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General Market Environment

Global economy’

The overall sentiment was increasingly subdued in large parts of
the world in 2018 although the good economic development
continued. This was, in particular, due to trade conflicts and
growing geopolitical tensions. In its World Economic Outlook of
January 2019, the International Monetary Fund (IMF) called for
increased international cooperation, and projected global eco-
nomic growth of 3.7 percent for the 2018 reporting year — com-
pared with 3.8 percent in the previous year.

In the industrialized economies, the growth rate declined slightly
to 2.3 percent in 2018 (2017: 2.4 percent). Only in the USA, a
policy of tax incentives led to an acceleration of economic
growth. In the Euro area, the economy lost momentum. Above all,
ltaly’s budget conflict with the EU, delayed reforms in France, the
possibility of a no-deal Brexit, the government crisis in Germany
and the politically charged immigration issue had a negative
impact on growth.

The IMF also expected a slight slowdown of growth in the
emerging and developing economies from 4.7 percent in 2017 to
4.6 percent in 2018. Massive international capital movements and
turbulence in the currency markets as a result of a tighter mone-
tary policy in the USA put a brake on the economic development
of the emerging countries. In China, the Purchasing Managers
Index indicated the first slowdown for the processing industry
since 2016. As a result of subdued consumer sentiment, the
growth of retail revenue also recorded a significant drop in 2018.

Global fiber market?

Production and demand increased in the global
fiber market

The global fiber market was marked by a decrease in the cotton
harvest, while the supply of all other types of fibers rose at the
same time and a general decline in prices of fiber materials and
raw materials was recorded from fall 2018 onwards. According to
preliminary calculations, global fiber production rose by 0.5 per-
cent from 104.4 mn tons to 105 mn tons. Worldwide fiber con-
sumption was up 1.2 percent to 106 mn tons.

After a significant increase in the previous season, cotton supply
is expected to decline by 3 percent in the 2018/19 season
although the area under cultivation has remained constant. This
is attributable to a continuous decline in prices since mid-2018
and crop failures in the USA and India. The forecast for cotton
consumption indicates an only marginally lower level (minus
0.3 percent). In total, demand is expected to exceed supply on

" Source: IMF, World Economic Outlook, January 2019

2 All production-related data in this section were updated from the initial estimates
published in the 2017 Annual Report. Sources: International Cotton

Advisory Committee (ICAC), IMF, Cotton Outlook, CCF Group (China Chemical
Fibers and Textiles Consulting), Food and Agriculture Organization (FAO)
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the cotton market for the fourth consecutive year, which will lead
to a continued reduction of stock levels, especially in China.

Fibers on the world market

From synthetic
polymers
Polyester, Polyamide, Polypropylene,
Polyurethane (Elastan), Acrylic,

Polytetrafifuorethylene From anorganic

substances
Carbon, Ceramics, Glass, Metall

Fibers

d

From natural
polymers

Protein-based
Wool, Silk, Angora,
Cashmere, Casein,

Collagen, Ardein,
Zein etc.

Cellulose-based

\

Cotton & Wood-based
bast fibers Viscose, Modal, Lyocell,
Cotton, Flax, Cupro etc.
Hemp, Jute
etc.

The market for wood-based cellulosic fibers also continued its
growth of the past years in 2018. Global production rose by
3.4 percent to roughly 6.7 mn tons. This increase is exclusively
attributable to higher supply from Asia. In China, stricter environ-
mental regulations implemented by the government slowed down
production in recent years so that a gradual shutdown of older
facilities can be expected in the coming years. This was contrast-
ed by substantial replacement investments and new capacities in
the reporting year, which were started up step by step in the
second half of 2018. The industry also expects significant addi-
tional capacity for 2019.

Compared with the preceding years, the production volume of
synthetic polymer fibers recorded a weaker increase of slightly
over 1.5 percent in 2018. Volume rose to roughly 66 mn tons. With
the exception of acrylic fibers, which declined for the seventh
consecutive year, all fiber types continued their positive develop-
ment. Polyester fiber production rose by just over 1 percent to
55 mn tons and was marked above all by the reduction of stock
levels in China in the first eight months of the year as a result of
price increases. During the remaining four months of 2018, the
opposite trend was observed in response to falling raw material
and fiber prices.



Global fiber consumption in 2018' Decline in standard viscose prices
by type of fiber in percent (basis = 106 mn tons) The general price level for wood-based cellulosic fibers remained
relatively stable during the first half of 2018, while a significant

6.3% drop was recorded in the second half of the year. After price
Wood-based increases in the past years, standard viscose prices declined,
cellulosic fibers which was in part due to a massive increase in supply and a

volatile demand development. Market prices in China fell by
5.7 percent from 14,400 CNY/ton to 13,580 CNY/ton. The annual-
ized price of cotton in China declined by 2.1 percent. Polyester
prices dropped by 1.6 percent.
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The Business Development in the Lenzing Group

A significantly more challenging market environment led to a
decline in revenue and earnings compared with the record results
of the previous year. Although the outstanding results of the past
years could not be matched, 2018 can be considered a very
successful year in view of the market environment. In particular,
the success achieved with specialty fibers underscores the
chosen strategy. The development of the key financial indicators
was influenced by capacity expansions and slightly increasing
borrowing requirements.

The decline in revenue by 3.7 percent from EUR2.26 bn to
EUR 2.18 bn in 2018 was attributable to lower fiber selling prices
and a slight decrease in standard fiber sales volumes. The lower
fiber selling prices are primarily due to currency effects. The
Lenzing Group’s revenue from specialty fibers continued to grow,
but did not fully compensate for the decline recorded with stand-
ard fibers, especially standard viscose. However, the earnings
development was affected not only by the decline in revenue, but
additionally also by higher raw material, energy and personnel
costs: As a result, Group EBITDA (earnings before interest, tax,
depreciation and amortization)” dropped by 24 percent to
EUR 382 mn. The EBITDA margin” fell from 22.2 percent to
17.6 percent in 2018. Group EBIT (earnings before interest and
tax)” decreased by 36 percent from EUR 371 mn in the previous
year to EUR 237.6 mn. The EBIT margin” declined to 10.9 percent
(2017: 16.4 percent).

" Definitions and details on the calculations are provided in the “Appendix. Notes on
the Financial Performance Indicators of the Lenzing Group” at the end of the Group
Management Report.
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A condensed version of the Lenzing Group’s consolidated income
statement for the 2018 financial year is presented below:

Condensed lidated income statement' EUR mn
Change
Relative
Revenue m (3.7)%
Change in inventories, own work
capitalized and other operating 112.8 32.3%

income

Cost of material and other
purchased services

(1,258.0) 3.1%

z
(262.4) 3
502.5

(134.6) 9.4%

Personnel expenses

Other operating expenses

EBITDA

Amortization and depreciation

Income from the release of

. 3.1 (7.3)%
investment grants

EBIT 371.0 (36.0)%
Financial result (7.3) 120.3%
Allocation of profit or loss to and

measurement result of puttable (6.3) 255.7%
non-controlling interests

EBT (44.3)%
Income tax expense (32.7)%
Net profit for the year (47.4)%

1) The complete consolidated income statement is presented in the consolidated
financial statements.

In the 2018 financial year, the Segment Fibers contributed
EUR 2.16 bn to Group revenue. The Segment Technik generated
external revenue of EUR 9.8 mn. Revenue in the Segment Other
amounted to EUR 2.2 mn.

The cost of material and other purchased services rose by
3.1 percent from EUR 1.26 bn to EUR 1.3 bn during the reporting
period. In relation to Group revenue, the cost of material and
other purchased services amounted to 59.6 percent of revenue in
2018 (previous year: 55.7 percent of Group revenue), thus increas-
ing for the first time in several years. The increase in cost of mate-
rial was due to higher market prices, in particular for caustic soda
and energy. Adjusted for currency effects, the price of dissolving
wood pulp was lower than in the previous year.

Personnel expenses rose by 7.2 percent from EUR 349.4 mn in
2017 to EUR 374.5 mn in the 2018 financial year, primarily due to
the growth of the workforce (from 6,488 to 6,839 employees) and
to wage and salary increases in Austria and at the other locations.
The increase in personnel expenses was dampened by a slight
decrease in provisions for bonuses for all employees based on the
declining business development. In relation to Group revenue,



personnel expenses amounted to 17.2 percent and were higher
than in the previous year (15.5 percent).

Depreciation and amortization amounted to EUR147.2 mn, up
9.4 percent on the prior-year figure of EUR 134.6 mn. The devel-
opment is based on an increase in property, plant and equipment
related to the expansion of capacity, among others in Heiligen-
kreuz, and, on the other hand, on an impairment of individual
assets of EUR 8.6 mn due to the temporary construction stop in
Mobile.

The financial result was negative at EUR minus 16 mn
(2017: EUR minus 7.3 mn) and includes impairments of financial
assets related to outstanding purchase price receivables. Lower
financing costs reduced the decline compared with 2017. The
allocation of profit and the measurement result to non-puttable
interests includes primarily the measurement result from the
remaining 30 percent of the shares of Lenzing (Nanjing) Fibers of
EUR minus 21.4 mn.

The Lenzing Group recorded significantly lower EBT (earnings
before tax)” of EUR 1991 mn compared with EUR 357.4 mn in
2017. Income tax expense totaled EUR 50.9 mn (2017: EUR 75.7 mn).
The income tax rate therefore amounted to 25.6 percent in the
reporting year. Net profit, at EUR 148.2 mn, was 47.4 percent
lower than in the previous year at EUR 2817 mn. Earnings per
share dropped from EUR 10.47 to EUR 5.61.

ROCE (return on capital employed)” fell from 18.6 percent to
10.3 percent and ROE (return on equity)” from 24.5 percent to
12.9 percent in the 2018 financial year. The Group’s ROI (return on
investment)” declined from 14.5 percent to 9.3 percent.

Property, plant and equipment increased
Continued investment activities and increased stock levels led
to a rise in the Lenzing Group’s total assets by 5.4 percent
to EUR2.63bn as at December 31, 2018 (December 31, 2017:
EUR 2.5 bn). It is important to note that property, plant and
equipment rose by 9.4 percent to EUR 1.5 bn as at December 31,
2018. Adjusted equity” rose by 1.7 percent from EUR 1.53 bn to
EUR 1.55 bn in the reporting year. However, in relation to the
increased total assets, the adjusted equity ratio” declined from
61.2 percent to 59 percent at the end of the 2018 financial year.

Net financial debt” of the Lenzing Group, at EUR 219.4 mn at the
end of 2018, exceeded the prior-year value of EUR 66.8 mn since
new capital was borrowed to finance investments. EUR 29 mn of
a private placement were repaid according to schedule; however,
the Lenzing Group took out additional new loans from banks and
used existing credit lines to a greater extent. The ratio of net
financial debt to EBITDA" equaled 0.6 at year-end 2018 compared
with 0.1 at the end of 2017. Net gearing’, at 14.1 percent was also
higher than in the previous year (December 31, 2017: 4.4 percent).
Trading working capital rose by 7.2 percent to EUR 444.4 mn in
2018. The ratio of trading working capital to annualized Group
revenue’ rose from 19.4 percent at the end 2017 to 20.6 percent at
the end of 2018.

" Definitions and details on the calculations are provided in the “Appendix. Notes on
the Financial Performance Indicators of the Lenzing Group” at the end of the Group
Management Report.

Gross cash flow decreased

Gross cash flow" declined from EUR 4187 mn in 2017 to
EUR 304 mn in 2018, primarily due to the decline in earnings. In
contrast, cash flow from operating activities” rose by 3.3 percent
from EUR 2711 mn in 2017 to EUR 280 mn in 2018, which is
attributable to a positive development of working capital.
No receivables were sold on the basis of factoring agree-
ments and derecognized in the past financial vyear
(December 31, 2016: EUR 83.3 mn; December 31, 2017: EUR O mn).
In addition, CAPEX (acquisition of property, plant and equipment)”
rose by 7.9 percent to EUR257.6 mn in the reporting year
(2017: EUR 238.8 mn).

As a result of the continued high investing activities and the divi-
dend payment to shareholders for the record year 2017, liquid
assets held by the Lenzing Group fell to EUR 254.4 mn as at De-
cember 31, 2018 (2017: EUR 315.8 mn). The Lenzing Group also
had unused credit lines totaling EUR 341.6 mn at its disposal at
year-end 2018 (December 31, 2017: EUR 213.8 mn.).
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The Development of Business in the Segments

Segment Fibers

From wood to fiber

~40 % Pulp

(S
l Biorefinery

Wood

~50 % Bioenergy

The Segment Fibers comprises all production steps of the Len-
zing Group from wood, pulp and biorefinery products to fibers. In
the 2018 financial year, activities in the Segment Fibers focused
on the expansion of the share of specialty fibers in line with the
sCore TEN strategy. Strong demand for Lenzing fibers led to very
good capacity utilization in pulp and fiber production.

Wood

The Central European wood market, which is relevant for the
Lenzing Group’s wood procurement, was marked by climatic and
political influences during the reporting year. Storms like the low
pressure systems “Friederike” and “Vaia” caused several million
cubic meters of wood to fall in forests in Germany, Austria and
ltaly. High temperatures, little precipitation and droughts favored
the development and proliferation of pests. Bark beetles caused
massive damage in the Central European spruce forests. In addi-
tion, a project of the Hungarian government to provide people in
need with beech firewood had an impact on the market.

The climatic anomalies led to a high supply of spruce wood
throughout the year. As a result, the pulp plant in Paskov had
sufficient stocks and the favorable purchase prices of the previ-
ous year were extended. These market distortions confronted the
plant in Lenzing, which needs great volumes of beech wood, with
a challenging supply situation until October 2018. Due to the
increased necessary felling of softwood, less hardwood was
felled. In order to maintain supply overall, wood purchasing activi-
ties were extended to Germany, France, Switzerland and Poland.
In late October, the low pressure system “Vaia” damaged spruce
and beech forests. Stocks in Lenzing were subsequently replen-
ished. The prices for beech picked up slightly in comparison with
the previous year.
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R LENZING™ Viscose fibers
R LENZING™ Modal fibers

R LENZING™ Lyocell fibers & filaments

~10 % Biorefinery products

® LENZING™ Acetic Acid Biobased

o LENZING™ Furfural Biobased

® LENZING™ Magnesium-Lignosulphonate Biobased
® LENZING™ Soda Ash

o LENZING™ Hemilye

o | ENZING™ Mother Liquor

o Xylose

An audit of the forestry certification systems Forest Stewardship
Council® (FSC®) and Programme for the Endorsement of Forest
Certification™ (PEFC™) was conducted in Lenzing and Paskov
during 2018. The audits confirmed that, in addition to compliance
with the strict forestry regulations in the supplying countries, all
wood used by the Lenzing Group comes from PEFC™ and FSC®
certified or controlled sources. Controversial wood sources are
therefore definitely excluded.

Biorefinery

Pulp

The Pulp & Wood business area supplies the Lenzing Group’s
fiber production locations with high-quality dissolving wood pulp.
It operates dissolving wood pulp production plants in Lenzing and
Paskov, which cover roughly 60 percent of the Group’s dissolving
wood pulp requirements. The remaining part is purchased on the
basis of long-term contracts.

A total of roughly 566,000 tons of dissolving wood pulp was
produced at the two pulp plants of the Lenzing Group in 2018,
with Lenzing contributing approximately 52 percent and Paskov
the remaining part. Further pulp requirements are covered by
long-term partnerships with suppliers. The spot market price for
pulp in China increased by roughly 4 percent to USD 931/ton in
2018.

The expansion of production at the two locations and the upgrad-
ing of the equipment in the amount of EUR 100 mn, which were
approved in 2016, continued in 2018.



The Lenzing Group and the Brazilian company Duratex, the larg-
est producer of wood panels in the southern hemisphere, agreed
on the terms and conditions to form a joint venture in 2018
to investigate building the world’s largest dissolving wood pulp
plant in the state of Minas Gerais, near Sao Paulo (Brazil). The
two companies have secured a FSC® certified plantation of
43,000 hectares. The basic engineering and the applications for
required permits are proceeding according to plan.

Biorefinery products

Wood from certified and controlled forestry is the basis for the
production of biobased materials from the Lenzing Group’s bio-
refinery. Renowned customers from the food, animal feed, phar-
maceutical and chemical industries increasingly rely on biobased
alternatives to conventional oil-based products. The results for all
biorefinery products were increased beyond expectations in 2018.
Their integration into the Lenzing Group’s brand strategy supports
the company’s positioning and underscores the Group’s pioneer-
ing role in this future-oriented segment of bioeconomy.

Energy

The Lenzing Group’s procurement strategy for the main cost
components, electricity and natural gas, is based on spot market
prices. Energy prices recorded a general increase in 2018. Elec-
tricity and natural prices rose by more than 30 percent year-on-
year and the price of coal was up nearly 11 percent. In addition to
low hydropower output due to persistent drought periods and the
comparatively weak wind conditions, the split of the common
power price zone between Austria and Germany, which took
effect in October 2018, had an impact on energy prices. The
increase in the price of CO? allowances also affected energy
prices. Moreover, the oil price soared after OPEC limited oil pro-
duction, but dropped sharply towards the end of the year because
of the uncertain outlook for the global economy and growing
geopolitical tensions.

Operations in the Lenzing Group’s energy production facilities
were normal in 2018. The site in Lenzing traditionally uses renew-
able fuels, primarily from the biorefinery, as its most important
source of energy due to the optimal structure of the facility. They
account for 81.7 percent of the energy. The use of conventional
fossil fuels like oil, coal and natural gas amounted to 18.3 percent
of total energy consumption in 2018. The continuous improve-
ment and optimization of the plants and consumption continued
during the reporting year. A new, highly efficient steam turbine
was successfully commissioned.

The plant in Paskov was energy self-sufficient again in 2018, and
fossil fuels were not required for normal operations. Surplus ener-
gy was fed into the public electricity grid. Operations at the plant
in Purwakarta (Indonesia) were further optimized, for example
through measures to reduce sulfur dioxide emissions. Due to the
high coal price in Asia in 2018, energy costs continued to be high
at the plants in Purwakarta and Nanjing (China). In Nanjing, the
changeover in energy production from coal to natural gas, which
is intended to reduce CO? emissions, was pushed ahead.

Other raw materials

The prices of chemicals recorded a significant increase in the
reporting year. In Europe, this was attributable, among other
things, to higher energy and logistics costs as well as the strong
economic development. In Asia, the raw material markets were
more volatile due to stronger fluctuations between supply and
demand; however, the strong economy and stricter environmental
requirements also led to a significant increase in costs in this
region.

Caustic soda

Caustic soda is used in the production of pulp and is also an
important primary product for the production of viscose fibers as
well as a co-product from chlorine production. The price of caus-
tic soda in Europe increased substantially in 2018, which was
mainly due to the reduction of European capacities by approxi-
mately ten percent at the end of the previous year after the clo-
sure of facilities based on the amalgam process (using mercury)
and, consequently the imbalance of supply and demand, as well
as production breakdowns of European suppliers. Asia also rec-
orded substantial price increases in the reporting year, with the
situation easing again in the second half of 2018.

Sulfur

Sulfur is an important basic product for the production of carbon
disulfide and sulfuric acid, which are used in the production of
viscose fibers. After prices declined in the two previous years,
sulfur prices increased again in 2018. The reasons were unsched-
uled downtimes and production breakdowns in different refiner-
ies. After a volatile development, market prices in Asia recorded a
substantial increase in comparison with the previous year.

Fibers

With the repositioning of its product brands, the Lenzing Group
sent a strong message to consumers in 2018. With TENCEL™ as
the umbrella brand for all specialty products in the textile seg-
ment, VEOCEL™ as the umbrella brand for all specialty nonwoven
products and LENZING™ for all industrial applications, the com-
pany showcases its strengths in a targeted manner. The visibility
of the new brands was significantly improved through numerous
appearances and sponsoring activities at trade fairs and interna-
tional fashion shows as well as through co-branding agreements
during the reporting year.

Revenue generated by the Segment Fibers decreased by
3.7 percent to EUR 2.17 bn in 2018. In the previous year, revenue
amounted to EUR2.25 bn. Segment EBITDA dropped by
237 percent from EUR499.2 mn in the previous year to
EUR 381 mn in 2018. EBIT of the Segment Fibers fell by
35.8 percent to EUR 234.1 mn (2017: EUR 364.8 mn).
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Fiber sales totaled EUR 1.85 bn, with roughly 71 percent attributa-
ble to textile fibers and roughly 29 percent to nonwoven applica-
tions and New Business Areas. The sales regions were North Asia,
followed by AMEA (Asia, Middle East & Africa) and Europe &
Americas.

Fiber revenue by segment in percent

29.2 %
Fibers for nonwovens
and new business areas

70.8 %
Textile fibers

Fiber revenue by core market in percent

26.4 %
Europe & Americas

38.0 % North Asia

35.6 % AMEA
(Asia, Middle East & Africa)

The total fiber sales volume declined by 2.9 percent to roughly
915,000 tons in 2018 (2017: approx. 942,000 tons). In particular,
the sales volumes of standard fibers, above all standard viscose,
decreased, the main reasons being a reduction of fiber trading
volumes, product mix effects and unscheduled downtimes in
standard viscose production. In contrast, the sales volume for
specialty fibers increased during the reporting year. The share of
specialty fibers in revenue amounted to 45.5 percent, significantly
exceeding the value of 41.8 percent in the previous year. The
share of standard fibers decreased from 44.3 percent to
39.7 percent. The share attributable to other business areas grew
slightly from 13.8 percent to 14.8 percent in 2018.
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Lenzing Group revenue: Share of specialty fibers in percent

14.8 %
Other business areas

45.5 %
Specialty fibers

39.7 %
Standard fibers

Textile fibers

Textile fibers are primarily marketed under the TENCEL™ brand.
The demand for TENCEL™ fibers remained high in all subseg-
ments from apparel to home & interior applications and protec-
tive clothing. Customers’ interest in the most important product
innovations of the past years remained strong. Especially
LENZING™ ECOVERO™ fibers were very well received by the
market thanks to their ecologically compatible production and
their groundbreaking identification technology.

Apparel

Apparel, the largest business area in the Lenzing Group, recorded
a further increase from the sale of specialty fibers in the reporting
year. The fashion industry increasingly uses TENCEL™ Lyocell and
Modal fibers as the fiber of choice in terms of sustainability. This
development was supported by targeted marketing activities and
an even clearer alignment to the requirements of the partners
along the value chain up to the fashion brands. For the first time,
collections of well known-brands using TENCEL™ fibers are
advertised on the product website www.tencel.com, which was
launched during the reporting year.

In the market segment Denim, the strong growth of the past years
continued during the reporting year. TENCEL™ Lyocell fibers
impressed, above all, with their sustainable production and natu-
rally soft properties. The demand for TENCEL™ Modal fibers
continued to be strong in the innerwear business due to their
particular softness and high wearing comfort in figure-hugging
applications. LENZING™ ECOVERO™ fibers, which enable iden-
tifiability along the entire value chain and consequently create
higher transparency in the fashion industry were well received by
the market. TENCEL™ Lyocell fibers with REFIBRA™ technology
are still considered a groundbreaking concept of the closed-loop
economy and TENCEL™ Luxe filaments further established them-
selves as the ideal blending partner for silk in haute couture in
2018. Since their presentation in 2017, several collections with
luxury brands have been developed for the retail sector.



Home & Interiors

Home & Interiors is an important growth segment for the Lenzing
Group. Customers value TENCEL™ Lyocell fibers due to their
strength, efficient moisture absorption and pleasant feel on the
skin. In 2018, Lenzing implemented new business development
activities for three application and business areas: the hotel and
hospitality sector through partnerships with important market
participants like laundries, carpet applications and new upholstery
applications.

Work and protective clothing

Demand for the high-performance LENZING™ FR fiber was
strong again in the work and protective clothing subsegment
in 2018. The Lenzing Group recorded significant growth again,
in particular in the Middle East, China and India.
LENZING™ FR fibers are ideally suited for flame-resistant protec-
tive clothing due to their inherent fire resistance and comfort and
help to reduce heat stress for the wearer. The fibers can also be
spun-dyed during production. That eliminates one processing
step and helps partners make their production more sustainable.

Nonwoven fibers
The nonwovens business was satisfactory in the 2018 financial
year, with high demand across all fiber generations. However,
demand shifted towards viscose specialty fibers during the
reporting year. Especially in the hygiene segment volume was
significantly increased.

VEOCEL™ fibers recorded a significant increase in revenue.
Thanks to their skin friendliness, odor resistance and high wet
strength, VEOCEL™ fibers are particularly suitable for hygiene
products. In addition, sustainability aspects such as the environ-
mentally friendly origin of the raw material and the biodegrad-
ability of the fibers have a positive impact on demand. With
VEOCEL™ fibers, Lenzing supplies the basic material for hygiene
products which can be disposed of with wastewater. This flush-
ability is increasingly gaining importance for the nonwoven
industry.

Asia is an increasingly important market for wipes and care wipes
as household income has increased, even though Europe and the
USA are still by far the largest markets for these products. Moist
toilet tissues represent another important growth driver for
VEOCEL™ fibers, and the market penetration continued to
increase in the reporting year.

Face masks represent a specific application of VEOCEL™ fibers
for the cosmetic segment in Asia. This form of skincare has
become the standard in recent years. The Lenzing Group has
established an excellent position in this submarket with
VEOCEL™ Skin fibers, a specially developed product which is
generating a steadily rising volume of business. Since 2018, signi-
ficant increases have also been recorded in western industrialized
countries. So-called facial sheet masks are increasingly becoming
part of daily cosmetics routine.

New Business Areas

Cellulosic fibers made by the Lenzing Group have a wide variety
of applications beyond the textile and nonwoven segments. To
place a stronger focus on these areas, a separate business area
called “New Business Areas” has been established. It concen-
trates on determining new application areas and promoting
smaller, existing activities in the industrial applications. These
activities are supported by customers’ and consumers’ growing
awareness of environmentally compatible products and alterna-
tives in order to avoid plastics. This market development is also
supported by legislation which promotes completely doing with-
out plastics in some areas such as packaging, thus driving a
changeover to sustainable products.

Lenzing continued to increase revenue generated with industrial
applications in the area of energy storage systems and filtration in
the 2018 financial year. LENZING™ Lyocell impressed with their
heat resistance and high filtration efficiency in this area.

The redesigned product brand LENZING™ was presented at
Techtextil North America in Atlanta, USA, in the first half of 2018.
The partnership with the innovative shoe manufacturer Allbird is
another success. Allbird presented its “Tree” collection in 2018,
which uses TENCEL™ Lyocell fibers as upper material. In addition,
Lenzing and its partners won the Austrian State Prize for Smart
Packaging in the B2C category. The prize was awarded for the
product “Packnatur® reusable cellulose bag” in November 2018.
The reusable bag is made of LENZING™ fibers and was devel-
oped together with Lenzing’s partner VPZ Verpackungszentrum
GmbH.

Fiber production co-product

The Lenzing Group produces sodium sulfate as a co-product at
all locations where viscose or modal fibers are made. Sodium
sulfate is used to produce food and animal feed and also by the
pharmaceutical, detergent and construction industries.

Sodium sulfate prices stabilized at a high level in the reporting
year due to lower production volumes in China and, consequent-
ly, lower exports to South America and North Africa. Revenue
from sodium sulfate was maintained at a comparable level at the
Lenzing site despite lower production quantities.
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Segment Lenzing Technik

Lenzing Technik is a supplier of pulp technology and filtration and
separation technology. In addition, it has a mechanical construc-
tion unit, which operates as a production area within the Lenzing
Group.

In the 2018 financial year Lenzing Technik generated revenue of
EUR 42.4 mn compared with EUR 42.3 mn in 2017, which corre-
sponds to an increase by 0.2 percent. Of this total, customers
outside the Lenzing Group accounted for EUR9.8 mn
(2017: EUR 12.8 mn). EBITDA amounted to EUR 2.2 mn compared
with EUR 3.4 mn in the previous year. The number of employees
at Lenzing Technik, including apprentices, amounted to 220 at
December 31, 2018 (December 31, 2017: 210).

Filtration and Separation Technology

As a pioneer in the field of solid-liquid separation, this business
area concentrates on the development and realization of solutions
for customer-specific filtration applications. These flexible filtra-
tion systems help customers make their production processes
more efficient and economical. The positive development of
business in this area continued during 2018.

Pulp Technology

The Pulp Technology business area is the Lenzing Group’s com-
petence center for the planning and implementation of pulp pro-
jects. It offers a full range of engineering services which include,
for example, the preparation of feasibility studies, project man-
agement and related services as well as the provision and delivery
of equipment. This business area plays a decisive role in the stra-
tegic increase in pulp integration within the Lenzing Group.

Mechanical Construction

The Mechanical Construction business area manufactures
equipment for the Pulp Technology as well as the Filtration and
Separation Technology business areas and also provides sophis-
ticated machinery and aggregate components for all plants in the
Lenzing Group. During the reporting year activities focused on the
expansion of specialty fiber capacity in the Lenzing Group.

Segment Other

Revenue in the segment Other rose by 11.3 percent to EUR 5.3 mn
in the 2018 financial year. Of this total, EUR 2.2 mn was attribut-
able to customers outside the Lenzing Group (2017: EUR 2.1 mn).
EBITDA declined to EUR0.9 mn and EBIT decreased to
EUR 0.8 mn.
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Investments

The Lenzing Group made a number of investments which are
crucial to the implementation of the sCore TEN strategy in 2018.
CAPEX (acquisition of intangible assets and property, plant and
equipment) rose by 7.9 percent year-on-year to EUR 257.6 mn.
This is attributable to the increase in internally produced pulp
supplies as a result of the expansion of the locations in Lenzing
(Austria) and Paskov (Czech Republic) as well as to the focus on
specialty fiber growth through capacity expansions at the existing
production site in Heiligenkreuz (Austria), the new construction
project in Prachinburi (Thailand) and the investments made in
Mobile (USA).

In line with the sCore TEN strategy, the Lenzing Group plans to
raise the share of specialty fibers in revenue to 50 percent and
increase the internal production of pulp towards 75 percent of
total requirements by 2020.

The expansion and modernization of the dissolving wood pulp
plants in Lenzing and Paskov are expected to increase pulp pro-
duction capacity by roughly 35,000 tons annually.

As a result of the decision to temporarily mothball the lyocell
capacity expansion project in Mobile in view of the buoyant labor
market in the USA and the economic tensions between the major
trading blocks, the implementation of the plan for specialty fiber
growth will be slowed down. However, the Lenzing Group adjust-
ed its growth plan accordingly in order to meet strong market
demand for its lyocell fibers. This includes an increased focus on
the lyocell expansion project in Prachinburi. The planned produc-
tion facility with a capacity of up to 100,000 tons will further
strengthen the Lenzing Group’s global lyocell network.

