

finite useful lives amounting to € 5,398.9 million (2013: € 4,940.1

million) mainly included the identified and capitalized assets from

the purchase price allocations for the acquisition of AZ Electronic

Materials S.A., the Millipore Corporation and Serono SA. The vast

majority was attributable to marketing authorizations of active

pharmaceutical ingredients and technologies. The remaining useful

lives of these assets ranged between 0.5 and 19.3 years.

The additions to intangible assets with finite useful lives
amounted to € 62.1 million in 2014 (2013: € 7.0 million]. The

Biopharmaceuticals division accounted for € 59.0 million of this

figure. Most of this amount was attributable to the license agree-

ment with Auxogyn regarding the Eeva test, to a cooperation

agreement with Sutro Biopharma, USA, to develop antibody active

ingredient conjugates in oncology, and to marketing rights for

Glucophage@ and Euthyrox@ in Russia, for Rovatitan® in Korea and

for Cetrotide® in Japan.

The item “Marketing authorizations, patents, licenses and sim-

ilar rights, brand names, trademarks and other” with indefinite

useful lives primarily related to rights that the Group had acquired

for active ingredients, products or technologies that were still in

the research and development stage. Owing to the uncertainty as
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to the extent to which these projects will ultimately lead to mar-

ketable products, the period for which the resulting capitalized

assets would generate an economic benefit for the Group could

not yet be determined. Amortization will only begin once the

products receive marketing approval and is carried out on a

straight-line basis over the shorter period of the patent or contract

term or the expected useful life.

In 2014, additions to intangible assets with indefinite useful
lives amounted to € 38.6 million (2013: € 64.5 million) and were

exclusively attributable to the Biopharmaceuticals division. The

amounts related to further milestone payments to Symphogen A]S,

Denmark, for the acquisition of a license to an oncological com-

pound. Additionally, the Group entered into two new licensing agree-

ments with Mersana Therapeutics Inc., USA, and Sutro Biopharma,

USA, in oncology.

Goodwill

Goodwill was incurred mainly in connection with the acquisition

of AZ Electronic Materials S.A., the Millipore Corporation and

Serono SA. The changes in goodwill caused by foreign exchange

rates resulted almost exclusively from translating the goodwill of

AZ Electronic Materials S.A. and the Millipore Corporation, part of

which is carried in U.S. dollars, into the reporting currency.

In connection with the sale of the Discovery and Development
Solutions business field of the Life Science division to Eurofms

Scientific S.A., Luxembourg, in 2013 goodwill allocated to the
business field in the amount of € 16.5 million was reclassified to

“assets held for sale" and disposed of after the closing in the first

quarter of 2014.

Page 210



��Þ àáâãáäåæçèéæêëåâçâàåçäêãèçèéìéâèãêíê¤ïô·̧¹ôï¹ô�·¹¥�ï¦�¹µööï¦ðô̧

ª«¬�®½½³́²µ�°̄ Í²¹¶�̄º�åÇ½È¬¹́²µ�Í¹«̄½́×¹́̄²¶Á�±¹¬²¹¶Á��·́®¬²¶¬¶�²̧�¶́°́·½�½́µ«¹¶Á�¼½²̧¶Á�¹½̧¬°½È¶�²̧�̄¹«¬½æ�¶�Æ¬··�¶�µ̄¯̧Ǽ··�Æ¬½¬�¹¹½́¼Í¹¼·¬�¹̄�¹«¬�̧́Ǻ¶́̄²¶�¶�º̄··̄Æ¶ã
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The carrying amounts of “Marketing authorizations, patents,

licenses and similar rights, brands, trademarks and other” as well

as goodwill were attributable to the divisions as follows:

CONSOLIDATED FINANCIAL STATEMENTS —» NotestatheGIoupaccounts

Remaining
useful life in Biopharma- Consumer Performance Total Total

€million years ceuticals Health Materials Life Science Dec. 31, 2014 Dec. 31, 2013
 

Marketing authorizations, patents, licenses and
similar rights, brands, trademarks and other 

 

 

 

 

 

 

 

 

 

 

 

Finite useful life — 2,565.4 9.9 1,071.1 1,752.5 5,398.9 4,940.1

Rebif® 5.0 1,841.0 — — — 1,841.0 2,209 0
Gonal-f® 4.0 379.8 — — — 379.8 474.7

Saizen® 5.0 153.7 — — — 153.7 184.4

Humira® — — — — — — 19.1

Puregon® — — — — — — 11.5

Technologies 0.5 —18.3 152.8 0 1 1,054.3 408.4 1,615.6 619.4
Brands 0.5—9.5 — 8.8 12.0 248.9 269.7 255.5

Customer relationships 0.5—12.5 0 6 1.0 0.2 1,095.2 1,097.0 1,166.5
Other 3.0—19.3 37.5 — 4.6 — 42.1 —

Indefinite useful life — 166.8 — 1 9 — 168.7 214.9

Goodwill — 1,601.5 243.1 938.2 2,911.1 5,693.9 4,583.2

Information on impairment tests of intangible assets with
indefinite useful lives

Since goodwill and other intangible assets with indefinite useful

lives are not amortized, these are subjected to an impairment test

if there are indications of impairment, or at least once a year.

In 2014, goodwill was not impaired. The assumptions used in

the goodwill impairment test are presented in Note [7].

For intangible assets with indefinite useful lives there was an

impairment loss in 2014 in the amount of € 84.8 million (2013:

€ 1.3 million]. An impairment of € 37.5 million related to the asset

from the licensing agreement with Symphogen AIS, Denmark.

The discontinuation of the Phase III development program for

tecemotide, an investigational antigen—specific cancer immuno-

therapy, led to an impairment loss of the relevant intangible asset

amounting to € 18.5 million.

A further amount of € 14.0 million was due to the discontinuation

of the development activities for ceralifimod (ONO—4641) for the

treatment of multiple sclerosis. All items were disclosed in the

income statement of the Biopharmaceuticals division as impair-

ment losses under other operating expenses.

In fiscal 2014, software impairments of € 5.1 million (2013:

€ 4.3 million) were recognized in the income statement under other

operating expenses.

In 2014, no intangible assets were pledged as security for lia-
bilities.
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6‘ million

Land, land rights
and buildings,

including buildings
on third-party land
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Construction in
progress and

Other facilities. advance payments
Plant and operating and to vendors and

machinery office equipment contractors Total
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

—————

Cost at January 1, 2013 2,651.5 3,044 4 906.7 429 1 7,031 7

Changes in the scope of consolidation — — — — —
Additions 8.0 15 1 25 0 360.4 408 5

Disposals —376.2 —63 5 —46 6 — 10.3 —496 6
Transfers 186.9 253 0 63.0 — 512 1 — 9 2

Classification as held for sale or transfer to a disposal group — 0.8 — 4 4 — 2.7 — — 7 9

Currency translation — 56.9 — 43 8 — 20.4 —3 6 — 124 7
December 31. 2013 2,412.5 3.200 8 925.0 263 5 6,801 8

Accumulated depreciation and impairment losses January 1, 2013 - 1,051.6 —2,164 6 - 685.1 -176 8 -4,078 1

Changes in the scope of consolidation — — — — —

Depreciation — 108.9 —187 8 —85.2 — —381 9

Impairment losses —29.5 —110 —08 —0.4 —41 7

Disposals 148.6 62 1 44.7 9 7 265 1
Transfers —54.2 — 108.4 —0.4 166.6 3.6

Reversals of impairment losses 4.7 0.4 — — 5 1

Classification as held for sale or transfer to a disposal group 0.4 1 8 1.9 — 4 1

Currency translation 20.7 33 0 15.5 — 69 2
December 31. 2013 -1,069.8 —2,374 5 -709.4 —0 9 -4,154 6

Net carrying amount as of December 31. 2013 1,342.7 826 3 215 6 262 6 2,647 2

Cost at January 1, 2014 2,412.5 3,200 8 925.0 263 5 6,801 8

Changes in the scope of consolidation 89.8 58 9 33.5 3 6 185 8
Additions 20.5 23 9 30 9 410 9 486 2

Disposals —14.3 —49 2 —46.8 —2 9 —1 13 2
Transfers 69.6 132 9 58.4 —253 2 7 7

Classification as held for sale or transfer to a disposal group — — — — —

Currency translation 57.3 42 4 16.5 8 6 124 8
December 31. 2014 2,635.4 3,409 7 1,017.5 430 5 7,493 1

Accumulated depreciation and impairment losses January 1, 2014 —1,069.8 —2,374 5 - 709.4 —0 9 -4,154 6

Changes in the scope of consolidation — — — — —

Depreciation —104.3 —189.8 —90.4 — —384.5

Impairment losses —0.4 —47 —0.6 — —5 7

Disposals 10.7 46.1 44.9 01 101.8
Transfers —4.1 —01 0.1 — —41

Reversals of impairment losses 0.1 0 4 0.2 — 0 7

Classification as held for sale or transfer to a disposal group — — — — —

Currency translation —19.0 —256 —11.6 —01 —563
December 31. 2014 —1,186.8 —2,548 2 -766.8 —0 9 -4,502 7

Net carrying amount as of December 31. 2014 1,448.6 861 5 250 7 429 6 2,990 4
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Changes in the scope of consolidation included the additions to

property, plant and equipment from the acquisition of AZ Elec-

tronic Materials S.A., Luxembourg. A detailed presentation of the

AZ acquisition can be found in Note [4].

Material additions to construction in progress are attributable

to the expansion of global headquarters and the construction of

two new energy stations at the Darmstadt site. Transfers relating

to construction in progress mainly include a new liquid crystal

mixing plant in Shanghai, China, which was completed and com-

missioned in the first quarter of 2014.

In fiscal 2014, impairment losses in the amount of € 5.7 million

(2013: € 41.7 million) were recognized, of which a major part re-
lated to the Performance Materials division.

€ million

CONSOLIDATED FINANCIAL STATEMENTS —» NotestatheGIoupaccounts

The total amount of property, plant and equipment used to secure

financial liabilities was immaterial. Total government grants and

subsidies in connection with investments in property, plant and

equipment during the fiscal year amounted to €3.7 million (2013:
€2.9 million).

Direcfly allocable borrowing costs on qualified assets in the

amount of € 3.2 million (2013: € 0.4 million) were capitalized.

Property, plant and equipment also included assets that were

leased. The total value of capitalized leased assets amounted to

€ 9.4 million (2013: € 9.3 million) and the corresponding obliga-
tions amounted to € 6.5 million (2013: € 7.7 million), (see Note [60]).

The carrying amounts of assets classified as finance leases
were as follows:

Dec. 31, 2014 Dec. 31. 2013——
 

 

 

 

 

 

 

 

 

 

Land and buildings 6.8 7.1
Vehicles 1.1 1.4

Other property. plant and equipment 1.5 0.8
9.4 9.3

€million Dec. 31, 2014 Dec. 31. 2013——

Investments 21.5 19.2

Investments in associates and other companies 57.9 34.3
Securities — Available-for—sale financial assets 1.3 3.8

Assets from derivatives (financial transactions) — 4.7
Loans and other non-current financial assets 13.7 15.8

94.4 77.8

Unconsolidated investments and the investments in associates and

other companies were classified as "available-for—sale". Thereof

investments with a carrying amount of € 66.9 million (2013:

€ 52.3 million) were subsequently measured at cost since their
market value could not be determined. The increase in invest-

ments in associates and other companies resulted mainly from the

investment in InfraServ GmbH Et Co. Wiesbaden KG, amounting

to € 10.8 million, which were acquired in the course of the acqui-
sition of AZ Electronic Materials S.A.

In 2014, impairment losses were recognized for unconsolidated
investments and for other available—for—sale non-current financial

assets in a total amount of € 4.4 million (2013: e 5.5 million).

These were recorded in the income statement under other operating
expenses.

Moreover, fair value adjustments of € 0.6 million (2013: € 1.2
million) were made on available—for-sale non-current financial

assets and recognized in equity.
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€million
December31, 2014 < 1 year 1— 5 years > 5 years Total

Loans and commercial paper 1,449.7 347.5 2,827.0 4,624.2
Liabilities to banks 67.4 200.0 — 267.4

Liabilities to related parties 501.4 — — 501.4

Loans from third parties and other financial liabilities 18.6 61.6 4.3 84.5

Liabilities from derivatives (financial transactions) 36.0 19.9 97.1 153.0
Finance lease liabilities 2.8 3.7 — 6.5

2,075.9 632.7 flw

€million
December31, 2013 < 1 year 1— 5 years > 5 years Total

Loans and commercial paper — 1,730.6 1,412.1 3,142.7
Liabilities to banks 42.2 — — 42.2

Liabilities to related parties 361.9 — — 361.9

Loans from third parties and other financial liabilities 24.0 56.0 4.0 84.0

Liabilities from derivatives (financial transactions) 10.0 14.1 35.3 59.4
Finance lease liabilities 2.3 5.0 0.4 7.7

440.4 1,805.7 1,451.8 3.6973

The liabilities of the Group to banks were denominated in the

following currencies:

in% Dec.31,2014 Dec.31,2013

Euro 88.1 14.4

Turkish lira 4.5 6.9

Chinese renminbi 3.9 20.5

Argentine peso 2.4 39.2
Other currencies 1.1 19.0

100.0 100.0
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ª«¬�Ê½̄Í±�«¶���¾Â�¼́··́̄²�°Í·¹́Ò�®Í½½¬²®³�½¬Å̄·Ǻ²µ�®½¬̧ ¹́�º®́·Ò¹́³Á�Æ«́®«�Æ¶�½¬²¬Æ¬̧�́²�º́¶®·�ÂÃÀÄ�ÕåÎ³²̧ ®́¹¬̧�ð̄²�ÂÃÀ¿æÙÓ�ª«¬�®½¬̧ ¹́�·́²¬�Æ¶�Í²̧¬½Æ½́¹¹¬²�¼³�²�́²¹¬½²¹́̄²·�µ½̄Í±�̄º�¼²È¶�²̧�«¶��½¬°́²́²µ�¹¬½°�Í²¹́·�Ç½®«�ÂÃÀÑÁ�Ǽ¹«�²��¬ñ¹¬²¶́̄²�̄±¹́̄²�̄º�̄²¬�³¬½�¹«¹��¹«¬�Ê½̄Í±�®²�¬ñ¬½®́¶¬�¹�́¹¶�Ǣ²�̧ ¶́®½¬¹́̄²Ó�ª«́¶�®½¬̧ ¹́�·́²¬�«̧�²̄¹�¼¬¬²�Í¹́·́×¬̧�¶�̄º�¹«¬�½¬±̄½¹́²µ�̧¹¬Óè²�Î¬±¹¬°¼¬½�ÂÂÁ�ÂÃÀÄ�¹«¬�Ê½̄Í±�½½²µ¬̧�®½¬̧ ¹́�·́²¬¶�°̄ Í²¹́²µ�¹̄�âÎ�¾ÀÏÓÐ�¼́··́̄²�Ǽ¹«��¼²È́²µ�®̄²¶̄½¹́Í°�¹̄��¶¬®Í½¬�¹«¬�¬ñ±¬®¹¬̧�±Í½®«¶¬�±½́®¬�±³°¬²¹�º̄½�¹«¬�±·²²¬̧�®ÛÍ́¶́¹́̄²�º̄�¹«¬�Î́µ°Ò�Ë·̧½́®«�ß̄½±̄½¹́̄²Á�âÎË�ÕÎ́µ°ÒË·̧½́®«ÙÓ�Ë¶�̄º�¹«¬�¼·²®¬�¶«¬¬¹�̧¹¬Á�¹«¬�²̄°́²·�Å̄·Í°¬�̄º�¹«¬¶¬�®½¬̧ ¹́�·́²¬¶�Æ¶�âÎ�¾À¿ÓÀ�¼́··́̄²�¶́²®¬��±̄½¹́̄²�̄º�¹«¬�̄½́µ́²·�²̄°́²·�°̄ Í²¹�«̧�·½¬̧³�¼¬¬²�½¬±·®¬̧�¼³�̄¹«¬½�º́²²®́·�½¬¶̄Í½®¬¶Ó�Ë�¶́µ²́º́Ò®²¹�±̄½¹́̄²�̄º�¹«¬�®½¬̧ ¹́�·́²¬�́¶�¹̄�¼¬�½¬±·®¬̧�¼³�̄¹«¬½�®±́¹·�°½È¬¹�́²¶¹½Í°¬²¹¶�¼³�¹«¬�¹́°¬�¹«¬�®ÛÍ́¶́¹́̄²�®·̄¶¬¶Ó�Ë¶�̄º��»¬®¬°¼¬½�¿ÀÁ�ÂÃÀÄÁ�¹«¬�̧¬¶®½́¼¬̧�®½¬̧ ¹́�·́²¬¶�º̄½�º́²²®́²µ�¹«¬�±·²²¬̧�®ÛÍ́¶́¹́̄²�½¬±½¬¶¬²¹�¹«¬�Å¶¹�°�̄½́¹³�̄º�¹«¬�¬ñ́¶¹́²µ�¼²È�·́²¬¶�°̄ Í²¹́²µ�¹̄��¾ÀÀÁÏÄÄÓé�°́··́̄²�ÕÂÃÀ¿ã��¾�ÂÄÏÓÃ�°́··́̄²ÙÓ
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On the balance sheet date, the bank financing commitments vis-a-vis

the Group were as follows:

