Corporate Investnr Relatmns

Declsmn of the Suuemsow Board

Bayer to estabhsh managemeant hulding cnmpany w:th
- operating subsldlarles

e Renrganizat,fon procass will continue
» Sharper focus on core businasses
* ' Haarmann & Reimer, Rhein Chemie RKeinau and interestin * ©
Polymerlatex to be divestad

Leverkusen, December 6, 2001 — Bayer plans to transform its current -
organizational structure nto a managemsent holding corhpany w:th indepandent .
operating subsidiaries. Subject to stnckholders gpproval, the new structure is to be .
agperational sffective January 1, 2003. Plans to this effect were approved by the
company's Superwsory Board atits rneehng on.December 6, 2001,

Fullowmg the decision made in September to transfer the Health Care segment and
the-Crop Frotaction Business Group into legally :nde;:uendent corporate units within
the Bayer Group, the same action is now to be taken for the Polymers and
Chemicals business segments as well. Explaining the changes Management Board
Chairman Dr. Manfred Schnmder sald “In line with our proven four-p!llar strategy we
are adjusting our organlzatlonal structure to increase maneuverablllty in our markets,
to improve our competltweness to better exploit ; synargres and to ahgn our business
for putantial strateglc partmarshlps '

‘Major synergy pdtemial in Pulyrriars

' Mergmg Bayer's Rubber, Plastics, F‘olyurethanes as well as Coatings-and
Colorants business groups willcreate one of the world’ s largest polymers companies,
with sales of more than EUR 11 billion, ‘Bayer is already a world leader in the

) manufacture of polyurethane raw materialz, coating raw materials; specialty rubbers
~and engmeermg plastlcs such as Makrolon, the material for CDs and GD-ROMs.



The new'combany will capitalize on major synergfas through shared tel:hnplngical o
structures - especially in manufaqfuring.' logistics and marksting - and a common IT
-platform. With customer industries increasingly requirng single-source suppliers and -
service back-up, the new company's aperations will be aligned toward markets and
customer industries - such as-avtomative, electrical/electronics and construction —
thus opaning up further business oppartunities. “In an impraved economic climate

our polymers business can achieve a 15 pargent operaling margin and gererate the

_ cash flows necessary for sustained valye Creaiican,_whir;h is'_very much in the

- interests of aur stockhalders and employess,” said Schneider, "We are strong
enough in polymers to grow nrganiéally and expand from our existing pasition."

- Plans for a s,'t'rat'agic: partnership in Chemicals

Baver's Basic and Fine Chemicals‘_ as well as Spacialty Products business groups
will also be merged to create an independent corparate unit. With some EUR 4
hiflion in sales and a'targeiad retum of 12 to 13 percent, the new company will he
one of the world's leading specialty chemicals producers, “A major factor in this
decision — apart from the obvious synergies in manufacturing, lagistics and g
management — was the need to plan for a strateqic partnership,” commented -

- Schneider. The increasingly difficult conditions in the world market for chemicals -
especially speciarﬁes.' fine chemicals and life science intermgdiates ~ are leading to |
industry consolidation, he said, According to Schrieider, Bayer-cannot afford to

. ignore this in the long term despite outperfarming many of its competitors in terms of
growth. The medium-term goal was to forge a strategic alliance with enhanced
technological expertise, expanded marketing operations and strengthenad presence
in the world's major ecanomic regions, especially in the United ‘States. “By |
cdmbining the two business groups into an indepehdent unit, we arg getting ready '
for a partnership that could lead to a joint venture with a similarly structured
company.” S ' B '

Three companies to be divested |
As part of this restmduring,'aayerﬂplans to divest rnon-core husinesses: the wholly
owned subsidiary Haarmann & Reimer of Holzminden, Germany, a manufacturer of
fragrances ang flavors, and Rhein Chemie Rheinay of Mannheim, Germany, a _
specialist in additives for the rubber, libricants and plastics industries as weli as in’



polyurethane chemistry. Said Schneider: “These are excellent companies with
strong davelopment patential. But we no longer considere their activities to be core
businesses. Changes in customer structures and in the world market would require
.- additional resources and investments that would net be consistent with Bayer's
focus on core businesses. We are sure these companiesstand to benefit fram the .
.~ change.” Bayer also plans to sell its 50 percent interest in PolymerL atex GmbH' &
Cco. KG.of Marl; Garrnény. Since Degussa, the other joint venture partner, also ~
wishes to sell its interest, the sale will be effected jointly by Bayer and Degussa.