The start-up of new capacities for lyocell fibers in Heiligenkreuz,
the production start of LENZING™ ECOVERO™ fibers at the
Nanjing site and the investment in another pilot plant for
TENCEL™ Luxe filaments of up to EUR30 mn are further
important steps to achieve the goal of increasing the share of
specialty fibers in total revenue. In September 2018, Lenzing
announced the successful development of the LENZING™ Web
Technology, a new technology platform focusing on sustainable
nonwoven products, which opens up new market opportunities
for the industry. After several years of research and development
as well as investments of EUR 26 mn, Lenzing successfully started
the pilot plant at the Group’s headquarters in Lenzing.

In July 2018, the Lenzing Group announced investments of more
than EUR 100 mn in sustainable manufacturing technologies and
production facilities by 2022. A major part of these investments
will focus on closed-loop production processes and the moderni-
zation of effluent treatment units. In addition, Lenzing invests in
improving the energy mix.

In November 2018, the Lenzing Group acquired the remaining
30 percent of its Chinese subsidiary Lenzing Nanjing Fibers (LNF)
from its state-owned joint-venture partner NCFC. The acquisition
paves the way for setting up further production lines for specialty
fibers and for accomplishing the goal of gradually converting
Lenzing Nanjing Fibers into a specialty fiber location.
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Research and Development

Research and development activities in the Lenzing Group are
concentrated in the Global R&D Department, a corporate unit in
Lenzing. This central research is closely linked to other business
areas such as business management, production, engineering,
business development, application technology, customer service
and sales as well as the individual regions. An intensive exchange
of know-how also takes place with the application and innovation
centers in Hong Kong and Purwakarta, where new applications
for the Lenzing Group’s fibers are developed together with cus-
tomers. Based on these joint development activities, Lenzing
intensifies its global cooperation with partners along the value
chain.

At the end of 2018, 204 employees worked in Global R&D, focus-
ing primarily on new and further developments of technologies,
processes, products and applications for wood-based cellulosic
fibers. R&D expenditures, calculated according to the Frascati
method (i.e. after the deduction of grants), declined from
EUR 55.4 mn to EUR 42.8 mn since important investment projects
were completed. Nevertheless, the R&D expenditures represent a
peak value in an industry comparison, both in absolute terms and
in relation to revenue. The achievements of Global R&D are also
reflected in 1,324 patents and patent applications (from 242 pa-
tent families), which the Group holds in 49 countries throughout
the world.

Focal points in 2018

One of the major innovations presented in 2018 was the
LENZING™ Web Technology. This newly developed, sustainable
nonwoven web formation process starts with botanic wood pulp
and produces a nonwoven fabric made of 100 percent continuous
lyocell filament. This technology, for which 25 patent applications
were filed, offers a unique self-bonding mechanism where fila-
ments bond into a fabric during the laydown processes. This
mechanism allows a reduction of processing steps; as a result,
unique nonwoven fabrics can be produced and resources can be
saved. Nonwovens produced with the LENZING™ Web Technology
are 100 percent natural and, as opposed to other products on the
market, also biodegradable.

Another research focus was the enhancement of the
REFIBRA™ technology. This technology enables the production of
lyocell fibers which in part consist of recycled materials from
textile production. Research now focuses on finding out to what
extent recycled textile products which have been worn by con-
sumers can also be used for fiber production.

In addition, R&D continues to drive the optimization and im-
provement of the production processes for pulp and the various
fiber types. The R&D focal points are generally on optimizing the
closed loop economy, for example in the area of pulp, and on
improving the utilization of the raw material wood in the biorefin-
eries of the Lenzing Group. In terms of fiber development, Global
R&D also supports the further development of production tech-
nologies and capacity expansions for the production of lyocell
fibers. On the product side, new types of fibers are being devel-
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oped (some of them with special functions) for both textile and
nonwoven applications, and applications for existing and new
fibers are devised, also in cooperation with customers and part-
ners along the value chain.

Innovation centers

In late 2018, the Lenzing Group opened a new innovation center
at the Indonesian production site in Purwakarta, the Lenzing
Center of Excellence, thus covering the entire value chain of its
customers and partners in Asia. At the new Lenzing Center of
Excellence, Lenzing develops new yarns in cooperation with its
customers and offers special laboratory facilities to test the differ-
ent types of fibers and yarns, while the focus of the Application
Innovation Center in Hong Kong is primarily on innovations from
yarn to fashion.



Non-financial Performance Indicators

Sustainability

Environmental protection, sustainable business development and
responsibility for people are part of Lenzing’s fundamental values.
Sustainability is therefore firmly established in the sCore TEN
strategy. Further information on the topic of sustainability is pro-
vided in the Sustainability Report of the Lenzing Group, which
also represents the non-financial statement in accordance with
Section 267a of the Austrian Commercial Code.

Focal points in 2018

“Naturally Positive”, Lenzing’s sustainability strategy, is based on
the “3-P” dimensions: People — Planet — Profit. Within this strate-
gy, Lenzing has defined seven core areas to which it makes
significant contributions and which provide added benefits for
people and the environment. These seven core areas are:

Sustainable raw material sourcing
Water stewardship
Decarbonization

Sustainable innovations
Empowering people

Partnering for systemic change
Enhancing community wellbeing

Based on the sustainability strategy and the seven core areas, the
Lenzing Group pursues operational goals which develop their
effect in the short, medium or long term. Concrete plans include a
50 percent reduction of sulfur emissions (carbon disulfide and
hydrogen sulfide) by 2022, which is to be achieved especially by
reducing sulfur emissions at the production site in Indonesia. In
addition, a 20 percent reduction of the water load (chemical
oxygen requirement) is planned by 2022 based on measures at
the sites in Grimsby (United Kingdom) and Purwakarta (Indone-
sia). A forestry protection and reforestation project in Albania was
also started during the reporting year. Moreover, an evaluation of
the environmental performance of the Lenzing Group’s most
important suppliers began in 2018. The objective is to evaluate
80 percent of the key suppliers by 2022. Furthermore, a transpar-
ent assessment of the production sites in accordance with the
HIGG Facility Environmental Module 3.0' was launched in 2018.
This evaluation of all production sites of the Lenzing Group is
expected to be completed in 2019. The Lenzing Group set up an
investment program of EUR 100 mn in 2018 in order to achieve
these targets.

The technologies of the Lenzing Group are working examples of
a circular economy. In order to further promote the circular
economy within the textile industry, Lenzing participates in the
activities of the following multi-stakeholder initiatives and non-
governmental organizations: World Economic Forum, Sustainable
Apparel Coalition, Textile Exchange, Canopy, Circular Fibres

"The Higg Facilty Environmental Module of the Sustainable Apparel Coalition (SAC) is
an instrument which is used to measure the environmental and social sustainability
performance of global production facilities.

Initiative (Ellen MacArthur Foundation) and Science Based Targets
Initiative (World Resources Institute).

Certification status in the Lenzing Group

The operations at all Lenzing production facilities are based on
sustainability — in the economic, ecological and social sense of
the term. All fiber and pulp plants have received ISO 9001, ISO
14001 and OHSAS 18001 system certifications and successfully
completed the audit according to the new rules of ISO 9001:2015,
ISO 14001:2015 and OHSAS 18001:2007. The responsible pro-
curement of wood and pulp is certified by the audit according to
the FSC® and PEFC™.

Certification status in the Lenzing Group

ISO ISO OHSAS

9001 14001 18001

Lenzing (Austria) v v v
Heiligenkreuz (Austria) v v v
Grimsby (United Kingdom) v v v
Mobile (USA) v v v
Purwakarta (Indonesia) v v v
Nanjing (China) v v v
Paskov (Czech Republic) v v v

Employees

The Lenzing Group had a worldwide workforce of 6,839 as at
December 31, 2018 (December 31, 2017: 6.488), including 182
apprentices (December 31, 2017: 173). The number of employees
working at the corporate headquarters in Lenzing totals 2,831 at
the end of 2018 (December 31, 2017: 2,646), including 120 ap-
prentices (December 31, 2017: 113).

Employees by country
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_
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Czech Republic
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China
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Austria

26 %
Indonesia
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Lenzing supports the potential and skills of its employees through
a broad range of personnel development measures and tailored
training programs. Total expenditures for life-long learning and
personnel development rose again from EUR 5.1 mn in 2017 to
EUR 5.9 mn in 2018. Most of the educational and development
programs at the corporate headquarters in Lenzing are carried
out internally by the company’s educational center (BZL).

Training and further education

The sCore TEN strategy and, in particular, the cultural focus and
the Leadership Model of the organization form the basis for all
training and further education activities of the Lenzing Group.
During the reporting year, Lenzing intensified these activities and
started new training programs. “Leaders of Tomorrow” is a tai-
lored development program for employees working in production,
which provides for a 3-month job rotation at the locations in
the United Kingdom, the Czech Republic and Indonesia.
The “sCore TEN fit” program was started with three groups and
includes psychological training elements for the training of man-
agers. An onboarding and buddy program was introduced in
Lenzing to help new employees integrate in the best possible way
and to provide them with a deeper understanding of the compa-
ny’s business model.

Training programs which are well established at the location in
Lenzing were rolled out globally and introduced at other sites.
They include the “Global Fiber Academy”, which was set up in
2004 with the objective to improve interdisciplinary knowledge of
fibers as well as the understanding of the value chain, and the
“Commercial Academy”, a training program for employees in the
commercial area who want to expand their technical know-how,
their legal knowledge and their negotiating skills.

The 16-month “Springboard” program ended for 26 highly moti-
vated junior executives of the Lenzing Group in the summer of
2018. This global junior leadership program, which was launched
in 2014, focuses on the issues of culture and change, decision-
making, leadership, international communication as well as virtual
and practical cooperation.

Diversity

Respect, diversity and inclusion are the cornerstones of the
sCore TEN corporate strategy, as well as integral and indispens-
able parts of the Lenzing Group’s corporate culture. Diversity
plays an increasingly important role in filling management level
positions in the company.
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Safety, Health and Environment

In 2018 further measures were taken in the Lenzing Group to
increase occupational safety and the group-wide health man-
agement was developed further. The area “Global Safety, Health
and Environment” (Global SHE) plays a leading role in working on
the improvement of key figures for safety, health and environment
with the employees and the production areas.

Safety

The Lenzing Group considers the protection of its employees and
the environmental protection a fundamental requirement of en-
trepreneurial actions; therefore, they are an integral part of the
Lenzing Group’s corporate values. The “Heartbeat for Safety”
program, which was launched in 2016 with the aim to raise
awareness of safety and environmental protection and to ensure
continuous improvements in this respect, was consistently im-
plemented during the reporting year.

One focal point was the “Safety Walks and Talks” training and
discussion format. Since its beginning in 2016, roughly 750 man-
agers have received training on how to hold successful talks
about safety. By the end of 2018, 12,442 “Safety Walks and Talks”
had been held. In addition, the existing rules to prevent severe
accidents as a result of dangerous activities, the “Life Saving
Rules”, were further standardized. Moreover, audits were per-
formed at all locations to examine contractor management and a
standardized guideline was developed and will be implemented in
2019.

In order to ensure consistently high standards for handling poten-
tially hazardous substances throughout the Group, the necessary
processes are being harmonized. A corresponding project was
launched in 2018 and will be implemented in several stages over
the coming years. The objective is the safe and proper use of
hazardous substances and chemicals based on standardized
rules. In addition, numerous measures were taken during the
reporting year to maintain and further develop the Lenzing
Group’s high standards for safeguarding machines and equip-
ment.

The Lenzing Group worked closely with the Institution of Occu-
pational Safety and Health (IOSH) in order to tailor the well-
known health and safety training of the British organization to
Lenzing’s requirements and to translate it into the different lan-
guages of the locations. “Leading Safely” courses have been held
at several of the Lenzing Group’s locations. During the reporting
year, the first “Working Safely” courses started. These two cours-
es address both the operating staff and the managerial staff in the
company.

Efficient safety management requires the complete reporting and
documentation of all relevant events (accidents, near-accidents
and observations). In connection with the continuous improve-
ment of safety standards, it is therefore especially important to
include local employees in the standardized “SHEARS” reporting
platform and create awareness for risks

The accident rate was maintained unchanged in comparison with
the 2017 financial year despite the extensive investment activity
and related higher risk of injuries as well as the increased deploy-
ment of staff.

Development of the accident rate

Accidents per 1,000 employees
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Health

The Lenzing Group’s health management system is based on a
concept that is tailored to the specific health and social systems
in the countries where Lenzing is active and provides a concep-
tual framework for targeted investments in healthcare. The com-
pany has established industry-specific healthcare standards at all
its sites, which include routine health checks for all employees
and regular training in the correct handling of chemicals.

A preventive healthcare program called “Heartbeat for Health”
was launched throughout the Group in 2018. Another health focus
was on the topic of first aid during the reporting year. To ensure
that all employees know the basic measures to save vital func-
tions, an awareness week under the motto “Saving Lives — At
Work and At Home” was held at all locations of the Lenzing
Group in September.
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Risk Report

Current risk environment

A detailed analysis of the developments in the global fiber market
during the reporting year and the related risks for the Lenzing
Group is provided in the section “General Market Environment”.

The economic environment is heavily influenced by growing
geopolitical tensions, especially between the major trading
blocks. First tendencies of slowing economic growth have already
been showing for 2019. Developments such as a possible no-deal
Brexit and the politically charged topic of migration represent
additional elements of uncertainty for the economy.

The global fiber market remains under pressure due to the in-
creasing fiber capacities in the Asian market, in particular in the
standard fiber segment. The Lenzing Group therefore anticipates
persisting high price pressure for standard fibers in the 2019
financial year. The sCore TEN strategy aims to mitigate the im-
pact of these developments.

Based on the steady expansion of the Lenzing Group’s existing
pulp capacity and sufficient available supplies on the global mar-
ket, pulp supplies are considered secured for 2019. The Lenzing
Group is expanding the volume of pulp at the locations in Lenzing
and Paskov and is working on the basic engineering for the con-
struction of a new plant in Brazil with an annual pulp capacity of
450,000 tons.

Raw material prices for chemicals, in particular for caustic soda
and carbon disulfide, were at a high level globally in the past
months.

On the currency side, the US dollar gained 6 percent against the
euro compared with the previous year. The Chinese yuan re-
mained largely stable. A devaluation of the two currencies would
have a negative effect on the Lenzing Group’s open currency
volume. Liquidity risk is expected to be low in 2019 due to the
very stable financial structure.

There were no significant damage incidents involving operating,
environmental or product liability risks with a high damage poten-
tial in the 2018 financial year.

The Lenzing Group increased its production volume in 2018 with
the expansion of its lyocell capacity in Heiligenkreuz. The tempo-
rary stop of the lyocell capacity expansion project in Mobile in-
creased the risk profile on the sales side for the coming years. The
Lenzing Group is now focusing on the construction of a lyocell
fiber plant in Thailand.
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Risk management

The main purpose of risk management in the Lenzing Group is to
protect and strengthen the company by correctly and transpar-
ently assessing the financial, operational and strategic risks. The
Management Board of the Lenzing Group, together with the heads
of the reporting departments, carries out extensive coordinating
and controlling operations within the framework of a comprehen-
sive integrated internal control system that covers all locations.
The timely identification, evaluation and reaction to strategic and
operational risks are essential components of these management
activities and make a significant value contribution to the com-
pany. This approach is based on a standardized, group-wide
monthly reporting system and the ongoing monitoring of strategic
and operational plans.

Lenzing has implemented a corporate risk management system
for the central coordination and monitoring of risk management
processes throughout the Group. This system identifies and ana-
lyzes the main risks, together with input from the operating units,
and communicates the results to the Management Board and top
management. Risk management also includes the proactive anal-
ysis of potential events or near-misses. Further tasks include
actively controlling risks and evaluating appropriate measures
with the affected business areas.

Risk management strategy
Lenzing pursues a multi-step approach to risk management:

Risk analysis (based on the COSO®'
Framework)

The Central Risk Management Department carries out semian-
nual risk assessments at all production locations and functional
units. The major risks are identified and evaluated in accordance
with the international COSO® standards. Only the risks not
reported on the statement of financial position or the income
statement are presented, whereby the financial effects of a possi-
ble damage event on Group EBITDA and liquid funds are includ-
ed. The risks are simulated against the EBITDA plan and a range
of possible budget variances is developed. Lenzing uses a simu-
lation software which also calculates other KPIs such as value at
risk, risk-adjusted ROCE and a sensitivity analysis.

' Committee of Sponsoring Organizations of the Treadway Commission



Risk reduction

The objective is to minimize, avoid or, in certain cases, intention-
ally accept risks based on appropriate measures. The actions
taken depend on the expected impact of the specific risk on the
Group.

Responsibility
The individual risks are assigned on the basis of the existing
organization matrix. Each risk is allocated to a specific risk owner.

Risk monitoring/control

The effectiveness of the risk management system used by the
Lenzing Group was evaluated by KPMG Austria GmbH in accord-
ance with Rule 83 of the Austrian Corporate Governance Code as
part of a special audit in the reporting year.

Reporting
The main risks are presented in detail in a report and discussed
with the Management Board and the Audit Committee.

Market environment risks

Market risk

As an international corporation, the Lenzing Group is exposed to
a variety of macroeconomic risks. The development of the prices
and volumes for textile fibers and, to a lesser extent, also for
nonwoven fibers is cyclical because it is dependent on global and
regional economic conditions. Lenzing fibers compete with cot-
ton and synthetic fibers on many submarkets. Consequently, the
price trends for these products also have an influence on the
development of revenue and sales volumes of Lenzing fibers.

The Lenzing Group counteracts this risk by steadily increasing the
share of specialty fibers in its global product portfolio and a con-
sistent sustainability and innovation strategy. The goal is to raise
the share of specialty fibers to 50 percent by 2020 and to further
expand Lenzing’s role as a leading company in sustainability in the
fiber business. High quality standards combined with added-value
services in the standard fiber business are also designed to safe-
guard Lenzing’s leading market position.

The Lenzing Group relies on a strong international market pres-
ence, especially in Asia. This market presence is strengthened by
an excellent regional customer service and support network as
well as high customer-oriented product diversification. A new
innovation center was opened in Indonesia during the reporting
year.

Sales risk

A comparatively small number of major customers are respon-
sible for roughly one-half of the Lenzing Group’s fiber revenue. A
decline in sales to these major customers or the loss of one or
more major customers without an immediate replacement poses
a certain risk. The company counteracts this risk with its global
presence and the continuous broadening of its client base and
sales segments. Possible default on trade receivables is covered
by strict receivables management and global credit insurance.

Innovation and competition risk

The Lenzing Group is exposed to the risk of losing its position on
the fiber market due to increased competition or new technolo-
gies developed by competitors. The Lenzing Group could lose its
market position, above all, if it were no longer able to offer its
products at competitive prices, if its products did not comply with
customer specifications or quality standards or if its customer
service did not meet customer expectations. Lenzing counteracts
this risk with research and development activities that exceed the
average for the industry and by a high level of product innovation
and steady cost optimization. The Lenzing Group — similar to
other producers — is exposed to the risk that acceptable or even
superior alternative products may become available and at more
favorable prices than wood-based cellulosic fibers.

Laws and regulations

The Lenzing Group is confronted with different legal systems and
regulations in its global markets. A change in laws or other regula-
tions (e.g. import duties, environmental requirements etc.) as well
as the stricter interpretation of existing laws could result in signifi-
cant additional costs or competitive disadvantages. The Lenzing
Group has installed a Legal Management, Intellectual Property
and Compliance Department, which carries out consulting ser-
vices and risk assessments in these areas.

In response to the far-reaching implications of global warming for
society and the ecosystems, governments or other stakeholders
may introduce stricter laws and regulations. These could include
the implementation of higher prices for CO? allowances or new
taxes on CO? emissions. If such measures were to be implement-
ed only regionally, this could have a negative impact on the busi-
ness success of the Lenzing Group.

Brand risk

Lack of or incomplete protection of intellectual property and
brands for products made by Lenzing represents a risk. The
Lenzing Group controls this risk through departments for brand
and intellectual property protection. Moreover, the new branding
strategy and integrated processes are also designed to counter
this risk.

Climate change and marine pollution

The awareness of problems related to climate change such as
rising sea levels and the increasing frequency and severity of
natural disasters is growing among people as well as throughout
the fiber industry. The pollution of the oceans with plastic waste
and microplastics also represents a growing global risk.

The Lenzing Group has recognized the far-reaching effects of
climate change on society and the ecosystems and offers a sus-
tainable alternative with its innovative and biodegradable prod-
ucts. Lenzing continuously works on setting clear sustainability
goals and looks for ways to increase its energy efficiency and for
opportunities to use renewable energy sources or sources with
lower CO? emissions.
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Operational risks

Procurement risk (incl. pulp supply)

The Lenzing Group purchases large volumes of raw materials
(wood, pulp, chemicals) and energy for the manufacture of its
cellulosic fibers. Fiber production and the related margins are
exposed to risks arising from the availability and prices of these
raw materials, which can fluctuate to the disadvantage of the
Lenzing Group. These risks are countered through the careful
selection of suppliers based on price, reliability and quality crite-
ria, EcoVadis-based sustainability assessments as well as the
creation of long-standing, stable supplier-customer partnerships,
in some cases with multi-year supply agreements. In addition, all
suppliers must comply with Lenzing’s Global Supplier Code of
Conduct. Nevertheless, there is a risk of violations of the Code
which may have a negative impact on the Lenzing Group and its
stakeholders along the value chain. Supply chain risks may also
result from disruptions caused by natural disasters.

Lenzing has also entered into long-term contractual relationships
with several raw material suppliers and service partners. These
agreements require Lenzing to purchase specified quantities of
raw materials at standardized terms and conditions, which may
also include price adjustment clauses. Lenzing may therefore not
be able to adjust prices, purchase volumes or other contract
conditions over the short term in order to react to changes on its
markets.

The sCore TEN strategy includes an increased focus on back-
wards integration through the expansion of the Group’s own
cellulose production.

Operating risks, environmental risks and risks
relating to climate change

The production of wood-based cellulosic fibers involves complex
chemical and physical processes which cause certain environ-
mental risks. These risks are effectively controlled through pro-
active and sustainable environmental management efforts, closed
production cycles and the continuous monitoring of emissions
based on state-of-the-art production technologies. Lenzing con-
tinuously works on increasing safety and environmental standards
through voluntary references such as the EU Ecolabel. Since the
Lenzing Group has operated production facilities at several loca-
tions for decades, risks arising from environmental damage in
earlier periods cannot be completely excluded.

Although the Lenzing Group has set very high technological and
safety standards for the construction, operation and maintenance
of its production sites, the risk of breakdowns, disruptions and
accidents cannot be completely excluded. These types of disrup-
tions can also be caused by external factors over which Lenzing
has no control. It is impossible to provide direct protection
against certain natural hazards (e.g. cyclones, earthquakes,
floods). Moreover, there is a risk that personal injury, material and
environmental damage, both within and outside the production
facilities, could result in substantial claims for damages and even
criminal liability.
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The Lenzing Group’s production activities are concentrated at a
small number of locations. Any disruption at one of these facilities
has a negative impact on the company’s business operations.

Product liability risk

The Lenzing Group markets and sells its products and services to
customers throughout the world. These business activities can
result in damage to customers or along the value chain through
the delivery of a defective product by Lenzing or one of its sub-
sidiaries. Moreover, product safety can be jeopardized by pollu-
tion, which may cause problems in the value chain, for example
potential health implications for employees or customers. Lenzing
is also subject to the prevailing local laws in the countries where
its products are delivered and is exposed to liability risk, which is
considered to be significant especially in the USA. This risk is
countered by a special department which focuses exclusively on
customers’ problems in processing Lenzing products and on
dealing with complaints. Appropriate precautions in the produc-
tion process and regular quality inspections have been imple-
mented. Third party damages caused by Lenzing are covered by a
global liability insurance program.

Financial risks

For a detailed description of financial risks refer to notes 34 to 39
of the Notes to the Consolidated Financial Statements.

Tax risk

The production sites of the Lenzing Group are subject to local tax
regulations in their respective countries and are required to pay
corporate income taxes as well as other taxes. Changes in tax
legislation or different interpretations of prevailing regulations
could lead to subsequent tax liabilities.

Compliance

Increasingly strict international codes of conduct and legal regula-
tions are creating additional demands on Lenzing for compliance
and monitoring. Insufficient controls in business processes or a
lack of adequate documentation could result in violations of
relevant statutory provisions or pose a significant risk to Lenzing’s
reputation and business success as a result of compliance viola-
tions. Lenzing addresses this risk, among other things, by setting
up a revised group-wide compliance organization, the corporate
code of conduct, an anti-bribery and corruption directive, and an
antitrust directive. Further information on compliance is provided
in the Corporate Governance Report.



Personnel risks

Personnel risks may arise through the fluctuation of employees in
key positions as well as the recruiting of new staff at all global
sites. The Lenzing Group has established a Human Resources
Department which operates internationally and coordinates per-
sonnel planning with the respective sites. It is responsible for the
central management and monitoring of all personnel-related
issues, including the organization of global management and
training programs for potential executives.

At the production facilities, employees of the Lenzing Group as
well as for workers and employees of third companies are ex-
posed to a risk of injury. Lenzing’s “Heartbeat for Health & Safety”
program accounts for this risk and includes a strategic approach
to risk reduction, precautionary measures and extensive training.
More information on this topic is provided in the section “Safety,
Health and Environment”.

Risks related to major projects

The Lenzing Group continuously carries out numerous capacity
expansion projects, which include plans for a new dissolving
wood pulp plant in Brazil and a new lyocell plant in Thailand.
These types of major projects carry an inherent risk of cost and
schedule overruns. Lenzing counters these risks with strict plan-
ning and project management as well as continuous cost con-
trols. In the reporting year, the expansion project in Mobile was
temporarily mothballed due to an increased probability of higher
trade tariffs and potential construction cost overruns due to the
buoyant US labor market. The focus regarding the expansion of
lyocell capacities has been redirected to the above-mentioned
project in Thailand.

Risks from an external perspective
and the perspective of other
stakeholders

As a globally operating company, the Lenzing Group is aware of
its social responsibility. The risks described in the risk report refer
primarily to the effect on the assets and results of the Lenzing
Group. However, as one of the sustainability leaders in the indus-
try, the Lenzing Group seeks a balance between the needs of
society, the environment and the economy. The company takes
on this responsibility, particularly with respect to potential effects
of its operations on neighbors of the production sites and vis-a-
vis society as a whole. Active stakeholder work to mitigate risks
(partnership for systemic change) and to create additional bene-
fits for people and the environment is a clear goal of the Lenzing
Group’s innovation and operating activities. They include joint
activities with NGOs such as Canopy. In cooperation with its
partners, the Lenzing Group is working on understanding the risks
for stakeholders and on finding solutions to mitigate these risks.
This work is based on open communication and transparency as
well as continuous improvement of technologies and sustainable
practices.
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Report on the Key Elements of the Internal Control System
(Section 243a Para. 2 of the Austrian Commercial Code)

The internal control system implemented by the Lenzing Group is
designed to safeguard the reliability of financial reporting, ensure
compliance with legal regulations and corporate guidelines and
present the risks not reported on the consolidated statement of
financial position or the consolidated income statement.

The Lenzing Group’s organizational structure and processes form
the main basis for the control environment and the internal con-
trol system. The organizational structure includes the assignment
of specific authority and responsibilities to the various manage-
ment and hierarchy levels at the Austrian sites and in all interna-
tional subsidiaries. Key group functions are centralized in corpo-
rate centers which reflect Lenzing’s global market presence as
well as its decentralized business and site structure. The respec-
tive management is responsible for coordinating and monitoring
business operations at the national level.

Lenzing’s process organization is characterized by a well-
developed and comprehensive set of guidelines which provide an
effective foundation for a strong control environment and control
system. Important group-wide approval processes and responsi-
bilities are defined in the Lenzing Group Mandates. The manage-
ment of each business area or department is responsible for
monitoring compliance with the respective regulations and con-
trols.

Financial Reporting

The Global Accounting & Tax Management Department has
central responsibility for financial reporting, the internal control
system related to accounting, and tax issues in the Lenzing
Group.

The goal of the control system related to accounting is to ensure
the uniform application of legal standards, generally accepted
accounting principles and the accounting regulations specified in
the Austrian Commercial Code. This system also covers the con-
solidated accounting process and thereby guarantees compliance
with the rules defined by International Financial Reporting Stand-
ards (IFRS) and internal accounting guidelines, in particular the
group accounting manual and schedules. The internal control
system related to accounting is designed to safeguard the timely,
uniform and accurate recording of all business processes and
transactions. In this way, it supports the preparation of reliable
data and reports on the financial position and financial perfor-
mance of the Lenzing Group.
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The subsidiaries included in the consolidated financial statements
prepare financial statements in accordance with both local laws
and IFRS standards at the company level in a timely manner. They
are responsible for the decentralized implementation of existing
rules and are supported and monitored in these activities by the
Global Accounting & Tax Management Department. The Audit
Committee of the Supervisory Board is integrated in the control
system related to accounting. In addition, the annual financial
statements are audited by external certified public accountants
and the half-year financial statements are reviewed on a voluntary
basis.

The Global Treasury Department, and above all the payments unit,
is classified as a highly sensitive area because of its direct access
to the Group’s assets. The accompanying increased need for
security is reflected in comprehensive regulations and instruc-
tions for all relevant processes. These clear guidelines require the
strict application of the four-eyes principle for the settlement of
transactions as well as regular reporting.

The Internal Audit Department is responsible for monitoring the
application of and compliance with controls in business opera-
tions.

Compliance with legal regulations
and internal guidelines

The Legal, Intellectual Property & Compliance Department of the
Lenzing Group is responsible for legal management. This central-
ized function handles legal matters in the Lenzing Group, in par-
ticular issues which do not involve standard business processes.

This department is also responsible for the Compliance Manage-
ment System (CMS). Together with the Management Board, it
oversees group-wide compliance with legal regulations and inter-
nal guidelines as well as the prevention of legal violations and
improper behavior. The Legal, Intellectual Property & Compliance
Department reports directly to the Chief Executive Officer of the
Lenzing Group. The CMS is responsible for the following: the
identification of compliance-relevant risks, the analysis of devia-
tions from the norm and, if necessary, the implementation of risk-
minimizing measures, the development of compliance-relevant
guidelines, worldwide employee training and regular reporting to
the Management Board and Supervisory Board or Audit Commit-
tee.



The Lenzing Group complies with the rules defined by the
Austrian Code of Corporate Governance (ACCG) and prepares a
Corporate Governance Report which is published as part of the
Annual Report. The Corporate Governance Report requires the
participation of the Supervisory Board, which delegates the re-
sponsibility for monitoring compliance with the related obligations
to the Audit Committee.

The Internal Audit Department is independent of all other organi-
zational units and business processes and reports directly to the
Chief Financial Officer. It evaluates whether the Group’s re-
sources are used legally, economically, efficiently and correctly in
the interest of sustainable development. The activities of Internal
Audit are based on the international standards published by the
Institute of Internal Auditors (IIA). Regular reporting to the Man-
agement Board and the Audit Committee ensure the proper
functioning of the internal control system.