€ million

CONSOLIDATED FINANCIAL STATEMENTS —» Notestathec-lroupaccounts

Financing
commitments Utilization as of

from banks December 31, 2014 Interest Maturity

Syndicated loan 2013 2,000.0 0.0 variable 2019

Bilateral credit agreement with banks 3.2 3.2 fixed [variable 2015

Bilateral credit agreement with banks 200.0 200.0 variable 2019

Various bank credit lines 11,544.8 64.2 fixed Ivariable > 2 years
13.748.0 267.4

The Group has a € 2 billion multi-currency revolving credit facil-

ity, which was renewed in fiscal 2014 (“Syndicated Loan 2013”).

The credit line was underwritten by an international group of

banks and has a remaining term until March 2019, with an

extension option of one year that the Group can exercise at its
own discretion. This credit line had not been utilized as of the

reporting date.

On September 22, 2014 the Group arranged credit lines

amounting to US$ 15.6 billion with a banking consortium to secure

the expected purchase price payment for the planned acquisition

of the Sigma-Aldrich Corporation, USA (Sigma-Aldrich). As of the
balance sheet date, the nominal volume of these credit lines was

US$ 13.1 billion since a portion of the original nominal amount

had already been replaced by other financial resources. A signifi-

cant portion of the credit line is to be replaced by other capital

market instruments by the time the acquisition closes. As of

December 31, 2014, the described credit lines for financing the

planned acquisition represent the vast majority of the existing

bank lines amounting to € 11,544.8 million (2013: € 245.0 million).

Furthermore, the Group had access to a commercial paper program

with a volume of € 2 billion to meet short-term capital require-

ments, which had not been utilized as of the reporting date.

In October 2014, the Group renewed its debt issuance program

with a volume of € 15 billion. The debt issuance program forms

a flexible contractual basis for issuing bonds.

In December 2014, the Group issued a subordinate hybrid

bond with a two-tranche structure. This issuance is part of the

financing of the proposed acquisition of Sigma-Aldrich. Both

tranches have a maturity of 60 years. The first tranche with a

nominal volume of € 1.0 billion pays a coupon of 2.625% and

contains an early bond redemption option for Merck KGaA,

Darmstadt, Germany, after 6.5 years. The second tranche, with a

nominal volume of € 500 million and carrying coupon of 3.375%,

includes an early redemption right for the Group after ten years.

The two rating agencies Standard St Poor’s and Moody's have

given equity credit treatment to half of the issuance, thus making

the issuance more favorable to the Group's credit rating than a

classic bond issue. The bond is recognized in fiill as a financial

liability in the balance sheet.
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The following bonds issued by the Group are currently outstanding:

Nominal

Issuer Nominal value Maturity interest rate Issue price    

Merck Financial Services GmbH, Germany, a subsidiary of
Merck KGaA, Darmstadt. Germany €1,350 million March 2010—March 2015 3.375% 99.769

Merck Financial Services GmbH, Germany, a subsidiary of
Merck KGaA, Darmstadt. Germany €100 million December 2009 — December 2015 3.615%‘ 100.000

EMD Millipore Corporation, USA €250 million June 2006—June 2016 5.875% 99.611

Merck Financial Services GmbH, Germany, a subsidiary of
Merck KGaA, Darmstadt. Germany €60 million November 2009 — November 2016 4.000% 100.000

Merck Financial Services GmbH, Germany, a subsidiary of
Merck KGaA, Darmstadt. Germany €70 million December 2009 — December 2019 4.250% 97.788

Merck Financial Services GmbH, Germany, a subsidiary of
Merck KGaA, Darmstadt. Germany €1,350 million March 2010—March 2020 4.500% 99.582

Merck KGaA, Darmstadt. Germany €1,000 million December 2014- December 2074’ 2.625%’ 99.274

Merck KGaA, Darmstadt. Germany €500 million December 2014- December 20743 3.375%” 100.000

‘Fixed by interest rate swaps.
2Merck KGaA, Darmstadt. Germany, has the right to prematurely repay this tranche of the hybrid bond issued in December 2014 for the first time in June 2021. The nominal interest rate

is fixed until that date.
3 Merck KGaA, Darmstadt. Germany, has the right to prematurely repay this tranche of the hybrid bond issued in December 2014 for the first time in December 2024. The nominal interest
rate is fixed until that date.

The financial liabilities of the Group are not secured by liens or Finance lease liabilities represented the present value of future

similar forms of collateral. The loan agreements do not contain payments arising from finance leases. This item primarily related

any financial covenants. The Group's average borrowing cost as to liabilities from finance leases for land and buildings.

of the balance sheet date was 3.3% (2013: 3.9 %). Information on liabilities to related parties can be found in
Note [66].

(45) TRADE ACCOUNTS PAYABLE

Trade accounts payable consisted of the following:

€miIIion Dec. 31, 2014 Dec. 31, 2013  

Liabilities to third parties 1,539.3 1,363.9
Liabilities to investments 0.1 0.2

1539.4 1,364.1

Trade accounts payable included accrued amounts of€ 831.0 million

(2013: € 778.0 million) for outstanding invoices and reductions in
sales revenues.
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€million current non-current Dec. 31, 2014 current non-current Dec. 31, 2013——————

Other financial liabilities 692.9 3.2 696.1 578.9 2.2 581.1

Liabilities from derivatives

(operational) 29.0 6.4 35.4 1.5 0.6 2.1
Financial items 721.9 9.6 731.5 580.4 2.8 583.2

Accruals for personnel expenses 474.3 — 474.3 439.9 — 439.9
Deferred income 220.9 768.6 989.5 31.6 2.3 33.9

Advance payments received from
customers 15.0 — 15.0 16.0 — 16.0

Liabilities from non-income
related taxes 142.5 3.8 146.3 66.6 0.5 67.1

Non-financial items 852.7 772.4 1,625.1 554.1 2.8 556.9

1,574.6 782.0 2,356.6 1,134 5 5 6 1.1401

As of December 31, 2014, other financial liabilities included

liabilities to related companies amounting to € 425.6 million

(2013: € 373.1 million). These are mainly profit entitlements of

E. Merck KG, Darmstadt, Germany. Moreover, this item contained

liabilities to investments amounting to € 3.1 million (2013: € 1.6
million), interest accruals of € 85.9 million (2013: € 83.3 million)

as well as payroll liabilities of € 65.9 million (2013: € 63.6 mil-

lion). The remaining amount of € 115.6 million (2013: € 59.5 mil-

lion) recorded under other financial liabilities included among

other things liabilities to insurers as well as contractually agreed

payment obligations vis—a-vis other companies.
The increase in deferred income results from the collaboration

agreement with Pfizer Inc., USA (see Note [5]).

Tax liabilities and provisions for tax liabilities resulted in total
income tax liabilities of € 849.8 million as of December 31, 2014

(2013: € 465.1 million). The increase in tax liabilities is primarily

due to higher income tax expenses in fiscal 2014 (see Note [32]) as

well as provisions for potential tax obligations.
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Provisions developed as follows:
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Environmental

 

 

 

 

 

 

 

 

emf/lion Litigation Restructuring Personnel protection Other Total——————

January 1, 2014 772.3 202.8 201.6 111.2 217.9 1,505.8
Additions 125.1 44.1 130.8 9.9 167.3 477.2

Utilizations —332.3 —104.2 —58.2 —12.1 —36.4 —543.2

Release —260.3 —8.3 —24.4 —3.4 —25.1 —321.5

Interest portion 5.0 — 1.5 17.3 — 23.8

Currency translation 22.5 2 1 14.2 0.8 4.5 44.1

Changes in scope of
consolidation] Other 60.8 — 1.3 — —60.5 1.6
December 31. 2014 393.1 136.5 266.8 123.7 267.7 1,187.8

thereof current 140.5 65.5 120.0 11.3 224.4 561.7

thereof non-current 252.6 71.0 146.8 112.4 43.3 626.1 

Litigation

As of December 31, 2014, the provisions for legal disputes

amounted to € 393.1 million (2013: € 772.3 million). Many of the

legal disputes and official proceedings currently pending relate to

the Biopharmaceuticals division. The legal matters described below

represent the most significant legal risks.

Product-related and patent disputes

The litigation risk with Israel Bio-Engineering Project Limited

Partnership (IBEP) was eliminated as of the end of 2014. IBEP

asserted claims for property rights and the payment of license fees

for the past and the future. These legal disputes were connected to

the financing of medical research projects in the early 1980s. The

Group had taken appropriate accounting measures for these legal

disputes in the past. As of year-end, the Group achieved a written

settlement with IBEP according to which the legal disputes were

settled in exchange for a sum of money. The provision recognized

in previous years was partly used and the remainder was released.

Rebif®:The Group is involved in a patent dispute with Biogen Idec

Inc., USA, (Biogen) in the United States. Biogen claims that the

sale of Rebiiis in the United States infringes on a Biogen patent.

The disputed patent was granted to Biogen in 2009 in the United

States. Subsequently, Biogen sued the Group and other pharma—

ceutical companies for infringement of this patent. The Group

defended itself against all allegations and brought a countersuit

claiming that the patent was invalid and not infringed on by the

Group’s actions. A Markman hearing was held in January 2012;

a decision has not yet been announced. The parties are currently

engaged in court-ordered mediation proceedings that have not yet

officially ended. It is currently not clear when a first—instance

decision will be made. The Group has taken appropriate account—

ing measures.

In the Performance Materials division, the Group is in negotiations

with a competitor regarding potential patent infringements. The

Group maintains that the competitor's patent infringement asser—

tion is invalid owing to relevant prior art. The competitor has

threatened to file patent infringement lawsuits. The Group has

taken appropriate accounting measures for this issue.

Antitrust proceedings

Raptiva®: In December 2011, the Brazilian federal state of $50 Paulo

sued the Group for damages because of alleged collusion between

various pharmaceutical companies and an association of patients

suffering from psoriasis and vitiligo. The collusion is alleged to

have aimed at an increase in the sales of the involved companies'

drugs to the detriment of patients and state coffers. Moreover, in

connection with the product RaptivaO, patients have filed suit to

receive compensatory damages. The Group has taken appropriate

accounting measures for these legal disputes in the financial state—
ments.
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Drug pricing by the divested Generics Group

Paroxetine: In connection with the divested generics business, the

Group is subject to antitrust investigations by the British Com-

petition and Market Authority (“CMA”) in the United Kingdom. In

March 2013, the CMA informed the Group of the assumption that

a settlement agreement entered into in 2002 between Generics

(UK) Ltd. and several GlaxoSmithKline companies in connection

with the antidepressant drug paroxetine violates British and Euro-

pean competition law. As the owner of Generics (UK) Ltd. at the

time, the company was allegedly involved in the settlement nego-

tiations and is therefore liable. The investigations into Generics

(UK) Ltd. started in 2011, without the Group being aware of this.

It is considered probable that the CMA will impose a fine on the

Group. The Group has recognized appropriate provisions in this
connection.

Foreign exchange transfer restrictions

In one jurisdiction, the Group and other companies are subject to

a government investigation regarding compliance with foreign

exchange transfer restrictions. In this connection, the responsible

authorities are investigating whether import prices led to imper-

missibly high foreign exchange transfers. Appropriate accounting

measures have been taken for repayments and fines that are esti-

mated to be probable due to the uncertain legal situation in the

affected country. The provision recognized in 2013 under other

provisions was reclassified to provisions for litigation.

In addition to provisions for the mentioned litigation, provi-
sions existed as of the balance sheet date for various smaller

pending legal disputes.

Restructuring

Provisions for restructuring mainly include commitments to em-

ployees in connection with restructuring projects and provisions

for onerous contracts. These were recognized once detailed re-

structuring plans had been prepared and communicated.

In 2012, the “Fit for 2018" transformation and growth program

was established. The aim of this program is to secure the competi-

tiveness and the growth of the Group over the long term. The non-

current provisions of € 71.0 million (2013: € 74.7 million) recorded

in this connection mainly consist of commitments to employees

from partial and early retirement arrangements. In addition, current

provisions of € 65.5 million (2013: € 128.1 million) reflect future

commitments for severance payments and commitments arising

CONSOLIDATED FINANCIAL STATEMENTS —» Notestathec-iroupaccounts

from site closures. The payments made in 2014 in the amount of

€ 104.3 million are primarily due to severance payments to em-

ployees. Cash flows owing to provisions for restructuring are for

the most part expected within a period of up to 2019.