Preparations for Bayer CropScience on scheduls

Following the agraémant to acquire Aventis Crnp:science (ACS) in aearly October,
‘preparations for the new, legally independent agrochemical company are .
procasding at full speed. . Subjéct to the approval of the antitrust authorities, the -
entire crop protection activities of anér and ACS will be cormbined into a new
company named Bayer CropScience. The new carmnpany, with -anticipéted pro forma
sales of nearly EUR 7 billion in 2001, will be a world lsadef in the agrochern industry,
targeting EUR 8 billian in sales and a 20 percent ope'rating margin fbr_- 2005.

Animal Health part of new health cara entity

In a move that gives it an organizational positioning similar to that of fts competitors,
the Animal Health Business Group — currently part of Bayer's Agriculture segment ~
will transfer effactive January 1, 2002 to the Health Care segment, which also
comprises the Pharmaceuticals. Diagnostics, Biological Products and Consumer
Care business groups. As announced in Septembr, Bayer's Health Care activities
will be combined into a -new Bayer health care company. According to Schneider, -
this step will increase the unit's flexibility for strategic partnerships and thus
additional growth. Based on this year's figuras, the health care company's sales will
exceed EUR 11 bilion. o -

Schneider: “Bayer will not become a financial holding company™.

Schneider stressed the intention to preserve the Bayer Graup's unity ahd reaffirmed
its focus. on entreprenaurial leadership. The new organizational structure is to



enhance flexibility and sharpen Bayer's competitive eﬂge. "Let me make it quite
clear that we are not o'pting-fur a financial holding structure. There will continue to be .
structural ties between the dperating companies,” declared Bayar's CEQ.

The hoiding company’s management board is le determiris overall strategy; decide

on the portfolio, coniral fespurce allocation and nominate subsidiary co"rnpanies'
managers. "We are convinced that all the new companies will prosper and establish -
themselves as leaders in their respective markets. The Bayer name and trademark
~will éontinue‘to be of great benefit. We believe the strong cohesion provided by

holding cnr‘hpéhy serves to increase the valye of the entire Group." . '

Separate cdnipanies to provids global services

Essential corptﬁ}‘ate sefvices not dirsctly assignad to the operating companias will e
merged info service companies for the benefit of the entire Bayar Group. In
Germany, for exarnple, this applies to the Site Services Division with its 7,000
employees, along with Enterprise Accounting and Reporting, Central Technology,
 Infarmation Management, Human Resources, Procurernent and Legistics as well as
other service units. In the major countries and regions outsida Germany, tao, ser:vicel_
corpaniés are to support the operéting subsidiaries. In smaller countries, the singie
B’a’yer entities covering all the Group's activities will be retained, _ |

Boost from new organizational structurs

- "We have set a new course for Bayer," said Schreider, "Gver the next few weeks

and months we will be working hard, on the details and at the same time rigorousty

im plernenting' our efficiancy impmvemént program. This program will yield increasing
economies from year to year, with annuai savings amounting to some EUR 1.8

' billion by 2005. But the reorganization will give us the boost fram whigh everyone will

benefit — the company, its employees and its stockholders.”

"The Board of Mahagement and the Supervisory Board are confident that the new -
. Concept provides the fastest route to renewed succass follpwing an _ex_trama!y
-cha”enging year," the Chairman said, “Bayer was, is and will continue to be an -
attractive company that holds great promise for the future,” '



Bayer is an internaticnal, research-hased group with core businesses in health care,

~ agriculture, polymers and specialty chemicals. In 2000 Bayer had sales of EUR 31

billion, niet income of EUR 1.8 billion, and approximately.122,000 employees at yoar
end. Capital expenditures amounted to EUR 2.6 billion, R&D spending to EUR 2,4

billion, : S

=

- Leverkusen, December 6; 2001

'

Forward:-Looking Statements

This news release may conlain forward-locklng statements based on current assumpllons and
forecasls made by Bayer Group management. Various known and unknown risks. uncenainties and
other factors could lead to substantial differences betwsen the asiuai future results, financlal situation, .
development or parformance of the company and the estimates: given here. The company accepts no
obligation to eontinue to report or update hese forward-lnaking statements or adjust them to futura
evants or developments. - :
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