Depiction of risks outside the
statement of financial position and
income statement

The Risk Management Department is responsible for the depic-
tion of risks which are not reported on the statement of financial
position or income statement and prepares a semi-annual risk
report for this purpose. The major risks are also discussed in the
Annual Report. The risk report is based on the international
COSQO® standards (Committee of Sponsoring Organizations of
the Treadway Commission).
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Shareholder structure and information on capital

Share capital and shareholder
structure

The share capital of Lenzing AG totaled EUR 27,574,071.43 as of
December 31, 2018 and is divided into 26,550,000 no-par-value
shares. The B&C Group is the majority shareholder with an in-
vestment in voting rights of 50 percent plus two shares. Ober-
bank holds 3.8 percent of the shares. The free float amounts to
46.2 percent and is held by Austrian and international investors.
The Lenzing Group holds no treasury shares.

Position of shareholders

Each no-par-value share grants the shareholder one vote at the
Lenzing AG Annual General Meeting. Unless provided otherwise
by mandatory provisions of the Austrian Stock Corporation Act,
the Annual General Meeting passes resolutions by a simple ma-
jority of the votes cast and — if a majority of the share capital is
required — by a simple majority of the share capital represented at
the Annual General Meeting.

Lenzing AG has no shares with special control rights. A resolution
passed by the Annual General Meeting on April 12, 2018 author-
ized the Management Board, subject to the consent of the Super-
visory Board, to purchase treasury shares of the company for a
period of 30 months starting on the day of the resolution in ac-
cordance with Section 65 Para. 1 no. 8 and Para. 1a and 1b of the
Austrian Stock Corporation Act. The treasury shares acquired by
the company may not exceed ten percent of the company’s share
capital. The equivalent to be paid for the repurchase must be
within a range of plus/minus 25 percent of the weighted average
closing price of the last 20 stock exchange days prior to the start
of the corresponding repurchasing program of the Lenzing share.

The Management Board was also authorized, subject to the con-
sent of the Supervisory Board, to withdraw repurchased treasury
shares without any further resolution by the Annual General
Meeting (including the authorization of the Supervisory Board to
adopt changes to the articles of association resulting from with-
drawing the shares), or to resell them and to determine the condi-
tions of sale. This authorization can be exercised in full, in several
parts and in pursuit of one or several objectives by the company,
by a subsidiary (Section 189a no. 7 of the Austrian Commercial
Code) or by third parties for the company’s account.

In addition, the Management Board was authorized for a period of
five years from the date of the resolution to adopt the sale of
treasury shares, subject to the consent of the Supervisory Board,
in any manner permitted by law other than through the stock
exchange or public offer, also excluding shareholders’ repurchas-
ing rights (subscription rights), and to determine the conditions of
sale.
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A resolution passed by the Annual General Meeting on April 12,
2018 authorized the Management Board, subject to the consent
of the Supervisory Board, to increase share capital by up to
EUR 13,787,034.68 through the issue of up to 13,274,999 no-par-
value bearer shares — also in tranches — in exchange for cash
and/or contributions in kind, within five years from the entry the
changes in the articles of association in the commercial register
and to determine the issue price and other issue conditions
(“authorized capital”). This authorized capital was recorded in the
commercial register on May 23, 2018.

The statutory subscription right may be granted to shareholders in
such a way that the capital increase is underwritten by a bank or a
consortium of banks with the obligation to offer it to shareholders
in accordance with their subscription right (indirect subscription
right).

The Management Board was also authorized, subject to the con-
sent of the Supervisory Board, to exclude shareholders’ subscrip-
tion rights in the event of a capital increase from the authorized
capital in whole or in part (i) if the capital increase in exchange for
contributions in kind is carried out for the purpose of acquiring
companies, parts of companies, operations, parts of operations,
participations in companies or other assets connected with an
acquisition project, (i) to satisfy an over-allotment option (green-
shoe) or (iii) to compensate for fractional amounts.

In addition, the Management Board was authorized by a resolu-
tion of the Annual General Meeting on April 12, 2018 to issue,
subject to the consent of the Supervisory Board, convertible
bonds in one or several tranches that grant or provide for the
subscription or conversion right or a subscription or conversion
obligation for up to 13,274,999 shares of the company. They can
be serviced through the conditional capital to be adopted and/or
treasury shares. The issue price and issue conditions shall be
determined by the Management Board, subject to the consent of
the Supervisory Board; the issue amount and the exchange ratio
shall be determined in accordance with recognized methods of
financial mathematics and the price of the Company’s shares in a
recognized pricing procedure. This authorization is valid until
April 12, 2023.

The statutory subscription right may be granted to shareholders in
such a way that the convertible bonds are taken over by a bank or
a consortium of banks with the obligation to offer them to the
shareholders in accordance with their subscription right (indirect
subscription right).



The Management Board was authorized, subject to the consent
of the Supervisory Board, to exclude the subscription right of
shareholders when issuing convertible bonds in whole or in part (i)
if the convertible bonds in exchange for contributions in kind are
issued for the purpose of acquiring companies, parts of compa-
nies, operations, parts of operations, participations in companies
or other assets relating to an acquisition project, or (i) for the
compensation of fractional amounts resulting from the subscrip-
tion ratio.

The Management Board was also authorized, subject to the ap-
proval of the Supervisory Board, to exclude the subscription right
for convertible bonds in whole or in part, provided that the Man-
agement Board, after due examination, comes to the conclusion
that the issue price of the convertible bonds at the time of the
final determination of the issue price is not less than the hypothet-
ical market value determined according to recognized, in particu-
lar financial-mathematical methods and that the conversion price
or subscription price (issue price) of the subscription shares is
determined by taking into account recognized methods of finan-
cial mathematics and the price of the company’s ordinary shares
in a recognized pricing procedure, and is not lower than the stock
market price of the company’s shares during the last 20 trading
days prior to the date of announcement of the issue of convertible
bonds.

The Management Board did not make use of the existing authori-
zations during the 2018 financial year.

Detailed information on the Annual General Meeting, proposals
for resolutions and the results of voting are published on the
website of Lenzing AG: https:/www.lenzing.com/en/investors/
shareholders-meeting/2018/.

The 75th Annual General Meeting will be held on April 17, 2019 in
the “Kulturzentrum Lenzing”, 4860 Lenzing.

Other disclosures in accordance with
Section 243a of the Austrian
Commercial Code

There are no provisions other than those stipulated by law which
cover the appointment or dismissal of members of the Manage-
ment Board or Supervisory Board. The company has not entered
into any significant agreements that would take effect, change or
expire in the event of a change in control as the result of a take-
over bid. There are no compensation agreements between the
company and the members of the Management Board and
Supervisory Board or with employees that would take effect in the
event of a public takeover offer.
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Outlook

The International Monetary Fund expects a slowdown of global
economic growth to 3.5 percent in 2019, mainly driven by in-
creasing protectionist tendencies and growing geopolitical ten-
sions. The currency environment in the regions relevant to Len-
zing will remain volatile.

Demand on the global fiber markets is still positive. According to
preliminary calculations, cotton inventory levels should decline
slightly again in 2019. Over the past months, the polyester market
recovered from slower growth at the beginning of the reporting
year. The price levels for cotton and polyester are expected to
remain stable.

Capacity expansions for standard viscose should remain at a
similar level as in the 2018 financial year. Despite strong demand,
this will result in growing oversupply, which will cause even higher
pressure on prices. The Lenzing Group expects the positive
development of its specialty fiber business to continue.

Caustic soda prices in Asia have already declined significantly
over the past months; however, there are no signs of such a de-
velopment in Europe yet. Overall, Lenzing does not expect any
significant changes for key raw materials that would be relevant to
earnings.

Based on the current exchange rates, the Lenzing Group expects
its results for 2019 to reach a similar level as in 2018 despite a
much tighter market environment for standard viscose.

These developments reassure the Lenzing Group in its chosen
corporate strategy sCore TEN. Lenzing is very well positioned in
this market environment and will continue its consistent focus on
growth with specialty fibers.

Lenzing, March 5, 2019
Lenzing Aktiengesellschaft

The Management Board

Stefan Doboczky Robert van de Kerkhof
Chief Executive Officer Chief Commercial Officer
Chairman of the Member of the
Management Board Management Board
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Thomas Obendrauf
Chief Financial Officer
Member of the
Management Board

Heiko Arnold

Chief Technology Officer
Member of the
Management Board
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Appendix: Notes on the Financial Performance Indicators of

the Lenzing Group
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The key financial indicators for the Lenzing Group are described
in detail in the following section These indicators are derived
primarily from the IFRS consolidated financial statements of the
Lenzing Group and are found in this annual report, above all, in
the sections “Selected Indicators of the Lenzing Group” and
“Five-Year Overview of the Lenzing Group”. The definitions of the
indicators are summarized in the glossary to the annual report.
The Management Board believes these financial indicators pro-
vide useful information on the financial position of the Lenzing
Group because they are used internally and are also considered
important by external stakeholders (in particular investors, banks
and analysts).

EBITDA, EBITDA margin, EBIT and
EBIT margin

EBITDA and EBIT are viewed by the Lenzing Group as the
benchmarks for the strength of operating earnings and profitabil-
ity (performance) before and after depreciation and amortization.
Due to their significance — also for external stakeholders — these
indicators are presented on the consolidated income statement
and, in order to provide a comparison of margins, in relation to
group revenue (as the EBITDA margin and EBIT margin).

EUR mn 2018 2017 2016 2015 2014

Earnings before interest, tax,
depreciation and amortization 382.0 502.5 428.3 290.1 240.3
(EBITDA)

/ Revenue 2,176.0 2,259.4[ 2,134.1 1,976.8 1,864.2
EBITDA margin 17.6% 22.2% 20.1% 14.7% 12.9%
EURmn 2018 2017 2016 2015 2014

Earnings before interest and 037.6 371.0 206.3 151 .1 219

tax (EBIT)
/ Revenue 2,176.0 2,259.4 2,134.1 1,976.8| 1,864.2
EBIT margin 10.9% 16.4% 13.9% 7.6% 1.2%

EBT measures the pre-tax earnings strength of the Lenzing Group
and is shown on the consolidated income statement.

Gross cash flow

In the Lenzing Group, gross cash flow serves as the benchmark
for the company's ability to convert gains/losses from operating
activities (before changes in working capital) into cash and cash
equivalents. This indicator is presented in the consolidated state-
ment of cash flows.



Free cash flow

The free cash flow generated by the Lenzing Group shows the
cash flow generated by operating activities — after the deduction
of investments — which is available to service the providers of
debt and equity. This indicator is also important for external
stakeholders.

EUR mn

Cash flow from operating activities

Cash flow from investing
activities

Net inflow from the sale and
- disposal of subsidiaries and
other business areas

Acquisition of financial assets
+ and investments accounted
for using the equity method

Proceeds from the
- sale/repayment of financial
assets

Free cash flow

CAPEX

CAPEX shows the expenditures for intangible assets and property,
plant and equipment. It is presented in the consolidated statement
of cash flows.

Liquid assets
Liquid assets show the Lenzing Group's ability to meet due pay-
ment obligations immediately with available funds. This indicator
is also used to calculate other financial ratios (e.g. net financial
debt; see below).

EUR mn as at 31.12.

Cash and cash equivalents

Liquid bills of exchange
(in trade receivables)

Liquid assets

Trading working capital and trading working
capital to annualized group revenue

Trading working capital in the Lenzing Group is a measure for
potential liquidity and capital efficiency. It is used to compare
capital turnover by relating it to group revenue.

EUR mn as at 31.12.

Inventories

+ Trade receivables

- Trade payables

Trading working capital

EUR mn

Latest reported quarterly
group revenue
(= 4th quarter respectively)

x 4 (= annualized group
revenue)

Trading working capital to
annualized group r

Adjusted equity and adjusted equity ratio
Adjusted equity shows the Lenzing Group's independence from
the providers of debt and its ability to raise new capital (financial
strength). This figure includes equity as defined by IFRS as well as
government grants less the proportional share of deferred taxes.
Adjusted equity is used to compare equity and debt with total
assets. This (and/or a similar indicator) is occasionally used as a
financial covenant by lenders.

EUR mn as at 31.12.

Equity

Non-current
government grants

+

Current
government grants

Proportional share of
- deferred taxes on
government grants

Adjusted equity

/ Total assets

Adjusted equity ratio

1) Error correction in accordance with IAS 8 (see note 2 in the annual report 2017).
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Net financial debt, net financial debt/EBITDA,
net gearing and net debt

Net financial debt is used by the Lenzing Group as the benchmark
for its financial indebtedness and capital structure. It is also an
important indicator for external stakeholders. The relation of this
indicator to EBITDA shows the number of periods in which the
same level of EBITDA must be generated to cover net financial
debt. The ratio of net financial debt to adjusted equity (net gear-
ing) illustrates the relation of net debt to adjusted equity. This
(and/or a similar indicator) is occasionally used as a financial
covenant by lenders. Net debt in the Lenzing Group measures the
level of financial debt, including the provisions for severance
payments and pensions.

EUR mn as at 31.12. 2017 2015
Current financial liabilities 127.3 172.3
N -
lon-eurrent 255.3 510.9
financial liabilities
- Liquid assets (315.8) (355.3)
Net financial debt 66.8 327.9
Earnings before interest,
/  tax, depreciation and 502.5 290.1
amortization (EBITDA)
Net financial debt / EBITDA 0.1 1.1
EUR mn as at 31.12. 2017 2015’
Net financial debt 66.8 327.9
/ Adjusted equity 1,527.7 1,218.6

Net gearing 4.4% 26.9%

1) Error correction in accordance with IAS 8 (see note 2 in the annual report 2017).

EUR mn as at 31.12.

Net financial debt

Provisions for severance
payments and pensions

Net debt
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Return on capital (ROE, ROl and ROCE)

Return on capital employed (ROCE) is the Lenzing Group's
benchmark for the yield (return) on the capital employed in the
operating business. It is also an important indicator for external
stakeholders. Return on capital (ROE) and return on investment
(ROI) are profitability indicators which measure the earnings
strength of the Lenzing Group.

EUR mn

Earnings before interest and
tax (EBIT)

Proportional share of
- current income tax
expense (on EBIT)

Earnings before interest and
tax (EBIT) less proportional
share of current income tax
expense (NOPAT)

Average capital
employed

ROCE (return on capital
employed)

Proportional share of current
income tax expense (on EBIT)

Proportional share of other
current tax expense

Current income tax expense

1) Error correction in accordance with IAS 8 (see note 2 in the annual report 2017).



EUR mn as at 31.12. EURmn

Total assets Earnings before tax (EBT)

- Trade payables /  Average adjusted equity

Non-current puttable ROE (return on equity)

non-controlling interests

Other non-current
liabilities

- Other current liabilities

o EUR mn as at 31.12.
- Current tax liabilities

Total ts 31/12
- Deferred tax liabilities otal assets

X Total assets 01/01
Proportional share of

- deferred taxes on
government grants

Average total assets

- Current provisions

- Non-current provisions

Provisions for severance
payments and pensions

EURmn

Earnings before interest and tax

Cash and cash (EBIT)

equivalents

/  Average total assets

Investments accounted
- for using the equity
method

ROI (return on investment)

- Financial assets 1) Error correction in accordance with IAS 8 (see note 2 in the annual report 2017).

As at 31/12

As at 01/01

Average capital employed

EUR mn as at 31.12.

Adjusted equity 31/12
Adjusted equity 01/01

Average adjusted equity

1) Error correction in accordance with IAS 8 (see note 2 in the annual report 2017).
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Corporate Governance Report 2018

The Austrian Code of Corporate Governance (ACCG) provides
stock companies in Austria with a framework for corporate man-
agement and control. This framework includes internationally rec-
ognized standards for good corporate governance as well as rele-
vant regulations of Austrian stock corporation law.

The goal of the code is to ensure the responsible management and
control of companies and corporate groups based on the sustain-
able and long-term creation of value. It is intended to create a high
degree of transparency for all of the company’s stakeholders.

Declaration of Commitment

Lenzing AG respects the ACCG and, for the first time in 2010, com-
mitted itself to compliance with the documented provisions. The
Supervisory Board also unanimously resolved to fully adhere to the
ACCG. The current version of the code (January 2018) is available
on the Internet under www.corporate-governance.at. In accordance
with L-Rule 60 of the ACCG, Lenzing AG is required to prepare and
publish a Corporate Governance Report. The Corporate Governance
Report of Lenzing AG also represents the consolidated Corporate
Governance Report for the Lenzing Group.

This Corporate Governance Report is published on the web-
site of Lenzing AG in accordance with C-Rule 61 of the ACCG
(https:/www.lenzing.com/en/investors/corporate-governance/
evaluations-reports/).

The Corporate Bodies
of Lenzing AG

The division of responsibilities among the members of Lenzing’s
Management Board during the 2018 financial year was as fol-
lows:

Management Board

Stefan Doboczky (born 1967)

Chairman of the Management Board, Chief Executive Officer
First appointed: June 1, 2015

Current term of office ends: December 31, 2022

Responsibilities: Region Europe and Americas, Region AMEA, Re-
gion North Asia, Global Pulp & Wood, Global HR, Global R&D, Cor-
porate Strategy & M&A, Legal IP & Compliance, Corporate Commu-
nications & Investor Relations, Pulp Expansion

Supervisory Board functions in other companies: none

Management and monitoring functions in major subsidiaries:
none
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Robert van de Kerkhof (born 1964)

Member of the Management Board, Chief Commercial Officer
First appointed: May 1, 2014

Current term of office ends: December 31, 2019

(extended to December 31, 2023 as of January 3, 2019)

Responsibilities: Global Business Management Textiles, Nonwo-
vens and New Business Areas, Corporate Sustainability, Global
Brand Management, Global Supply Chain, Commercial Innovation

Supervisory Board functions in other companies: none

Management and monitoring functions in major subsidiaries:
none

Thomas Obendrauf (born 1970)

Member of the Management Board, Chief Financial Officer
First appointed: March 1, 2016

Current term of office ends: February 28, 2019

(extended to June 30, 2022 as of January 3, 2019)

Responsibilities: Global Accounting & Tax Management, Global
Controlling, Global Treasury, Finance AMEA, Finance North Asia,
Finance Europe and Americas, Finance Pulp & Wood, Global Pur-
chasing, Global Process & Information Technology, Internal Audit
& Risk Management

Supervisory Board functions in other companies: none

Management and monitoring functions in major subsidiaries:
Lenzing (Nanjing) Fibers Co., Ltd., Biocel Paskov a.s.

Heiko Arnold (born 1966)

Member of the Management Board, Chief Technology Officer
First appointed: May 1, 2017

Current term of office ends: April 30, 2020

Responsibilities: Technology, Global Engineering, Global SHE,
Global Quality Management & Technical Customer Service, Enter-
prise Excellence, Special Projects, Lenzing Technik

Supervisory Board functions in other companies: none

Management and monitoring functions in major subsidiaries:
PT. South Pacific Viscose, Lenzing (Nanjing) Fibers Co., Ltd.

The Management Board directs the business operations of Lenzing
AG in accordance with the applicable legal regulations, the Articles
of Association and the internal rules of procedure for the Manage-
ment Board. The distribution of responsibilities among the individual
members of the Management Board is based on the organizational
plan specified in the internal rules of procedure, which also regu-
lates the cooperation between the Management Board members.
Furthermore, the Management Board is required to comply in full
with the rules stated in the Austrian Code of Corporate Governance.



Supervisory Board
Composition

Hanno M. Bistlein (born 1963)

First appointed: April 28, 2014

Since April 22, 2015: Chairman

Current term of office ends at the Annual General Meeting which
will pass resolutions on the 2021 financial year.

Supervisory Board functions in other companies: AMAG Austria
Metall AG, VA Intertrading Aktiengesellschaft (Chairman), B&C In-
dustrieholding GmbH, B&C LAG Holding GmbH

Christoph Kollatz (born 1960)

First appointed: April 12, 2018

Since April 12, 2018: Deputy Chairman

Current term of office ends at the Annual General Meeting which
will pass resolutions on the 2020 financial year.

Supervisory Board functions in other companies: Semperit AG
Holding (Chairman)

Veit Sorger (born 1942)

First appointed: June 4, 2004

Since March 29, 2011: Deputy Chairman

Current term of office ends at the Annual General Meeting which
will pass resolutions on the 2020 financial year.

Supervisory Board functions in other companies: Mondi
AG (Chairman), Constantia Industries AG (Deputy Chairman),
Binder+Co AG, GrECo International Holding AG

Helmut Bernkopf (born 1967)

First appointed: April 23, 2009

Current term of office ends at the Annual General Meeting which
will pass resolutions on the 2018 financial year.

Supervisory Board functions in other companies: Oesterre-
ichische Entwicklungsbank AG (Chairman), OeKB CSD GmbH
(Deputy Chairman), “Osterreichischer Exportfonds” GmbH (Chair-
man) until July 27, 2018, Acredia Versicherung AG, OeKB EH
Beteiligungs- und Management AG

Peter Edelmann (born 1959)"

First appointed: April 12, 2018

Current term of office ends at the Annual General Meeting which
will pass resolutions on the 2020 financial year.

Supervisory Board functions in other companies: Orcan Energy
AG, B&C Industrieholding GmbH, B&C LAG Holding GmbH

Felix Fremerey (born 1961)

First appointed: April 12, 2018

Current term of office ends at the Annual General Meeting which
will pass resolutions on the 2018 financial year.

Supervisory Board functions in other companies: Semperit AG
Holding (dormant Supervisory Board mandate)

Franz Gasselsberger (born 1959)

First appointed: April 24, 2013

Current term of office ends at the Annual General Meeting which
will pass resolutions on the 2019 financial year.

Supervisory Board functions in other companies: Bank fur Tirol
und Vorarlberg Aktiengesellschaft (Chairman), BKS Bank AG, voes-
talpine AG, AMAG Austria Metall AG

Patrick Priigger (born 1975)

First appointed: March 29, 2011

Current term of office ends at the Annual General Meeting which
will pass resolutions on the 2019 financial year.

Supervisory Board functions in other companies: Semperit AG
Holding until April 25, 2018, AMAG Austria Metall AG

Astrid Skala-Kuhmann (born 1953)

First appointed: April 19, 2012

Current term of office ends at the Annual General Meeting which
will pass resolutions on the 2021 financial year.

Supervisory Board functions in other companies: Semperit AG
Holding, B&C Industrieholding GmbH, B&C LAG Holding GmbH

Felix Strohbichler (born 1974)

First appointed: April 22, 2015Since April 22, 2015: Deputy Chairman
Felix Strohbichler resigned from the Supervisory Board on April 12,
2018.

Supervisory Board functions in other companies: Semperit AG
Holding until April 25, 2018

Josef Krenner (born 1952)

First appointed: April 23, 2009

Josef Krenner resigned from the Supervisory Board on April 12,
2018.

Supervisory Board functions in other companies: B&C Industrie-
holding GmbH, AMAG Austria Metall AG (Chairman)

1) Peter Edelmann did not personally participate in more than half of the Supervisory Board meetings during the reporting year. However, he was informed about the business
development and important transactions and measures prior to these meetings. He exercised his voting right by granting proxy votes.
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Supervisory Board members designated by the
Works Council:

Helmut Kirchmair (born 1968)
First appointed in 2015

Georg Liftinger (born 1961)
First appointed in 2008

Daniela Fédinger (born 1964)
First appointed in 2014

Johann Schernberger (born 1964)
First appointed in 2001

Herbert Brauneis (born 1987)
First appointed in 2018

Independence (C-Rules 53 and 54 ACCG)
The Supervisory Board has adopted the guidelines for the indepen-
dence of its members pursuant to Appendix 1 of the ACCG.

All members of the Supervisory Board have declared themselves
to be independent of the company and the Management Board.

In accordance with C-Rule 54 of the ACCG, the Supervisory Board
members Veit Sorger, Helmut Bernkopf and Franz Gasselsberger
declared that they were neither shareholders with a stake of more
than 10 percent in the company nor did they represent the interests
of such shareholders during the 2018 financial year.

Working procedures of the Supervisory Board

In order to fulfill its responsibility to monitor the work of the Man-
agement Board, the Supervisory Board of Lenzing AG holds meet-
ings at least once each quarter. Five Supervisory Board meetings
were held during the reporting year (C-Rule 36). The Supervisory
Board was informed by the Management Board about the business
development as well as major transactions and measures. The Su-
pervisory Board supervised the work of the Management Board
and provided advice regarding crucial strategic decisions. Central
topics of the meetings included the business development, the
strategic development of the Group, ongoing and planned expan-
sion projects, focal points of research and development, personnel
measures, financing measures as well as the discussion and ap-
proval of the budget for the 2019 financial year.

The Supervisory Board of Lenzing AG had five committees in
2018 (C-Rules 34 and 39 of the ACCG):

Audit Committee

The Audit Committee carries out the responsibilities defined by
Section 92 Para. 4a of the Austrian Stock Corporation Act. Ac-
cordingly, it is responsible, above all, for monitoring the accounting
process and making recommendations or suggestions to ensure its
reliability. This committee also oversees the effectiveness of the in-
ternal control system, internal audit and risk management. It super-
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vises the audit of the annual and consolidated financial statements,
examines and monitors the independence of the auditor and ap-
proves and controls non-audit services. The Audit Committee also
examines the annual financial statements and prepares their ap-
proval by the full Supervisory Board, evaluates the Management
Board’s proposal for the distribution of profits, the Management
Report and the Corporate Governance Report. The Chairman of
the Audit Committee defines the reciprocal communication be-
tween the auditor and the Audit Committee (C-Rule 81a of the
ACCG). The committee is required to report to the Supervisory
Board on its activities. The Audit Committee met three times in
2018. As in the previous years, the meetings focused, in particular,
on compliance, the implementation of the internal audit schedule
and the Risk Report.

Members: Patrick Priigger (Chairman, financial expert), Hanno M.
Bastlein, Felix Strohbichler (resigned on April 12, 2018), Franz Gas-
selsberger (since April 12, 2018), Christoph Kollatz (since April 12,
2018), Johann Schernberger, Georg Liftinger

Nomination Committee

The Supervisory Board has established a Nomination Committee.
It makes recommendations to the Supervisory Board for appoint-
ments to fill vacant positions on the Management Board and deals
with issues related to succession planning. The committee’s activ-
ities in 2018 concentrated on succession planning and personnel
development as well as the reappointment of Thomas Obendrauf
and Robert van de Kerkhof. Recommendations were also made to
the Annual General Meeting for appointments to the Supervisory
Board. The Nomination Committee met three times in 2018.

Members: Hanno M. Bastlein (Chairman), Veit Sorger, Patrick
Prigger (until April 12, 2018), Astrid Skala-Kuhmann, Peter Edel-
mann (since April 12, 2018), Johann Schernberger, Georg Liftinger

Remuneration Committee

The Supervisory Board has established a Remuneration Com-
mittee. It deals with the terms and conditions of the employment
contracts with the members of the Management Board, ensures
compliance with C-Rules 27, 27a and 28 of the ACCG and reviews
the remuneration policy for the Management Board members at
regular intervals. The three meetings held by the Remuneration
Committee in 2018 focused, in particular, on evaluating the per-
formance of the Management Board and the targets for 2018 as
well as general remuneration issues relating to the Management
Board. The committee also negotiated, approved and finalized the
employment contracts with Thomas Obendrauf and Robert van de
Kerkhof on behalf of Lenzing AG.

Members: Hanno M. Bastlein (Chairman), Veit Sorger, Patrick
Prigger (until April 12, 2018), Peter Edelmann (since April 12, 2018)

Strategy Committee

The Supervisory Board has established a Strategy Committee. It is
responsible for reviewing the strategic positioning of the company
and monitoring the implementation of the corporate strategy. In



2018 the Management Board discussed strategic options for the
expansion of cellulose and fiber production capacity, issues related
to Lenzing’s market positioning and the further development of the
sCore TEN strategy with the Strategy Committee. Two meetings
were held in 2018.

Members: Hanno M. Bastlein (Chairman), Astrid Skala-Kuhmann,
Veit Sorger, Patrick Priigger, Peter Edelmann (since April 12, 2018),
Christoph Kollatz (since April 12, 2018) Johann Schernberger,
Georg Liftinger

Committee for Urgent Matters

The Supervisory Board has formed a committee to deal with ur-
gent matters. It is authorized to make decisions in particularly ur-
gent cases on transactions which require the approval of the Su-
pervisory Board. This committee did not meet in 2018.

Members: Hanno M. Bastlein (Chairman), Patrick Priigger (un-
til April 12, 2018), Christoph Kollatz (since April 12, 2018), Johann
Schernberger

Cooperation between the Management Board
and Supervisory Board

The Management Board reports to the Supervisory Board on fun-
damental issues relating to future business policies and the out-
look for the financial position and financial performance of Lenzing
AG and the group companies. In addition, the Management Board
provides the Supervisory Board with regular information on the de-
velopment of business and the position of the company and the
Group in comparison to forecasts, taking future developments into
account. In a separate strategy meeting, the Management Board
and Supervisory Board also discuss the long-term growth objec-
tives of the Lenzing Group.

Self-evaluation by the Supervisory Board

In the 2018 financial year, the Supervisory Board carried out a
self-evaluation as required by C-Rule 36 of the ACCG in the form
of a questionnaire, which focused on the control function of the
Supervisory Board over the Management Board and compliance
with the obligations of the Management Board to provide infor-
mation to the Supervisory Board. The result of the self-evaluation
shows that the activities of the Supervisory Board of Lenzing AG
are rated as good overall. The Supervisory Board has acted on in-
dividual suggestions from the self-evaluation process. As a result,
measures designed to ensure efficiency improvements in the ac-
tivities of the Supervisory Board have been derived.

Principles of the Remuneration
System for the Management Board
and Supervisory Board (C-Rule 30 of
the ACCG)

The remuneration system in the Management Board contracts was
revised and harmonized in the past year. Variable salary compo-

nents (current and long-term bonus components) are replaced by
the revised remuneration model with effect from January 1, 2019.

The aim of the revision was to define ambitious and relevant goals
for the Management Board in the interest of our stakeholders. The
new remuneration model complies with all legal requirements of
the Austrian Stock Corporation Act (AktG) and with the recom-
mendations of the ACCG.

Total remuneration still consists of a fixed current component, a
variable current (performance-based) component (short-term in-
centive, STI) and a variable long-term (performance-based) com-
ponent (long-term incentive, LTI).

® Short-term Incentive (STI)
With effect from January 1, 2019, the STl is based on the com-
pany’s performance in the respective preceding financial year
and takes into account the financial benchmarks Group EBITDA
and Group ROCE. In addition, the Remuneration Committee
assesses non-financial criteria each year. These criteria may
influence the amount of the bonus, which is determined on the
basis of the financial benchmarks, and increase or decrease it
by 20 percent. In order to be entitled to a bonus, a threshold
value must be achieved for at least one of the two financial
benchmarks. The bonus is paid in cash after the end of the
respective financial year. The STI can amount to a maximum of
150 percent of the STl target value. The STl target value is an
absolute amount. For the 2018 financial year the variable short-
term component for the entire Management Board was based
on the previously valid ROCE criteria and individual qualitative
targets.