Provisions for employee benefits I Share—based payment

Provisions for employee benefits include obligations from long-

term variable compensation programs. Payments from the long-

term variable compensation plan in place until 2011 were made

for the last time in 2014. The long-term variable compensation

plan valid since 2012 is aligned not only with target achievement

based on key performance indicators, but above all with the long-

term performance of the shares of Merck KGaA, Darmstadt, Ger-

many. Certain executives and employees could be eligible to receive
a certain number of virtual shares — Share Units of Merck KGaA,

Darmstadt, Germany, (MSUs) — at the end of a three-year perfor-

mance cycle. The number of MSUs that could be received depends

on the total value defined for the respective person and the aver-

age closing price of the shares of Merck KGaA, Darmstadt,

Germany, in Xetra‘? trading during the last 60 trading days prior to

January 1 of the respective fiscal year (reference price). In order

for members of top management to receive payment, they must

personally own an investment in the company's shares dependent

on their respective fixed annual compensation. When the three-year

performance cycle ends, the number of MSUs to then be granted

is determined based on the development of two key performance

indicators (KPIs). These are on the one hand the performance

of the company's share price compared to the performance of

the DAX® with a weighting of 70% and on the other hand the

development of the EBITDA pre margin during the performance

cycle as a proportion of a defined target value with a weighting of

30%. Depending on the development of the KPIs, at the end of the

respective performance cycle the eligible participants are granted

between 00/0 and 1500/o of the MSUs they could be eligible to
receive.

Based on the MSUs granted, the eligible participants receive a

cash payment at a specified point in time in the year after the

three-year performance cycle has ended. The value of a granted

MSU, which is relevant for payment, corresponds to the average

closing price of the company shares in Xetra trading during the

last 60 trading days prior to January 1 after the performance

cycle. The payment amount is limited to three times the reference
price.
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2012 tranche 2013 tranche 2014 tranche

 

Performance cycle Jan. 1, 2012 to Dec. 31, 2014 Jan. 1, 2013 to Dec. 31, 2015 Jan. 1, 2014 to Dec. 31, 2016 

 

 

 

 

 

 

 

 

 

 

 

 

 

Term 3 years 3 years 3 years

Reference price of shares in €
(60-day average share price prior to the start of the
performance cycle) 69.57 100.11 122.84

DAX® value

(60-day average of the DAX® prior to the start of the
performance cycle) 5,883.35 7,350.64 9,065.08

Potential number of MSUs

Potential number offered for the first time in 2012 538,235 — —

Expired 30,685 — —
Status on Dec. 31, 2012 507,550 — —

Potential number offered for the first time in 2013 — 389,658 —

Expired 28,101 11,938 —
Status on Dec. 31, 2013 479,449 377,720 —

Potential number offered for the first time in 2014 — — 355,164

Expired 42,215 38,179 21,247

MSUs granted to employees of the
AZ Electronic Materials Group on May 2, 2014 — — 22,865
Status on Dec. 31, 2014 437,234 339,541 356,782 

The fair value of the obligations is recalculated on each balance

sheet date using a Monte Carlo simulation based on the previously

described KPIs. The expected volatilities are based on the implicit

volatility of the company shares and the DAX® in accordance with

the remaining term of the LTIP tranche. The dividend payments

incorporated into the valuation model orient towards medium—

term dividend expectations. The value of the provision for the

vesting period already completed was € 144.8 million as of

December 31, 2014 (2013: € 63.5 million). The net expense for
fiscal 2014 was € 81.3 million (2013: € 45.7 million].

The Executive Board members have their own Long-Term

Incentive Plan, the conditions of which largely correspond to the

Long—Term Incentive Plan described here. A description of the

plan for the Executive Board can be found in the compensation

report, which is part of the Statement on Corporate Governance.

Provisions for employee benefits also include obligations for

the partial retirement program and other severance pay that were

not set up in connection with the "Fit for 2018” transformation

and growth program as well as obligations in connection with

long-term working hour accounts and anniversary bonuses.

With respect to provisions for defined—benefit pensions and

other post—employment benefits, see Note [49].

Environmental protection

Provisions for environmental protection mainly existed in Germany

and the United States and were set up particularly for obligations

from soil remediation and groundwater protection in connection

with the discontinued crop protection business.

Other provisions

Other provisions mainly include provisions for purchase commit—

ments, subsequent contract costs stemming from discontinued

research projects, other guarantees, and provisions for uncertain
commitments from contributions, duties and fees.

In 2014, the clinical development program for tecemotide, an

investigational antigen—specific cancer immunotherapy for the

treatment of non—small cell lung cancer, and the development of

plovamer acetate, an active ingredient for the treatment of multi—

ple sclerosis, terminated. In addition, the license rights to the active

ingredient ceraliflimod were returned to Ono Pharmaceutical Co.,

Ltd., Japan, since the compound does not meet the criteria for

finther investment. Furthermore, the Biopharmaceuticals division

decided to return the rights to the compound Sym004 to Sympho—

gen A/S Denmark.

Provisions for subsequent costs that are likely to be incurred

for the aforementioned and other discontinued research projects

were recognized during the reporting period.
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(49) PROVISIONS FOR PENSIONS AND

OTHER POST-EMPLOYMENT BENEFITS

Depending on the legal, economic and fiscal circumstances pre-

vailing in each country, different retirement benefit systems are

provided for the employees of the Group. Generally these systems

are based on the years of service and salaries of the employees.

Pension obligations of the Group include both defined benefit and

defined contribution plans and comprise both obligations from

current pensions and accrued benefits for pensions payable in the

€ million

CONSOLIDATED FINANCIAL STATEMENTS —» Notestathec-iroupaccounts

future. In the Group, defined benefit plans are funded and unfimded.

Provisions also contain other post-employment benefits, such as
accrued future health care costs for retirees in the United States.

In order to limit the risks of changing capital market conditions

and demographic developments, for many years now the Group

has been offering only defined contribution plans to newly hired

employees.

The value recognized in the balance sheet for pensions and

other post-employment benefits was derived as follows:

Dec. 31, 2014 Dec. 31, 2013

Present value of all defined benefit obligations 3,812.7 2,736.8

Fair value of the plan assels —1.994.4 —1,840.2
Funded status 1,818.3 896.6

Effects of asset ceilings — 10.5

Net defined benefit liability recognized in the balance sheet 1,818.3 907.1

Assels from defined benefit plans 1.8 3.8

Provisions for pensions and other post-employment benefits

The calculation of the defined benefit obligations as well as the

relevant plan assets was based on the following actuarial param-
eters:

1,820.1 910.9

Germany Switzerland United Kingdom Other countries
in% 2014 2013 2014 2013 2014 2013 2014 2013— — — — — — — —

Discount rate 2.00 3.75 1.00 2.30 3.66 4.57 4.16 4.76

Future salary increases 2.52 2.51 1.96 1.73 2.10 3.89 4.53 4.03

Future pension increases 1.75 1.75 — 0.01 3.06 3.38 1.58 2.34

Future cost increases for health care benefits — — — — — — 5.10 5.10

These are average values weighted by the present value of the

respective benefit obligation.
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CONSOLIDATED FINANCIAL STATEMENTS —> Notestothec-iroupaccounts

The defined benefit obligations of the Group were based on the

following types of benefits provided by the respective plan:

Present value ofdefined benefit obligations in G million
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Germany Other countries Group
Dec. 31,2014 Dec. 31, 2014 Dec. 31, 2014TTT

Benefit based on final salary

Annuity 2,542.3 462.5 3,004.8

Lump sum — 98.0 98.0
Installments 1 2 — 1 2

Benefit not based on final salary

Annuity 141.9 506.9 648.8

Lump sum 7.1 40.1 47.2

Medical plan — 12.7 12.7
2,692.5 1,120.2 3,812.7

The main benefit rules are as follows:

Merck KGaA, Darmstadt, Germany, and AB Allgemeine Pensions
GmbH Et Co. KG accounted for € 2,434.0 million (2013: € 1,670.6

million) of the defined benefit obligations and € 1,098.1 million

(2013: € 1,052.6 million) of the plan assets. The benefits comprise

old-age, disability and surviving dependent pensions. On the one

hand, these obligations are based on benefit rules comprising

benefit commitments dependent upon years of service and final

salary from which newly hired employees have been excluded. On

the other hand, the benefit rules applicable to employees newly

hired since January 1, 2005 comprise a direct commitment in the

form of a defined contribution pension plan. The benefit entitle-

ment results from the cumulative total of annually determined

pension components that are calculated on the basis of a defined

benefit expense and an age-dependent annuity table. Statutory

minimum firnding obligations do not exist.

The Biopharmaceuticals division’s pension fund in Switzerland
accounted for € 402.6 million (2013: € 314.8 million) of the de-

fined benefit obligations and € 363.5 million (2013: € 324.9 mil-

lion) of the plan assets. Of this amount, € 10.5 million could not

be recognized in 2013 due to effects of the asset ceiling according

to IAS 19.64. These obligations are based on the granting of old-

age, disability and surviving dependents benefits, which include

the legally required benefits. Both employer and employee contri-

butions are paid into the pension fund. Statutory minimum fund-

ing obligations exist.

The Pension Scheme of the Group in the United Kingdom
accounted for € 376.5 million (2013: € 320.1 million) of the defined

benefit obligations and € 343.6 million (2013: € 293.1 million) of

the plan assets. These obligations result from a benefit plan which

is based on years of service and final salary and was closed to

newly hired employees in 2006. The agreed benefits comprise

old-age, disability and surviving dependent benefits. The employer

and the employees make contributions to the plan. Statutory min-

imum fiinding obligations also exist in the United Kingdom.

Page 222



�Ýß àáâãáäåæçèéæêëåâçâàåçäêãèçèéìéâèãêíê¤ïô·̧¹ôï¹ô�·¹¥�ï¦�¹µööï¦ðô̧

Ô²�¹«¬�½¬±̄½¹́²µ�±¬½́̄ Á̧�¹«¬�º̄··̄Ǽ²µ�́¹¬°¶�Æ¬½¬�½¬®̄µ²́×¬̧�́²�²́®̄°¬ã
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CONSOLIDATED FINANCIAL STATEMENTS —> NotestotheGroupaccounts

The following overview shows how the present value of all defined

benefit obligations would have been influenced by changes to

definitive actuarial assumptions. To determine the sensitivities,

in principle each of the observed parameters was varied while
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keeping the measurement assumptions otherwise constant. Insofar

as its development of social security is comparable to salary trends,

the amounts for social security vary together with the salary
trend.

 

 

 

 

 

 

 

 

 

 

€million Dec. 31, 2014—

Present value of all defined benefit obligations if

the discount rate is 50 basis points higher 3,463.7

the discount rate is 50 basis points lower 4,218.1

the expected rate of future salary increases is 50 basis points higher 3,947.7

the expected rate of future salary increases is 50 basis points lower 3,690.7

the expected rate of future pension increases is 50 basis points higher 4,028.0

the expected rate of future pension increases is 50 basis points lower 3,633.7

the medical cost trend rate is 50 basis points higher 3,813.7

the medical cost trend rate is 50 basis points lower 3,811.8

The fair value of the plan assets changed in the reporting period
as follows:

€million 2014 2013

 

 

 

 

 

 

 

 

 

 

 

 

 

Fair value of the plan assets on January 1 1,840.2 1,633.6

Currency translation differences 33.7 —22.1

Interest income from plan assets 67.2 52.1

Actuarial gains (+)/ losses (—) arising from experience adjustments 50.7 49.0
Funding CTA — 200.0

Employer contributions 27.2 39.9

Employee contributions 7.2 7.0

Pension payments from plan assets —32.8 —119.1

Changes in the scope of consolidation 3.0 —

Plan administration costs paid from the plan assets recognized in income —1.9 —1.7

Other effects recognized in income 0.2 —0.1

Other changes —0.3 1.6

Fair value of the plan assets on December 31 1,994.4 1,840.2

The actual return on plan assets amounted to € 117.9 million in

2014 (2013: income of € 101.1 million). Changes in the effects of

the asset ceilings in accordance with IAS 19.64 were recognized in

the amount of € 10.8 million as actuarial gains (2013: € 10.5 mil—

lion in actuarial losses) and € 0.3 million as interest expenses

(2013: € 0.0 million). The effects of the asset ceilings as of the
balance sheet date amounted to € 0.0 million (2013: € 10.5 million).
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CONSOLIDATED FINANCIAL STATEMENTS —> NotestotheGroupaccounts

The fair value of the plan assets can be allocated to the following

categories:
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Dec. 31, 2014 Dec. 31. 2013

Quoted No quoted Quoted No quoted
market price in an market price in an market price in an market price in an

€million active market active market Total active market active market Total

Cash and cash equivalents 167.0 — 167.0 522.8 0.1 522.9

Equity instruments 544.9 — 544.9 433.8 0.9 434.7
Debt instruments 662.5 — 662.5 589.2 0.5 589.7

Direct investments in real estate — 84.7 84.7 — 79.1 79.1

Investment funds 371.3 — 371.3 136.7 — 136.7

Insurance contracts — 74.9 74.9 — 71.4 71.4

Other 88.2 0.9 89.1 5.7 — 5.7

Fair value of the plan assets 1,833.9 160.5 1,994.4 1.688 2 152 0 1.840 2

Employer contributions to plan assets and direct payments to ben—

eficiaries will probably amount to around € 93.3 million in 2015.

The weighted duration amounted to 20 years.

The cost of ongoing contributions for defined contribution

plans that are financed exclusively by external funds and for

which the companies of the Group are only obliged to pay the
contributions amounted to € 38.7 million (2013: € 19.3 million).

In addition, employer contributions amounting to € 57.2 million

(2013: € 55.5 million) were transferred to the German statutory

pension insurance system and € 28.5 million (2013: € 29.7 mil—

lion] to statutory pension insurance systems abroad.

Equity capital

The total capital of the company consists of the share capital com—

posed of shares and the equity interest held by the general partner

E. Merck KG, Darmstadt. Germany. As of the balance sheet date,

the company’s share capital amounting to € 168.0 million was

divided into 129,242,251 no—par value bearer shares plus one reg—

istered share and is disclosed as subscribed capital. The number of

shares doubled compared to the previous year. after the Annual

General Meeting of Merck KGaA. Darmstadt. Germany. resolved a

1:2 stock split, which was implemented as of June 30, 2014.

The amount resulting from the issue of shares by Merck KGaA.

Darmstadt. Germany. exceeding the nominal amount was recog—

nized in the capital reserves. The equity interest held by the general

partner amounted to € 397.2 million.

Share of net profit of E. Merck KG, Darmstadt, Germany

E. Merck KG, Darmstadt. Germany, and Merck KGaA. Darmstadt.

Germany. engage in reciprocal net profit transfers. This makes it

possible for E. Merck KG. Darmstadt. Germany, the general partner

of Merck KGaA. Darmstadt. Germany. and the shareholders to par—

ticipate in the net profit I loss ofMerck KGaA. Darmstadt. Germany,

in accordance with the ratio of the general partner’s equity interest

and the share capital (70.2740/0 or 29.726% of the total capital).

The allocation of net profit I loss is based on the net income of

E. Merck KG, Darmstadt. Germany, determined in accordance with

the provisions of the German Commercial Code as well as the in—

come/loss from ordinary activities and the extraordinary result of

Merck KGaA. Darmstadt. Germany. These results are adjusted for

trade tax and create the basis for the allocation of net profit/ loss.
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2014 2013

E. Merck KG, Merck KGaA, E. Merck KG, Merck KGaA,

emf/lion Darmstadt. Germany Darmstadt. Germany Darmstadt, Germany Darmstadt. Germany————

Net income 407.9 148.4 345.1 134.0

Profit carried forward from previous year 26.3 11.2 — —
Withdrawal from revenue reserves — — — —

Transfer to revenue reserves — — — —

Retained earnings Merck KGaA. Darmstadt. Germany 159.6 134.0

Withdrawal by E. Merck KG, Darmstadt. Germany —362.3 —318.8

Dividend proposal —129.2 —122.8
Profit carried forward 71.9 30.4 26.3 11.2

For 2013, a dividend of € 1.90 per share was distributed. The

dividend proposal for fiscal 2014 will be € 1.00 per share, taking

into account the doubling of the number of shares since June 2014.

The proposed payment to shareholders amounts to € 129.2 million

(2013: € 122.8 million). The amount withdrawn by E. Merck KG,

Darmstadt, Germany, would amount to € 362.3 million (2013:
€ 318.8 million).

Changes in reserves

For 2014 the profit transfer to E. Merck KG, Darmstadt, Germany,

including changes in reserves amounted to € 43 5.0 million. This

consists of the profit transfer to E. Merck KG, Darmstadt, Germany
(€ — 419.5 million), the result transfer from E. Merck KG, Darmstadt,

Germany, to Merck KGaA, Darmstadt, Germany (€ —6.3 million),

the change in the profit carried forward of E. Merck KG, Darmstadt,

Germany (€ 45.6 million) as well as the profit transfer from Merck

Et Cie, a subsidiary of Merck KGaA, Darmstadt, Germany, to

E. Merck KG, Darmstadt, Germany (€ — 54.8 million). Merck Et Cie

is a partnership under Swiss law that is controlled by Merck KGaA,

Darmstadt, Germany, but distributes its operating result directly to

E. Merck KG, Darmstadt, Germany. This distribution is a payment

to shareholders, which is why it is likewise presented under

changes in equity.

Non-controlling interests

The disclosure of non—controlling interests was based on the stated

equity of the subsidiaries concerned after any adjustment required

to ensure compliance with the accounting policies of the Group, as

well as pro rata consolidation entries.

The net equity attributable to non—controlling interests mainly

related to the minority interests in the publicly traded companies

Merck Ltd., India, a subsidiary ofMerck KGaA, Darmstadt, Germany,

and RT. Merck Tbk, Indonesia, a subsidiary of Merck KGaA,

Darmstadt, Germany, as well as Merck Ltd. Thailand, a subsidiary of

Merck KGaA, Darmstadt, Germany, and Merck (Pvt) Ltd., Pakistan,

a subsidiary of Merck KGaA, Darmstadt, Germany.

For an interim period, non-controlling interests of € 161.9

million existed in the course of the acquisition of AZ Electronic

Materials SA. The acquisition of these interests after May 2, 2014

was recognized in equity as a transaction without a change of

control. This lowered retained earnings by € 189.4 million, corre—

sponding to the difference between the purchase price of € 351.3

million paid for the remaining shares and the disposal of non—

controlling interests in the amount of € 161.9 million.
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Performance Materials Life Science Corporate and Other Group
2014 2013 2014 2013 2014 2013 2014 2013        

2,059.6 1,642.1 2,682.5 2,627.5 — — 11,291.5 10,700.1
0.9 2.3 14.0 17.8 — — 209.3 395.0

2,060.5 1,644.4 2,696.5 2,645.3 - - 1 1,500.8 1 1,095.1

—983.2 —617.1 —1,168.7 —1,152.3 -4.1 -4.9 —3,526.4 —3,041.7

(— 46.4) (-1.2) (- 47.6) (— 48.0) (-) (-) (— 94.0) (— 49.2)
1,077.3 1,027.3 1,527.8 1,493.0 -4.1 -4.9 7,974.4 8,053.4

—177.8 —151.6 —844.1 —835.2 0.3 -1.0 —3,104.9 -3.088 5

(-11.7) (-11.1) (—151.8) (—151.9) (-) (-) (- 719.0) (— 762.0)
-1.1 -1.3 -15.6 -16.1 0.1 0.1 —537.5 —567.0

-56.1 -27.8 —110.4 -99.2 —195.2 —206.0 —608.6 —562.4

—170.6 —145.4 —162.6 —159.8 -4.5 -1.6 —1,703.7 —1,506.6

(— 2-8) (— 2-3) (-) (-) (-) (-) (— 3-8) (— 2-3)
-60.2 -47.9 -105.9 —120.7 -41.7 -46.6 —257.7 —718.1

611.5 653.3 289.2 262.0 -245.1 -259.7 1,762.0 1,610.8

190.0 107.7 308.1 309.2 14.3 15.0 1,261.6 1,237.9
2.7 9.3 1.6 18.8 5.1 0.8 100.2 225.6

-0.6 -4.5 — -0.2 -0.3 -0.1 -0.9 — 5.1

803.6 765.8 598.9 589.8 - 226.0 - 244.0 3,122.9 3,069.2
91.2 13.9 59.7 53.0 60.0 47.3 264.8 184.1

894.8 779.7 658.6 642.8 -166.0 -196.7 3,387.7 3,253.3
43.4 47.5 24.6 24.5 — — 30.0 30.4

3,348.6 1,044.7 6,196.3 5,987.1 126.1 36.0 15,712.0 14,294.0

—355.4 —155.9 —434.6 —391.9 -56.5 -64.8 -3,354.4 —2,045.1
91.5 66.5 130.6 112.6 33.6 72.9 480.9 407.0

7.5 6.7 6.5 10.3 15.2 11.6 143.3 109.6

900.4 828.4 580.0 557.5 —1,062.2 —1,046.4 2,705.5 2,225.5

699.6 787.8 419.0 493.8 —214.7 —281.2 2,6051 2,960.0
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INFORMATION BY COUNTRY AND REGION

CONSOLIDATED FINANCIAL STATEMENTS —» NotestotheGIoupoccounts

 

 

 

 

 

 

 

Europe thereof Germany thereof France thereof Switzerland
€million 2014 2013 2014 2013 2014 2013 2014 2013———— ——— —

Sales by customer location 4,014.6 3,984.6 845.2 825.4 648.3 677.0 149.3 159.0

Sales by company location 4,520.1 4,457.5 1,592.0 1,570.8 779.1 790.8 182.5 188.6
Total revenues 4,674.1 4,686.6 1,618.0 1,596.8 840.1 812.5 247.5 364.5

Intangible assets 7,966.3 7,572.4 448.9 398.0 269.2 278.0 4,151.4 4,692.3

Property, plant and
equipment 2,163.1 2,075.2 1,032.8 997.5 205.4 183.6 498.2 508.0

Research and development
costs1 —1,550.7 —1,359.7 —816.0 —851.3 —56.9 —56.4 —604.8 —411.4

Number of employees 20,537 20,013 11,191 10,868 2,943 2,946 1,347 1,232 

‘The disclosure of amortization of intangible assets (excluding software] has been changed. See Note "Accounting and measurement principles".

Segmentation was performed in accordance with the organizational

and reporting structure of the Group that applied during 2014.

The Biopharmaceuticals division focuses on specialist thera-

peutic areas and markets innovative prescription drugs of chemi-

cal and biotechnological origin. The Consumer Health division

comprises the Group’s business with high—quality over-the—count-

er products for preventive health care and self—treatment of minor

ailments. The Performance Materials division consists of the Liq-

uid Crystals, Pigments 8t Cosmetics and Advanced Technologies
business units as well as the businesses of the AZ Electronic Ma-

terials Group, which were added in 2014. The Life Science division

offers solutions to research and analytical laboratories in the

pharmaceutical l biotechnology industry or in academic institu-

tions, and customers manufacturing large- and small—molecule

drugs. The fields of activity of the individual divisions are described

in detail in the sections about the divisions in the Group manage-
ment report.

Corporate and Other includes assets and liabilities as well as

income and expenses that are largely allocable to Group functions

and thus cannot be directly allocated to the reportable segments

presented; it serves the reconciliation to the Group numbers. The
cash flows attributable to the financial result and income taxes are

also presented under Corporate and Other.

Apart from sales, the success of a segment is mainly determined

by EBITDA pre one-time items (segment result] and business free

cash flow. EBITDA pre one—time items and business free cash flow

are performance indicators not defined by International Financial

Reporting Standards. However, they represent important variables

used to steer the Group. To permit a better understanding of oper-

ational performance, EBITDA pre one-time items excludes depre-

ciation and amortization in addition to specific income and ex-

penses of a one—time nature presented in the following. Among

other things, business free cash flow is also used for internal target

agreements and individual incentive plans.

Transfer prices for intragroup sales are determined on an

arm's-length basis.

The Emerging Markets region comprises Latin America and

Asia with the exception of Japan. The Rest of World region com-

prises Japan, Africa and Australia] Oceania.

Neither in 2014 nor in 2013 did any single customer account

for more than 10% of Group sales.
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North America thereof USA Emerging Markets Rest of World Group
2014 2013 2014 2013 2014 2013 2014 2013 2014 2013— ——— ——————

2,152 2 2,078 0 2,009.9 1,916 8 4,250 2 3,795.6 874.5 841.9 11,291.5 10,700.1

2,142 3 2,072 7 2,022.3 1,933 1 3,909 9 3,467.1 719.2 702.8 11,291.5 10,700.1

2,142 9 2,077 1 2,022.9 1,937 5 3,957 0 3,622.3 726.8 709.1 11,500.8 11,095.1

2,522 5 2,214 8 2,522 3 2,214 5 745 7 46.5 161.0 33.5 11,395.5 9,867.2

416.2 341.6 415.1 340.4 295.4 169.3 115.7 61.1 2,990.4 2,647.2

—90.4 —92.5 —88.7 —94.7 —47.2 —36.6 —15.4 —17.8 —1,703.7 —1,506.6

5,092 4,911 4,939 4,754 12,176 11,688 1,834 1,542 39,639 38,154

The following table presents the reconciliation of EBITDA pre

one—time items of all operating businesses to the profit before

income tax of the Group:

6 million 2014 2013

 

 

 

 

 

Total EBITDA pre one-time items of the operating businesses 3,553.7 3,450.0

Corporate and Other —166.0 —196.7

EBITDA pre one-time items of the Group 3,387.7 3,253.3

Depreciation and amortization] impairment losses/ reversals of impairments —1,360.9 —1,458.4
One-time items — 264.8 —184.1

Operating result (EBIT) 1,762.0 1,610.8
Financial result — 205.0 — 222.2

Profit before income tax 1,557.0 1,388.6

EBITDA pre one—time items of all operating businesses totaled

€ 3,553.7 million (2013: € 3,450.0 million). Taking into account the

expenses and income of € —166.0 million (2013: € —196.7 million]

not allocable to the operating businesses which were reported

under Corporate and Other, EBITDA pre one—time items of the

Group amounted to € 3,387.7 million (2013: € 3,253.3 million).

This figure did not include depreciation, amortization, impair-

ments and reversals of impairments or one-time items (excluding

impairments and reversals of impairments). Consequently, the total

operating result (EBIT) of the Group amounted to € 1,762.0 million
(2013: € 1,610.8 million].
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One-time items comprised the following:

CONSOLIDATED FINANCIAL STATE M E N TS —» Notes to the Group accounts

€miIIion 2014 2013

Integration costs I IT costs — 87.2 — 49.0

Acquisition-related one-time items — 85.0 —

Restructuring costs — 83.9 —130.5

Gainsl losses on the divestment of businesses 1.9 -2.3
Other one-time items -10.6 -2.3

one-time items — 264.8 -1 84.1

Impairment losses -9.8 —207.2

Reversals of impairments — 4.5

0ne—time items (total) — 274.6 — 386.8

Of the acquisition-related one-time items of € 85.0 million (2013:

€ 0.0 million), € 60.5 million related to the step-up of the acquired
inventories of AZ Electronic Materials S.A. (AZ).

Additionally, this figure included acquisition costs of € 24.5

million for the acquisition of AZ and the planned acquisition of

the Sigma-Aldrich Corporation, USA.
Business free cash flow was determined as follows:

€miIIion 2014 2013

EBITDA pre one-time items 3,387.7 3,253.3

Less investments in property. plant and equipment, software as well as
advance payments for intangible assets —527.5 —446.2

Changes in inventories as reported in the balance sheet —185.5 59.7

Changes in trade accounts receivable as reported in the balance sheet —214.2 93.2

Adjustment first-time consolidation of AZ Electronic Materials SA. 144.6 —
Business free cash flow 2,605.1 2,960.0
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CONSOLIDATED FINANCIAL STATEMENTS —> NotestotheGroupaccounts

The reconciliation of operating assets presented in the Segment

Reporting to the total assets of the Group was as follows:
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€million Dec. 31, 2014 Dec. 31, 2013

Assets 26,010.1 20,818.6

Monetary assets (cash and cash equivalents, current financial assets, loans and securities) —5,563.1 —3,539.3
Non-operating receivables, income tax receivables, deferred taxes and net defined benefit assets —1,380.6 —913.1
Assets held for sale — —27.1

Operating assets (gross) 19,066.4 16,339.1

Trade accounts payable —1,539.4 —1,364.1

Other operating liabilities —1,815.0 —681.0

Segment liabilities —3,354.4 - 2,045.1

Operating assets (net) 15,712.0 14,294.0

The operating assets (gross) of the Group are determined by ad—

justing all assets totaling € 26,010.1 million (2013: € 20,818.6 mil—

lion) for monetary assets totaling € 5,563.1 million (2013:

€ 3,539.3 million) as well as all other non—operating assets total—

ing € 1,380.6 million (2013: € 913.1 million). Furthermore, in 2013

assets held for sale of € 27.1 million were not included in operat—

ing assets. After deducting the reported segment liabilities which

represented the operating liabilities totaling € 3,354.3 million

(2013: € 2,045.1 million), the operating assets (net) of the Group
amounted to € 15,712.0 million (2013: € 14,294.0 million).

As of January 1, 2014, the two product groups Neurobion® (vita—

min B-based analgesic) and Floratil® (a probiotic antidiarrheal)

were transferred from the Biopharmaceuticals division to the Con—

sumer Health division. This involved a transfer of goodwill in the

amount of € 78.8 million, which had been allocated previously to

the Biopharmaceuticals division. The transfer of the product groups

resulted in the following adjustments of prior—year figures, taking

into account the adjusted disclosure of amortization of intangible
assets:
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232 CONSOLIDATED FINANCIAL STATEMENTS —» NotestatheGIoupaccounts

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

The cash flow statement has been prepared in accordance with

IAS 7 "Statement of Cash Flows”. It presents the changes in cash

and cash equivalents as a result of cash inflows and outflows in

the year under review. Further information on cash flows can be

found in the explanation of cash and cash equivalents (see Note

[35]). The amount of undrawn borrowing facilities that could be

tapped for future operating activities and to meet obligations is
disclosed in Note [44].

The cash flows reported by Group companies in non—fimctional

currencies are translated at average exchange rates. Cash and cash

equivalents are translated at the closing rates. The impact of foreign

exchange rate changes is disclosed separately under changes in

cash and cash equivalents.

Within the cash flows from investing activities reclassifica-
tions were made with the aim of a clearer and more understand-

able presentation. The 2013 figures were correspondingly adjusted.

In 2014, tax payments totaled € 667.8 million (2013: € 491.4 mil-
lion). Tax refunds totaled € 54.9 million (2013: €859 million).