Long-term Incentive (LTI)

The LTI is granted on a rolling basis as of January 1, 2019, i.e.,
in annual tranches over three-year assessment periods. For
this purpose, consolidated net profit for the year and ROCE
are measured during the term of a tranche. In addition, the
company’s capital market performance is assessed in compar-
ison with a group of selected listed companies. To this end, the
total shareholder return — i.e., the share performance includ-
ing dividend payments — is determined and compared with
the peer group. The prerequisite for bonus entitlement is the
achievement of a threshold value for at least one of the three
benchmarks. The LTl is paid out in cash after the end of the
three-year assessment period and can amount to a maximum
of 200 percent of the (absolute) LTI target value. The LTI target
value is an absolute amount. If a Management Board member
resigns from his Management Board mandate before his term
expires or if the Management Board Member is dismissed for
material cause pursuant to Section 75 of the Austrian Stock
Corporation Act, all entitlements to current LTI tranches of the
current contractual period will lapse. As a result, the LTI also has
a retention effect.

Until December 31, 2018 the benchmark for the LTI was an in-
crease in the value of the Lenzing Group (also including EBITDA
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and net debt), calculated based on an agreed formula, over a
period of several years. For Thomas Obendrauf and Robert van
de Kerkhof, whose Management Board contracts were extend-
ed as of January 1, 2019, some of the LTI provisions of their old
contract continue to apply in parallel in 2019. Stefan Doboczky
will receive one more payment from the old contract (period
from June 1, 2015 to May 31, 2018) unless he resigns from his
mandate early without material cause.

® The maximum bonus of 158 percent for Stefan Doboczky, 151
percent for Robert van de Kerkhof, 277 percent for Thomas
Obendrauf and 68 percent for Heiko Arnold is based on the
maximum current variable remuneration component plus the
proportional share of the maximum long-term bonus in relation
to the current fixed component. There is no stock option pro-
gram or other program for the transfer of shares at a favorable
price.

® The Management Board is also entitled to contributions by
the company to a pension fund, which amounted to EUR 152
thousand in 2018 (2017: EUR 132 thousand). Of this total, EUR 78
thousand are attributable to Stefan Doboczky, EUR 32 thousand
to Robert van de Kerkhof, EUR 21 thousand to Thomas Oben-
drauf and EUR 21thousand to Heiko Arnold.

® Company pension benefits as well as severance payments and
entitlements to benefits on the termination of a board member’s
employment contract are based on the Federal Act on Corpo-
rate Staff and Self-Employment Provision.

® The provisions of C-Rule 27a of the ACCG are adequately taken
into consideration in the event a Management Board contract is
terminated prematurely.

® The company has concluded directors and officers liability
insurance (D&O insurance), accident insurance and legal pro-
tection insurance for the members of the Management Board.

The following amounts totaling EUR 3,333 thousand in 2018 (2017:
EUR 5,131 thousand) represent short-term benefits and do not
include any payments related to the termination of employment
contracts.

Current remuneration for the active members of the Manage-
ment Board of Lenzing AG (expensed):

The expenses recognized for entitlements arising from long-term
bonus models (other non-current employee benefits and share-
based payments) rose by EUR 1,940 thousand in 2018 (2017: EUR
2,244 thousand). Post-employment benefits of EUR 236 thousand
(2017: EUR 216 thousand) were also granted to the active members
of the Management Board for company pensions and termina-
tion payments. The remuneration paid for former members of the
Management Board of Lenzing AG or their surviving dependents
amounted to EUR 1,033 thousand in 2018 (2017: EUR 1,004 thou-
sand).

The principles underlying the remuneration of the Supervisory
Board are defined in the Articles of Association of Lenzing AG
(Section 13), which are published on the company’s website. In ac-
cordance with the Articles of Association, the members of the Su-
pervisory Board are granted annual remuneration consistent with
their responsibilities and the position of the company.

The remuneration of the Supervisory Board members for the
2017 financial year, which was approved by the Annual General
Meeting of Lenzing AG on April 12, 2018, is as follows:

a. EUR 90,000 for the Chairman of the Supervisory Board

b. EUR 50,000 for the Deputy Chairman of the Supervisory Board
c. EUR 40,000 for each other Member of the Supervisory Board
d. EUR 50,000 for the Chairman auf the Audit Committee and the

Strategy Committee as well as for the financial expert unless
he/she is Chairman of the Audit Committee

Current remuneration for the active members of the Management Board of Lenzing AG (expensed): EUR ‘000
Stefan Robert van de Thomas
Doboczky Kerkhof Obendrauf Heiko Arnold” Total

2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
Fixed current remuneration 778 643 437 437 397 397 398 328 2,010 1,805
Variable current 588 1,732 213 654 250 760 272 181 1,323 3,326
remuneration
Total 1,366 2,374 650 1,091 647 1,157 670 509 3,333 5,131

* Member of the Management Board since May 1, 2017
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e. EUR 25,000 for the Chairman of the Nomination Committee
and the Remuneration Committee

f. EUR 20,000 for each member of the Audit Committee and the
Strategy Committee

g. 10,000 for each member of the Nomination Committee and
the Remuneration Committee

Each Supervisory Board member also receives an attendance fee
of EUR 1,500 for each Supervisory Board meeting. The members of
the Supervisory Board committees each receive an attendance fee
of EUR 1,000 for each committee meeting, unless these meetings
are held on the same day as a Supervisory Board meeting.

The members of the Supervisory Board received the following
remuneration for 2017 (in total EUR 798,500), which was paid
out in 2018:

Hanno M. Bistlein EUR 223,500
Veit Sorger EUR 103,500
Felix Strohbichler (resigned as of April 12, 2018) EUR 121,500
Helmut Bernkopf EUR 47,500
Josef Krenner EUR 46,000
Franz Gasselsberger EUR 44,500
Patrick Priigger EUR 130,000
Astrid Skala-Kuhmann EUR 82,000

The remuneration policy for the Group’s global top management,
the managing directors of subsidiaries and the region managers
consists of a fixed and a variable component. The fixed remuner-
ation represents an attractive income in line with the market. The
variable remuneration is based, on the one hand, on the attainment
of established financial targets for the Group and, on the other
hand, on the fulfilment of individually defined personal goals.

Advancement of women in the
Management Board, Supervisory
Board and key management
positions (L-Rule 60 of the ACCG)

Lenzing AG follows a strict equal opportunity policy and actively
promotes the career development of women in managerial posi-
tions in all areas of the business.

The percentage of women in qualified positions in the Lenzing
Group has increased steadily in recent years. Astrid Skala-Kuh-

mann and Daniela Fodinger are members of the Supervisory Board.
In 2018, Andrea Borgards was appointed to the company’s Execu-
tive Committee as Senior Vice President Pulp and Wood. In addi-
tion, the company actively supports the compatibility of career and
family life with flexible working time, work-at-home models and
parental leave for both parents.

Compliance

A company’s reputation and economic success can be significant-
ly jeopardized by compliance violations. As a fiber producer, the
Lenzing Group has very high standards in sustainability manage-
ment and consequently strives to achieve a balance of the needs
of society, the environment and shareholders.

Against this background, the management has adopted a Compli-
ance Management System for the entire Lenzing Group, which is
designed to ensure and demonstrate compliance with legal regu-
lations and internal guidelines on a long-term basis.

The objective of the establishment and continuous development
of the Compliance Management System is to prevent and reveal
compliance violations against the company’s interests, avoid li-
ability risks and reputation damage, provide training, advice and
protection for the management, executives and employees, and
to increase efficiency through the coordination of existing compli-
ance activities.

Policies, directives and guidelines

Policies are declarations of intent of Lenzing AG and its consoli-
dated subsidiaries which define standards of conduct for all em-
ployees. They include the Global Code of Business Conduct as
a guiding principle, the Supplier Code of Conduct, the Policy on
Human Rights and Labor Standards, the Policy for Safety, Health
and Environment, the Sustainability Policy, the Quality Policy and
the Wood and Pulp Policy.

Directives define rules of conduct that are binding for all employ-
ees. Important directives include the Antitrust Directive, the An-
ti-Bribery and Corruption Directive, the Whistleblower Directive,
the IP Protection Directive and the Issuer Compliance Directive.

Guidelines primarily contain descriptions of processes and instruc-
tions regarding work processes such as the safe handling of chem-
icals.

Global Code of Business Conduct

In 2018, more than 200 employees participated in training for an
enhanced understanding of the Global Code of Business Conduct.
All team members are encouraged to promptly report violations or
suspected violations of this code.
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Important directives and special-purpose codes
Anti-Bribery and Corruption Directive

The Anti-Bribery and Corruption Directive (ABC Directive) was re-
vised in 2018. The roll-out of the revised directive is scheduled for
the first quarter of 2019.

Antitrust Directive

The Antitrust Directive provides a detailed overview of the most
important antitrust-related circumstances in order to help all em-
ployees of the Lenzing Group to identify, prevent and report po-
tential infringements of competition law. This directive is currently
being revised.

Know-how Protection Directive

In order to meet the increasing challenges of the market environ-
ment and changing legal framework conditions such as the EU
Know-how Protection Directive, the Know-how Protection Di-
rective has been revised comprehensively and extended in many
areas. The completion of the revised directive and its introduction
throughout the group are planned for the first quarter of 2019.

Global Supplier Code of Conduct

The Global Supplier Code of Conduct outlines Lenzing’s expec-
tations for supplier conduct with respect to safety and health at
work, labor and human rights, environmental protection, ethics and
management practices.

Issuer Compliance Directive
The internal directive regarding issuer compliance was revised and
approved by the Management Board in October 2018.

General Data Protection Regulation
Lenzing AG prepared intensively for the introduction of the Gener-
al Data Protection Regulation.

An inter-company project team led by the responsible Data Pro-
tection Officer handles all tasks related to this topic. All employees
who have IT access receive training via e-learning. More than 500
managers have already undergone personal, practice-oriented
training. In addition, a new staff position for information security
has been created, which focuses on the increasing security and
data protection issues in the company.

Whistleblowing system

This system can be used to report abuse and concerns regarding
unethical or unlawful behavior as well as behavior conflicting with
corporate integrity. The Audit Committee is informed about the
incidents reported twice per year. In 2018, 21 reports were filed via
the whistleblowing system. All reports were processed in a target-
ed manner.

Compliance training

The Global Code of Business Conduct, which was revised in the
2017 financial year, applies to all team members of the Lenzing
Group. In 2016, an international training program was developed in
orderto ensure that all employees of the Lenzing Group are familiar
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with the content of the code, understand it and consciously live
by it in everyday work life. This program has been implemented
since 2017.

In 2018, on-site training courses were held regarding the Global
Code of Business Conduct, anticorruption and issuer compliance.
More than 400 participants attended these courses. The Manage-
ment Board and the members of the Extended Executive Commit-
tee received training at workshops on compliance management,
anticorruption and antitrust topics. In addition, the members of the
Management Board received training on a variety of compliance
and liability topics.

Enforcement

The Compliance Officer reports to the Audit Committee of the Su-
pervisory Board twice a year. A separate compliance report is pub-
lished in the Annual Report in the section Corporate Governance.

With a view to possible corruption offences or violations of cartel
law, no official measures were taken against the Lenzing Group in
2018 and no legal claims were asserted.

Directors’ Dealings

The purchase and sale of shares by members of the Management
Board and Supervisory Board are disclosed in accordance with
the applicable legal regulations (Article 19 of the European Market
Abuse Directive, Regulation (EU) No. 596/2014). Information on
these purchases and sales is provided on the company’s website.



Risk management and Internal Audit

The effectiveness of Lenzing’s risk management system was eval-
uated by the auditor, KPMG Austria GmbH, in accordance with
Rule 83 of the ACCG and resulted in an unqualified opinion. The
Management Board was informed of the audit results. In addition,
the Head of Risk Management reports regularly on current risks at
the Audit Committee meetings.

The Internal Audit Department reports directly to the Management
Board. The annual audit schedule is finalized in close cooperation
with the Management Board and the Audit Committee. The Head
of Internal Audit also makes regular reports to the Audit Commit-
tee on key audit findings.

External evaluation

In accordance with C-Rule 62 of the ACCG, Lenzing must ar-
range for an external institution to evaluate its compliance with the
C-Rules of the code on a regular basis, but at least every three
years. Lenzing commissioned PwC Oberosterreich Wirtschafts-
prufung und Steuerberatung GmbH to evaluate its Corporate
Governance Report for 2018. This evaluation concluded that the
statement of compliance with the Austrian Code of Corporate

Lenzing Aktiengesellschaft
Lenzing, March 5, 2019

The Management Board

Robert van de Kerkhof
Chief Commercial Officer
Member of the
Management Board

Stefan Doboczky
Chief Executive Officer
Chairman of the
Management Board

Management Board

Governance (January 2018 version) issued by Lenzing Aktienge-
sellschaft gives a true and fair representation of the actual situa-
tion. All external evaluation reports are published on the company’s

website under www.lenzing.com.

Diversity concept

Respect, diversity and inclusion represent integral and indispens-
able components of the corporate culture of Lenzing Aktienge-
sellschaft and are reflected in appointments to all functions. Rec-
ommendations to the Annual General Meeting for elections to the
Supervisory Board and the appointment of members to the Man-
agement Board are designed to achieve a technical and diversi-
ty-related balance because this makes an important contribution
to the professionalism and effectiveness of the work performed
by these two corporate bodies. In addition to technical and per-
sonal qualifications, aspects such as age structure, origin, gender,
education and experience are also key criteria. Diversity within the
Supervisory Board was further improved during the reporting year
when vacant Supervisory Board mandates were filled. The diversi-
ty concept for the composition of the Supervisory Board and the
Management Board was approved by the Nomination Committee
on February 19, 2018.

Thomas Obendrauf Heiko Arnold
Chief Financial Officer Chief Technology Officer
Member of the Member of the

Management Board
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Report of the Supervisory Board

To the 75" Annual General Meeting

Dear Shareholders,

The year 2018 was characterized by political uncertainties and
increasingly protectionist measures, posing major challenges for
globally operating companies with extensive value chains. The
Lenzing Group was confronted with falling prices for standard
viscose in the market segment of wood-based cellulosic fibers
as capacities increased significantly. In addition, higher prices of
some key raw materials as well as changes in exchange rates had
an impact on the result.

In the past financial year, Lenzing continued to pursue the specialty
strategy with the production start of LENZING™ ECOVERO™ fibers
in China, the successful 25,000 ton capacity expansion in Heiligenk-
reuz and the acquisition of the remaining 30 percent share of the Chi-
nese viscose fiber plant. In contrast, the construction of the plant for
lyocell fibers in the USA was temporarily mothballed due to the fore-
seeable trade conflict between the USA and China, and due to the
buoyant US labor market, in order to avoid any incalculable risk. From
today’s perspective, this situation may normalize again in the medium
term. With the establishment of a joint venture in Brazil, which is eval-
uating the construction of a dissolving wood pulp plant, the Lenzing
Group is approaching its goal of securing its raw material base.
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The Supervisory Board fulfilled the monitoring obligations defined
by law, the articles of association and rules of procedure in connec-
tion with these diverse activities. It was involved in the fundamental
decisions on a timely basis and provided professional advice for the
Management Board. The Management Board, in turn, submitted
regular detailed reports to the Supervisory Board on the financial
position and performance of Lenzing AG and the Lenzing Group. In
addition, the Management Board also reported to the Chairman of
the Supervisory Board outside the framework of scheduled meet-
ings on the development of business, the position of the company
and major transactions. Individual issues were handled in depth by
the committees established by the Supervisory Board, which then
reported to the full Supervisory Board on their activities.

Supervisory Board meetings

The Supervisory Board of Lenzing AG met five times during the
2018 financial year, where the Management Board reported on the
development of business as well as major transactions and mea-
sures. The work of the Management Board was also monitored,
and the Supervisory Board offered its professional advice on ma-
jor strategic issues. The meetings concentrated, above all, on the
following topics: the development of the business climate, the
strategic development of the Lenzing Group, current and planned
expansion projects, research and development focal points,
staff-related issues and financing measures as well as the discus-
sion and approval of the budget for the 2019 financial year.

In addition, the Supervisory Board addressed the efficiency of its
own working procedures and discussed and implemented the re-
sulting measures.

The Annual General Meeting on April 12, 2018 elected Christoph
Kollatz, Felix Fremerey and Peter Edelmann to the Supervisory
Board. Astrid Skala-Kuhmann, Veit Sorger and Hanno M. Bastlein
were re-elected to the Supervisory Board. Felix Strohbichler and
Josef Krenner resigned from the Supervisory Board as of April
12, 2018. We would like to thank the departing members of their
long-standing commitment and constructive work. In order to pro-
vide personnel continuity and to successfully advance the initiat-
ed strategic development, Thomas Obendrauf and Robert van de
Kerkhof were won for another term on the Management Board and
were reappointed by the Supervisory Board.

Committee meetings

The Remuneration Committee established by the Supervisory
Board met three times during the reporting year and dealt primar-
ily with the evaluation of performance and definition of goals for
the Management Board members as well as general remuneration
topics related to the Management Board. Moreover, the remuner-
ation model was revised in 2018.

The reappointment of Thomas Obendrauf and Robert van de Kerk-
hof was negotiated, finalized and approved.

The Nomination Committee met three times in 2018. The meet-
ings focused, in particular, on personnel development measures



and succession planning issues. This committee also prepared the
reappointment of Thomas Obendrauf and Robert van de Kerkhof
and made an appropriate recommendation to the full Supervisory
Board.

The Strategy Committee met twice in 2018. Discussions with the
Management Board covered the further development of the sCore
TEN corporate strategy at these meetings.

The Audit Committee met three times in 2018. In addition to re-
viewing and preparing the separate and consolidated financial
statements, the committee focused on monitoring the effective-
ness of the internal control and risk management systems, ad-
dressing compliance-related matters, supervising the internal audit
schedule and the implementation of related measures and identi-
fying the future focal points of internal audit.

Additional information on the composition and working proce-
dures of the Supervisory Board and its remuneration are provided
in the Corporate Governance Report.

Audit of the annual financial statements, including the
management report, and the consolidated financial state-
ments, including the Group management report

The separate financial statements of Lenzing AG, together with the
management report, and the consolidated financial statements of
the Lenzing Group, together with the Group management report,
as at December 31, 2018 were audited by KPMG Austria GmbH
Wirtschaftsprifungs- und Steuerberatungsgesellschaft, Linz, and
granted an unqualified opinion. The Corporate Governance Report
was evaluated by PwC Oberosterreich Wirtschaftspriifung und
Steuerberatung GmbH, Linz, which concluded that the statement
by Lenzing AG on its compliance with the Austrian Code of Cor-
porate Governance (January 2018) provides a true representation
of the actual situation.

The Audit Committee of the Supervisory Board reviewed the sepa-
rate and consolidated financial statements, the management report
and Group management report, the Management Board’s recom-
mendation for the use of accumulated profit and the Corporate
Governance Report. The results of this review were subsequently
discussed with the auditor in detail. The Audit Committee agreed
with the results of the auditor’s report based on its review and re-
ported to the Supervisory Board on this matter as required. The
committee also recommended that the Supervisory Board submit
a proposal to the Annual General Meeting, calling for the appoint-
ment of KPMG Austria GmbH Wirtschaftsprifungs- und Steuer-
beratungsgesellschaft as the auditor for the 2019 financial year.

The Supervisory Board formally approved the management report
and Corporate Governance Report after its review and adopted
the separate annual financial statements for 2018 in accordance
with Section 96 Para. 4 of the Austrian Stock Corporation Act.
Furthermore, the Supervisory Board stated its approval of the

consolidated financial statements and Group management report
in accordance with Sections 244 and 245a of the Austrian Com-
mercial Code. In accordance with Section 96 Para. 1 and 2 of the
Austrian Stock Corporation Act, the Supervisory Board reported
that a separate non-financial report was prepared and audited. The
Supervisory Board agrees with the Management Board’s proposal
for the use of accumulated profit. The Supervisory Board agrees
with the recommendation by the Audit Committee and will there-
fore submit a proposal to the 75th Annual General Meeting for the
appointment of KPMG Austria GmbH Wirtschaftspriifungs- und
Steuerberatungsgesellschaft as the auditor of the annual financial
statements for the 2019 financial year.

The Supervisory Board was not informed of any conflicts of interest
on the part of Management Board or Supervisory Board members
during the reporting year which would require disclosure to the An-
nual General Meeting.

My thanks

Over the past five years, Lenzing AG has undergone reorganiza-
tion, followed by the redefinition and the beginning implementa-
tion of the strategy as a specialty producer. Not only is this strategy
starting to bear fruit, but it also clearly demonstrated in the past
financial year that Lenzing is pursuing the right course. The inno-
vative drive of our employees will continue to be a fundamental
element on the way to being a globally operating company with
Austrian roots. Although at times the implementation can be de-
layed due to external factors, and unfavorable currency and raw
material prices sometimes slow us down, the consistent pursuit
of our long-term goals led to respectable results again in 2018 and
allows us to look towards a promising future.

This is a good time to hand over responsibility and to sincerely
thank my Supervisory Board colleagues, our employees, employ-
ee representatives and the Management Board for their continued
outstanding commitment and excellent collaboration.

I'wish Lenzing and its employees as well as our shareholders all the

very best and good luck for the future!

Vienna, March 13, 2019

Hanno Bastlein
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Lenzing AG

Consolidated Income Statement

for the period from January 1to December 31, 2018

EUR'000

Note 2017

Revenue (6) 2,259,398
Change in inventories of finished goods and work in progress 16,776
Own work capitalized 46,062
Other operating income (7) 49,938
Cost of material and other purchased services (8) (1,257,960)
Personnel expenses 9) (349,371)
Other operating expenses (10) (262,373)
Earnings before interest, tax, depreciation and amortization (EBITDA)' 502,470
gr;rir‘;iiztieogu?;xéi?gible assets and depreciation of property, (11) (134,551)
Income from the release of investment grants 3,066
Earnings before interest and tax (EBIT)’ 370,985
Income from investments accounted for using the equity method (13) 4,260
Income from non-current and current financial assets (14) 905
Financing costs (15) (12,450)
Financial result (7,285)
:2:f::ct)i:tr:ocl)lfi:;ci)f;(eor;sss to and measurement result of puttable @) (6.298)
Earnings before tax (EBT)’ 357,403
Income tax expense (16) (75,683)
Net profit for the year 281,720
Net profit for the year attributable to shareholders of Lenzing AG 277,978
Net profit for the year attributable to non-controlling interests 3,741
Earnings per share EUR
Diluted = basic 17) 10.47

1) EBITDA: Operating result before depreciation and amortization, resp. earnings before interest, tax, depreciation on property, plant
and equipment and amortization of intangible assets and before income from the release of investment grants.

EBIT: Operating result, resp. earnings before interest and tax.

EBT: Earnings before tax.
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Lenzing AG

Consolidated Statement of Comprehensive Income

for the period from January 1to December 31, 2018

EUR'000
Note 2017
Net profit for the year as per consolidated income statement 281,720
Items that will not be reclassified subsequently to profit or loss
Remeasurement of defined benefit liability (31) 1,267
Financial assets measured at fair value through other comprehensive income
(equity instruments) — net fair value gain/loss on remeasurement recognized during (27) 0
the year
Income tax relating to these components of other comprehensive income (27) (304)
Investments accounted for using the equity method — share of other 20) (12)
comprehensive income (net of tax)
950
Items that may be reclassified to profit or loss
Foreign operations — foreign currency translation differences arising during the year (27) (42,263)
Available-for-sale financial assets — net fair value gain/loss on remeasurement ©7) 2 981
recognized during the year ’
Available-for-sale financial assets — reclassification of amounts relating to financial ©7) (263)
assets disposed during the year
Financial assets measured at fair value through other comprehensive income
(debt instruments) — net fair value gain/loss on remeasurement recognized during 27) 0
the year
Financial assets measured at fair value through other comprehensive income
(debt instruments) — reclassification of amounts relating to financial assets disposed (27) 0
during the year
Cash flow hedges — effective portion of changes in fair value recognized during ©7) 21 493
the year and non-designated components ’
Cash flow hedges - reclassification to profit or loss (27) (8,533)
Income tax relating to these components of other comprehensive income 27) (3,583)
Investments accounted for using the equity method — share of other ©7) (246)
comprehensive income (net of tax)
(30,413)
Other comprehensive income - net of tax (29,463)
Total comprehensive income 252,257
Attributable to shareholders of Lenzing AG 252,855
Attributable to non-controlling interests (598)
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Lenzing AG

Consolidated Statement of Financial Position

as at December 31, 2018

Assets Note

Intangible assets (18)
Property, plant and equipment (19)
Investments accounted for using the equity method (20)
Financial assets (21)
Deferred tax assets (30)
Current tax assets (30)
Other non-current assets (22)

Non-current assets

Inventories (23)

Trade receivables (24,25)

Current tax assets (30)

Other current assets (26)

Cash and cash equivalents

Current assets

Total assets

Equity and liabilities Note

Share capital

Capital reserves

Other reserves

Retained earnings

Equity attributable to shareholders of Lenzing AG

Non-controlling interests

Equity (27)
Financial liabilities (29)
Government grants (28)
Deferred tax liabilities (30)
Provisions (31)
Puttable non-controlling interests 3)
Other liabilities (32)

Non-current liabilities

Financial liabilities (29)

Trade payables (32)

Government grants (28)

Current tax liabilities

Provisions (31)

Other liabilities (32)

Current liabilities

Total equity and liabilities

EUR'000
31/12/2017

20,361
1,367,197
8,422
36,442
3,991
4,855
8,933
1,450,202

340,056
292,770
227
107,562
306,455
1,047,069

2,497,270

31/12/2017

27,574
133,919
(1,619)
1,316,434
1,476,309

31,570
1,507,879

255,330
18,307
52,685

131,742
17,967

3,815

479,846

127,270
218,433
7,924
21,636
95,749
38,532
509,545

2,497,270
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Lenzing AG

Consolidated Statement of Changes in Equity

for the period from January 1to December 31, 2018

Note Capital reserves

As at 01/01/2017 133,919
0
0

0o

Net profit for the year as per consolidated income statement

Other comprehensive income — net of tax

Total comprehensive income

Acquisition/disposal of non-controlling interests and other changes in the

scope of consolidation (3.27) °
Share-based payments (40) 0
Dividends 0
Reclassification due to the change in share-based remuneration (40) 0

As at 31/12/2017 = 01/01/2018 133,919

First-time adoption of IFRS 9 (Financial Instruments)? 0

As at 01/01/2018 (adjusted)

133,919

Net profit for the year as per consolidated income statement

Other comprehensive income — net of tax

Total comprehensive income

Acquisition/disposal of non-controlling interests and other changes in the

o 3,27
scope of consolidation ( )

Dividends °
Reclassification due to settlement or disposal of defined benefit plans (40) 0
As at 31/12/2018 (27) 133,919

1) Was classified under IAS 39 (Financial Instruments: Recognition and Measurement) as “available-for-sale financial assets” in the previous year.

2) The first-time adoption of IFRS 9 as of January 1, 2018 resulted in an increase in equity with no effect on profit or loss arising primarily from the reclassification and
measurement of equity instruments that were previously measured at cost and are now measured at fair value through other comprehensive income. Additional details are
provided in note 2.
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Other reserves EUR '000

Financial assets

. Equity attributable to
measured at fair value . . .
Actuarial gains/losses shareholders of Equity
through other .
Lo 4 Lenzing AG
comprehensive income
2,444 1,336,141 1,368,535
0 277,978 281,720
2,039 (25,123) (29,463)
2,039 252,855 252,257
0 (1) 0
0 743 743
0 (111,510) (111,737)
0 (1,919) (1,919)
4,483 (39,569) 1,476,309 1,507,879
3,978 3,952 3,949
8,461 (39,569) 1,480,261 1,511,828
0 148,996 148,201
798 5,242 6,811
798 154,238 155,011
0 (1) V]
0 (132,750) (132,915)
0 o] o]
9,259 (39,688) 1,501,747 1,533,925
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Lenzing AG

Consolidated Statement of Cash Flows

for the period from January 1to December 31, 2018

EUR'000
Note 2017
Net profit for the year 281,720
. :::?;r::::m of intangible assets and depreciation of property, plant and 1) 134,551
- Income from the release of investment grants (3,066)
+/— Change in non-current provisions (1,093)
—/+ Income / expenses from deferred taxes (1,023)
+/— Change in current tax assets and liabilities (4,054)
+/— Income from investments accounted for using the equity method 4,056
—/+ Other non-cash income / expenses (33) 7,590
Gross cash flow 418,681
+/— Change in inventories (33,900)
+/— Change in receivables (54,277)
+/— Change in liabilities (59, 398)
Change in working capital (147,576)
Cash flow from operating activities 271,105
- Acquisition of intangible assets, property, plant and equipment (CAPEX) (238,757)
_ Acquisition of financial assets and investments accounted for using the (6.543)
equity method
+  Proceeds from the sale of intangible assets, property, plant and equipment 226
Proceeds from the sale/repayment of financial assets and the sale of
investments accounted for using the equity method 3) 23,408
+ Netinflow from the sale and disposal of subsidiaries and other business areas (4) 3,063
Cash flow from investing activities (218,603)
—  Distribution to shareholders (111,737)
- Acquisition of non-controlling interests 3) 0
+ Investment grants 1,855
+ Increase in other financial liabilities (33) 15,922
- Repayment of bonds and private placements (33) (120,000)
-  Repayment of other financial liabilities (33) (83,204)
Cash flow from financing activities (297,163)
Total change in liquid funds (244,661)
Liquid funds at the beginning of the year 559,599
Currency translation adjustment relating to liquid funds (8,483)
Liquid funds at the end of the year 306,455
Additional information on payments in the cash flow from operating activities:
Interest payments received 2,058
Interest payments made 14,549
Income taxes paid 80,625
Distributions received from investments accounted for using the equity method 5,081
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Lenzing AG

Notes to the Consolidated Financial Statements

as at December 31, 2018

General Information

Note 1. Basic information

Description of the company and its business
activities

Lenzing Aktiengesellschaft (Lenzing AG), which maintains its
registered headquarters in 4860 Lenzing, Werkstrasse 2, Austria,
is the parent company of the Lenzing Group (the “Group”). The
shares of Lenzing AG are listed in the Prime Market Segment
(since April 18, 2011) and in the ATX benchmark index (since Sep-
tember 19, 2011) of the Vienna Stock Exchange in Vienna, Austria.

The core shareholder of Lenzing AG as at December 31, 2018 is
the B&C Group, which directly and indirectly holds an investment
of 50 percent plus two shares (December 31, 2017: 50 percent
plus two shares) in the share capital of Lenzing AG. The direct
majority shareholder of Lenzing AG is B&C LAG Holding GmbH,
Vienna. The indirect majority shareholder of Lenzing AG, which
prepares and publishes consolidated financial statements that
include the Lenzing Group, is B&C Holding Osterreich GmbH,
Vienna. The ultimate parent company of the B&C Group, and
therefore also of Lenzing AG, is B&C Privatstiftung, Vienna.

The core business of the Lenzing Group is the production and
marketing of botanic cellulose fibers. The pulp required for pro-
duction is manufactured for the most part in the Group’s own
plants and is supplemented by external purchases. In addition, the
Lenzing Group operates in the area of mechanical and plant
engineering and offers engineering services.

Basis of Reporting

The consolidated financial statements for the period from Janu-
ary 1to December 31, 2018 were prepared in accordance with the
International Financial Reporting Standards (IFRSs) and interpre-
tations which were endorsed in the EU and required mandatory
application as of the reporting date. The additional requirements
of Section 245a Para. 1 of the Austrian Commercial Code (“Un-
ternehmensgesetzbuch”) were also met.

The reporting currency is the euro (EUR), which is also the func-
tional currency of Lenzing AG and the majority of its subsidiaries.
The figures shown in these consolidated financial statements and
notes were rounded to the next thousand, unless indicated oth-
erwise (“EUR '000”). The use of automatic data processing tools
can lead to rounding differences in the addition of rounded
amounts and percentage rates.

Measurement

Assets and liabilities are principally measured at amortized or
depreciated cost. In contrast, other measurement methods are
used for the following material positions:

e Provisions are measured at the present value of the expected
settlement amount.

e Deferred tax assets and deferred tax liabilities are recognized
at their nominal value. They are measured on the basis of the
temporary differences existing as at the reporting date and
the effective tax rate expected when the differences are real-
ized.

e Derivative financial instruments and financial assets measured
at fair value through profit or loss and at fair value through
other comprehensive income are measured at their fair value.

Estimation uncertainty and judgments

The Management Board of Lenzing AG uses estimates, assump-
tions and judgments in preparing the IFRS consolidated financial
statements. These estimates, assumptions and judgments are
based on the circumstances assumed as at the reporting date and
can have a significant effect on the presentation of the Group’s
financial position and financial performance. They involve the
recognition and measurement of assets and liabilities, contingent
receivables and liabilities, the reporting of cash flows and income
and expenses (including other comprehensive income) as well as
the presentation of disclosures in the notes.
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Assumptions and estimates

The following future-oriented assumptions and other major
sources of estimation uncertainty at the reporting date could have
significant effects on these consolidated financial statements of
the Lenzing Group:

e Goodwill (see note18) and property, plant and equipment
(see note 19): determination of the recoverable amount in
connection with impairment testing as defined in IAS 36.

e Financial instruments (see note 37): determination of fair val-
ues and expected credit losses.

e Provisions (see note 31): determination of the expected set-
tlement amount and the net liability of the defined benefit
pension and severance payment plans.

e Deferred taxes and receivables from current taxes (see
note 30): assessment of the extent to which deferred tax as-
sets (in particular, from loss carryforwards) can be utilized
and assessment of the recoverability of receivables from cur-
rent taxes.

Assumptions and estimates are based on experience and other
factors that are considered relevant by the Management Board.
However, the amounts actually realized can deviate from these
assumptions and estimates if general conditions develop in a
different way than the expectations as at the reporting date.

Judgments

The application of accounting policies by the Lenzing Group
included the following major judgments, which had a material
influence on the amounts reported in the consolidated financial
statements:

e [iabilities within the scope of reverse factoring agreements
(see note 32): assessment of the requirements for derecogni-
tion as defined in IFRS 9 (December 31, 2017: I1AS 39).

e Full consolidation and equity method (see note 3 and
note 43): assessment of the existence of control over subsidi-
aries and assessment of the existence of joint control or sig-
nificant influence.

e Sale of investments accounted for using the equity method
(see note 20): evaluation and measurement of the partial sale
of the investment in EQUI-Fibres Beteiligungsgesellschaft
mbH (EFB), Kelheim, Germany.

e FEvidence of impairment (see note 18): evaluation of indica-
tions of impairment resp. for impaired cash-generating units
evaluation of the occurrence of material changes in compari-
son with the previous year.
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Note 2. Changes in accounting
policies

The accounting policies applied by the Lenzing Group in 2018
remained unchanged in comparison with the previous financial
year, with the exception of the changes described in this section.

Mandatory changes in accounting policies

The following new and amended standards and interpretations
were adopted into EU law and required mandatory application by
the Lenzing Group beginning with the 2018 financial year:

Mandatory
application
. . Publication  according to Adopted by
Standards/interpretations the EU as at
by the IASB  1ASB for
. . 31/12/2018
financial
years from

IFRS 15 28/05/2014  01/01/2018  yes
IFRS 9 24/07/2014 01/01/2018 yes
IFRS 15 12/04/2016 01/01/2018 yes
IFRS 2 20/06/2016 01/01/2018  yes
IFRS 4 12/09/2016  01/01/2018  yes
IFRS 1
’ 08/12/201 01/01/2018

IAS 28 6 018 yes
IFRIC 22 08/12/2016 01/01/2018 yes
IAS 40 08/12/2016 01/01/2018 yes

Initial application of IFRS 15

The Lenzing Group first applied IFRS 15 (Revenue from Contracts
with Customers) retrospectively for the financial year beginning
on January 1, 2018. There are no material changes to the account-
ing methods regarding the timing and amount recognized for
revenues from contracts with customers.

Initial application of IFRS 9

The Lenzing Group first applied IFRS 9 (Financial Instruments) for
the financial year beginning on January 1, 2018. This results in
retrospective adjustments to the consolidated financial state-
ments as at January 1, 2018, which were made in line with the
transition rules. The Lenzing Group applies the new Standard
IFRS 9 for hedge accounting. The application of IFRS 9 had no
effect on financial liabilities.



The exemption not to restate comparative information on the
changes in classification and measurement (including impairment)
for previous periods was utilized.

Overall, there are only immaterial changes based on the new
measurement categories of financial instruments in the Lenzing
Group. An evaluation of the business model and the cash flows
related to interest and principal payments showed that the finan-
cial assets generally reflect the categories previously applied
under IAS 39 (Financial Instruments: Recognition and Measure-
ment).

Originated loans, non-current securities and other financial assets
(current and non-current) which do not meet the SPPI criterion
were reclassified to the category “at fair value through profit or
loss”.

The equity instruments previously measured at cost in accord-
ance with 1AS 39 (carrying amount as at December 31, 2017:
EUR 1.6 mn) and the related derivatives (carrying amount as at
December 31, 2017: EUR 0.0 mn) were reclassified to the category
“at fair value through other comprehensive income”.

A hedge between an equity instrument and a derivative was
designated as a fair value hedge. The option to measure these
equity investments at fair value through other comprehensive
income was utilized. The equity investment was measured at
EUR 8.9 mn and the derivative was measured at EUR minus 3.4
mn. Deferred tax on these instruments was recognized in the
amount of EUR minus 1.4 mn. The expected credit loss model for
financial assets is used for the new impairment model required by
IFRS 9. A loss ratio based on historical default rates has been
established for portfolios with similar default characteristics. The
establishment of the loss ratio does not result in any material
change in the amount of impairment losses since it is also based
on historical default rates which were insignificant. An immaterial
expected credit loss on trade receivables of EUR minus 0.3 mn as
well as deferred tax in the amount of EUR 0.1 mn was recognized
directly in equity as at January 1, 2018.

The following table shows the retrospective restatements made in

accordance with the transition rules from IAS 39 to IFRS 9 as at
January 1, 2018:
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Reconciliation of carrying amounts by category — retrospective adaption of IFRS 9

Financial assets IFRS 9

EUR'000

Classification under

Originated loans

Carrying amount under
IFRS 9 as at 01/01/2018

At fair value through

th f .
ereo profit or loss

thereof At amortized cost

1,364

Non-current securities

14,732

At fair value through

1,728

thereof )
profit or loss
fai " -
thereof At ?lr value filrectly in
equity (debt instruments)
thereof At fair value directly in

5,579

equity (equity instruments)

equity (equity
instruments)

Other equity investments

11,478

At fair value directly in

Trade receivables At amortized cost

10,532

Derivatives with a positive fair value (cash flow hedges)

292,479

At fair value directly in
equity (cash flow hedges)

Derivatives with a positive fair value (cash flow hedges
with the underlying already recognized in profit or loss) or loss

7,485

At fair value through profit

Other financial assets (current and non-current)

5,185

thereof
or loss

At fair value through profit

thereof At amortized cost

5,756

Cash and cash equivalents At amortized cost

21,604

Total financial assets

Financial liabilities

306,455

Classification under IFRS 9

Private placements At amortized cost

684,375

Carrying amount under
IFRS 9 as at 01/01/2018

Liabilities to banks At amortized cost

248,568

Liabilities to other lenders At amortized cost

97,707

Trade payables At amortized cost

34,473

Provisions (current) At amortized cost

218,433

Puttable non-controlling interests At amortized cost

26,509

Derivatives with a negative fair value (fair value hedges) .
equity

17,967

At fair value directly in

Derivatives with a negative fair value (cash flow hedges)

3,387

At fair value directly in
equity (cash flow hedges)

Derivatives with a negative fair value (cash flow hedges

with the underlying already recognized in profit or loss) or loss

2,528

At fair value through profit

Other At amortized cost

1,316

Total financial liabilities

1) Measured at cost.
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The other new or amended standards and interpretations appli-
cable as of January 1, 2018 did not result in any significant chang-
es to the consolidated financial statements of the Lenzing Group.

The following new or amended standards and interpretations had
been published by the IASB prior to the preparation of these
consolidated financial statements, but did not require mandatory
application by the Lenzing Group for financial years beginning on
or before January 1, 2018:

Mandatory
licati
o app! |ca.t|on Adopted by
. . Publication by according

Standards/interpretations the IASB to IASB for the EU as at

. . 31/12/2018

financial

years from
IFRS 14 30/01/2014 01/01/2016 no*
IFRS 10, 5
IAS 28 11/09/2014 unknown no
IFRS 16 13/01/2016 01/01/2019 yes
IFRS 17 18/05/2017 01/01/2021 no
IFRIC 23 07/06/2017 01/01/2019 yes
IAS 28 12/10/2017 01/01/2019 yes
IFRS 9 12/10/2017 01/01/2019 yes
Various 12/12/2017 01/01/2019 yes
IAS 19 07/02/2018 01/01/2019 no
Concep-
tual

29/03/2018 01/01/2020 no

Frame-
work
IFRS 3 22/10/2018 01/01/2020 no
IAS 1,
IAS 8 31/10/2018 01/01/2020 no

1) The European Commission does not recommend the adoption of interim standard
IFRS 14 into EU law at the present time.
2) The IASB has deferred the effective date of this standard indefinitely.

The above-mentioned new or amended standards and inter-
pretations were not adopted prematurely by the Lenzing Group.
They are expected to have the following effects on the Group’s
financial position and financial performance in future financial
years:

o IFRS 16: IFRS 16 (Leases) introduces changes in the account-
ing of leases for the lessee. Future requirements for the lessee
include the capitalization of a right-of-use asset obtained
through a lease and the recognition of a lease liability as well
as the carryforward of both amounts. The effective interest
method is used for the measurement of the lease liability. The
interest rate used at the time of initial application is the in-
cremental borrowing rate for the respective term and curren-
cy in the Lenzing Group. For the subsequent measurement of
the lease liability the incremental borrowing rate is used. The
Lenzing Group’s entire contract portfolio has been analyzed.
The contract portfolio consists of many contracts, whose
overall value is immaterial. The selection and implementation
of a software tool to administer and record the leases for the
entire Lenzing Group was completed and all leases were rec-
orded. From the current perspective, the application of
IFRS 16 results in the first-time recognition of right-of-use as-
sets (increase in non-current assets) and lease liabilities (in-
crease in financial liabilities) in the amount of EUR 32 mn
which were previously classified as operating leases (see
note 39) as at January 1, 2019. The right-of-use assets recog-
nized are amortized on a straight-line basis over their eco-
nomic useful life, or the shorter term of the contract. In addi-
tion, the previous straight-line recognition of leasing expens-
es will be replaced by the amortization of the right-of-use as-
set and interest expense on the lease liability. EBITDA, EBIT
and cash flow from operating activities are expected to im-
prove as a result of the amended reporting requirements.
Amended and expanded disclosures in the notes on lease
accounting will be required. Lease contracts previously clas-
sified as finance lease under IAS 17 and IFRIC 4 will continue
to be classified as leases. The immaterial effect resulting from
the initial application of the new leasing standard has been
communicated to the Supervisory Board. Relief is provided
for short-term leases and for leases of low-value assets. The
Lenzing Group will make use of this relief. Hence, short-term
leases and leases for low-value assets are not capitalized as
right-of-use assets, but will continue to be recognized as an
expense over the term of the lease. Leases whose term ends
within 12 months of the time of initial application are treated
as if they were short-term leases. Termination and extension
options were taken into account when estimating the ex-
pected term of the leases. The option to select not to capital-
ize leasing contracts for intangible assets is used. The option
to recognize the right-of-use asset in the amount of the lease
liability less lease payments made in advance is used. At the
time of initial application, the initial direct costs are not taken
into consideration in the measurement of the right-of-use as-
set. The Lenzing Group will use the modified retrospective ap-
proach for the application of this standard beginning on the
mandatory application date (January 1, 2019).
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e Other: A number of other standards, amendments and inter-
pretations are not relevant for the Lenzing Group or do not
have any significant impact on the Group’s earnings, assets,
liabilities or cash flows.

The application of these standards and interpretations is generally
planned following their endorsement by the EU.

Voluntary changes in accounting policies
There were no voluntary changes to accounting policies during
the 2018 financial year.

Note 3. Consolidation

Scope of consolidation

The consolidated financial statements of the Lenzing Group in-
clude Lenzing AG, as the parent company, and its subsidiaries, all
on the basis of financial statements as at December 31, 2018.

The number of companies included in the scope of consolidation
developed as follows:

Development of the scope of

e . 2018 2017
consolidation (incl. parent company)

Full-  Equity Full- Equity

consolidation consolidation

As at 01/01 29 7 27 8
Included in consolidation for the first time
. 1 1 2 0
during the year
Deconsolidated during the year 2) 0 0 (1)
As at 31/12 28 8 29 7
Thereof in Austria 8 4 10 4
Thereof abroad 20 4 19 3

A list of the group companies as at December 31, 2018 is provided
in note 43. The most important group companies produce and
market botanic cellulose fibers and, in some cases, pulp (Seg-
ment Fibers).

Lenzing AG controls assets in the GF 82 wholesale fund, a special
fund under Section 20a of the Austrian Investment Fund Act
(“tsterreichisches Investmentfondsgesetz”) on the basis of its
comprehensive co-determination rights. This fund is therefore
classified as a structured entity and included in the consolidation.
The securities held by the fund are intended, above all, to fulfill
the securities coverage requirements for the pension provisions
related to Austrian pension plans as required by Section 14 of the
Austrian Income Tax Act (“Gsterreichisches Einkommensteuerge-
setz”). The material risks to which the fund is exposed are un-
changed and represent traditional investment risks (especially
default and market price risks). The Lenzing Group does not
intend to provide the fund with financial or other assistance or
help with the procurement of financial support at the present
time.
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In October 2018 the Lenzing Group acquired 30 percent of the
shares in Lenzing (Nanjing) Fibers Co. Ltd, Nanjing, China, which
had already been fully consolidated, for EUR 40,620 thousand.
The investment in this company has consequently increased from
70 percent to 100 percent. As a result of this transaction, the
puttable non-controlling interests have decreased to EUR O thou-
sand. The measurement loss of EUR minus 21,480 thousand re-
sulting from this transaction was recognized in the consolidated
income statement under the item Allocation of profit or loss to
and measurement result of puttable non-controlling interests.

In April 2018, the subsidiary LD Celulose S.A., Sao Paulo, Brazil
was founded and included in the scope of fully consolidated
companies. In addition, the joint venture LD Florestal S.A., Sao
Paulo, Brazil was founded in April 2018 and included in the scope
of consolidation using the equity method.

The previously fully consolidated subsidiaries ASIA Fiber Engi-
neering GmbH, Vienna, Austria, and Cellulose Consulting GmbH,
Vienna, Austria, were liquidated and deconsolidated in 2018.

Lenzing Elyaf Anonim Sirketi, Istanbul, Turkey, and Lenzing (Thai-
land) Co., Ltd., Bangkok, Thailand, were founded in January 2017
and August 2017, respectively, and subsequently included in the
scope of fully consolidated companies.

The closing for the sale of LKF Tekstil Boya Sanayi ve Ticaret
Anonim Sirketi, Istanbul, Turkey, took place in May 2017. This
disposal generated a gain of EUR 0.2 mn, which is reported under
income from investments accounted for using the equity method.

Basis of consolidation

Subsidiaries are companies controlled by the parent company.
The Lenzing Group decides individually for each acquisition
whether the non-controlling interests in the acquired subsidiary
will be recognized at fair value or based on the proportional share
of the acquired net assets. On acquisition, non-controlling inter-
ests are measured at fair value or the corresponding share of
recognized net assets and are reported under equity and com-
prehensive income as “non-controlling interests”.

The shares of capital attributable to the non-controlling share-
holders of certain companies are reported as puttable non-
controlling interests. These shares are not classified as equity
under IFRS because of the time limits defined by company law for
the involved companies and are initially measured at fair value,
which generally corresponds to the fair value of the non-
controlling shareholder’s contribution at the time it was made.
Subsequent measurement involves an increase or decrease in the
amount recognized under liabilities on initial measurement to
reflect the gain or loss incurred up to the measurement date.



The investments in associates and joint ventures are accounted
for by applying the equity method.

The reporting currency of Lenzing AG and the Lenzing Group is
the euro. The subsidiaries prepare their annual financial state-
ments in their respective functional currency. The following key
exchange rates were used for translation into the reporting cur-
rency:

Exchange rates for key

’ 2017
currencies
Unit  Currency End of the Average
year

1EUR USD  US Dollar 1.1993 1.1293

1EUR gep  Dritish 0.8872 0.8761
Pound

1EUR czk  cFeeh 25.5350  26.3272
Koruna

1EUR cNny  Renminbi 7.8044 7.6264
Yuan
Hong

1EUR HKD  Kong 9.3720 8.8012
Dollar
Indian

1EUR INR 76.6055  73.4980
Rupee

1EUR kRw Korean 1,279.6100 1,275.8325
Won

1EUR TRy lurkish 4.5464 4.1214
Lira

YEUR BRL Brazilian . .
Real

Note 4. Non-current assets and
liabilities held for sale, disposal
groups and discontinued operations

2018 financial year

Expenses of EUR 1,183 thousand before income tax were recog-
nized in 2018 in connection with previously sold business areas
and former discontinued operations due to the elimination of
uncer-tainties and changes in estimates. This does not result in
any tax income/expense. The result after tax therefore equals EUR
minus 1,183 thousand. These amounts are attributable in full to the
owners of the parent company. The cash effects are related to the
payment of earn out receivables of EUR 141thousand from the
sale of consolidated subsidiaries in previous years. They are pre-
sented under cash flow from investing activities as part of the “net
inflow from the sale and disposal of subsidiaries and other busi-
ness areas”.

The Lenzing Group had no non-current assets and liabilities held
for sale and no discontinued operations as at December 31, 2018.

2017 financial year

Expenses of EUR 562 thousand before income tax were recog-
nized in 2017 in connection with previously sold business areas
and former discontinued operations due to the elimination of
uncertainties and changes in estimates. These expenses were
connected with tax expense of EUR 54 thousand. The result after
tax therefore equals EUR minus 616 thousand. These amounts are
attributable in full to the owners of the parent company. The cash
effects are related to the payment of earn out receivables of

EUR 2,500 thousand from the sale of consolidated subsidiaries in
previous years. They are presented under cash flow from investing
activities as part of the “net inflow from the sale and disposal of
subsidiaries and other business areas”.

The Lenzing Group had no non-current assets and liabilities held
for sale and no discontinued operations as at December 31, 2017.

Note 5. Segment reporting

The Lenzing Group classifies its segments based on the differ-
ences between their products and services, which require indi-
vidual technologies and market strategies. Each segment is man-
aged in line with the responsibilities assigned to the various mem-
bers of the Management Board. The chief operating decision
maker relevant for segment reporting is the Management Board
of Lenzing AG as a whole. The following segments are presented
separately in the internal reporting of the Lenzing Group to the
Management Board:

Segment Fibers

The Segment Fibers manufactures botanic cellulose fibers which
are marketed under the product brands TENCEL™, VEOCEL™
and LENZING™. A significant portion of the pulp required for
these products is produced in the Group’s own plants, whereby
the internal volumes are supplemented by external purchases.
The most important raw material for the manufacture of pulp is
wood, which is purchased externally. The Segment Fibers forms
the core business of the Lenzing Group.

The Segment Fibers comprises, above all, the business areas
Textile Fibers (fibers for textiles), Nonwoven Fibers (fibers for
nonwoven fabrics) and Pulp & Wood (pulp, wood and biochemi-
cals) due to their comparability with the key business characteris-
tics of the cellulose fiber industry (products, production process,
customers and distribution methods). These business areas are
part of an integrated value chain (from the raw material wood via
the pre-product pulp to the finished product fiber) with similar
risks and opportunities. This segment also includes, in particular,
the business area Energy because it has by far the highest energy
requirements in the Lenzing Group due to the energy-intensive
nature of the fiber and pulp production process.

Segment Lenzing Technik

The Segment Lenzing Technik operates in the field of mechanical
and plant engineering and offers engineering services. It compris-
es the business area Lenzing Technik.

Other

The residual segment Other covers the business activities of BZL-
Bildungszentrum Lenzing GmbH, Lenzing (training and personnel
development).
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The residual segment Other does not include any business areas
that would exceed the quantitative thresholds for reportable

segments.

Information on business segments

2018 and 31/12/2018

Revenue from external customers

Inter-segment revenue

Total revenue

EBITDA (segment result)

EBIT

Amortization of intangible assets and depreciation of
property, plant and equipment

Thereof impairment

Income from investments accounted for using the
equity method

Other material non-cash income and expenses

Acquisition of intangible assets, property, plant and
equipment (CAPEX)

EBITDA margin'

EBIT margin?

Segment assets

Segment liabilities

Investments accounted for using the equity method

Information on business segments (previous year)

2017 and 31/12/2017

Revenue from external customers

Inter-segment revenue

Total revenue

EBITDA (segment result)

EBIT

Amortization of intangible assets and depreciation of
property, plant and equipment

Thereof impairment

Income from investments accounted for using the
equity method

Other material non-cash income and expenses

Acquisition of intangible assets, property, plant and
equipment (CAPEX)

EBITDA margin'

EBIT margin?

Segment assets

Segment liabilities

Investments accounted for using the equity method

1) EBITDA margin = EBITDA (operating result before depreciation and amortization) in relation to total revenue (here: according to segment reporting).
2) EBIT margin = EBIT (operating result) in relation to total revenue (here: according to segment reporting).
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Lenzing Technik
9,805

42,357
2,237

Lenzing Technik

42,271
3,445

Segment total
2,176,013

40,085
2,216,098
384,184

236,458

150,567
8,711

89,628

257,595

2,353,117

13,367

Segment total
2,259,398
38,848

2,298,245

503,634
368,527

138,174

74,197

238,757

2,176,602

EUR '000
Group
2,176,013

2,176,013

381,980
237,580

147,241
8,711
(1,797)
89,628

257,595

17.6%
10.9%

2,630,915
1,096,990
13,367

EUR'000
Group
2,259,398

2,259,398

502,470
370,985

134,551
221
4,260
74,197

238,757

22.2%
16.4%

2,497,270
989,391
8,422



Other material non-cash income and expenses represent non-
cash measurement effects from provisions and accruals.

The performance of the segments is measured by EBITDA (earn-
ings before interest, tax, depreciation on property, plant and
equipment and amortization of intangible assets, before income
from the release of investment grants).

The following table shows the reconciliation of segment result to
operating result (EBIT) and earnings before tax (EBT):

Reconciliation of earnings before interest, tax, depreciation and

EUR'000
amortization (EBITDA) to the earnings before tax (EBT)
2017
Earnings before interest, tax, depreciation and
02,47
amortization (EBITDA) 502,470
Segment amortization of intangible assets and
- . (138,174)
depreciation of property, plant and equipment
Consolidation 3,622
Income from the release of investment grants 3,066
Earnings before interest and tax (EBIT) 370,985
Financial result (7,285)
Allocation of profit or loss to and measurement
- (6,298)
result of puttable non-controlling interests
Earnings before tax (EBT) 357,403

Segment assets consist chiefly of intangible assets and property,
plant and equipment, inventories, trade receivables and other
receivables (excluding income tax receivables). The reconciliation
of segment assets to consolidated assets (corresponding to total
assets, i.e. the total of non-current and current assets or the total
of equity and non-current and current liabilities) is as follows:

Reconciliation of segment assets to consolidated assets EUR '000
31/12/2017
Segment assets 2,176,602
Investments accounted for using the equity method 8,422
Assets not allocated to the segments
Financial assets 36,442
Deferred tax assets and current tax assets 9,073
Cash and cash equivalents 306,455
Consolidation (39,724)
Consolidated assets 2,497,270

Segment liabilities consist primarily of trade payables, provisions
and other liabilities (excluding current tax liabilities). The reconcili-
ation of segment liabilities to consolidated liabilities is shown in
the following table:

Reconciliation of segment liabilities to consolidated liabilities EUR '000
31/12/2017
Segment liabilities 525,005
Liabilities not allocated to the segments
Financial liabilities 382,599
Deferred tax liabilities and current tax liabilities 74,322
Government grants 26,231
Consolidation (18,766)
Consolidated liabilities 989,391

The carrying amounts for segment reporting are based on the
same accounting policies applied to the IFRS consolidated finan-
cial statements.

Information on products and services
Revenue from external customers can be classified by products
and services as follows:

Revenue from external customers by products and services EUR'000
2017
Botanic cellulose fibers 1,958,714
Sodium sulfate and black liquor 49,119
Pulp, wood, energy and other 243,355
Segment Fibers 2,251,188
Mec‘hanical and plant engineering and engineering 42,071
services
Segment Technik 42,271
Other and consolidation (34,062)
Revenue as per consolidated income st: rent 2,259,398

No single external customer is responsible for more than 10 per-
cent of external revenue.
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Information on geographic regions
The following table provides a classification of revenue from
external customers by sales market by geographic area.

Revenue from external customers by geographic regions EUR '000

2017
Austria 127,243
Europe (excl. Austria, incl. Turkey) 625,707
Asia 1,283,675
America 168,973
Rest of the world 45,591
Segment Fibers 2,251,188
Austria 23,641
Europe (excl. Austria, incl. Turkey) 5,426
Asia 7,845
America 5,276
Rest of the world 84
Segment Lenzing Technik 42,271
Other and consolidation (34,062)
Revenue as per consolidated income statement 2,259,398

Revenue is allocated according to the geographic region of the
customer.
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The following table shows non-current assets (excluding financial
instruments and tax assets; reconciled to the consolidated figures
for total non-current assets) and total assets and acquisition of
intangible assets and property, plant and equipment (CAPEX) by
geographic region:

Information on non-current assets, total assets and CAPEX by geographic regions

EUR '000

Non-current assets

31/12/2017

Austria

Europe (excl. Austria, incl. Turkey)

Asia

America

Subtotal 1,

Reconciliation to consolidated figures

Consolidated total 1,

Assets and CAPEX are allocated according to the geographic
location of the assets. The above amounts cover all segments of
the Lenzing Group. Additional information on the segments is
provided in the management report of the Lenzing Group as at
December 31, 2018.

850,610
200,447
279,956

66,138
397,151

53,051

450,202

Total assets CAPEX

31/12/2017

2,176,602 238,757

320,668 0
2,497,270 238,757
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Notes on the Consolidated Income Statement

Note 6. Revenue

The breakdown of revenue is shown in the segment report (see
note 5, in particular information on products and services as well
as geographic regions).

Revenue results exclusively from contracts with customers in
accordance with IFRS 15 (Revenue from Contracts with Custom-
ers). Revenue comprises all income generated by the typical
business activities of the Lenzing Group.

The Segment Fibers predominantly sells botanic cellulose fibers.
In addition, sodium sulfate and black liquor are also sold. Income
is recognized at a point in time, and thus when ownership of the
product has been transferred to the costumer (i.e. with the trans-
fer of risks), the amount of income and the related costs can be
reliably determined and the economic benefits from the trans-
action will probably flow to the Group.

The Segment Lenzing Technik operates in the field of mechanical
and plant engineering and provides engineering services. Part of
this income results from contracts with customers which is rec-
ognized over time. Revenue generated from contracts with cus-
tomers recognized over time amounted to EUR 3,113 thousand in
the 2018 financial year (2017: EUR 6,792 thousand). Income from
contracts with customers recognized over time is recognized
according to the stage of completion in line with the cost-to-cost
method (see note 25). The cost-to-cost method reflects the actu-
al transfer of a service most reliably since the management also
uses the project costs to monitor the course of the project.

Since all performance obligations in the Lenzing Group have a
term of a maximum of one year, the remaining performance obli-

gations are not disclosed.

Contract assets amount to EUR 14 thousand as at December 31,
2018 and are recognized under trade receivables (see note 25).

Contract liabilities consist of the following:

Contract liabilities EUR '000

31/12/2018 31/12/2017
Advances received (see note 32) 9,811 12,050
Accruals for discounts and rebates (see note 31) 3,106 1,271
Accruals for rights of return (see note 31) 120 0
Total 13,036 13,321
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The amount of EUR 11,362 thousand reported under contract
liabilities as at December 31, 2017 was recognized as revenue in
the 2018 financial year.

Note 7. Other operating income

Other operating income consists of the following:

Other operating income EUR'000
2018 2017

Income from green energy bonus 27,032 23,154
| f hargi f i th
ncome from recharging of services and other 8.074 11,204
products
Income from the release of deferred income for

. L . 14,257 8,644
emission certificates and from subsidies
Rental income 4,070 3,967
Various other income 3,730 2,880
Total 57,163 49,938

Note 8. Cost of material and other
purchased services

The cost of material and other purchased services comprises the
following:

Cost of material and other purchased services EUR'000

2018 2017
Material 1,147,990 1,112,348
Other purchased services 149,274 145,611
Total 1,297,265 1,257,960

The cost of material comprises primarily the input factors con-
sumed, i.e. pulp (and wood for the internal production of pulp),
key chemicals (caustic soda, carbon disulfide and sulfuric acid)
and merchandise. The cost of purchased services is related main-
ly to the consumption of energy.

The cost of the raw material and supplies consumed during the
year is based on the weighted average cost method.