Interest paid totaled € 191.1 million (2013: € 248.3 mfllion). Inter-
est received amounted to € 89.4 million (2013: € 89.5 million).

Within the scope of a Contractual Trust Arrangement in Germany,
€ 200.0 million was transferred to Merck Pensionstreuhand e.V.,

Darmstadt, (trustee) in 2013. This led to a corresponding decline

in pension provisions and to a decrease in cash flows from oper-

ating activities. No transfers were made in 2014.

The changes in provisions during the reporting period were

affected by the written settlement reached with Israel Bio-

Engineering Limited Partnership (IBEP). The changes in other

assets and liabilities included the upfront payment in the amount

of US$ 850 million (€ 678.3 million) paid in cash by Pfizer Inc.,

USA, after the agreement had been entered into (see Note [5]).

Net cash flows from operating activities broken down by the

segments of the Group are disclosed in Note [51].

A total of € 4,562.6 million was used for acquisitions and invest-
ments in financial assets (2013: € 990.3 million). Of this amount,

€ 1,419.3 million was attributable to the acquisition of AZ Elec-

tronic Materials S.A., Luxembourg. Net cash outflows from invest-

ments in current and non-current assets amounting to € 3,143.3

million (2013: € 975.2 million) mainly resulted from the purchase
of current financial assets.

In 2014, cash inflows from disposals of other current financial
assets amounted to € 3,508.6 (2013: € 372.1 million). In 2013,
cash inflows of € 251.1 million were attributable to the sale of the

Biopharmaceuticals division's site in Geneva, Switzerland.
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OTHER DISCLOSURES

The Group uses derivative financial instruments (hereinafter "de—

rivatives") exclusively to hedge and reduce risks from currency

and interest rate positions. The Group uses marketable forward

exchange contracts, options and interest rate swaps as hedging

instruments. Depending on the nature of the hedged item, chang—
es in the fair values of derivatives are recorded in the income

statement either in the operating result or in the financial result.

The strategy to hedge interest rate and foreign exchange rate fluc—

6‘ million

233

tuations arising from forecast transactions and transactions

already recognized in the balance sheet is set by a Group risk

committee, which meets on a regular basis. Extensive guidelines

regulate the use of derivatives. There is a ban on speculation.

Derivative transactions are subject to continuous risk manage—

ment procedures. Trading, settlement and control functions are

strictly separated. Derivatives are only entered into with banks

that have a good credit rating. Related default risks are continu—

ously monitored.

The following derivatives were held as of the balance sheet date:

Fair value

Dec. 31, 2014 Dec. 31, 2013——

Nominal volume

Dec.31,2014 Dec.31,2013——
 

 

 

 

 

 

 

 

 

 

Cash flow hedge 10,041.8 4,073.5 313.4 82.2
Interest 650.0 650.0 — 99.9 — 39.9

Currency 9,391.8 3,423.5 413.3 122.1

Fair value hedge — — — —
Interest — — — —

Currency _ _ _ _

No hedge accounting 3,682.6 2,042.5 9.4 5.3
Interest — — — —

Currency 3,682.6 2,042.5 9.4 5.3
13.724.4 6,116.0 322.8 87.5

The nominal volume corresponds to the total of all nominal values

of currency hedges (translated at the closing rate into euros] as

well as all the nominal values of interest rate hedges. The fair
value results from the actuarial valuation of the derivatives on the

basis of quoted prices or current market data as of the balance

sheet date provided by a recognized information service and the

application of a discount for own credit risk or counterparty credit

risk. Any offsetting effects from hedged items are not taken into
account in the derivatives’ fair value. The maturities of the deriv—

atives (nominal volume) were as follows as of the balance sheet
date:

 

 

 

 

Remaining maturity Remaining maturity Total Remaining maturity Remaining maturity Total
€million less than 1 year more than 1 year Dec. 31, 2014 less than 1 year more than 1 year Dec. 31, 2013

Foreign exchange contracts 11,942.6 433.9 12,376.5 3,763.2 1,244.9 5,008.1

Currency options 653.1 44.8 697.9 297.2 160.7 457.9

Interest rate swaps 100.0 550.0 650.0 — 650.0 650.0
12,695.7 1,028.7 13.724.4 4,060.4 2,055.6 6.1 16.0
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Currency hedging serves to economically protect the Group from

the foreign exchange risks of the following types of transaction:

—> Forecast transactions in non-firnctional currency, the expected

probability of which within the next 36 months is very high,

—> Off-balance sheet firm purchase commitments of the next 36

months in non-functional currency,

Nominal volume €miIIion

CONSOLIDATED FINANCIAL STATEMENTS —» Notestathec-Iroupaccounts

—> Intragroup financing in non-functional currency as well as

—> Receivables and liabilities in non-functional currency

Exchange rate fluctuations of mainly the following currencies

against the euro were hedged:

Dec. 31, 2014 Dec. 31, 2013TT

USD 10,233.5 3,219.9
JPY 920.8 465.2

CHF 431.2 603.4

GBP 383.6 347.3

TWD 255.5 215.3

Forecast transactions and firm purchase commitments in non-

functional currency are hedged using forward exchange trans-

actions and currency options which are due within the next

36 months. Overall, forecast transactions and firm purchase com-

mitments in non-firnctional currency were hedged in the amount

of € 9,044.6 million (2013: € 1,318.2 million). One of the major

components is the hedge entered into in 2014 in relation to the

expected U.S. dollar-denominated purchase price payment for the

proposed acquisition of the Sigma-Aldrich Corporation, USA.

All hedging transactions for forecast transactions and firm

purchase commitments in non-functional currency represent cash

flow hedges.

Intragroup financing as well as receivables and payables in

non-firnctional currency are hedged exclusively and fully using

forward exchange contracts. Overall, balance sheet items amount-

ing to € 4,029.8 million (2013: € 4,147.9 million) were hedged. In

this context, the hedging transactions are largely purely economic

hedges for which hedge accounting is not applied.

Interest hedges serve to economically protect the Group from

the interest rate risks from the forecast and highly probable refi-

nancing of a bond maturing in 2015 as well as from an existing

variable interest private placement.

The planned refinancing was hedged to fix the interest rate

level using forward started payer interest rate swaps with a nom-

inal volume of € 550.0 million and interest payments from 2015

to 2022. The existing variable interest private placement was

hedged using a payer interest rate swap with a nominal volume of

€ 100.0 million and interest payments until 2015. All interest

hedging relationships represented cash flow hedges.

Overall, income of € 411.7 million (2013: € 125.5 million) from the

fair value measurement of derivatives designated as cash flow

hedges was recognized in equity in 2014. € 43.0 million was

transferred from equity and recognized as income (2013: € 26.5

million recognized as income). In 2014, no ineffectiveness resulted

from hedge accounting.

(56) MANAGEMENT OF FINANCIAL RISKS

Market fluctuations with respect to foreign exchange and interest

rates represent significant profit and cash flow risks for the Group.

The Group aggregates these Group-wide risks and steers them

centrally also by using derivatives. The Group uses scenario anal-

yses to estimate existing risks of foreign exchange and interest

rate fluctuations. The Group is not subject to any material risk

concentration from financial transactions. The Report on Risks

and Opportunities included in the Group Management Report pro-

vides further information on the management of financial risks.

Foreign exchange risks

Owing to its international business focus, the Group is exposed to

foreign exchange-related transaction risks within the scope of

both ordinary business and financing activities. Different strate-

gies are used to limit or eliminate these risks. Foreign exchange

risks from recognized transactions are eliminated as far as possible

through the use of forward exchange contracts. Foreign exchange

risks arising from forecast transactions are analyzed regularly

and reduced if necessary through forward exchange contracts or

currency options by applying the hedge accounting rules.
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The following table presents the net exposure of the Group in

relation to exchange rate fluctuations of the major currencies

against the euro:

235

€miIIion CHF CNY JPY TWD USD     

Net exposure Dec. 31, 2014 -246.6 355.8 121.6 260.0 753.0

Net exposure Dec. 31, 2013 -233.0 251.4 107.9 169.0 690.4

Net exposure per currency consists of the following components:

—> Balance sheet items in the respective currency, unless such

currency corresponds to the functional currency of a company;

—> forecast cash flows for the next twelve months in the respective

currency; and

—> derivatives used to hedge the abovementioned balance sheet
items and forecast cash flows for the next twelve months.

The following table presents the effect of exchange rate fluctua-

tions in the key currencies versus the euro on net income and

Group equity:

€miIIion
Dec.31, 2014 CHF CNY JPY TWD USD     

Consolidated income
Exchange rate +100/o . . . . 0.0
(Appreciation vi EU R) statement 0 0 0 0 0 1 0 0

Total equity 0.0 0.0 -14.2 -10.8 844.1
Consolidated income

Exchange rate -10% . . 2. . 0.0
(Depreciation VS EUR) statement 0 0 0 0 3 1 0 0

Total equity 0.0 0.0 9.2 9.1 -681.7

€miIIion
Dec.31, 2013 CHF CNY JPY TWD USD     

Consolidated income
Exchange rate +100/o . . . . 0.0
(Appreciation vi EU R) statement 0 0 0 0 0 0 0 0

Total equity 0.0 0.0 -26.3 -9.8 -94.4
Consolidated income

Exchange rate -10% . . . . 0.0
(Depreciation vi EUR) statement 0 0 0 0 0 0 0 0

Total equity 0.0 0.0 19.0 6.7 69.8

In addition to the previously described transaction risks, Merck

KGaA, Darmstadt, Germany, is also exposed to currency translation

risks since many Group companies are located outside the euro-

zone. The financial statements of these companies are translated

into euros. Exchange rate differences in the assets and liabilities of

these companies resulting from currency translation are recog-

nized directly in Group equity.
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���� ̂Ð!

236

Interest rate risks

The Group's exposure to interest rate changes comprises the fol-

lowing:

CONSOLIDATED FINANCIAL STATEMENTS —» Notestathec-iroupaccounts

€miIIion 2014 2013  

Short-term or variable interest rate monetary deposits 5,131.9 3,236.3

Short-term or variable interest rate monetary borrowings —2.169.0 —403.3

Net interest rate exposure 2,962.9 2,833.0

The effects of a parallel shift in the yield curve by +100 or -100

basis points on the income statement as well as on equity relative
to all variable interest rate balance sheet items, all available-for-

€ million

sale securities as well as all derivatives with a hedging relation-

ship are presented in the following table:

2014 2013

Change in market interest rate +100 basis points -100 basis points +100 basis points -100 basis points
thereof in the consolidated income statement 21.3 -1.3 11.6 -2.4

thereof recognized in equity 40.5 -22.9 33.4 -38.9

The scenario calculations assumed that the interest rate cannot

fall below 0%.

Share price risks

The shares in publicly listed companies amounting to € 1.3 million

(2013: € 5.0 million) are generally exposed to a market value risk.

A 100/o change in the value of the stock market would impact

equity by € 0.1 million (2013: € 0.5 million). This change in value

would be recognized in profit or loss at the time of disposal.

Liquidity risks

The liquidity risk, meaning the risk that the Group cannot meet its

payment obligations resulting from financial liabilities, is limited

by establishing the required financial flexibility and by effective

cash management. Apart from cash and cash equivalents of

€ 5,077.9 million (2013 € 3,391.3 million), the Group had at its

disposal a multi-currency revolving credit facility of € 2 billion

with a term running until 2019 and one extension option of one

year as well as bilateral credit facilities and various bank credit

lines of € 11,748.0 million (2013: € 267.2 million), mainly intend-

ed for the expected purchase price payment for the proposed

acquisition of the Sigma-Aldrich Corporation, USA. There were

no indications that the availability of credit facilities already

extended was restricted. Moreover, a commercial paper program

with a volume of € 2 billion and a debt issuance program with
a volume of € 15 billion were available. Information on bonds

issued by the Group can be found in Note [44].

Liquidity risks are monitored and reported to management on

a regular basis. No liens or similar forms of collateral are provided

for financial liabilities of the Group. The loan agreements do not

contain any financial covenants.

Trade payables amounting to € 1,539.4 million (2013: € 1,364.1

million) had a remaining term of less than one year. With respect

to liabilities from operating derivatives amounting to € 35.4 mil-
lion (2013: € 2.1 million), € 29.0 million (2013: € 1.5 million) was

short-term. Out of other financial liabilities amounting to € 696.1
million (2013: € 581.1 million), € 692.9 million (2013: € 578.9 mil-

lion) was due within one year.
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The following tables present the contractual cash flows such as

repayments and interest on financial liabilities and derivative

financial instruments with a negative fair value:

237

Cash flows Cash flows Cash flows
< one year 1- 5 years > 5 years

€ million Carrying
as ofDec. 31, 2014 amount Interest Repayment Interest Repayment Interest Repayment———————

Bonds and commercial paper 4,624.2 170.9 1,450.0 442.3 342.1 197.6 2,850.0
Liabilities to banks 267.4 5.1 67.4 2.8 200.0 — —

Liabilities to related parties 501.4 1.6 501.4 — — — —

Loans from third parties and
other financial liabilities 84.5 5.8 18.6 11.8 61.6 — 4.3

Liabilities from derivatives (financial transactions) 153.0 2.5 36.0 63.7 17.3 40.7 —

Financing leasing liabilities 6.5 0.2 2.8 0.2 3.7 — —
5,637.0 186.1 2,076.2 520.8 624.7 238 3 2,854 3

Cash flows Cash flows Cash flows
< one year 1- 5 years > 5 years

€ million Carrying
as ofDec. 31, 2013 amount Interest Repayment Interest Repayment Interest Repayment———————

Bonds and commercial paper 3,142.7 127.8 — 333.8 1,722.1 124.5 1,420.0
Liabilities to banks 42.2 4.7 42.2 — — — —

Liabilities to related parties 361.9 0.2 361.9 — — — —

Loans from third parties and
other financial liabilities 84.0 6.0 24.0 11.1 56.0 — 4.0

Liabilities from derivatives (financial transactions) 59.4 2.4 10.0 27.6 9.5 14.7 —

Financing leasing liabilities 7.7 0.4 2.3 0.1 5.0 — 0.4
3,697.9 141.5 440.4 372.6 1,792.6 139.2 1,424.4

Credit risks

The Group is only subject to a relatively low credit risk, meaning

the unexpected loss of payment funds or income. On the one

hand, financial contracts are only entered into with banks and

industrial companies with good credit ratings and on the other

hand, due to the broad-based business structure of the Group,

there is no particularly high concentration of credit risks with

respect to either customers or individual countries. The credit risk

from financial contracts is monitored daily on the basis of rating

information as well as market information on credit default swap
rates. In the case of derivative transactions, credit risk is taken

into account in the fair value determination by means of a dis-

count (so-called credit valuation adjustments and debit valuation

adjustments).

The credit risk with customers is continuously monitored by

analyzing the age structure of trade accounts receivable. The

Group continuously reviews and monitors open positions vis-a-

vis all trading partners in the affected countries and takes risk-

mitigating measures and accounts for impairments as necessary.