Note 9. Personnel expenses

The following table shows the composition of personnel expenses:

Note 10. Other operating expenses

Other operating expenses comprise the following:

Personnel expenses EUR '000 Other operating expenses EUR'000
2017 2017
Wages and salaries 272,984 Expenses for outgoing freight 80,669
Expenses for severance payments and gratuity 5,721 Expenses for maintenance, repairs and other third- 53.358
Retirement benefit expenses 6,213 party services
Statutory social security expenses 59,973 Legal, consulting and audit expenses 21,619
Other employee-related costs 4,480 Selling expenses for commissions and advertising 18,499
Total 349,371 Rental and leasing expenses 14,308
Travel expenses 10,365
Waste disposal expenses 7,531
The number of employees in the Lenzing Group is as follows: Insurance expenses 8,250
Fees, contributions, donations and bank charges 6,700
N f I h
umber of employees (headcount) Foreign exchange losses 14,582
2017 X -
Registration and defense costs for patents and 5. 679
Average 6,308 brands :
As at December 31 6,488 Property taxes and similar taxes 5,126
Emission certificates 2,321
. . Food and beverages 2,801
The following table shows the number of employees in -
3 . o 3 Losses on disposals of non-current assets 231
Lenzing AG and the Austrian subsidiaries of the Lenzing Group: -
Losses on receivables 501
Miscellaneous 9,834
Average number of employees in Austria (headcount)
Total 262,373

2017
Hourly workers 1,747
Salaried employees 1,258
Total 3,006

Note 11. Amortization of intangible
assets and depreciation of property,
plant and equipment

Amortization and depreciation include the following:

Amortization of intangible assets and depreciation of property,

plant and equipment EUR000

2017
Amortization and depreciation 134,331
Impairment 221
Total 134,551

Amortization of intangible assets includes impairment losses of
EUR 0 in 2018 (2017: EUR 221 thousand). Depreciation of property,
plant and equipment includes impairment losses of EUR 8,711
thousand (2017: EUR 0), which are also reported under the “De-
velopment of property, plant and equipment” (see notes 18 and
19). The impairment losses on intangible assets in 2017 represent-
ed development costs for internally generated intangible assets in
the Segment Fibers. They were recognized to reflect the insuffi-
cient technical and economic usability of the intangible assets.
The impairment losses on property, plant and equipment in the
2018 financial year mainly represented prepayments and assets
under construction.

Additional details on impairment are provided in note 18.
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Note 12. Auditor’s fees

The fees agreed for services provided by KPMG Austria GmbH,
Linz comprise the following:

Auditors’ fees agreed EUR'000

150

Audit of the annual financial
statements (incl. consolidated
financial statements)

Other assurance services

Other services

Total

Auditors’ fees agreed (previous year) EUR '000

Audit of the annual financial
statements (incl. consolidated
financial statements)

Other assurance services

Other services

Total

0

The fees for other assurance services consist chiefly of fees for
the review of the consolidated half-year financial statements.

Note 13. Income from investments
accounted for using the equity
method

The result of EUR minus 1,797 thousand (2017: EUR 4,260 thou-
sand) corresponds to the Group’s share of the current earnings of
associates and joint ventures. The amount reported for 2017 also
includes a subsequent gain of EUR 3,037 thousand on the sale of
EQUI-Fibres Beteiligungsgesellschaft mbH (EFB), Kelheim, Ger-
many. In the 2018 financial year it includes an impairment of EFB
amounting to EUR minus 1,339 thousand (see note 20).
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Note 14. Income from non-current
and current financial assets

The income from non-current and current financial assets con-
sists of the following items:

Income from non-current and current financial assets EUR '000
2017
Income from non-current and current financial
assets
Interest income from bank balances, originated loans
and receivables and in previous year income from 3,305
available-for-sale securities
Interest income and income from the disposal of
debt instruments measured at fair value directly in 0
equity
Income from dividends for equity instruments 0
measured at fair value directly in equity
Measurement and gains from the disposal of non- 370
current financial assets measured at fair value
Gain on the disposal of available-for-sale securities 0
3,675
Expenses from non-current and current financial
assets
Measurement of financial assets at amortized cost (366)
Measurement and loss from the disposal of financial (854)
assets at fair value through profit or loss
Net foreign currency losses from financial assets (1,551)
(2,771)
Total 905
. .
Note 15. Financing costs
Financing costs comprise the following:
Financing costs EUR '000
2017
Net foreign currency gains/losses from financial
L. 1,310
liabilities
Interest expense for bonds and private placements (9,217)
Ir?tgrest expense for bank loans, other interest and (4.542)
similar expenses
Total (12,450)




Note 16. Income tax expense

This item includes current income tax expense as well as in-
come/expense from deferred taxes (changes in deferred tax
assets and deferred tax liabilities) and comprises the following:

Income tax expense by source EUR'000
2017
Current income tax expense
Austria 43,079
Abroad 33,627
76,707
Income/expense from deferred taxes (1,023)
Total 75,683
Income tax expense by cause EUR'000
2017
Current income tax expense
Tax expense for current year 86,379
Reduction due to the use of tax losses (4,426)
Reduction due to the use of tax credits (5,118)
Adjustment for prior-period income tax (128)
76,707
Income/expense from deferred taxes
Recognition and reversal of temporary differences 1,284
Effects of changes in tax rates (4,561)
Change in capitalized loss carryforwards (45)
Change in capitalized tax credits 3,616
Effects of previously unrecognized temporary
differences from prior periods (236)
Changes in valuation adjustment to deferred tax
assets (excl. loss carryforwards) (1,081)
(1,023)
Total 75,683

A tax credit of EUR 4,121thousand was claimed in the Czech
Republic during 2018 (2017: EUR 5,118 thousand). A deferred tax
asset of EUR O thousand was recognized to profit or loss in 2018
(2017: EUR 1,609 thousand) for a future tax credit because the
future utilization is sufficiently certain.

The reconciliation of calculated income tax expense based on the
Austrian corporate tax rate of 25 percent (December 31, 2017:
25 percent) to effective income tax expense is shown in the fol-
lowing table:

Tax reconciliation EUR '000
2017
Earnings before tax 357,403
Calculated income tax expense
. 89,351
(25% of earnings before tax)
Tax—f'ree income and tax allowances (2.734)
(particularly research allowance)
Non-deductible expenses, withholding taxes
- . 2,948
and similar permanent differences
Income from investments accounted for using (821)
the equity method
Effect of different tax rates (3,467)
Changes in tax rates (4,561)
Tax income from prior periods (154)
Exchange rate differences resulting from the
translation of deferred tax items from local into 433
functional currency
Change in unrecognized deferred tax assets from
loss carryforwards, tax credits and other temporary (7,166)
differences
Tax effect from puttable non-controlling interests 1,574
Other 280
Effective income tax expense 75,683

The “tax income from prior periods” includes a tax liability of
EUR 386 thousand (2017: tax credit of EUR 217 thousand) from
the tax group with B&C Group (also see note 40).

Lenzing AG and the Austrian subsidiaries of the Lenzing Group
are subject to an income tax rate of 25 percent (December 31,
2017: 25 percent). The income tax rates for foreign companies
range from 11 percent to 34 percent (December 31, 2017: from
16.5 percent to 30.9 percent).

Note 17. Earnings per share

Earnings per share are calculated as follows:

Earnings per share EUR'000
2017

Net profit for the year attributable to shareholders

of Lenzing AG used in the calculation of earnings 277,978

per share

Weighted average number of shares 26,550,000
EUR

Diluted = basic 10.47

The bonus agreement, which was previously recorded under
share-based payments, was reclassified in December 2017 to
other long-term employee benefits as defined in IAS19 (see
note 40). Therefore, there were no related effects on diluted
earnings per share.
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Notes to the Consolidated Statement of Financial Position,
the Consolidated Statement of Comprehensive Income and

the Consolidated Statement of Changes in Equity

Note 18. Intangible assets

Development

Intangible assets developed as follows:

Development of intangible assets

2018

EUR '000

Cost

Concessions, industrial
property rights, licenses
and similar rights

Total

As at 01/01/2018

Currency translation adjustment

Additions

19,875

®)

124,343

3,434

Disposals

2,896

3,204

As at 31/12/2018

Accumulated amortization

(402)

(402)

As at 01/01/2018

Currency translation adjustment

22,361

130,579

Amortization

(15,649)

(103,982)

(3,503)

Impairment

(1,672)

(2,157)

Disposals

0

0

As at 31/12/2018

Carrying amount 01/01/2018

398

398

Carrying amount 31/12/2018
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(16,915)

4,226

(109, 245)

20,361

5,446

21,334



Development of intangible assets (previous year)

2017

Cost

Concessions, industrial
property rights, licenses
and similar rights

As at 01/01/2017

Currency translation adjustment

Additions

17,270

(14

Disposals

2,901

As at 31/12/2017

Accumulated amortization

(282)

As at 01/01/2017

Currency translation adjustment

19,875

Amortization

(14,729)

14

Impairment

(1,216)

Disposals

0

As at 31/12/2017

Carrying amount 01/01/2017

282

Carrying amount 31/12/2017

(15,649)

2,541

4,226

EUR'000

Total

130,966

(9,980)

3,639
(282)

124,343

(112,668)

10,293
(1,669)
(221)

282
(103,982)

18,298

20,361
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The revaluation option was not exercised. Amortization is calcu-
lated according to the straight line method based on the estimat-
ed useful lives. The estimated useful lives of the major asset clas-
ses are as follows:

Useful lives for intangible assets

Years

Software/computer programs 3to4
Licenses and other intangible assets

Purchased 41025

Internally generated 7to 15

Research and development expenses

The Lenzing Group incurred research and development expenses
(calculated in accordance with IFRS) of EUR 27,650 thousand in
2018 (2017: EUR 28,282 thousand).

Impairment tests of intangible assets, property,
plant and equipment and cash-generating units
(CGUs)

If there is an indication of impairment in accordance with IAS 36,
intangible assets and items of property, plant and equipment as
well as cash-generating units (CGUs) are tested for impairment. A
qualitative analysis is performed at the reporting dates for all
consolidated financial statements and interim consolidated finan-
cial statements to determine whether there are any indications of
impairment or any material year-on-year changes in impaired
CGUs. This analysis is based on criteria defined by the manage-
ment of Lenzing AG. Intangible assets and property, plant and
equipment allocated to a CGU that includes goodwill are also
tested during the annual impairment testing of goodwill. The
CGUs in the Lenzing Group represent, above all, the individual
production sites.

The Lenzing Group initially determines the recoverable amount
based on the applicable fair value less costs of disposal. The fair
value less costs of disposal is derived from budgets and cash flow
forecasts which are prepared on a post-tax basis and approved
by the Management Board for the next five years. Based on the
assumptions used in the previous year, a perpetual yield that
includes a sustainable long-term growth rate of 1.0 percent (2017:
of 0.9 percent to 1.2 percent) is applied after the detailed planning
period. The estimate for the sustainable long-term growth rate
generally equals half of the inflation rate expected in the relevant
country during the next few years, as projected by an international
economic research agency. This value usually tends to offset
general inflation. The planned/projected cash flows are discount-
ed to their present value with a discounted cash flow method. Fair
value measurement is classified in full as level 3 of the fair value
hierarchy because key input factors (in particular, cash flows)
cannot be observed on the market. The applied discount rate is
calculated on an individual basis using the capital asset pricing
model (CAPM) and represents a composite figure (weighted
average cost of capital — WACC) that combines the average
interest rate for debt and the anticipated return on equity em-
ployed. After-tax WACCs ranging from 6.9 percent to 7.4 percent
were used in 2018 (2017: 7.0 percent to 8.0 percent).

The WACCs were, for the most part, determined on the basis of

externally available capital market data for comparable compa-
nies (in particular, to determine the risk premium). The planning
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and forecasts of free cash flows are based, above all, on internal
and external assumptions for the expected development of selling
prices and volumes (especially for fibers and cellulose) and the
related costs (in particular, raw materials like cellulose, wood and
energy plus labor and taxes), including the expected market envi-
ronment and market positioning. Other input factors include
anticipated investments and the changes in working capital.
These internal assumptions are based on past experience, current
operating results and the assessment of future developments.
They are supplemented by external market assumptions such as
sector-specific market studies and economic outlooks.

No impairments of CGUs in accordance with IAS 36 were recog-
nized in the 2018 and 2017 financial years.

Impairment test of the CGU Fiber Site China

The carrying amounts of the intangible assets and property, plant
and equipment of the CGU Fiber Site China impaired in previous
years totaled EUR 42,944 thousand at December 31, 2018 (De-
cember 31, 2017: EUR 46,991 thousand). This amount includes
accumulated impairment losses of EUR 25,016 thousand (Decem-
ber 31, 2017: 31,311 thousand) from the previous impairment tests.

Due to an indication of impairment in accordance with IAS 36, the
recoverable amount of the CGU Fiber Site China was determined.
The recoverable amount showed sufficient coverage of the carry-
ing amounts. The carrying amounts would increase (decrease) in
particular if planned EBITDA, the long-term growth rate of per-
petual yield increases (decreases) or the weighted average cost of
capital (WACC) decreases (increases). In the event of an increase
(decrease) in planned EBITDA by 1 percent, the recoverable
amount determined would increase (decrease) by EUR 1,749
thousand. In the event of an increase (decrease) of the long-term
growth rate of the perpetual yield by 0.1 percent, the recoverable
amount will increase by EUR 1,878 thousand or decrease by EUR
1,822 thousand. If the weighted average cost of capital (WACC)
decreases (increases) by 0.25 percent, the recoverable amount
will increase by EUR 6,646 thousand or decrease by EUR 6,144
thousand.

Impairment test of the CGU Fiber Site
Indonesia

Due to an indication of impairment in accordance with IAS 36, the
recoverable amount of the CGU Fiber Site Indonesia was deter-
mined. The recoverable amount showed sufficient coverage of
the carrying amounts.

Impairment test of the CGU Fiber Site USA

The Management Board of Lenzing AG decided to temporarily
stop the construction of additional lyocell capacities in Mobile,
Alabama, USA. The CGU Fiber Site USA was subsequently tested
for impairment. No impairment was determined.

Due to the construction stop, the Management Board also as-
sessed potential uncertainties regarding future usability when
resuming the project. Consequently, assets under construction
were identified for which both the fair value less cost of disposal
and the value in use were estimated to be lower than the carrying
amount, and an impairment loss of EUR 8,623 thousand was
recognized.



Goodwill and trademark rights with indefinite
useful lives

Goodwill was allocated to the following segments/cash-
generating units (CGUs) as at the reporting date:

Goodwill by segment/CGU EUR'000
31/12/2017

Segment Fibers
CGU Pulp Site Czech Republic 10,343
Other CGUs 3,333
Total 13,676

The recoverable amount of the largest CGU with goodwill — the
CGU Pulp Site Czech Republic — in 2018 was determined on the
basis of fair value less costs of disposal. The measurement of fair
value is classified in full under level 3 of the fair value hierarchy.
The following individual assumptions from the most recent im-
pairment tests were used for annual testing:

Sensitivity analysis of assumptions for impairment testing

CGU Pulp Site Czech Republic

Operating margin

Long-term growth rate of perpetual yield

After-tax discount rate (WACC)

Sensitivity analysis of assumptions for impairment testing (previous year)

CGU Pulp Site Czech Republic

Operating margin

Long-term growth rate of perpetual yield

After-tax discount rate (WACC)

Assumptions for impairment testing of the largest CGU to

which goodwill was allocated
2017
financial year

CGU Pulp Site Czech Republic

Average annual operating margin in planning

18.4%
period *
Long-term growth rate of perpetual yield 0.9%
After-tax discount rate (WACC) 8.0%

The detailed planning period for the CGU Pulp Site Czech Repub-
lic covers five years. The average revenue growth during this
period equals 1.0 percent per year (2017: 1.9 percent per year).

The estimated fair value less costs of disposal of the CGU Pulp
Site  Czech Republic exceeds the carrying amount by
EUR 369,782 thousand (2017: EUR 75,534 thousand). This esti-
mate is considered appropriate, but corrections may be required
if there are changes in the underlying assumptions or circum-
stances. The following table shows a sensitivity analysis with
hypothetical scenarios for the key assumptions as well as the
possible changes in value as at the reporting date which, if they
occurred, would result in the recoverable amount equaling the
carrying amount of the CGU plus goodwill.

Change in values relating to key assumptions
for which the recoverable amount would
equal the carrying amount

minus 14.1 percentage points

minus 25.4 percentage points

plus 9.9 percentage points

Change in values relating to key assumptions
for which the recoverable amount would
equal the carrying amount

minus 3.8 percentage points

minus 3.8 percentage points

plus 2.4 percentage points
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Note 19. Property, plant and equipment

Development

Property, plant and equipment developed as follows:

Development of property, plant and equipment

EUR'000

2018

Technical equipment and
machinery, factory and
office equipment

Total

Cost

As at 01/01/2018

Currency translation adjustment

2,531,057

17,722

3,281,082

24,530

Additions

105,329

262,962

Disposals

(22,237)

(22,975)

Reclassifications

95,195

0

As at 31/12/2018

Accumulated depreciation

2,727,067

3,545,599

As at 01/01/2018

Currency translation adjustment

(1,641,168)

(11,894)

(1,913,884)

(12,707)

Depreciation

(120,075)

(136,373)

Impairment

(89)

(8,711)

Disposals

20,969

21,417

As at 31/12/2018

Carrying amount 01/01/2018

(1,752,257)

889,889

(2,050,259)

1,367,197

Carrying amount 31/12/2018

68 Annual Financial Report 2018 Lenzing Group

974,810

1,495,340



Development of property, plant and equipment (previous year)

2017

Cost

Technical equipment and
machinery, factory and
office equipment

As at 01/01/2017

Currency translation adjustment

Additions

2,508,578

(61,606)

Disposals

51,170

Reclassifications

(10,771)

As at 31/12/2017

Accumulated depreciation

43,686

As at 01/01/2017

Currency translation adjustment

2,531,057

Depreciation

(1,574,905)

40,293

Impairment

(116,981)

Disposals

0

As at 31/12/2017

Carrying amount 01/01/2017

10,425

Carrying amount 31/12/2017

(1,641,168)

933,672

889,889

EUR'000

Total

3,116,521

(78,551)

254,702

(11,590)

0o

3,281,082

(1,837,614)

45,690

(132,662)

o}

10,702

(1,913,884)

1,278,907

1,367,197
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Depreciation is calculated according to the straight-line method
based on the estimated useful lives. The estimated useful lives of
the major asset classes are as follows:

Useful lives for property, plant and equipment

Years
Land use rights 30 to 99
Buildings 10 to 50
Fiber production lines 10 to 15
Energy production plants 10 to 25
Other machinery 4 to 20
Vehicles 4 to 20
Office equipment and other fixtures and fittings 4 to 15
IT hardware 3 to 10

If the cost of certain components of an item of property, plant
and equipment — measured against the total cost of the item of
property, plant and equipment — is significant, such components
are accounted for separately and depreciated on a straight-line
basis over their expected useful life, unless in exceptional cases
another depreciation method is better suited for the usage pat-
tern. A component is considered to be material when its cost
exceeds a certain defined threshold. Costs incurred subsequently
to add, replace part of or service an item of property, plant and
equipment are capitalized provided that based on the component
approach they represent the replacement of parts of an entity and
the costs can be reliably measured. The carrying amount of a
replaced component is derecognized.

All items of property, plant and equipment are tested for impair-
ment in accordance with IAS 36 if there are any indications that
these assets may be impaired (see note 18 for details).

Pledges of property, plant and equipment and
other collateral security or restrictions on title
encumbering property, plant and equipment
Property, plant and equipment also includes assets obtained
through finance leases (see note 38). Collateral security in the
form of property, plant and equipment has also been provided for
Group borrowings (see note 29). The carrying amount of property,
plant and equipment pledged to secure financial liabilities totaled
EUR 0 thousand (December 31, 2017: EUR 215,607 thousand).
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Capitalization of borrowing costs

Borrowing costs of EUR 2,569 thousand for property, plant and
equipment were capitalized in 2018 (2017: EUR 1,592 thousand).
The applied cost of debt equaled 1.81 percent (2017: 2.5 percent).

The Lenzing Group defines qualifying assets as construction
projects or other assets that require at least twelve months to be
ready for their intended use or sale. The required entries are rec-
orded under “own work capitalized” and the respective asset
account, while depreciation is recorded under “amortization of
intangible assets and depreciation of property, plant and equip-
ment”. All other borrowing costs are expenses in the period in-
curred and reported under financial result.

Note 20. Investments accounted for
using the equity method

Investments accounted for using the equity method comprise the
following:

Carrying amounts of investments accounted for using the equity

method EUR '000

31/12/2018 31/12/2017
EQUI-Fibres Beteiligungsgesellschaft mbH (EFB) 1,629 2,871
LD Florestal S.A. (LDF) 6,834 0
PT Pura Golden Lion (PGL) 3,656 3,598
Other associates 1,154 1,865
Joint ventures 93 88
Total 13,367 8,422

The major investments accounted for using the equity method
include, in particular, the investment in EQUI-Fibres Be-
teiligungsgesellschaft mbH (EFB), Kelheim, Germany, which is
assigned to the Segment Fibers. For the strategic importance of
the other investments accounted for using the equity method and
their relationship with the Lenzing Group see note 40.



Investments accounted for using the equity method developed as follows:

Development of the carrying amounts of investments accounted for using the equity method

2018

Other associates

As at 01/01

5,463

Addition to carrying amount due to initial consolidation

7,000

Result from remeasurement of investments accounted for using
the equity method

(19)

Share in profit or loss of investments accounted for using the
equity method

(540)

Other comprehensive income — remeasurement of defined
benefit liability and other

Other comprehensive income — foreign currency translation
differences arising during the year

(219)

Distributions

(40)

As at 31/12

11,645

Development of the carrying amounts of investments accounted for using the equity method (previous year)

2017

Other associates

As at 01/01

5,630

Result from remeasurement of investments accounted for using
the equity method

0

Share in profit or loss of investments accounted for using the
equity method

121

Other comprehensive income — remeasurement of defined
benefit liability and other

Other comprehensive income — foreign currency translation
differences arising during the year

(247)

Distributions

(40)

As at 31/12

5,463

EUR '000

Total

8,422
7,000

(1,357)

(440)

(220)

(40)
13,367

EUR '000

Total

12,737

0

983

(12)

(246)

(5,040)
8,422
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In December 2017, a subsequent gain of EUR 3,037 thousand was
recognized on the partial sale of EFB.

In the 2018 financial year an impairment loss of EUR 1,339 thou-
sand was recognized on the carrying amount of the investment in
EFB. This impairment was necessary due to the reduced earning
power and uncertainties, in particular after a fire at the plant. The
recoverable amount was determined on the basis of a discounted
cash flow method. The forecasts of free cash flows of EFB and
the buyer were based, in particular, on information, knowledge
and internal assumptions about sales prices and quantities ex-
pected in the future and production volumes of fibers as well as
the necessary related costs (in particular pulp and energy) taking
into account the expected market environment and the market
positioning.

Moreover, an impairment of EUR 7,797 thousand was recognized
on the outstanding purchase price receivables and non-current
loans due from the buyer (and its subsidiaries) due to the in-
creased credit default risk (see note 37, credit risk). The carrying
amounts of the outstanding purchase price receivables and non-
current loans due from the buyer (and its subsidiaries) total EUR
7,643 thousand as at December 31, 2018 (December 31, 2017: EUR
13,028 thousand) and are reported under financial assets. They
carry interest at a normal bank interest rate.

The Lenzing Group holds a lien on the remaining shares of EFB. In
addition, there is a non-current earnings-related component of
the purchase price, which is dependent on the company’s future
business development and is reported under other non-current
assets at the discounted present value of EUR 1,959 thousand as
at December 31, 2018 (December 31, 2017: EUR 4,371 thousand).
Moreover, the buyer was granted a credit line of up to EUR 13,198
thousand (December 31, 2017: EUR 19,486 thousand), which can
be utilized up to December 31, 2025 at the latest in the event of
adverse changes in the framework conditions for EFB on the
market. The credit line had not been used as at December 31,
2018 and in the previous year as at December 31, 2017.

The Lenzing Group held 20 percent of capital and voting rights as
at December 31, 2018 (December 31, 2017: 20 percent). The core
business of EFB, which is not publicly listed, is the production and
marketing of botanic cellulosic fibers. The relations between the
Lenzing Group and this company are described in note 40.
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The following table provides summarized financial information on
EFB in accordance with IFRS (100 percent):

Summarized financial information on EFB EUR'000
31/12/2017
Non-current assets 85,829
Current assets 59,572
Equity 27,899
Non-current liabilities 58,622
Current liabilities 58,881
2017
Revenue 182,046
Earnings before tax (EBT) 6,693
Total comprehensive income 4,213
Thereof net profit for the year (from continuing 4.972
operations) :
Thereof other comprehensive income (from (60)

continuing operations)

The reconciliation of equity to the carrying amount of the invest-
ment in EFB is as follows:

Reconciliation of equity to carrying amount of the investment in

EFB EUR '000

31/12/2017
Equity 27,899
Thereof:

Group’s interest (20%; previous year: 20%) 5,580
Consolidation and other effects (63)
Impairment (2,646)
Carrying amount 2,871

Investments accounted for using the equity method represent
investments in associates and joint ventures. The investments in
associates represent shares in companies in which the Lenzing
Group can exert significant influence over financial and operating
policies. Joint ventures are joint arrangements managed by the
Lenzing Group together with one or more partners, whereby the
Lenzing Group has rights to the net assets of the arrangement.

Note 21. Financial assets

Financial assets comprise the following:

Financial assets EUR'000

31/12/2017
Non-current securities 18,785
Other equity investments 1,562
Originated loans 16,095
Total 36,442




Non-current securities are classified as follows:

Non-current securities by asset class EUR'000

Market value Market value

31/12/2018 31/12/2017
Government bonds 5,886 5,579
Other securities and book-entry securities
. . 14,190 13,206
(primarily shares)
Total 20,076 18,785

The Lenzing Group has designated equity instruments of a fair
value of EUR 19,772 thousand as measured at “fair value through
other comprehensive income” as at December 31, 2018. Non-
current securities measured at fair value through other compre-
hensive income and other equity investments include shares in
companies in which a share of less than 20 percent is held. The
option to recognize these equity instruments at fair value through
other comprehensive income was exercised based on the intent
to hold these instruments in the long term. The other equity in-
vestments as at December 31, 2018 consist primarily of the EUR
6,682 thousand (December 31, 2017: EUR 1,050 thousand) in-
vestment in LP Beteiligungs & Management GmbH, Linz. In the
2018 financial year there was a dividend payout of LP Beteiligungs
& Management GmbH, which amounted to EUR 111 thousand.

Note 22. Other non-current assets

Other non-current assets are classified as follows:

Other non-current assets EUR'000
31/12/2018 31/12/2017
Caratees s o i v - G
Other non-current non-financial assets (particularly
from other taxes) 1,913 3,568
Total 4,754 8,933
Note 23. Inventories
Inventories include the following components:
Inventories EUR'000
31/12/2018 31/12/2017
Raw materials and supplies 229,527 209,400
Work in progress 3,409 2,503
Finished goods and merchandise 158,125 122,658
Prepayments 5,426 5,495
Total 396,487 340,056

Raw materials and supplies consist primarily of wood for pulp
production, pulp and chemicals for cellulose fiber production and
various incidentals. The cost of raw materials and supplies is
calculated using the weighted average cost method. Finished
goods and work in progress include cellulose fibers, sodium
sulfate, acetic acid, furfural and products in the Segment Lenzing
Technik.

Write-downs totaling EUR 9,683 thousand were recognized to
inventories in 2018 (2017: EUR 4,383 thousand). The carrying
amount of inventories measured at their net realizable value
equaled EUR 254,189 thousand (December 31, 2017: EUR 155,395
thousand). Expenses for inventories, which are included in the
cost of material totaled EUR 147,990 thousand (2017:
EUR 1,112,348 thousand). The carrying amount of inventories
pledged to secure financial liabilities amounted to EUR O thou-
sand (December 31, 2017: EUR 88,102 thousand).

Note 24. Trade receivables

Trade receivables comprise the following:

Trade receivables EUR'000

31/12/2018 31/12/2017
Trade receivables (gross) 313,251 304,654
Bad debt provisions (13,605) (11,884)
Total 299,645 292,770

All trade receivables are classified as current assets. Additional
information on trade receivables is provided in note 35 (“Factor-
ing“) and note 37 (“Credit risk®).

Note 25. Contracts with customers
over satisfied time

Contracts with gross amount due from customers EUR'000

2018 2017
As at 01/01 418 1,482
Revenue 1,418 3,672
Advances received 1) (1,231)
Completed contracts (1,821) (3,406)
As at 31/12 14 418
Contracts with gross amount due to customers EUR'000

2018 2017
As at 01/01 (776) (1,458)
Revenue 1,694 3,220
Advances received (570) (744)
Completed contracts (538) (1,794)
As at 31/12 (190) (776)

The requirements for recognition of revenue over time are given
on a regular basis for customer contracts in the Segment Lenzing
Technik since the Lenzing Group has no alternative use for cus-
tomer-specific products and it has an enforceable right to pay-
ment for performance completed to date.

If progress can be reliably estimated for customer contracts satis-
fied over time, revenue and costs are recognized in accordance
with the progress made on the reporting dates (percentage-of-
completion method). Progress is determined by an input method
based on the ratio of contract costs incurred by the reporting
date to the estimated total contract costs (cost-to-cost method).
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Note 26. Other current assets

Other current assets comprise the following:

Other current assets EUR '000
31/12/2018 31/12/2017
Other current financial assets
Derivatives not yet settled (open positions) 2,359 12,370
Receivables relating to the divestiture of an
investment g 1,385
Recharging of maintenance services 6,060 5,640
Receivables from grant commitments 3,350 3,584
Other 8,223 11,686
Total 19,992 34,665
Other current non-financial assets
Receivables from other taxes and duties 53, 5L, 59,211
Advance payments made 4,593 2,305
Emission certificates 8,111 6,823
Prepaid expenses 4,772 4,017
Other 1,361 540
Total 72,389 72,896
Total 92,380 107,562

Note 27. Equity

Share capital and capital reserves

The share capital of Lenzing AG totaled EUR 27,574,071.43 as at
December 31, 2018 (December 31, 2017: EUR 27,574,071.43) and is
divided into 26,550,000 zero par value shares (December 31, 2017:
26,550,000 shares). The proportion of share capital attributable to
one share equals roughly EUR 1.04. Each ordinary share represents
an equal interest in capital and conveys the same rights and obliga-
tions, above all the right to a resolved dividend and the right to vote
at the Annual General Meeting. The issue price of the shares is fully
paid in. No other classes of shares have been issued.

The Annual General Meeting on April 12, 2018 authorized the
Management Board — while at the same time canceling the reso-
lutions regarding this matter of the Annual General Meeting of
April 22, 2015 — subject to the approval of the Supervisory Board,
to increase share capital by up to EUR 13,787,034.68 through the
issue of up to 13,274,999 zero par value shares (“authorized capi-
tal”) — also in tranches — in exchange for cash and/or contri-
butions in kind, within five years from entry in the commercial
register. This authorized capital was recorded in the commercial
register on May 23, 2018.