On the reporting date, the theoretically maximum default risk

corresponded to the carrying amounts.
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Subsequent measurement according to IAS 39

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Carrying
Carrying amount

Fair value, amount according to Non-financial Fair value
Dec. 31, 2014 Dec. 31, 2013 Amortized cost At cost Fair value IAS 17 items Dec. 31, 2013—— — — — — ——

2,878.5 980.8 980.8 — — — — 980.8

2,410.5 80.7 — 2,329.8 — —

39.8 6.8 — — 6.8 — — 6.8

21.7 53.4 53.4 — — — — 53.4

2.9 27.3 27.3 — — — — 27.3

2,135.0 2,312.1 — — 2,312.1 — — 2,312.1
— 1 0.9 — — 1 0.9 — — 10.9

2,021.4 2,021.4 — — — —

2,23 5.6 2,021.4 2,021.4 — — — — 2,021.4
466.2 1 15.4 — 126.6 — 224.2

0.7 2.9 — — 2.9 — — 2.9

152.4 115.4 115.4 — — — — 115.4

470.7 123.7 — — 123.7 — — 123.7

224.2 — — — — 224.2

77.8 15.8 52.3 9.7 — —

13.7 15.8 15.8 — — — — 15.8

80.7 57.3 — 52.3 5.0 — — 57.3
— 4.7 — — 4.7 — — 4.7

3,697.9 3,630.8 — 59.4 7.7 —
25.4 4.0 — — 4.0 — — 4.0

5,835.6 3,630.8 3,630.8 — — — — 3,916.6
127.6 55.4 — — 55.4 — — 55.4

6.5 7.7 — — — 7.7 — 7.7

1,364.1 1,364.1 — — — —

1,539.4 1,364.1 1,364.1 — — — — 1,364.1

1,140.1 581.1 — 2.1 — 556.9
5.7 0.4 — — 0.4 — — 0.4

696.1 581.1 581.1 — — — — 581.1

29.7 1 .7 — — 1 .7 — — 1 .7

556.9 — — — — 556.9 
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Net gains and losses on financial instruments mainly include

measurement results from currency translation, fair value adjust-

ments, impairments and reversals of impairments as well as the

recognition of premiums and discounts. Dividends and interest

are not recognized in the net gains and losses on financial instru-

CONSOLIDATED FINANCIAL STATEMENTS —» Notestathec-iroupaccounts

ments, except for dividends and interest in the category “held for

trading”. The category “held for trading” only includes derivatives

not in a hedging relationship.

The net gains and losses on financial instruments by category

on the reporting date were as follows:

Net gains or losses

€miIIion Reversals of Fair value

2014 Interest Impairments impairment adjustments Disposal gainsllosses     

Financial instrument of the category

Held for trading — — — -90.8 —

Held to maturity 1.4 — — — -
Loans and receivables 18.2 -41.9 41.8 — —

Available-for-sale 10.0 -4.4 — — 0.2

Other liabilities —141.4 — — — -

Net gains or losses

€miIIion Reversals of Fair value

2013 Interest Impairments impairment adjustments Disposal gainsllosses     

Financial instrument of the category

Held for trading — — — 131.7 —

Held to maturity 2.5 — - — -
Loans and receivables 10.3 -47.2 42.1 — —

Available-for-sale 15.1 -4.1 — — 1.6

Other liabilities —163.3 — — — —

In 2014, foreign exchange gains of € 53.3 million resulting from

receivables and payables in operating business, their economic

hedging, as well as hedging of forecast transactions in operating

business were recorded (2013: gains of € 26.0 million). Foreign

exchange losses of € -13.0 million resulting from financial bal-

ance sheet items, their economic hedging as well as fair value

fluctuations of option contracts to hedge forecast transactions
were recorded (2013: losses of € -4.3 million).

The fair value of financial assets and liabilities is based on the

official market prices and market values quoted on the balance
sheet date (Level 1 assets and liabilities) as well as mathematical

calculation models with inputs observable in the market on the
balance sheet date (Level 2 assets and liabilities). Level 1 assets

comprise stocks and bonds and are classified as “available-for-

sale”, Level 1 liabilities comprise issued bonds and are classified as

“other liabilities”. Level 2 assets and liabilities are primarily liabil-

ities to banks classified as “other liabilities", interest-bearing secu-
rities classified as “available-for-sale" as well as derivatives with

and without hedging relationships. The fair value of interest-bear-

ing securities is determined by discounting future cash flows using
market interest rates. The fair value measurement of forward ex-

change contracts and currency options uses spot and forward rates

as well as foreign exchange volatilities applying recognized math-

ematical principles. The fair value of interest rate swaps is deter-

mined with standard market valuation models using interest rate
curves available in the market.
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Level 3 assets comprise investments in equity instruments classified
as available-for-sale. These include interests in InfraServ GmbH Et

Co. Wiesbaden KG, Germany, which were acquired in the context

of the acquisition of AZ Electronics Materials S.A. The fair values

of these interests were determined using a discounted cash flow

method where expected future cash flows from dividends are taken
into account.

Counterparty credit risk is taken into consideration for all val-
uations. In the case of non-derivative financial instruments, such

as other liabilities or interest-bearing securities, this is reflected

6‘ million
as ofDec. 31, 2014
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using risk-adequate premiums on the discount rate, while discounts

on market value (so-called credit valuation adjustments and debit

valuation adjustments) are used for derivatives.

The fair value of available-for-sale investments in equity instru-

ments with a carrying amount of € 66.9 million (2013: € 52.3 mil-

lion) could not be reliably determined. They were measured at cost.
There is no intention to sell these financial instruments.

The fair values of the financial instruments disclosed in the

balance sheet and the fair values deviating substantially from the

carrying amount were determined as follows:

Assets Liabilities

Fair value determined by official prices and quoted market values (Level 1) 1,178.6 4,970.2
thereof available-for-sale 1,178.6 -

thereof other liabilities — 4,970.2

Fair value determined using inputs observable in the market (Level 2) 1,470.1 1,053.8
thereof available-for-sale 958.9 —

thereof derivatives with a hedging relationship 470.7 157.3

thereof derivatives without a hedging relationship 40.5 31.1
thereof other liabilities — 865.4

Fair value determined using inputs unobservable in the market (Level 3) 11.3 —
thereof available-for-sale 11.3 -

€miIIion
as ofDec. 3 I, 2013 Assets Liabilities

Fair value determined by official prices and quoted market values (Level 1) 1,396.5 3,414.3
thereof available-for-sale 1,396.5 -

thereof other liabilities — 3,414.3

Fair value determined using inputs observable in the market (Level 2) 1,069.6 563.8
thereof available-for-sale 920.6 -

thereof derivatives with a hedging relationship 139.3 57.1

thereof derivatives without a hedging relationship 9.7 4.4
thereof other liabilities — 502.3

Fair value determined using inputs unobservable in the market (Level 3)
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The changes of financial assets allocated to Level 3 and measured
at fair value were as follows:

€million 2014 2013

 

Net book value as of January 1 — —

Additions due to the acquisition ofAZ Electronic Materials S.A. 10.8 —

Transfers into Level 3 out of Level 1/ Level 2 — —

 

 

 

Fair value changes 

Gains (+)I losses (—) recognized in profit or loss — — 

Gains (+)I losses (—) recognized in other comprehensive income 0.5 — 

Sales — — 

Transfers out of Level 3 into Level 1/ Level 2 — _
Net book value as of December 31 11.3 —

 

Gains and losses from Level 3 assets are reported in other compre- Balance sheet netting is not possible. From an economic perspec-

hensive income in the consolidated statement of comprehensive tive, netting is only possible with derivatives. This possibility results

income under the item “fair value adjustments” related to available- from the framework agreements on derivatives trading which the

for—sale financial assets. If the discount factor used for fair value Group enters into with commercial banks. The Group does not

determination was higher by one percentage point, other compre- offset financial assets and financial liabilities in its balance sheet.

hensive income would decrease by € 2.1 million. The following table presents the potential netting volume of

the reported derivative financial assets and liabilities:

Potential netting volume

€million Due to master netting Due to financial Potential net
as ofDec. 31, 2014 Gross presentation Netting Net presentation agreements collateral amount——————
 

Derivative financial assets 511.2 — 511.2 70.5 — 440.7

Derivative financial liabilities —188.4 — —188.4 — 70.5 — —117.9

 

 

Potential netting volume

€million Due to master netting Due to financial Potential net
as ofDec. 31, 2013 Gross presentation Netting Net presentation agreements collateral amount——————
 

Derivative financial assets 149.0 — 149.0 45.9 — 103.1

Derivative financial liabilities —61.5 — —61.5 —45.9 — —15.6
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ê
�¹÷òññòïð �
"(��Ý ���Ý �
"(��Ý ���Ý� ù\�#W
� �� �g!#�#"!����!�p!�!	!
$ ) Þ�3(� � Þ'3(' Ý '�'(Ý��
$$< � � ��ù�$\��#%�"�$\�
�h!]��
#	$ � ß3ß() 'ß�(ß Ý ß'3(3�ùhUU
#	��#�#"!����$$
	$ � Ý''( � Ý�() 2��ÝÝ(Ý�â�+êR.�.la��ê��j+ ����� T�f�f �����
t)'u�ùúû�þûs�û��ýþ��þýþ�þ�ü
ê
�¹÷òññòïð �
"(��Ý ���Ý 	\
U
�1��1��!�	
$ �
"(��Ý ���Ý� 	\
U
�1��1��!�	
$� � � � �sh�U�#	

$ Ý3(Ý 2� �() 2�£�UU�#	!
$ �() 2� �(' 2�á+w�,êl*.+a.b�.+ê�a�ja�a+a�� �S�T �ê T��� �ê
è¹«¬½�®̄²¹́²µ¬²¹�·́¼́·́¹́¬¶�́²®·Í̧¬̧Á�°̄ ²µ�̄¹«¬½�¹«́²µ¶Á�±̄¹¬²¹́·�¼̄·́µ¹́̄²¶�º½̄°�·¬µ·�̧́¶±Í¹¬¶Á�º̄½�Æ«́®«�¹«¬�±½̄¼¼́·́¹³�̄º�²�̄Í¹Òº·̄Æ�̄º�½¬¶̄Í½®¬¶�̧́ �̧²̄¹�¶Íºº́®¬�¹̄�½¬®̄µ²́×¬��±½̄Ǻ¶́̄²�¶�̄º�¹«¬�¼·²®¬�¶«¬¬¹�̧¹¬Ó�
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CONSOLIDATED FINANCIAL STATEMENTS —> NatestotheGroupaccounts

The objective of capital management is to secure the financial

flexibility in order to maintain long-term business operations and

to realize strategic options. Maintaining a stable investment grade

rating, ensuring liquidity, limiting financial risks as well as opti—

mizing the costs of capital are the objectives of our financial policy

and set important framework conditions for capital management.

Traditionally, the capital market represents a major source of

243

financing for the Group for instance via bond issues. In addition,

the Group has both a commercial paper program for short-term

financing on the capital market as well as a multi-currency working

capital credit facility of € 2 billion with a term running until 2019

and one extension option for one year.

The responsible committees decide on the capital structure of

the balance sheet, the appropriation of net retained profit and the
dividend level. In this context, net financial debt is one of the

leading capital management indicators. It was as follows:

 

 

 

 

 

 

 

 

emf/lion Dec. 31, 2014 Dec. 31, 2013 Change———

Financial liabilities 5,637.0 3,697.9 1,939.1
less:

Cash and cash equivalents 2,878.5 980.8 1,897.7
Current financial assets 2,199.4 2,410.5 —21 1.1
Net financial debt 559.1 306.6 252.5

emf/lion Dec. 31, 2014 thereof affiliates Dec. 31, 2013 thereof affiliates————

Guarantees 17.1 — 2.5 —

Warranties 0.5 — 0.9 —

Other contingent liabilities 54.3 — 32.9 —

Other contingent liabilities included, among other things, potential

obligations from legal disputes, for which the probability of an out—

flow of resources did not suffice to recognize a provision as of the
balance sheet date.
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Other financial obligations comprised the following:

CONSOLIDATED FINANCIAL STATEMENTS —» NotestatheGIoupaccounts

 

 

 

 

 

 

 

 

€million Dec. 31, 2014 thereof affiliates Dec. 31, 2013 thereof affiliates————

Obligation to purchase the entire share capital of
Sigma-Aldrich Corporation 13,975.0 — — —

Obligation to purchase the entire share capital of
AZ Electronic Materials S.A. — — 1,876.5 —

Obligations to acquire intangible assets 1,494.8 — 2,000.2 —

Obligations to acquire property, plant and equipment 55.3 — 44.7 —

Future operating lease payments 199.7 — 172.0 —

Long-term purchase commitments 138.4 — 151.5 —

Other financial obligations 30.8 — 29.0 —
15.894.0 — 4,273.9 —

In connection with the offer to acquire Sigma—Aldrich Corpora-

tion, USA, which was announced by the Group, on September 22,

2014, there is a contingent financial obligation in the amount of

€ 13,975.0 million (US$ 16,9852 million; €IUS$ exchange rate

on December 31, 2014: 1.2154] to acquire the entire share capital

of Sigma—Aldrich for a cash consideration.

If the merger agreement with Sigma—Aldrich is terminated, the

Group will be obligated to pay Sigma-Aldrich a termination fee of

€ 768.8 million (US$ 934.4. million, €IUS$ exchange rate on
December 31, 2014: 1.2154).

Obligations to acquire intangible assets existed in particular within

the scope of research and development collaborations. Here the

Group has obligations to make milestone payments when its

partner achieves certain objectives.

In the unlikely event that all contract partners achieve all

milestones, the Group would be obligated to pay up to € 1,494.8

million (2013: € 2,000.2 million] for the acquisition of intangible
assets.

Our expectations regarding the potential maturities of these

obligations were as follows:

 

 

 

 

€million Dec. 31, 2014 Dec. 31, 2013

Obligations to acquire intangible assets

within one year 61.2 56.8

in 1— 5 years 390.2 508.4

more than 5 years 1,043.4 1,435.0
1 ,494.8 2,000.2

Other financial obligations were recognized at nominal value.
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The maturities of liabilities from lease agreements were as follows:
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6‘ million

Dec. 31, 2014 within 1 year 1- 5 years more than 5 years Total    

Present value of future payments from finance leases 2.8 3 7 — 6 5

Interest component of finance leases 0.2 0 2 — 0 4

Future finance lease payments 3.0 3 9 — 6 9

Future operating lease payments 83.7 108 7 7.3 199 7

6‘ million

Dec. 31, 2013 within 1 year 1- 5 years more than 5 years Total    

Present value of future payments from finance leases 2.3 5.0 0.4 7.7

Interest component of finance leases 0.4 01 0.1 0 6

Future finance lease payments 2.7 5 1 0.5 8 3

Future operating lease payments 64.9 103 0 4.1 172 0

Operating lease agreements related mainly to customary leasing

arrangements to lease operating and office equipment. The pay-

ments resulting from operating lease agreements amounted to
€ 91.8 million (2013: € 104.0 million) and were recorded as an

expense in the reporting period.
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Personnel expenses comprised the following:

CONSOLIDATED FINANCIAL STATEMENTS —» NotestatheGIoupaccounts

 

 

 

 

 

 

 

 

 

 

 

€million 2014 2013——

Wages and salaries 2,630.9 2,611.8

Compulsory social security contributions and special financial assistance 376.6 368.0

Pension expenses 157.4 146.6
3.164.9 3,126.4

As of December 31, 2014, the Group had 39,639 employees (2013:

38,154). The average number of employees during the year was
38,930 (2013: 38,282).

The breakdown of personnel by function was as follows:

Average number ofemployees 2014 2013——

Production 10.176 9.985

Logistics 2,207 1,779

Marketing and Sales 12,113 12,214
Administration 6.342 5.106

Research and Development 4.738 4,433
lnfrastructu re and Other 3,354 4.765

38.930 38.282

In 2013 and 2014, the Group substantially increased transparency

by assigning all positions to a standardizedjob profile. In this way,

positions that were previously not assigned to specific fimctional

areas were assigned according to function.

Material costs in 2014 amounted to € 1,516.8 million (2013:

€ 1,473.2 million] and were reported under cost of sales.
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(66) RELATED-PARTY DISCLOSURES

Related parties in respect of the Group are E. Merck KG, Darmstadt,

Germany, as well as Emanuel-Merck-Vermogens-KG, Darmstadt,

Germany, and E. Merck Beteiligungen KG, Darmstadt, Germany. In

principle, direct or indirect subsidiaries of Merck KGaA, Darmstadt,

Germany, associates of the Group, jointly controlled companies

where the Group is involved, as well as pension funds that are

classified as funded defined benefit plans in accordance with

IAS 19 are also related parties within the meaning of IAS 24.

Members of the Executive Board and the Supervisory Board of

Merck KGaA, Darmstadt, Germany, the Executive Board and the

Board of Partners of E. Merck KG, Darmstadt, Germany, as well as

close members of their families are also related parties.

As of December 31, 2014, there were liabilities by Merck

Financial Services GmbH, a subsidiary of Merck KGaA, Darmstadt,

Germany, Merck KGaA, Darmstadt, Germany, and Merck Et Cie,

Altdorf, Switzerland, a subsidiary of Merck KGaA, Darmstadt,

Germany, to E. Merck KG, Darmstadt, Germany, in the amount of

€ 926.9 million (2013: € 734.7 million) as well as by Merck Financial

Services GmbH, a subsidiary ofMerck KGaA, Darmstadt, Germany,

to Merck Capital Asset Management, Malta, which is part of the

Contractual Trust Arrangement of Merck KGaA, Darmstadt, Ger-

many, and other companies of the Group and Merck Capital Asset

Management Holding, Malta, which is part of the Contractual

Trust Arrangement of Merck KGaA, Darmstadt, Germany, and oth-

er companies of the Group amounting to € 0.1 million (2013: € 0.2

million) and € 0.0 million (2013: € 0.1 million), respectively. In

addition, as of December 31, 2014, the company had receivables

from E. Merck Beteiligungen KG, Darmstadt, Germany, in the
amount of € 76.5 million (2013: € 32.5 million). The balances

result mainly from the profit transfers by Merck Et Cie, Altdorf,

Switzerland, a subsidiary of Merck KGaA, Darmstadt, Germany,

to E. Merck KG, Darmstadt, Germany, as well as the reciprocal

profit transfers between Merck KGaA, Darmstadt, Germany, and

E. Merck KG, Darmstadt, Germany. They included financial pay-

ables of € 501.4 million (2013: € 361.9 million) which were subject

to standard market interest rates. Neither collateral nor guarantees

existed for any of the balances either in favor or to the disadvan-

tage of the Group.

From January to December 2014, Merck KGaA, Darmstadt, Ger-

many, performed services for E. Merck KG, Darmstadt, Germany,
with a value of € 1.2 million (2013: € 1.2 million), for Emanuel-

Merck-Vermogens-KG, Darmstadt, Germany, with a value of € 0.3

million (2013: € 0.4 million) and for E. Merck Beteiligungen KG,

Darmstadt, Germany, with a value of € 0.3 million (2013: € 0.3

million). During the same period, E. Merck KG, Darmstadt, Germany,

performed services for Merck KGaA, Darmstadt, Germany, with a
value of € 0.5 million (2013: € 0.5 million).

CONSOLIDATED FINANCIAL STATEMENTS —» Notestathec-Iroupaccounts

Business transactions with major subsidiaries were eliminated

during consolidation. Information on pension funds that are clas-

sified as funded defined benefit plans in accordance with IAS 19
can be found under Note [49]. There were no further material

transactions with these pension funds.

From January to December 2014, there were no transactions

between companies of the Group and associates, as was the case

in 2013. As in the previous year, companies of the Group had no
receivables or liabilities vis-a-vis associates as of December 31,
2014.

There were no material transactions such as, for example, the

provision of services or the granting of loans, between companies

of the Group and members of the Executive Board or the Supervi-

sory Board of Merck KGaA, Darmstadt, Germany, the Executive

Board or the Board ofPartners ofE. Merck KG, Darmstadt, Germany,
or members of their immediate families.

(67) EXECUTIVE BOARD AND

SUPERVISORY BOARD

COMPENSATION

The compensation of the Executive Board of Merck KGaA,

Darmstadt, Germany, is paid by the general partner, E. Merck KG,

Darmstadt, Germany, and recorded as an expense in its income

statement. For the period from January to December 2014 fixed

salaries of € 5.3 million (2013: € 4.9 million), variable compensa-
tion of € 18.3 million (2013: € 17.6 million), and additional bene-

fits of € 0.2 million (2013: € 0.2 million) were recorded for mem-

bers of the Executive Board of Merck KGaA, Darmstadt, Germany.

Furthermore, additions to the provisions of E. Merck KG, Darm-

stadt, Germany, for the Long-Term Incentive Plan totaled € 12.7

million (2013: € 8.0 million), and additions to the pension provi-

sions of E. Merck KG, Darmstadt, Germany, include current service
costs of € 2.1 million (2013: € 2.5 million) for members of the

Executive Board of Merck KGaA, Darmstadt, Germany.

The compensation of the Supervisory Board amounting to
€ 882.1 thousand (2013: 63 847.4 thousand) consisted of a fixed

portion of € 823.6 thousand (2013: 63 599.5 thousand), meeting

attendance compensation of € 58.5 thousand (2013: € 45.7 thou-

sand), as well as a variable portion of € 0.0 thousand (2013:
€ 202.2 thousand).

Further individualized information and details can be found in

the Compensation Report on pages 147 et seq.
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The shareholdings of Merck KGaA, Darmstadt, Germany, as of

The Executive Board of Merck KGaA, Darmstadt, Germany, pre— December 31, 2014 are presented in the following table.

pared the consolidated financial statements on February 18, 2015

and approved them for forwarding to the Supervisory Board. The

Supervisory Board has the responsibility to examine the consoli—

dated financial statements and to declare whether it approves them.

Subsequent to the balance sheet date, no events of special impor—

tance occurred that could have a material impact on the financial

position and results of operations of the Group.

thereof
Merck KGaA.

Darmstadt. Germany
Country Company Registered office Equity interest (0/0) (0/0)
 

|. Fully consolidated companies 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Germany

Germany Merck KGaA. Darmstadt. Germany Darmstadt Parent company

Germany AB Allgemeine Pensions GmbH El: Co. KG Zossen 100.00 100.00

Germany Allergopharma GmbH El; Co. KG Reinbek 100.00

Germany Allergopharma Verwaltungs GmbH Darmstadt 100.00 100.00

Germany AZ Electronic Materials (Germany) GmbH Wiesbaden 100.00
Germany Biochrom GmbH Berlin 100.00

Germany Chemische Fabrik Lehrte Dr. Andreas Kossel GmbH Lehrte 100.00 100.00

Germany Chemitra GmbH Darmstadt 100.00 100.00

Germany Emedia Export Company mbH Gernsheim 100.00

Germany heipha Dr. Miiller GmbH Eppelheim 100.00 100.00

Germany IHS - Intelligent Healthcare Solutions GmbH Frankfurt/Main 100.00

Germany Litec—LLL GmbH Greifswald 100.00 100.00

Merck 12. Allgemeine Beteiligungs-GmbH. a subsidiary of
Germany Merck KGaA. Darmstadt. Germany Darmstadt 100.00 100.00

Merck 13. Allgemeine Beteiligungs-GmbH. a subsidiary of
Germany Merck KGaA. Darmstadt. Germany Darmstadt 100.00

Merck 15. Allgemeine Beteiligungs-GmbH. a subsidiary of
Germany Merck KGaA. Darmstadt. Germany Darmstadt 100.00

Merck Accounting Solutions Et Services Europe GmbH.
Germany a subsidiary of Merck KGaA. Darmstadt. Germany Darmstadt 100.00 100.00

Merck Chemicals GmbH. a subsidiary of Merck KGaA.
Germany Darmstadt. Germany Schwalbach 100.00

Merck China Chemicals Holding GmbH. a subsidiary of
Germany Merck KGaA. Darmstadt. Germany Darmstadt 100.00

Merck Consumer Health Holding GmbH. a subsidiary of
Germany Merck KGaA. Darmstadt. Germany Darmstadt 100.00 100.00

Merck Export GmbH. a subsidiary of Merck KGaA.
Germany Darmstadt. Germany Darmstadt 100.00 100.00 
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Merck KGaA.

Darmstadt, Germany
Country Company Registered office Equity interest (0/0) (0/0)—————

Merck Financial Services GmbH. a subsidiary of Merck KGaA.
Germany Darmstadt. Germany Darmstadt 100.00 100.00

Merck Financial Trading GmbH. a subsidiary of Merck KGaA.
Germany Darmstadt. Germany Gernsheim 100.00 100.00

Merck Holding GmbH. a subsidiary of Merck KGaA.
Germany Darmstadt. Germany Gernsheim 100.00 100.00

Merck International GmbH. a subsidiary of Merck KGaA.
Germany Darmstadt. Germany Darmstadt 100.00 100.00

Merck Internationale Beteiligungen GmbH. a subsidiary of
Germany Merck KGaA. Darmstadt. Germany Darmstadt 100.00

Merck Schuchardt OHG. a subsidiary of Merck KGaA,
Germany Darmstadt. Germany Hohenbrunn 100.00 100.00

Merck Selbstmedikation GmbH. a subsidiary of Merck KGaA.
Germany Darmstadt. Germany Darmstadt 100.00

Merck Serono GmbH. a subsidiary of Merck KGaA,
Germany Darmstadt. Germany Darmstadt 100.00 100.00

Merck Versicherungsvermittlung GmbH. a subsidiary of
Germany Merck KGaA. Darmstadt. Germany Darmstadt 100.00 100.00

Merck Vierte Allgemeine Beteiligungsgesellschaft mbH.
Germany a subsidiary of Merck KGaA. Darmstadt. Germany Gernsheim 100.00

Other European countries

Austria Allergopharma Vertriebsgesellschaft m.b.H. Vienna 100.00

Merck Chemicals and Life Science GesmbH. a subsidiary of
Austria Merck KGaA. Darmstadt. Germany Vienna 100.00

Merck Gesellschaft mbH. a subsidiary of Merck KGaA,
Austria Darmstadt. Germany Vienna 100.00

Merck KGaA Et Co. Werk Spittal. a subsidiary of Merck KGaA.
Austria Darmstadt. Germany Spittal 100.00 99.00

Merck Chemicals N.V./S.A., a subsidiary of Merck KGaA,
Belgium Darmstadt. Germany Overijse 100.00

Merck Consumer Healthcare N.V.-S.A.. a subsidiary of
Belgium Merck KGaA. Darmstadt. Germany Overijse 100.00

Merck N.V.-S.A., a subsidiary of Merck KGaA. Darmstadt.
Belgium Germany Overijse 100.00

Merck Bulgaria EAD, a subsidiary of Merck KGaA.
Bulgaria Darmstadt. Germany Sofia 100.00

Merck d.o.o.. a subsidiary of Merck KGaA. Darmstadt.
Croatia Germany Zagreb 100.00

Merck spol.s.r.o.. a subsidiary of Merck KGaA. Darmstadt.
Czech Republic Germany Prague 100.00

Merck AIS. a subsidiary of Merck KGaA. Darmstadt.
Denmark Germany Hellerup 100.00

Merck Life Science AIS. a subsidiary of Merck KGaA.
Denmark Darmstadt, Germany Hellerup 100.00

Denmark Su rvac ApS Frederiksberg 100.00 100.00 
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Merck KGaA.

Darmstadt. Germany

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Country Company Registered office Equity interest (0/0) (0/0)—————

Merck Et Cie. a subsidiary of Merck KGaA. Darmstadt.
Switzerland Germany Altdorf 51.63 51.63

Merck (Schweiz) AG. a subsidiary of Merck KGaA.
Switzerland Darmstadt. Germany Zug 100.00

Merck Biosciences AG. a subsidiary of Merck KGaA.
Switzerland Darmstadt. Germany Laufelfingen 100.00

Merck Serono SA. a subsidiary of Merck KGaA.
Switzerland Darmstadt. Germany Coinsins 100.00

Switzerland Millipore AG Zug 100.00

Switzerland SeroMer Holding SA Chéserex 100.00

Merck llac Ecza ve Kimya Ticaret AS. a subsidiary of
Turkey Merck KGaA. Darmstadt. Germany Istanbul 100.00

United Kingdom AZ Electronic Materials (UK) Ltd. Stockley Park 100.00
United Kingdom AZ Electronic Materials Services Ltd. Stockley Park 100.00

United Kingdom Lamberts Healthcare Ltd. Tunbridge Wells 100.00

Merck Chemicals Ltd.. a subsidiary of Merck KGaA.
United Kingdom Darmstadt. Germany Nottingham 100.00

Merck Consumer Health Care Ltd.. a subsidiary of
United Kingdom Merck KGaA. Darmstadt. Germany Hull 100.00

Merck Cross Border Trustees Ltd.. a subsidiary of
United Kingdom Merck KGaA. Darmstadt. Germany Hull 100.00

Merck Holding Ltd.. a subsidiary of Merck KGaA.
United Kingdom Darmstadt. Germany Feltham 100.00

Merck Investments Ltd.. a subsidiary of Merck KGaA.
United Kingdom Darmstadt. Germany Hull 100.00

Merck Ltd.. a subsidiary of Merck KGaA. Darmstadt.
United Kingdom Germany Hu|| 100.00

Merck Pension Trustees Ltd.. a subsidiary of Merck KGaA.
United Kingdom Darmstadt. Germany Hull 100.00

Merck Serono Europe Ltd.. a subsidiary of Merck KGaA.
United Kingdom Darmstadt. Germany London 100.00

Merck Serono Ltd.. a subsidiary of Merck KGaA.
United Kingdom Darmstadt. Germany Feltham 100.00

United Kingdom Millipore (U.K.) Ltd. Feltham 100.00
United Kingdom Millipore UK Holdings LLP London 100.00

United Kingdom Seven Seas Limited Hull 100.00

North America

Canada EMD Chemicals Canada Inc. Toronto 100.00

Canada EMD Crop BioScience Canada Inc. Toronto 100.00

Canada EMD Inc. Mississauga 100.00

Canada Millipore (Canada) Ltd. Toronto 100.00
United States Amnis Corp. Seattle 100.00

United States AZ Electronic Materials Holdings US. Inc. Wilmington 100.00

United States AZ Electronic Materials USA Corp. Wilmington 100.00

United States EMD Accounting Solutions Et Services America. Inc. Quincy 100.00 
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Registered office Equity interest (0/0)

thereof
Merck KGaA.