In addition, a resolution of the Annual General Meeting on April
12, 2018 authorized the Management Board — while at the same
time canceling the resolutions regarding this matter of the Annual
General Meeting of April 22, 2015 — to issue, subject to the ap-
proval of the Supervisory Board, convertible bonds by April 12,
2023 in one or several tranches that grant or provide for the sub-
scription or conversion right or a subscription or conversion obli-
gation for up to 13,274,999 shares of the company (“contingent
capital”). They can be serviced through the contingent capital
and/or treasury shares.
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The Annual General Meeting on April 12, 2018 also authorized the
Management Board — while at the same time canceling the reso-
lutions regarding this matter of the Annual General Meeting of
April 20, 2016 and subject to the approval of the Supervisory
Board — to purchase treasury shares of the company for a period
of 30 months starting on the day of the resolution. The treasury
shares acquired by the company may not exceed 10 percent of
the company’s share capital. The equivalent to be paid for the
repurchase must be within a range of +/-25 percent of the
weighted average closing price of the last 20 stock exchange
days prior to the start of the corresponding repurchasing program
of the Lenzing share. The Management Board was also authorized
to withdraw repurchased treasury shares without any further
resolution by the Annual General Meeting subject to the approval
of the Supervisory Board (including the authorization of the Su-
pervisory Board to adopt changes to the articles of association
resulting from withdrawing the shares), or to resell them and to
determine the conditions of sale. This authorization can be exer-
cised in full, in part and in pursuit of one or several objectives by
the company, by a subsidiary (Section 189a no. 7 of the Austrian
Commercial Code) or by third parties for the company’s account.
In addition, the Management was authorized for a period of five
years from the date of the resolution to adopt the sale of treasury
shares in any manner permitted by law other than through the
stock exchange or public offer, also excluding shareholders’ re-
purchasing rights (subscription rights), and to determine the con-
ditions of sale.

The Management Board did not utilize the authorizations in place
on or up to December 31, 2018 to increase share capital, issue
convertible bonds or repurchase treasury shares during the 2018
financial year.

The capital reserves represent appropriated reserves of Len-
zing AG that may only be used to offset an accumulated loss by
Lenzing AG. These reserves were created from the inflow of
funds received by Lenzing AG from shareholders in excess of
share capital.

Other reserves

Other reserves include all accumulated other comprehensive
income and consist of the foreign currency translation reserve, the
reserve for financial assets measured at fair value through other
comprehensive income (December 31, 2017: reserve for available-
for-sale financial assets), the hedging reserve and actuarial
gains/losses.



The amounts attributable to the components of other compre-
hensive income in 2018 and 2017 include the following:

Other comprehensive income EUR '000
2018 2017
Before tax After tax
Consolidated subsidiaries ‘ (42,263) (42,263)
Investments accounted for using the equity method ‘ (246) (246)
Forei
oreign currency (42,509) (42,509)
translation reserve
Financial assets measured at fair value through 2.039
other comprehensive income' ’
Consolidated subsidiaries 10,057
Investments accounted for using the equity method 0
Hedging reserve 10,057
Consolidated subsidiaries 962
Investments accounted for using the equity method (12)
Actuarial gains/losses 950
Total (25,576) (29,463)
1) Was classified under IAS 39 (Financial Instruments: Recognition and Measurement) as “available-for-sale financial assets” in the previous year.
The reserve for hedging cash flows (hedging reserve) developed ~ Retained earnings
as follows: Retained earnings comprise the following:
Changes in the hedging reserve EUR '000 Retained earnings EUR '000
2017 31/12/2017
Gains/losses recognized in the reporting period Unappropriated revenue reserves of Lenzing AG
from the valuation of cash flow hedges under Austrian law (Austrian Commercial Code — 470,809
From forward foreign exchange contracts 21,493 6UGB)
21,493 Accumula'ted profits of !_enzing AG"under Austrian 132,750
law (Austrian Commercial Code — 8UGB)
e . Retained earnings of the subsidiaries, including the
Reclassification to profit or loss of amounts . . .
relating to cash flow hedges effect of adjusting the financial statements of 719 876
9 9 Lenzing AG and its subsidiaries from local !
From forward foreign exchange contracts (8,718) regulations to IFRS
From other derivatives 185 Total (excl. other reserves) 1,316,434
(8,533)
Total 12,960 The unappropriated revenue reserves of Lenzing AG can be

The above amounts from the reclassification to profit or loss of
cash flow hedges from forward foreign exchange contracts are
reported primarily under revenue as part of earnings before inter-
est and tax (EBIT). The above amounts from the reclassification to
profit or loss of cash flow hedges from other derivatives are re-
ported under financial result.

released at any time and distributed to shareholders as part of
accumulated profits. Austrian law only permits the distribution of
dividends from accumulated profits as stated in the approved
annual financial statements of the parent company prepared in
accordance with the Austrian Commercial Code.
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The following dividends were approved by the Annual General
Meeting and paid to the shareholders of Lenzing AG:

Dividends of Lenzing AG resolved
and paid

Number of Dividend per
shares share

26,550,000

Total

Dividend for the financial year 2017
resolved at the Annual General
Meeting on April 12, 2018 (payment
as of April 18, 2018)

Dividend for the financial year 2016
resolved at the Annual General
Meeting on April 25, 2017 (payment
as of May 2, 2017)

26,550,000

The Management Board proposes the following use of accumu-
lated profits for 2018 as stated in the annual financial statements
of Lenzing AG, which were prepared in accordance with the
Austrian Commercial Code:

Proposal on the appropriation of accumulated profits for 2018 EUR '000

Lenzing AG closed the 2018 financial year with profit under Austrian
law (BUGB) of

The allocation to (unappropriated) revenue reserves of

results in accumulated profit of

The Management Board proposes the following appropriation of the
accumulated profit:

Distribution of a EUR 5.00 dividend per share on eligible share capital
of EUR 27,574,071.43 or 26,550,000 shares

Amount carried forward to new account

The dividend shown in the above proposal is subject to approval
by the shareholders at the Annual General Meeting and is there-
fore still included in equity as at the reporting date.

Non-controlling interests

Non-controlling interests represent the investments held by third
parties in consolidated group companies. The group companies
with non-controlling interests are listed in note 43 under “Consol-
idated companies”. These are companies in which the Lenzing
Group holds a share of less than 100 percent and which are not
reported under puttable non-controlling interests.

Non-controlling interests in equity included PT South Pacific
Viscose (SPV), Purwakarta, Indonesia, which is assigned to the
Segment Fibers. The non-controlling interests in SPV totaled
EUR 31,648 thousand as at December 31, 2018 (December 31,
2017: EUR 31,019 thousand). As at December 31, 2018, non-
controlling shareholders held 11.92 percent (December 31, 2017:
11.92 percent) of the capital and voting rights in SPV, which is not
publicly listed. The core business of SPV is the production and
sale of botanic cellulose fibers.
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The following table provides summarized financial information on
SPV in accordance with IFRS (100 percent):

Summarized financial information on SPV EUR '000
31/12/2017
Non-current assets 224,687
Current assets 173,201
Equity 260,226
Ther‘eof equity attributable to shareholders of 229,207
Lenzing AG
Th f i i | - i
' ereof equity attributable to non-controlling 31,010
interests
Non-current liabilities 44,134
Current liabilities 93,528
2017
Revenue 499,943
Earnings before tax (EBT) 41,011
Total comprehensive income (6,350)
Thereof net profit for the year 29,937
Net profit for th ttributable t
et profit for eyeara ributable to 26.369
shareholders of Lenzing AG
Net profit for the year attributable to non- 3.560
controlling interests ’
Thereof other comprehensive income (36,287)
Other comprehensive income attributable to
P A (31,962)
shareholders of Lenzing AG
Other compTehe'nsive income attributable to (4.325)
non-controlling interests
Cash flow from operating activities 34,087
Cash flow from investing activities (20,568)
Cash flow from financing activities (21,994)
Change in cash and cash equivalents (8,476)
Dividends paid to non-controlling interests 102



Changes to the non-controlling interests in controlled subsidiaries
due to the purchase or sale of shares by the Lenzing Group with-
out the loss of control are reported on the consolidated statement
of changes in equity. The effects on non-controlling interests are
shown below:

Effects of the acquisition and disposal of further shares in

controlled subsidiaries EUR 000
2018 2017

Lenzing Modi Fibers India Private Limited 1 1

(2018: +0.02%, 2017: +0.01%)

Increase (+)/decrease (-) of non-controlling q N

interests in equity

The following shares of other comprehensive income are attribut-
able to non-controlling interests in the subsidiaries of Lenzing AG:

Other comprehensive income attributable to non-controlling

. EUR'000
interests
2018 2017
Items that will not be reclassified subsequently to
profit or loss
Remeasurement of defined benefit liability 166 (190)
| t lating to th ts of oth
ncome tax rfaa }ng o these components of other (a1) 47
comprehensive income
Items that may be reclassified to profit or loss
Foreign operations — foreign currency translation
. . . 1,445 (4,197)
differences arising during the year
Other comprehensive income - net of tax 1,569 (4,340)

Note 28. Government grants

The amount accrued under this item resulted primarily from
grants for the promotion of investments in economically underde-
veloped regions, for investments in environmental protection and
for general investment support.

Government grants of EUR 13,007 thousand focussing primarily
on support for research activities were recognized to profit or loss
in 2018 (2017: EUR 7,197 thousand). Any conditions attached to
the grants were fulfilled and repayment, in full or in part, is there-
fore considered unlikely.

Government grants also included EUR 6,263 thousand of emis-
sion certificates as at December 31, 2018 (December 31, 2017:
EUR 5,093 thousand). In accordance with Directive 2003/87/EC
of the European Parliament and the European Council on a sys-
tem for trading greenhouse gas emission certificates, a total of
394,144 emission certificates were allocated free of charge to the
relevant companies in the Lenzing Group for 2018 through nation-
al allocation plans (2017: 402,651 emission certificates).

Emission certificates are capitalized at fair value on the allocation
date. The difference between the fair value and the purchase
price paid by the company for the emission certificates is record-
ed under government grants. At the end of each reporting period,
a provision is recognized for the certificates used up to that date.
The amount of the provision is based on the recognized asset
value of the certificates if they are covered by certificates held by
the company at this reporting date. If the certificates used exceed
the certificates held, the provision is based on the fair value of the
certificates (to be purchased subsequently) as at the relevant
reporting date. A provision of EUR 760 thousand was recognized
as at December 31, 2018 for the insufficient coverage of emission
certificates (December 31, 2017: EUR 208 thousand).
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Note 29. Financial liabilities

The following table shows the composition of financial liabilities
as at December 31:

31/12/2018

Nominal
value

144,500

Financial liabilities

Private placements

Fixed interest

Floating rate interest

Liabilities to banks

Loans:

Fixed interest

Floating rate interest

Floating rate interest

Operating loans™:

Floating rate interest

Floating rate interest

Floating rate interest

Lease liabilities

Fixed interest

Liabilities to other lenders (miscellaneous)

Fixed interest

Fixed and floating rate interest

Floating-rate interest

Floating-rate interest

Total

Thereof current

Thereof non-current

1) Revolving credit agreements and overdrafts

In the 2010 financial year, the Lenzing Group issued a seven-year
bond with a fixed interest rate of 3.875 percent and a nominal
value of EUR 120,000 thousand. This bond matured on Septem-
ber 27, 2017.

In the 2012 financial year, the Lenzing Group issued private
placements with an issue volume of EUR 200,000 thousand. The
terms cover four and seven years with fixed and floating interest
rates, respectively, as well as a term of ten years with fixed inter-
est. The average term is approximately six years. The Lenzing
Group repaid EUR 40,500 thousand of the existing private place-
ments as scheduled in 2016. In the 2015 financial year, the Lenzing
Group reached an agreement to refinance its private placements
with a corresponding volume increase. Existing private place-
ments of EUR 89,500 thousand were terminated and re-issued at
extended  terms.  Additional  private  placements  of
EUR 60,500 thousand were also issued. Overall these transac-
tions involved the issue of private placements totaling
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31/12/2017 EUR'000
Average Average
effective effective

interest in % interest in %

Nominal
value

173,500 2.6

23,333 3.5

320,000 4.5

EUR 150,000 thousand, which have an average term of seven
years.

In the 2013 financial year, the Lenzing Group issued further private
placements with an issue volume of EUR 29,000 thousand and a
five-year term with fixed interest. The Lenzing Group repaid these
private placements according to plan in December 2018.

The next interest rate adjustment for the floating rate loans and
partially fixed rate loans will take place within the next six months,
depending on the loan agreement. The conditions for loans that
can be utilized multiple times (revolving loans) are fixed for a
certain period and generally carry floating interest rates.

Other loans primarily involve obligations to the Austrian fund for
the promotion of research in industry (“Forschungsférderungs-
fonds der gewerblichen Wirtschaft”) and the ERP fund as well as
loans from non-controlling shareholders.



Of the total reported financial liabilities, EUR O thousand (Decem-
ber 31, 2017: EUR 19,456 thousand) are collateralized by real es-
tate liens and other security and EUR 0 thousand (December 31,
2017: EUR O thousand) are collateralized by receivables. The
financing of the purchase price for the investment in Lenzing
Biocel Paskov a.s. and of expenditures on fixed assets was repaid
during the 2018 financial year. Therefore, the shares are no longer
pledged as of December 31, 2018.

Note 30. Deferred taxes (deferred tax
assets and liabilities) and current
taxes

Deferred tax assets and liabilities relate to the following items on
the statement of financial position:

Deferred tax assets EUR '000
31/12/2017
Intangible assets 1
Property, plant and equipment 7,848
Financial assets 6,634
Other assets 9,954
Provisions 17,120
Investment grants 311
Other liabilities 4,199
Tax loss carryforwards 2,152
Tax credits 1,668
Gross deferred tax assets — before valuation
adjustment 49,887
Valuation adjustment to deferred tax assets (14,324)
Thereof relating to tax loss carryforwards (1,970)
Gross deferred tax assets 35,562
Offsettable against deferred tax liabilities (31,571)
Net deferred tax assets 3,991
Deferred tax liabilities EUR'000
31/12/2017
Intangible assets 451
Property, plant and equipment 70,809
Financial assets 1,640
Other assets 3,001
Special depreciation/amortization for tax purposes 5,543
Provisions 0
Investment grants 532
Other liabilities 2,281
Gross deferred tax liabilities 84,257
Offsettable against deferred tax assets (31,571)
Net deferred tax liabilities 52,685

Information on tax credits is provided in note 16.

Of the total gross deferred tax assets, EUR 15,803 thousand (De-
cember 31, 2017: EUR 12,282 thousand) are due within one year.
Of the total gross deferred tax liabilities, EUR 1,318 thousand
(December 31, 2017: EUR 4,912 thousand) are due within one year.
The remaining amounts are due in more than one year.

Deferred taxes developed as follows:

Development of deferred taxes EUR'000

2017
As at 01/01 (48,862)
Recognized in profit or loss 1,023
Recognized in other comprehensive income (3,887)
First-time adoption of IFRS 9 (financial instruments) 0
Currency translation adjustment 3,031
As at 31/12 (48,694)

The Group held tax loss carryforwards of EUR 14,696 thousand
(December 31, 2017: EUR 9,309 thousand). The existing tax loss
carryforwards can be utilized as follows:

Loss carryforwards (assessment basis) EUR '000
31/12/2017
Total 9,309
Thereof capitalized loss carryforwards 1,061
Thereof non-capitalized loss carryforwards 8,248
Possible expiration of non-capitalized loss
carryforwards
Within 1 year 54
Within 2 years 5,844
Within 3 years 1,235
Within 4 years 62
Within 5 years or longer 202
Unlimited carryforward 851

Net deferred tax assets of EUR 5,080 thousand were recognized
as at December 31, 2018 (December 31, 2017: EUR 3,991
thousand), including EUR 33 thousand (December 31, 2017:
EUR 45 thousand) in group companies that recorded a loss in
2018 or 2017.

Certain loss carryforwards were not capitalized because their
usability is restricted. If all tax loss carryforwards could be utilized
in full, the deferred tax assets on loss carryforwards would total
EUR 3,557 thousand (December 31, 2017: EUR 2,152 thousand)
instead of EUR 153 thousand (December 31, 2017: EUR 182 thou-
sand).

The financial assets and other assets shown under deferred tax
assets in the above table include amounts for outstanding partial
write-downs to investments in accordance with Section 12 Para. 3
no. 2 of the Austrian Corporation Tax Act (“Siebentelab-
schreibung”, the partial write-downs of investments over a period
of seven years for tax purposes) corresponding to a measurement
base of EUR 27,418 thousand (December 31, 2017: EUR 27,320
thousand). Partial write-downs of EUR 1,410 thousand were uti-
lized for tax purposes in 2018 (2017: EUR 1,672 thousand).
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Deferred tax liabilities were not recognized for temporary differ-
ences with a measurement base of EUR 549,784 thousand (De-
cember 31, 2017: EUR 513,474 thousand) in connection with in-
vestments in subsidiaries, joint ventures and associates and the
related proportional share of net assets held by group companies
because these differences are not expected to reverse in the
foreseeable future.

The receivables from current taxes include prepayments made to
foreign taxation authorities. These amounts are recognized when
the recoverability is probable, while valuation adjustments are
made in all other cases.

The corporate tax group established with the B&C Group was
restructured in 2017 and the new head of the group is B&C Hold-
ing Osterreich GmbH, Vienna.

Lenzing AG and the subsidiaries included in the group tax agree-
ment are members of the tax group established on July 20, 2017
between B&C Holding Osterreich GmbH, as the head of the
group, and Lenzing AG and other subsidiaries of Lenzing AG, as
group members, in accordance with Section 9 of the Austrian
Corporation Tax Act.

Group taxation includes the offset of taxable profits and losses
between the group members. The deferred tax assets and de-
ferred tax liabilities of the group members are also offset based
on their joint tax assessment. Future tax liabilities from the offset
of losses from foreign subsidiaries are recognized in the consoli-
dated financial statements without discounting. The group and
tax equalization agreement requires Lenzing AG to pay a tax
allocation equal to the corporate income tax attributable to the
taxable profit of the company and the subsidiaries included in the
tax group. The tax allocation payable by Lenzing AG is reduced by
any domestic and foreign withholding taxes deductible from the
overall group result by the group parent and by any transferred
minimum corporate income taxes.

The tax allocation to be paid by Lenzing AG is also reduced by
any current losses/loss carryforwards caused by the group parent
that can be offset against positive earnings of Lenzing AG’s tax
group in the assessment year. The tax allocation is reduced by 25
percent (2017: 25 percent) of the corporate tax rate (i.e. currently
6.25 percent; 2017: 6.25 percent) applicable to the current loss-
es/loss carryforwards recorded by the head of the tax group that
are offset against positive earnings in an assessment year for the
head of the tax group. Tax losses recorded by Lenzing AG and the
participating subsidiaries are kept on record and offset against
future tax gains. An equalization payment is made as compensa-
tion for any losses that are not offset when the contract is termi-
nated.
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The Lenzing Group includes the effects of uncertain tax positions
in the calculation of current and deferred taxes. Tax claims are
recognized at the expected reimbursement amount in cases
where the claim is sufficiently certain. The tax returns of the Len-
zing Group’s subsidiaries are reviewed regularly by the taxation
authorities. Appropriate provisions have been recognized for
possible future tax obligations based on a number of factors
which include interpretations, commentaries and legal decisions
relating to the respective tax jurisdiction and past experience.
Uncertain tax positions are evaluated on the basis of estimates
and assumptions for future events. New information can become
available in the future that leads the Group to change its assump-
tions regarding the appropriateness of tax positions. Any such
changes will affect tax expense in the period in which they are
identified.

The recoverability of deferred tax assets is generally based on the
positive taxable results expected in the future — after the deduc-
tion of taxable temporary differences — in line with the forecasts
approved by the Management Board. These forecasts are also
used for impairment testing (see, in particular, note 18 under
“impairment tests of intangible assets and property, plant and
equipment” for details). The assessment of unused tax loss car-
ryforwards and tax credits also involves the consideration of
utilization requirements.



Note 31. Provisions
The Lenzing Group’s provisions are classified as follows:

Provisions

EUR '000

Total

31/12/2017
105,389
14,588

119,977

12,729

Provisions for pensions and similar obligations

Pensions and severance payments

Jubilee benefits

Other provisions

Guarantees and warranties

Anticipated losses and other risks

Emission certificates

1,938

Thereof current Thereof non-current

31/12/2017 31/12/2017

6,465 98,924

1,042 13,546

7,507 112,470

:
1,850 10,879

1,938 0

Other 7,374 1,374 6,000
22,705 16,879

Accruals

Personnel expenses (non-financial) 58,211 55,907 2,303

Other (financial) 26,599 26,509 20
84,809 82,416 2,393

Total 227,491 131,742

Provisions for pensions and similar obligations

Pensions and severance payments

The Lenzing Group has entered into obligations for pensions and
severance payments from defined benefit plans, which are re-
ported under provisions for pensions and severance payments,
and from defined contribution plans.

Defined benefit plans (for pensions and
severance payments)

The benefits resulting from the defined benefit plans for pensions
and severance payments are dependent on the final salary or
wage and the length of service. They do not require any contribu-
tions by employees.

The defined benefit pension plans are based on contractual obli-
gations. The Lenzing Group’s most important defined benefit
pension plan is located in Austria. It applies to employees who
joined the Group before January 1, 2000 and decided to remain in
the plan. The claims generally arose after a vesting period of at
least 10 or 15 service years. A retirement age of 58 to 63 years is
assumed for the beneficiaries, depending on their gender. At
present, the plan primarily covers employees who have already
retired. Qualifying insurance policies were recognized as plan
assets in some cases, while coverage for these obligations is also
provided by securities that do not qualify as plan assets.

The Lenzing Group also had a pension plan in Hong Kong. This
defined benefit pension plan applied to employees who joined
the group before January 1, 2000 and decided to remain in the
plan. It was financed chiefly by employer contributions to an
external pension fund. The amount of the employer’s contribu-
tions was redefined every three years after an evaluation of the
plan’s financial position. The claims are settled with a lump sum
payment immediately on occurrence of the insured event. On
occurrence of the insured event the respective claims of all re-
maining beneficiaries were settled in the reporting period and the
plan was terminated.

The defined benefit severance plans are based on statutory obli-
gations and obligations under collective agreements. The Lenzing
Group’s most important defined benefit severance plan is located
in Austria. This plan entitles employees whose employment rela-
tionship is governed by Austrian law and started before January 1,
2003 to a severance payment in specific cases, in particular when
they reach the statutory retirement age and in the event of termi-
nation by the employer (“old severance payment system”). The
amount of the severance payment depends on the employee’s
salary or wage at the termination of employment and on the
length of the employment relationship. There are similar major
defined benefit severance plans in Indonesia and the Czech
Republic, which apply to all employees irrespective of when they
joined the respective company. The defined benefit severance
plans are not covered by assets, but are financed entirely through
provisions.

The defined benefit pension and severance plans are principally

connected with the following risks that influence the amount of
the obligations to be recognized:
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e Investment risk: A decline in the income from plan assets
below the discount rate will result in a plan deficit and an in-
crease in the obligations.

e Interest rate risk: A decrease in the discount rate due to
lower bond interest rates on the capital market will result in
an increase in the obligations.

e Salary and pension trend: An increase in the actual salary
and pension trends over the expected future levels will result
in an increase in the obligations.

e Personnel turnover and departure risk: A decline in the
expected personnel turnover rates will result in an increase in
the obligations.

e Longevity risk: An increase in the life expectancy of the
beneficiaries will result in an increase in the obligations.

The Lenzing Group is also exposed to currency risks in connec-
tion with these plans.

The Lenzing Group takes various steps to reduce the risks from
defined benefit plans. The related measures include, in particular,
the external financing of defined benefit plans with plan assets or
the coverage of obligations with securities that do not qualify as
plan assets and the settlement of existing defined benefit plans
with installment payments. In addition, pension and similar com-
mitments are now only concluded as defined contribution com-
mitments where possible and legally permissible.

The objectives of the investment policy are to create an optimal
composition of plan assets and to ensure sufficient coverage for
the existing claims of participating employees. The investment
strategies (asset allocations) for the plan assets are contractually
regulated. A reinsurance policy was concluded for part of the
claims from the Austrian pension plan and is reported under plan
assets. This policy is a conventional life insurance policy which
invests primarily in debt instruments that reflect the maturity
profile of the underlying claims and are intended to maintain a
high degree of investment security. The Lenzing Group makes no
further contributions to this insurance policy. The pension fund
which served as plan assets to cover the defined benefit plan in
Hong Kong followed an investment policy that was designed to
achieve medium-term to long-term performance above the infla-
tion rate and invested primarily in equity instruments to reach this
goal.

The composition of plan assets by asset class is shown below:

Composition of plan assets EUR '000

31/12/2017
Cash and cash equivalents 48
Equity instruments 1,063
Debt instruments 231
Insurance policies qualifying as plan assets 3,136
Balance 4,478
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The fair values of the abovementioned equity and debt instru-
ments were based on price quotations on an active market. The
fair value of the insurance policy is not determined on an active
market, but corresponds to the reported coverage capital. The
plan assets do not include any financial instruments issued by or
assets used by the Lenzing Group. The fair value of cash and cash
equivalents corresponded to the nominal value as at the reporting
date. The actual return on plan assets totaled EUR 238 thousand
in 2018 (2017: EUR 343 thousand). The net interest expense from
the defined benefit plans (expenses from the accrued interest on
the obligations and the return on plan assets) is reported under
personnel expenses.

The most important actuarial parameters applied to the defined
benefit pension and severance plans are as follows:

Actuarial assumptions for defined benefit pension and severance
plans p. a.in %

Salar Staff
31/12/2018 . Y turnover
increase .
deductions
Austria — pensions 0.0
Austria —
ustria — severance 0.0
payments
Other countries:
Indonesia 1.0-7.5
Hong Kong N/A
Czech Republic 0.7
31/12/2017
Austria — pensions 0.0
Austria —
ustria — severance 0.1-3.5
payments
Other countries:
Indonesia 1.0-7.5
Hong Kong 0.0
Czech Republic 0.3

The major obligations from the defined benefit plans are the
obligations for pensions and severance payments in the Lenzing
Group's Austrian companies. The discount rate for these obliga-
tions was derived from high-quality fixed-income corporate
bonds with at least an AA rating based on an international actu-
ary’s standards. Bonds with significantly higher or lower interest
rates than the other bonds in their risk class (“statistical outliers”)
were not included in the calculation. The currency and terms of
the bonds used to derive the discount rate are based on the
currency and expected terms of the obligations to be settled. The
estimated salary and pension increases, which are also consid-
ered realistic for the future, were derived from the averages of
recent years. Separate employee turnover rates were applied for
each company depending on the composition of the workforce
and the employees’ length of service. The retirement age used for
the calculation is based on the applicable legal regulations. Indi-
vidual, country-specific assumptions were made for each of the
other countries to determine the discount rate, salary increases,
employee turnover rates and retirement age.



The parameters used to calculate the defined benefit pension
plans in Austria included the biometric data from Pagler & Pagler
AVO 2018 P — the calculation base for pension insurance for
salaried employees (December 31, 2017 Pagler & Pagler AVO
2008 P - the calculation base for pension insurance for salaried
employees).

The obligations (carrying amounts) from defined benefit pension
and severance plans (incl. restructuring measures) reported in the
consolidated statement of financial position comprise the follow-
ing:

Development of defined benefit plans

The following biometric data and assumptions are used in other
countries:

e Indonesia: Indonesia mortality table (Tabel Mortalita Indonesia
TMI 2011)
Czech Republic: AVO 2018-P (Pagler & Pagler)
Other: No biometric assumptions were made because of the
low number of beneficiaries.

EUR '000

Present value of pension and
severance payment obligation (DBO)

Balance as at 01/01

Service cost

Current service cost

Past service cost

Net interest

Administrative and other costs

defined h

1 and exp from
recognized on the income statement

fit plans

Remeasurement during the reporting period

On the basis of demographic assumptions

On the basis of financial assumptions

On the basis of experience adjustments

On the basis of income from plan assets, excl.
amounts included in interest income

Remeasurement of defined benefit plans included in
other comprehensive income

Cash flows

Payments made from the plan

Direct payments and contributions by the employer

Excess plan assets

Change in the scope of consolidation and disposal of
other business areas

Currency translation adjustment

Other reconciliation items

Balance as at 31/12

Thereof pensions in Austria

Thereof severance payments in Austria

Thereof pensions and severance payments in other

Carrying amounts of defined benefit

Fair value of plan assets .
pension and severance plans

2017 2017 2017

113,471 4,838 108,633

B ) B
o :
‘ -
) o 0
. ) .
- e (267)
(1,000) 267 (1,267)

(539) (539) 0

.99 60w
) o 0
(1,883) (190) (1,693)

(8,418) (693) (7,724)

109,867 4,478 105,389

26,078 3,136 22,942

1,342 17,116

countries

Sensitivity analyses are performed to evaluate the risk of changes
in the actuarial parameters used to measure the present value of
the obligations from defined benefit plans. These sensitivity anal-
yses show the effects on the present value of the obligations from
hypothetical changes in key parameters that could have reasona-
bly changed as at the reporting date. One parameter was
changed for each analysis, while all other parameters were kept

constant. The sensitivity analyses are based on the present values
of the obligations as at the reporting date before the deduction of
plan assets (gross obligation/DBO).
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The sensitivities of the parameters as at the reporting dates are as
follows:

Sensitivity analysis of the defined benefit pension and
severance payment obligations

Decrease in
parameter/change
in present value of

obligation in EUR
'000

31/12/2018

Discount rate
Salary increase

Pension increase

Sensitivity analysis of the defined benefit pension and
severance payment obligations (previous year)

Decrease in
parameter/change
in present value of

obligation in EUR
'000

31/12/2017

Discount rate
Salary increase

Pension increase

The above sensitivity analyses represent hypothetical changes
based on assumptions. Actual deviations from these assumptions
will result in other effects. In particular, the parameters changed
individually for the analysis may actually correlate with each other.
The deduction of plan assets will lead to a further reduction of the
effects.

The weighted average terms (durations) of the defined benefit
pension and severance payment obligations in years are as fol-

lows:

Weighted average durations of the defined benefit pension and

severance payment obligations Years
31/12/2017
Austria — pensions 9
Austria — severance payments 10-13
Other countries:
Indonesia 9
Hong Kong 7
Czech Republic 9

The Lenzing Group expects contributions of EUR O thousand to
plan assets for the pension and severance plans in the coming
year (2017: EUR 32 thousand).
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Defined contribution plans (for pensions and
severance payments)

The Lenzing Group makes payments to pension funds and similar
external funds for defined contribution pension and severance
plans. The most significant defined contribution pension and
severance plans for the Lenzing Group are located in Austria
(“new severance payment system” and individual contractual
commitments).