Darmstadt, Germany
(0/0)

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

United States EMD Holding Corp. Rockland 100.00

United States EMD Millipore Corporation Billerica 100.00

United States EMD Serono Holding Inc. Rockland 100.00

United States EMD Serono Research St Development Institute. Inc. Billerica 100.00
United States EMD Serono. Inc. Rockland 100.00

United States Mario Finance Corp. Wilmington 100.00

United States Millipore Asia Ltd. Wilmington 100.00

United States Millipore Pacific Ltd. Wilmington 100.00

United States Millipore UK Holdings I, LLC Wilmington 100.00

United States Millipore UK Holdings II, LLC Wilmington 100.00
United States Serono Laboratories Inc. Rockland 100.00

Emerging Markets

Merck Ouimica Argentina SA.I.C.. a subsidiary of
Argentina Merck KGaA. Darmstadt, Germany Buenos Aires 100.00

Merck SA. a subsidiary of Merck KGaA. Darmstadt,
Brazil Germany Rio de Janeiro 100.00

Merck SA. a subsidiary of Merck KGaA. Darmstadt,
Chile Germany Santiago de Chile 100.00

China AZ Electronic Materials (Hong Kong) Finance Ltd. Hong Kong 100.00
China AZ Electronic Materials (Suzhou) Ltd. Suzhou 100.00

China Beijing Skywing Technology Co., Ltd. Beijing 100.00

Merck Chemicals (Shanghai) Co., Ltd.. a subsidiary of
China Merck KGaA. Darmstadt, Germany Shanghai 100.00

Merck Display Materials (Shanghai) Co., Ltd.. a subsidiary of
China Merck KGaA. Darmstadt, Germany Shanghai 100.00

Merck Holding (China) Co., Ltd.. a subsidiary of Merck KGaA.
China Darmstadt, Germany Shanghai 100.00

Merck Ltd.. a subsidiary of Merck KGaA. Darmstadt,
China Germany Hong Kong 100.00

Merck Millipore Lab Equipment (Shanghai) Co., Ltd..
China a subsidiary of Merck KGaA. Darmstadt, Germany Shanghai 100.00

Merck Performance Materials Hong Kong Ltd.. a subsidiary
China of Merck KGaA. Darmstadt, Germany Hong Kong 100.00

Merck Performance Materials Hong Kong Services Ltd..
China a subsidiary of Merck KGaA. Darmstadt, Germany Hong Kong 100.00

Merck Pharmaceutical (HK) Ltd.. a subsidiary of
China Merck KGaA. Darmstadt, Germany Hong Kong 100.00

Merck Pharmaceutical Manufacturing (Jiangsu) Co., Ltd..
China a subsidiary of Merck KGaA. Darmstadt, Germany Nantong 100.00

Merck Serono (Beijing) Pharmaceutical Distribution Co., Ltd..
China a subsidiary of Merck KGaA. Darmstadt, Germany Beijing 100.00

Merck Serono (Beijing) Pharmaceutical REtD Co., Ltd..
China a subsidiary of Merck KGaA. Darmstadt, Germany Beijing 100.00

Merck Serono Co., Ltd.. a subsidiary of Merck KGaA.
China Darmstadt, Germany Beijing 100.00
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China Millipore (Shanghai) Trading Co.. Ltd. Shanghai 100.00
China Millipore China Ltd. Hong Kong 100.00

China Suzhou Taizhu Technology Development Co.. Ltd. Taicang 100.00

Merck S.A.. a subsidiary of Merck KGaA. Darmstadt.
Colombia Germany Bogota 100.00

Merck C.A., a subsidiary of Merck KGaA. Darmstadt.
Ecuador Germany Quito 100.00

Merck, 5A., a subsidiary of Merck KGaA. Darmstadt.
Guatemala Germany Guatemala City 100.00

India Chemtreat Composites India Pvt. Ltd. Sanpada New Mumbai 100.00

Merck Ltd.. a subsidiary of Merck KGaA. Darmstadt.
India Germany Mumbai 51.80

Merck Specialities Pvt. Ltd.. a subsidiary of Merck KGaA.
India Darmstadt. Germany Mumbai 100.00

India Millipore India Pvt. Ltd. Bangalore 100.00

P.T. Merck Chemicals and Life Sciences. a subsidiary of
Indonesia Merck KGaA. Darmstadt. Germany Jakarta 100.00

P.T. Merck Tbk., a subsidiary of Merck KGaA. Darmstadt.
Indonesia Germany Jakarta 86.65
Israel Inter-Lab Ltd. Yavne 100.00

Israel InterPharm Industries Ltd. Yavne 100.00

Israel InterPharm Laboratories Ltd. Yavne 100.00

Merck Serono Ltd.. a subsidiary of Merck KGaA. Darmstadt.
Israel Germany Herzliya Pituach 100.00

Merck Sdn Bhd. a subsidiary of Merck KGaA. Darmstadt.
Malaysia Germany Petaling Jaya 100.00

Merck, SA. de C.V.. a subsidiary of Merck KGaA. Darmstadt.
Mexico Germany Mexico City 100.00

Merck (Pvt) Ltd.. a subsidiary of Merck KGaA. Darmstadt.
Pakistan Germany Karachi 75.00 26.00

Merck Pharmaceuticals (Pvt) Ltd.. a subsidiary of
Pakistan Merck KGaA. Darmstadt. Germany Karachi 75.00

Merck Specialities (Pvt.) Ltd.. a subsidiary of Merck KGaA.
Pakistan Darmstadt. Germany Karachi 100.00

Panama Mesofarma Corporation Panama City 100.00

Merck Peruana S.A.. a subsidiary of Merck KGaA.
Peru Darmstadt. Germany Lima 100.00

Merck Inc., a subsidiary of Merck KGaA. Darmstadt.
Philippines Germany Makati City 100.00

Singapore AZ Electronic Materials (Singapore) Pte. Ltd. Singapore 100.00

Merck Pte. Ltd.. a subsidiary of Merck KGaA. Darmstadt.
Singapore Germany Singapore 100.00
South Korea AZ Chem Korea Ltd. Seoul 100.00

South Korea AZ Electronic Materials (Korea) Ltd. Seoul 100.00 

Merck Advanced Technologies Ltd.. a subsidiary of
South Korea Merck KGaA. Darmstadt. Germany Pyeongtaek—si 100.00
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thereof
Merck KGaA.

Darmstadt. Germany

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Country Company Registered office Equity interest (0/0) (0/0)—————

ll. Companies not consolidated due to secondary importance

Germany

Germany AB Pensionsverwaltung GmbH Zossen 100.00 100.00

Merck 14. Allgemeine Beteiligungs-GmbH. a subsidiary of
Germany Merck KGaA. Darmstadt. Germany Darmstadt 100.00

Merck 16. Allgemeine Beteiligungs-GmbH. a subsidiary of
Germany Merck KGaA. Darmstadt. Germany Darmstadt 100.00 100.00

Merck 17. Allgemeine Beteiligungs-GmbH. a subsidiary of
Germany Merck KGaA. Darmstadt. Germany Darmstadt 100.00 100.00

Merck 18. Allgemeine Beteiligungs-GmbH. a subsidiary of
Germany Merck KGaA. Darmstadt. Germany Darmstadt 100.00 100.00

Merck 19. Allgemeine Beteiligungs-GmbH. a subsidiary of
Germany Merck KGaA. Darmstadt. Germany Darmstadt 100.00 100.00

Merck 20. Allgemeine Beteiligungs-GmbH. a subsidiary of
Germany Merck KGaA. Darmstadt. Germany Darmstadt 100.00 100.00

Merck 21. Allgemeine Beteiligungs-GmbH. a subsidiary of
Germany Merck KGaA. Darmstadt. Germany Darmstadt 100.00 100.00

Merck Patent GmbH. a subsidiary of Merck KGaA.
Germany Darmstadt. Germany Darmstadt 100.00

Merck Wohnungs- und
Grundstiicksverwaltungsgesellschaft mbH. a subsidiary of

Germany Merck KGaA. Darmstadt. Germany Darmstadt 100.00 100.00

Other European countries

France Gonnon S.A.S. Lyon 100.00

Merck Finance B.V.. a subsidiary of Merck KGaA.
Netherlands Darmstadt. Germany Schiphol-Rijk 100.00 100.00

Merck Holding Netherlands B.V.. a subsidiary of
Netherlands Merck KGaA. Darmstadt. Germany Schiphol-Rijk 100.00 100.00
Netherlands Peer+ B.V. Eindhoven 100.00 100.00

Portugal Laquifa Laboratories S.A. Algés 100.00
Switzerland Asceneuron SA Lausanne 80.00

Switzerland Calypso Biotech SA Plan-les-Ouates 75.00

Switzerland Prexton Therapeutics SA Plan-les-Ouates 55.00

United Kingdom Nature's Best Health Products Ltd. Tunbridge Wells 100.00

North America

United States EMD Finance LLC Wilmington 100.00

United States Mario M Finance Corp. Wilmington 100.00

United States TocopheRx. Inc. Groton 65.78

Emerging Markets

Merck Dominicana, S.R.L., a subsidiary of Merck KGaA.
Dominican Republic Darmstadt. Germany Santo Domingo 100.00
 

Page 262



�)ß àáâãáäåæçèéæêëåâçâàåçäêãèçèéìéâèãêíê¤ïô·̧¹ôï¹ô�·¹¥�ï¦�¹µööï¦ðô̧

ê
ù�h#	U� ù�&Y�#� �
W!$	
U
%��1�"
 ��h!	��!#	
U
$	�t�u

	\
U
�1���
U"V�rs�� ���U&$	�%	 �s
U&�#��t�u� � � � ����+ê*kê+w�ê�*,�� ê ê ê ê�h$	U��!� �!�"\U�&��h$	U��!���	�(�ý	%( ���$o�	
U Ý��(�� �
��U�""� �
U"V���U�"�ü(�(�(ý( ���$hp$!%!�U���1��
U"V�rs�� ���U&$	�%	 �s
U&�#� ù�$�p��#"� Ý��(�� �
û!W
U!� �
U"V��\�U&�"
h	!"����#%�ý!1
�ü"!
#"
$�ý	%( ���$hp$!%!�U���1��
U"V�rs�� ���U&$	�%	 �s
U&�#� ý�W�$ Ý��(�� �ü�h	\��1U!"� ü
U�#��ü�h	\��1U!"��ý	%( ¦�\�##
$phUW Ý��(�� �� � � � �þþþ(��$$�"!�	
$�#�	�!#"�h%
%��	�
�h!	��%h
�	��$
"�#%�U��!&Y�U	�#"
� � � � �á+w�,êé/,*Q��.êl*/.+,a�� ê ê ê êüo!	�
U��#% ��X!&&��s ��$
� �(ÞÞ �� � � � �ém�,ba.bêì�,��+� ê ê ê êþ$U�
� û
]!�\�s
#�&!"$�ý	%( ©�]#
 Þ'(�� 3(3)þ$U�
� ôý!W\	�û�#�	
"\�ý	%( ¦
Uh$��
& 3(3� �

���� ̂ù�

258 CONSOLIDATED FINANCIAL STATEMENTS —» NotestotheGroupaccounts

thereof
Merck KGaA.

Darmstadt, Germany

 

 

 

 

 

 

 

 

 

 

 

Country Company Registered office Equity interest (0/0) (0/0)—————

Rest of the World

Australia Biochrom Australia Pty. Ltd. Bayswater 100.00

Merck Maroc S.A.R.L., a subsidiary of Merck KGaA.
Morocco Darmstadt, Germany Casablanca 100.00

Merck Pharmaceutical and Life Sciences Ltd.. a subsidiary
Nigeria of Merck KGaA. Darmstadt, Germany Lagos 100.00

South Africa Serono South Africa Ltd. Johannesburg 100.00

”I. Associates not included at equity due to secondary importance

Other European countries
Switzerland Vaximm AG Basel 24.66

Emerging Markets
Israel Neviah Genomics Ltd. Yavne 69.00 7.75

Israel 0Light Nanotech Ltd. Jerusalem 47.73 
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Darmstadt, February 18, 2015
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260 RESPONSIBILITY STATEMENT

RESPONSIBILITY STATEMENT

To the best of our knowledge, and in accordance with the applicable reporting principles, the consolidated financial statements of

Merck KGaA, Darmstadt, Germany, give a true and fair view of the assets, liabilities, financial position and profit or loss of the Group,

and the Group management report includes a fair review of the development and performance of the business and the position of the

Group, together with a description of the material opportunities and risks associated with the expected development of the Group.

Darmstadt, February 18, 2015
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KARL-LUDWIG KLEY KAI BECKMANN BELEN GARIJO LOPEZ
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INFORMATION AND SERVICE

The Annual Report for 2014 was published in German and

English. A fully navigable online version of the report along
with the consolidated financial statements is available on the

Web at ar2014.emdgroup.com. It has been optimized for mobile
devices.

More information about our company can be found on the Web

at www.emdgroup.com.

You can order all publications from Group Communications,

Merck KGaA, 64271 Darmstadt, Germany, comms@emdgroup.com.
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BUSINESS DEVELOPMENT 2010 — 2014

This overview may include historically adjusted values in order to ensure comparability with 2014.

 

€ million

 

Earnings performance
Total revenues 

Sales 

Operating result (EBIT)
 

Margin (0/0 of sales)
 

EBITDA 

Margin (0/0 of sales)
 

One-time items 

EBITDA pre one-time items 

Margin (0/0 of sales)
 

Profit before income tax 

Profit after tax 

Earnings per share (in €)1
 

 

Assets and liabilities

Total assets 

Non-current assets 

— thereof intangible assets (incl. goodwill)
 

— thereof property. plant and equipment 

Current assets 

— thereof cash and cash equivalents 

— thereof trade accounts receivable 

— thereof inventories 

Financial liabilities 

— thereof current 

— thereof non-current 

Net equity 

 

Liquidity

Capital expenditure on intangible assetsl 

Capital expenditure on property. plant and equipment2 

Business free cash flow 

Net financial debt 

 

Other key data

Equity ratio (in 0/0)
 

Research and development3 

Dividend per share (in €)
 

Employees (number as of December 31)
 

‘Taking into account the share split: previous year's figures have been adjusted accordingly.
1According to the Consolidated Cash Flow Statement.

3Fiscal 2013 has been adjusted, see “Accounting and measurement principles" in the Notes to the Consolidated FinancifiStatemfig8‘The proposal on the appropriation of profits for 2014 takes into account the share split. age
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FINANCIAL CALENDAR FOR 2015

MARCH ->

TUESDAY, MARCH 3,2015
ANNUAL PRESS CONFERENCE

APRIL —>

FRIDAY, APRIL 17, 2015
ANNUAL GENERAL MEETING

MAY —>

TUESDAY, MAY 19,2015
REPORT ON THE FIRST QUARTER

AUGUST—>

THURSDAY, AUGUST 6,2015
REPORT ON THE SECOND QUARTER

NOVEMBER —>

THURSDAY, NOVEMBER 12,2015
REPORT ON THE THIRD QUARTER
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www.emdgroup.com
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