The expenses for defined contribution plans are as follows:

Expenses for defined contribution plans EUR '000

2017
Austria — pensions 1,485
Austria — severance payments 1,719
Other countries 2,833
Total 6,037

Provisions for jubilee benefits

Collective agreements require Lenzing AG and certain subsidiar-
ies, particularly in Austria and the Czech Republic, to pay jubilee
benefits to employees who have been with the company for a
certain length of time. In the Austrian companies employees have
the option to convert the jubilee benefits into time credits. No
assets were segregated from the company and no contributions
were made to a pension fund or any other external fund to cover
these obligations. The jubilee benefits do not require any contri-
butions by employees.

The obligations from jubilee benefits for employees (long-service
bonuses) are considered other long-term employee benefits
under IFRS. The net interest expense from jubilee benefits (ex-
penses from the accrued interest on the obligations) is recorded
under personnel expenses. The discount rate applied to the Aus-
trian obligations is similar to the discount rate used for the other
defined benefit plans. Employee turnover rates were determined
separately for each company depending on the composition of
the workforce and employees’ length of service. Individual, coun-
try-specific assumptions were made for the discount rate, em-
ployee turnover rates and salary increases in the other countries.



The main actuarial parameters applied to the obligations for jubi-

lee benefits are as follows:

Actuarial assumptions for the jubilee benefit obligations p. a.
in%

Increase

Czech Republic 3.6
31/12/2017
3.0

Czech Republic

The following table shows the development of the obligation

(provision) for jubilee benefits:

Development of the jubilee benefit obligation (provision)

Balance on 01/01

Service cost

Current service cost

Net interest

Remeasurement during the reporting period

On the basis of demographic assumptions

On the basis of financial assumptions

On the basis of experience adjustments

def

| and exp from d benefit plans
recognized on the income statement

Cash flows

Direct payments by employer

Currency translation adjustment

Other reconciliation items

Balance as at 31/12

EUR '000
2017
14,693

814
216
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Other provisions and accruals

Other provisions and accruals developed as follows:

Development of other provisions and accruals

Currency
2018 translation
adjustment

Other provisions

Guarantees and warranties

Anticipated losses and other
risks

Emission certificates

Other

Accruals

Personnel expenses (non-
financial)

Other (financial)

Total

Development of other provisions and accruals (previous year)

Currency
2017 translation
adjustment

Other provisions

Guarantees and warranties

Anticipated losses and other
risks

Emission certificates

Other

Accruals

Personnel expenses (non-
financial)

Other (financial)

Total (2,290)

1) Incl. accrued interest EUR 97 thousand (2017: EUR 143 thousand).
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EUR '000

Addition

26,558 33,018

(74,126)

EUR '000

Addition

(18,451)

(74,199) 79,923 88,242

24,125 26,509

82,416



The measurement of provisions is based on past experience,
current cost and price information and estimates/appraisals by
internal and external experts. The assumptions underlying the
provisions are reviewed regularly. The actual values may differ
from these assumptions if general conditions develop in contrast
to expectations as at the reporting date. Changes are recognized
in profit or loss when better information is available and the prem-
ises are adjusted accordingly.

The other provisions for guarantees and warranties consist pri-
marily of provisions for warranty risks from the sale of defective
products and guaranteed obligations for the benefit of third par-
ties. Other provisions for anticipated losses and other risks in-
clude, in particular, provisions for obligations from infrastructure
services to be performed and provisions for additional claims
from procurement contracts and for other onerous contracts.
Other provisions for emission certificates comprise the equivalent
value of the emission certificates used.

Miscellaneous other provisions relate primarily to obligations of
EUR 6,000 thousand (December 31, 2017: EUR 6,000 thousand)
for legal disputes and cover, in particular, the provision for legal
proceedings initiated by the Lenzing Group against patent in-
fringements.

Provisions also include accruals. In comparison with provisions in
the narrower sense of the term, accruals are generally certain with
regard to their underlying cause and only involve an insignificant
level of risk concerning their amount and timing. Accruals are
reported separately under the development of provisions.

The accruals for personnel costs consist primarily of liabilities for
short-term claims by active and former employees (in particular,
for unused vacation and compensation time, overtime and per-
formance bonuses).

Other accruals cover, above all, anticipated losses from revenue
reductions/increases in expenses from transactions with custom-
ers and suppliers (in particular, discounts and rebates) and liabili-
ties for the delivery of goods and the performance of services by
third parties which have not yet been invoiced.

The other current provisions and accruals are expected to lead to
an outflow of funds within the next twelve months. The outflow of
funds arising from the long-term portion of other provisions is
dependent on various factors (in particular, guarantee and war-
ranty periods, contract terms and other events):

e The outflow of funds related to the other provisions for guar-
antees and warranties is expected within the next twelve
months.

e The other provisions for anticipated losses and other risks are
expected to lead to an outflow of funds as follows:

Expected outflow of funds in connection with other provisions

(non-current) for anticipated losses and other risks (estimated EUR '000
as of the reporting date)

31/12/2018 31/12/2017
In the 2nd year 1,081 1,842
In the 3rd to 5th year 3,204 3,080
In the 6th to 10th year 5,211 4,982
Thereafter 0 974
Total 9,496 10,879

The exact timing of the outflow of funds related to the miscella-
neous other provisions (legal disputes) is uncertain at the present
time. Previous developments indicate that the outflow of funds is,
in all probability, not to be expected within the next twelve
months.
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Note 32. Other liabilities and trade
payables

Other liabilities consist of the following:

Other liabilities EUR '000
31/12/2017
Other non-current financial liabilities 561
(particularly from derivatives)
Other non-current non-financial liabilities
(particularly partial retirement obligations) 8,254
Total other non-current liabilities 3,815
Other current financial liabilities
Derivatives not yet settled (open positions) 3,283
Other 4,032
7,315
Other current non-financial liabilities
Liabilities from other taxes 3,277
Wage and salary liabilities 6,268
Social security liabilities 6,068
Advances received 12,050
Deferred income and other 3,554
31,217
Total other current liabilities 38,532

Liabilities that are part of reverse factoring agreements are evalu-
ated to determine whether the original trade payable must still be
reported or whether it must be derecognized and a new financial
liability recognized in accordance with the agreement. The deci-
sive factor is whether the Lenzing Group was released from its
original obligation. In cases where there was no release from the
original obligation, the Lenzing Group evaluates whether the
reverse factoring agreement has led to a new obligation that must
be recognized in addition to the trade payable. If that is also not
the case, a present value test is carried out to determine whether
the reverse factoring agreement has resulted in significant chang-
es to the contractual terms of the trade payable which lead to
derecognition of the trade payable and the recognition of a new
financial liability.
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Suppliers of the Lenzing Group finance their trade receivables
from the Lenzing Group with reverse factoring agreements. These
suppliers can commission their banks to forward payment for the
receivables at an earlier point in time. The present value test
indicates that these agreements do not significantly change the
contract terms. The agreements do not lead to the reclassification
of the involved trade payables to another class of liability under
civil law or IFRS regulations from the Lenzing Group’s perspec-
tive. Consequently, there are no changes to the presentation on
the consolidated statement of financial position (under trade
payables) or the consolidated statement of cash flows (under cash
flow from operating activities). The potentially affected trade
payables totaled EUR 133,909 thousand as at December 31, 2018
(December 31, 2017: EUR 107,536 thousand).



Notes to the Consolidated Statement of Cash Flows

Note 33. Disclosures on the
Consolidated Statement of Cash
Flows

Liquid funds represent cash and cash equivalents as shown on
the statement of financial position. Cash and cash equivalents
include cash in hand and cash at banks, demand deposits, checks
and short-term time deposits as well as liquid current securities
with a term of less than three months which are only subject to
limited fluctuations in value.

Other non-cash income/expenses in the 2018 financial year in-
cludes the allocation of profit or loss to and the measurement
result of puttable non-controlling interests totaling EUR 22,276
thousand (2017: EUR 6,298 thousand) as well as impairment loss-
es to inventories of EUR 9,683 thousand (2017: EUR 4,383 thou-
sand) and to financial assets and other non-current assets of
EUR 8,273 thousand (2017: EUR 366 thousand). Other non-cash
income/expenses also contain unrealized net exchange rate
gains/losses and measurement effects from receivables.

Reconciliation of financial liabilities

Pri
2018 rivate
placements
As at 01/01 248,568
Increase in financial liabilities
Cash flows
Repayment of financial liabilities
Currency translation
Non-cash X - -
on-cas Discounting/accrued interest
changes
Other changes
As at 31/12 219,679

Reconciliation of financial liabilities (previous year)

2017
As at 01/01
Increase in financial liabilities
Cash flows
Repayment of financial liabilities
Currency translation
Non-cash X X K
Discounting/accured interest
changes
Other changes
As at 31/12

The partial sale of EQUI-Fibres Beteiligungsgesellschaft mbH in
2016 resulted in cash inflows of EUR 22,236 thousand in 2017
which are reported under cash flow from investment activity.

Non-cash transactions from the acquisition of intangible assets
and property, plant and equipment are not included in cash flow
from investing activities for the current period. These transactions
essentially involve outstanding payments to suppliers of
EUR 8,571 thousand (2017: EUR 19,583 thousand).

Net cash inflow from the sale and disposal of subsidiaries is re-
ported under cash flow from investing activities (also see note 4).

The acquisition of puttable non-controlling interests by the Len-
zing Group resulted in payments of EUR 40,620 thousand to the
shareholders of the puttable non-controlling interests, which are
included in the cash flow from financing activities (see also note
3).

Cash and cash equivalents also include bank accounts with nega-
tive balances in cases where netting agreements have been con-
cluded (see note 35).

EUR'000
Bank Lease Total
borrowings liabilities
186,037 188,471
(62,475) (97,586)
(137)
421
0
221,173 473,767
EUR'000
Total
180,504 577,513
(78,252) (203,204)
(7,473)
656
(815)
382,599
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Notes on Risk Management

Note 34. Capital risk management

General information

The overriding objective of equity and debt management in the
Lenzing Group is to optimize the income, costs and assets of the
individual operations/business units and of the Group as a whole
in order to achieve and maintain sustainably strong economic
performance and a sound balance sheet structure. An important
role in this process is played by financial leverage capacity, the
protection of sufficient liquidity at all times and a clear focus on
key cash-related and performance indicators in line with the
Group’s strategic course and long-term goals. This protects the
ability of the group companies to operate on a going concern
basis. In addition, the authorized capital and contingent capital
give Lenzing AG greater flexibility in raising additional equity in
order to take advantage of future market opportunities.

The equity management strategy followed by the Lenzing Group
is designed to ensure that Lenzing AG and the other group com-
panies have an adequate equity base to meet local requirements.
A couple of loan agreements with banks also include financial
covenants, above all concerning the level of equity, the ratio of
net financial debt to EBITDA and other financial indicators or
financial criteria for the Group or individual or aggregated group
companies. A breach of these financial covenants would allow the
banks to demand early repayment of the financial liabilities in
certain cases. These financial covenants are regularly monitored
by the Global Treasury department and are considered in the
determination of distributions by the involved group companies.
All related capital requirements were met during the 2018 finan-
cial year.

Management uses an adjusted equity ratio for internal control
purposes. Adjusted equity is calculated in accordance with IFRS
and comprises equity as well as investment grants less the related
deferred taxes. The adjusted equity ratio (= adjusted equity in
relation to total assets) equaled 59.0 percent as at December 31,
2018 (December 31, 2017: 61.2 percent).
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Adjusted equity is calculated as follows:

Adjusted equity EUR'000

31/12/2018 31/12/2017
Equity 1,533,925 1,507,879
Government grants (+) 25,325 26,231
;:::tc;r?_c;na\ share of deferred taxes on government (6.250) 6.417)
Total 1,553,000 1,527,693

The dividend policy of Lenzing AG, as the parent company of the
Lenzing Group, is based on the principles of continuity and a
long-term focus in order to support the future development of the
company, to distribute dividends to shareholders in line with the
company’s opportunity and risk situation, and to appropriately
reflect the interests of all other stakeholders who are decisive for
the company’s success.

Net financial debt

The Supervisory Board and Management Board of Lenzing AG
regularly review the development of net financial debt because
this indicator is an extremely important benchmark not only for
the Group’s management, but also for the financing banks. The
continued optimal development of the Lenzing Group is only
possible with convincing internal financing strength as the basis
for increased debt capacity.

Interest-bearing financial liabilities are classified as follows:

Interest-bearing financial liabilities EUR'000

31/12/2018 31/12/2017
Non-current financial liabilities 307,570 255,330
Current financial liabilities 166,197 127,270
Total 473,767 382,599



Liquid assets consist of the following:

Liquid assets EUR'000

31/12/2018 31/12/2017
Cash and cash equivalents 243,865 306,455
Liquid bills of exchange (in trade receivables) 10,530 9,367
Total 254,395 315,822

Net financial debt in absolute terms and in relation to EBITDA

(according to the consolidated income statement) is as follows:

Net financial debt (absolute) EUR'000

31/12/2018 31/12/2017
Interest-bearing financial liabilities 473,767 382,599
Liquid assets (-) (254,395) (315,822)
Total 219,373 66,777
Net financial debt in relation to EBITDA EUR'000

31/12/2018 31/12/2017
EBITDA 381,980 502,470
Net financial debt/EBITDA 0.6 0.1

Note 35. Disclosures on financial
instruments

Carrying amounts, fair values, measurement
categories and measurement methods

The following table shows the carrying amounts and fair values of
the financial assets and financial liabilities for each class and each
IFRS 9 category (December 31, 2017: 1AS 39) and reconciles this
information to the appropriate line items on the statement of
financial position. Other receivables (non-current and current) and
other liabilities (non-current and current) as reported on the
statement of financial position include financial instruments as
well as non-financial assets and liabilities. Therefore, the “no
financial instrument® column allows for a complete reconciliation
with the line items on the statement of financial position.
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Carrying amounts, category, fair value and fair value hierarchy of financial instruments EUR '000

Carrying amount Fair value

) . At fair value " .
Financial assets as at . No financial Fair value
31/12/2018 instrument

Originated loans ‘
Non-current securities ‘
Other equity investments ‘
Financial assets ‘
Trade receivables ‘

Derivatives with a positive fair
value (cash flow hedges)

Derivatives with a positive fair
value (cash flow hedges with
the underlying already
recognized in profit or loss)

Other

Other assets (current and
non-current)

Cash and cash equivalents ‘

Total 677,324

Carrying amount Fair value

At fair value No financial
Financial liabilities as at 31/12/2018 through profit . Fair value
or loss instrument

Private placements ‘ 227,129
Liabilities to banks | 221,604
Liabilities to other lenders ‘ 31,248
Lease liabilities | 1,788
Financial liabilities \ 481,858
Trade payables ‘ 251,721
Provisions (current) ‘ 107,860

Puttable non-controlling interests

Derivatives with a negative fair value (cash flow hedges)

Derivatives with a negative fair value (cash flow hedges with the
underlying already recognized in profit or loss)

Derivatives with a negative fair value (fair value hedges)

Other ‘ 38,743
Other liabilities (current and non-current) ‘ 51,046

Total 112,554 892,486

1) The carrying amount approximates fair value.
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Carrying amounts, category, fair value and fair value hierarchy of fir | instr

ts (previous year) EUR '000

At fair value
through profit
or loss

Financial assets as at 31/12/2017

Originated loans

Non-current securities

Other equity investments

Financial assets

Trade receivables

Derivatives with a positive fair value
(cash flow hedges)

Derivatives with a positive fair value
(cash flow hedges with the underlying
already recognized in profit or loss)

Other

Other assets (current and non-current)

Cash and cash equivalents

Total

Carrying amount

Fair value

Fair value

16,095
18,785
1,562
292,770

7,485
5,185

103,824
116,494

752,161

No financial
instrument

At fair value
through profit

Financial liabilities as at 31/12/2017

Private placements

Liabilities to banks

Liabilities to other lenders

Lease liabilities

Financial liabilities

Trade payables

Provisions (current)

Puttable non-controlling interests

Derivatives with a negative fair value (cash flow hedges)

Derivatives with a negative fair value (cash flow hedges
with the underlying already recognized in profit or loss)

Financial guarantee contracts

Other

Other financial liabilities (current and non-current)

Total

1) The carrying amount approximates fair value.
2) Measured at cost.

Depending on the classification/measurement category, financial
instruments are subsequently measured at (amortized) cost or fair
value. The Lenzing Group uses the following measurement cate-
gories: “at amortized cost”, “at fair value through profit or loss”
and “at fair value directly in equity”. The measurement category
“at fair value through profit or loss” is solely used for financial

assets that are mandatorily measured at fair value.

Fair value

258,083

Carrying amount

No financial

instrument
or loss

218,433

95,749
17,967
2,528

1,316

38,503

105,563 766,716

The Lenzing Group accounts for reclassifications in the fair value
hierarchy at the end of the reporting period in which the changes
occur. There were no transfers between the levels of the fair value
hierarchy for the financial instruments in the financial year.
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The measurement of financial instruments is monitored and re-
viewed by the Lenzing Group. The necessary market data are
validated based on the four-eyes principle.

In light of the varying influencing factors, the fair values presented
can only be considered indicators of the values that could actually
be realized on the market.

The fair value of purchased bonds is derived from the respective
current market prices and fluctuates, in particular, with changes in
market interest rates and the credit standing of the issuers. The
fair value of shares is derived from the current stock exchange
prices. These securities are assigned to the category “at fair value
directly in equity”.

The fair value of investment funds is derived from the latest calcu-
lated value. These securities are assigned to the category “at fair
value through profit or loss”.

With IFRS 9 taking effect, the measurement of equity investments
including derivatives designated as a hedge (fair value hedge) is
reclassified from the category “at cost” to the category “at fair
value through other comprehensive income” The fair value is
determined on the basis of a market approach and is to be cate-
gorized in level 3 of the fair value hierarchy. The measurement
model is based on market multiples derived from listed bench-
mark companies and adjusted for a discount of 25 percent for the
size and marketability of the equity investments. The determined
fair value of the equity investment would increase (decrease) in

particular if the planned EBITDA or the market multiple increased
(decreased). The determined fair value would increase (decrease)
if the discount on the market multiple decreased
(increased). The determined fair value of the derivative has an
inverse correlation to the abovementioned parameters. The
adjusted market multiples amount to roughly 5.4 and 5.8 as at
December 31, 2018 (January 1, 2018: 7.6 and 8.1).

The following tables show the development of the fair values of
the equity investments and the associated derivatives of level 3:

Reconciliation of level 3 fair values of equity

. - EUR '000
investments and related derivatives
Derivatives
with a
2018 negative fair
value (fair
value hedges)
As at 01/01 (3,387)
Financial assets measured at fair value through other
comprehensive income (equity instruments) — net 3 387
fair value gain/loss on remeasurement recognized ’
during the year
As at 31/12 o]

A change in key input factors which cannot be observed on the
market would have the following effects on the measurement of
the equity instruments and the associated derivatives:

Sensitivity analysis of level 3 input factors for equity investments and related derivatives as at 31/12/2018 EUR 000
Other comprehensive income (net of tax)
Increase Decrease

Derivatives with
v;:ee ?f:tilrvjaflzler investi?:rl\tt:’ Total

hedges)
EBITDA (+/(5)%) (a96)
Market multiple (+/(1)) (942)
Change discount to market multiple (+/(10)%) 331
With IFRS 9 taking effect, other financial assets from earn-out  Reconciliation of level 3 fair values of other financial assets EUR '000

agreements are reclassified from the category “at cost” to the
category “at fair value through profit or loss”. The fair value of
these other financial assets is determined based on an income
approach. It is to be categorized in level 3 of the fair value hierar-
chy. The measurement model is based on the planned EBITDA,
the weighted average cost of capital (WACC) after tax and the
repayment terms.

The determined fair value would increase (decrease) in particular
if EBITDA increased (decreased). The determined fair value would
decrease (increase) if the WACC after tax increased (decreased).
The determined fair value would increase if the repayment were
to be made two years earlier.
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As at 01/01

Gain/loss included in financial result

Repayment

As at 31/12




A change in key input factors which cannot be observed on the
market would have the following effects on other financial assets:

Sensitivity analysis of level 3 input factors for

EUR '000
other financial assets as at 31/12/2018

Financial result

Other financial assets Increase Decrease
EBITDA (+/(5)%) 0.5 (0.5)
Discount rate (WACC) after tax (+/(1)%) (0.4) 0.5
Repayment 2 years earlier 0.1 n/a

The sensitivities are determined by conducting the measurements
again using the changed parameters.

The fair values of the other financial liabilities are determined in
accordance with generally accepted valuation methods based on
the discounted cash flow method. The most important input
factor is the discount rate, which incorporates the available mar-
ket data (risk-free interest rates) and the credit standing of the
Lenzing Group, which is not observable on the market. The fair
values of the financial guarantee contracts represent the estimat-
ed expected default arising from the maximum possible payment
obligation and the expected loss.

The Lenzing Group uses derivative financial instruments to hedge
currency risks arising from the operating business. These deriva-
tive financial instruments serve to balance the variability of cash
flows from future transactions. Hedges are determined in ad-
vance on the basis of the expected purchases and sales in the
relevant foreign currency. The Lenzing Group generally applies
the hedge accounting rules defined by IFRS 9 (December 31,
2017: IAS 39) to these derivative financial instruments. Hedge
effectiveness is measured by grouping the hedged items and
hedging instruments together in at least quarterly maturity ranges
for each hedged risk. The retrospective hedging effect or ineffec-
tiveness is evaluated with the dollar-offset method, which com-
pares the periodic changes in the fair value of the hedged items
with the periodic changes in the fair value of the hedges in line
with the compensation method. In hedging future cash flows in
foreign currencies (cash flow hedges), the Lenzing Group typically
hedges the risk up to the time of the foreign currency payment.

Derivatives are measured at fair value. Their fair value corresponds
to the applicable market value, if available, or is calculated using
standard methods based on the market data available at the
measurement date (in particular exchange rates and interest
rates). Currency and commodity forwards are measured at the
respective forward rate or price at the reporting date. These
forward rates or prices are based on the spot rates or prices and
include forward premiums and discounts. The Group’s own mod-
els are used to estimate the measurement. The measurement of
derivatives also includes the counterparty risk (credit
risk/counterparty risk/non-performance risk) in the form of dis-
counts to the fair value that would be used by a market partici-
pant for pricing.

Offsetting financial assets and liabilities

The Lenzing Group has concluded a number of framework net-
ting agreements (in particular, master netting arrangements). The
amounts owed by each counterparty under such agreements on a
single day in the same currency based on the total outstanding
transactions are aggregated into a single net amount to be paid
by one party to the other.

The following tables present information on offsetting financial
assets and liabilities in the consolidated statement of financial
position on the basis of framework netting agreements. The col-
umn “effect of framework netting agreements” shows the
amounts which result from these types of agreements, but which
do not meet the criteria for offsetting in the IFRS consolidated
statement of financial position.
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Offsetting financial assets and liabilities

Financial assets as at 31/12/2018

Cash and cash equivalents

Recognized financial
assets (net)

EUR '000

Other financial assets -
derivative financial instruments with a positive fair value

243,865

Net amounts

Total

2,459

241,834

Financial liabilities as at 31/12/2018

246,324

960

Liabilities to banks

Recognized financial
liabilities (net)

242,794

EUR'000

Other financial liabilities -
derivative financial instruments with a negative fair value

221,173

Net amounts

Total

Offsetting financial assets and liabilities (previous year)

12,304

219,142

Financial assets as at 31/12/2017

233,476

10,805

Cash and cash equivalents

Recognized financial
assets (net)

229,946

EUR '000

Other financial assets —
derivative financial instruments with a positive fair value

306,455

Net amounts

Total

12,670

306,455

Financial liabilities as at 31/12/2017

319,125

11,659

Liabilities to banks

Recognized financial
liabilities (net)

318,114

EUR'000

Other financial liabilities -
derivative financial instruments with a negative fair value

97,707

Net amounts

Total

Transfer of financial assets (sale of

receivables/factoring)

3,844

97,707

Factoring agreements are in place which require the banks to
purchase certain trade receivables from the Lenzing Group for a
revolving monthly nominal amount. The Lenzing Group is entitled
to sell these receivables. The agreements have indefinite terms,
whereby each party has the right to cancel the agreements with
notice and allow them to expire. The factoring agreements had a
maximum usable nominal volume of EUR 73,069 thousand as at
December 31, 2018 (December 31, 2017: EUR 72,336 thousand).
They have been suspended since the 2017 financial year.
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101,550

2,834

100,540



Note 36. Net interest and net result
from financial instruments and net
foreign currency result

Net interest and net result

The following table shows the net interest and net result from
financial instruments by class/measurement category in accord-
ance with IFRS 9 (December 31, 2017: IAS 39):

Net interest and net result from financial instruments

subsequent
measurement
at fair value
through profit
or loss

From interest
expense

2018

Financial assets measured at
amortized cots

Financial assets measured at
fair value through profit and loss

Equity instruments measured at
fair value directly in equity

Debt instruments measured at
fair value directly in equity

Financial liabilities measured at
amortized cost

Total (8,846)

Net interest and net result from financial instruments (previous year)

From interest
expense

2017

Loans and receivables

Available-for-sale financial assets

Financial liabilities measured at amortized cost

Total

1) incl. measurement of non-current financial assets

The net result from financial instruments comprises the following:
net interest (current interest income and expenses, including the
amortization of premiums and discounts and dividends from
companies not accounted for using the equity method),
gains/losses on fair value measurement which are recognized in
profit or loss or directly in equity and the result of impairment
losses (recognition and reversal of bad debt provisions/valuation
adjustments) and on disposals. Income from equity and debt
instruments measured at fair value through other comprehensive
income (December 31, 2017: available-for-sale financial assets)
includes gains/losses from remeasurement and from the reclassi-
fication of remeasurement gains/losses to profit or loss. Net result
from financial instruments does not include exchange rate
gains/losses (with the exception of financial instruments carried at
fair value through profit or loss) or gains/losses from hedging
instruments (cash flow hedges).

(13,759)
(13,759)

EUR'000

Measured at
fair value
directly in
equity and
reclassified to
profit or loss

From

From result
on disposal

EUR'000

From subsequent

measurement at
Net result (total)

fair value directly
in equity

1,041

3,220

(13,759)

(9,498)

The change in the bad debt provisions for receivables measured
at amortized cost is reported under “other operating expenses”.

The component recognized directly in equity from the subse-
quent measurement of equity and debt instruments measured at
fair value directly in equity (December 31, 2017: available-for-sale
financial assets) is reported under the “reserve for financial assets
measured at fair value through other comprehensive income”
(December 31, 2017: “Reserve for available-for sale financial as-
sets”). The remaining components of the net result are included
under “income from non-current and current financial assets” and
in “financing costs”.
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Expenses of EUR 699 thousand were recognized under other
operating expenses for the provision of loans in 2018 (2017: EUR
1,027 thousand).

Net foreign currency result

Net foreign currency gains/losses are included in the following
items: EUR minus 6,628 thousand (2017: EUR minus 14,582 thou-
sand) in other operating income/expenses, EUR plus 1,886 thou-
sand (2017: EUR minus 1,551 thousand) in income from non-
current and current financial assets and EUR minus 251 thousand
(2017: EUR plus 1,310 thousand) in financing costs.

Note 37. Financial risk management

As an international company, the Lenzing Group is exposed to
financial and other market risks. A company-wide risk manage-
ment system, which is regulated comprehensively in guidelines,
has been implemented to identify and assess potential risks at an
early stage. This system is designed to achieve maximum risk
transparency and provide high-quality information by quantifying
all risk categories, with a particular emphasis on risk concentra-
tion. The efficiency of group-wide risk management is evaluated
and monitored on an ongoing basis by both the internal control
system (ICS) and the internal audit department.

The financial risks arising from financial instruments — credit risk,
liquidity risk, currency risk (above all with regard to the USD, CNY
and CZK), commodity price risk and interest rate risk — are classi-
fied as relevant risks for the Lenzing Group. Corresponding hedg-
ing measures are used to minimize these risks wherever possible.
Acquired shares in external companies are considered long-term
investments and, therefore, are not viewed as a relevant market
price risk over the short- to medium-term.

Credit risk

Credit risk represents the risk of asset losses that may result from
the failure of individual business partners to meet their contractual
obligations. The credit risk from transactions involving the provi-
sion of goods and services (in particular, trade receivables) is
secured to a substantial extent by credit insurance and bank
security (guarantees, letters of credit, bills of exchange etc.).
Outstanding receivables and customer limits are monitored on an
ongoing basis. The credit risk from investments with banks (above
all, cash and cash equivalents) and derivatives with a positive
market value is reduced by only concluding transactions with
counterparties that can demonstrate a sound credit rating.

Receivables are measured individually. Individual bad debt provi-
sions are recognized for receivables if there are indications of
credit impairment (individual measurement) and if they are not
expected to be collectible in full. This applies especially when the
debtor has significant financial difficulties, is in default or has
delayed payments or when there is an increased probability that
the debtor will enter bankruptcy and the involved receivable is not
sufficiently collateralized. The expected loss is low because of the
Lenzing Group’s comprehensive receivables management (exten-
sive collateralization with credit insurance and bankable security
as well as continuous monitoring of accounts receivable and
customer limits).
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To determine the required impairment for trade receivables for
which no individual bad debt provisions were recognized, the
defaults of the past years were evaluated in the Lenzing Group.
The analysis has shown that there is only an immaterial risk for
receivables overdue for a certain period.

The loss ratios are based on historical default rates of the last nine
years and are distinguished by companies and periods overdue.

For non-current debt instruments assigned to the category “at fair
value directly in equity”, originated loans and other financial assets
(current and non-current), which are measured at amortized cost,
as well as cash and cash equivalents, the calculation of impair-
ment is based on the average default rates. The impairment is
based on the default rate per rating for the respective financial
instrument. A significant change in credit risk is determined based
on the rating and default of payment. Regarding instruments with
a low credit risk, the Lenzing Group assumes that the credit risk
has not increased significantly since the first default. Consequent-
ly, the twelve month credit loss is always recognized for such
instruments. Since the expected impairment is immaterial, no
expected default is recorded for these financial assets.

The reduced earning power and uncertainties, in particular due to
a fire at a plant of the buyer of EFB (including the buyer’s subsidi-
aries) result in a higher default risk for the receivables from these
companies. Therefore, the calculation of bad debt provisions for
these originated loans was changed from the expected twelve
month credit loss to lifetime expected credit loss. The lifetime
expected credit loss was determined based on the difference
between the contractual payments and all payments expected by
the management in the future (see note 20).

Financial assets are considered defaulted when they are overdue
for more than 270 days or when it is unlikely that the debtor can
meet the obligations without the realization of collateral. This long
period of time results from the fact that about 90 percent of trade
receivables are insured by credit insurance.

Financial assets are only derecognized directly if the contractual
rights to payments cease to exist (particularly in the event of
bankruptcy). An impairment loss is reversed up to amortized cost
if the reasons for its recognition no longer exist.



The Group considers the risk concentration in trade receivables
to be rather low because its customers are based in various coun-
tries, operate in different sectors and are active on largely inde-
pendent markets. A rather small amount of the receivables is
overdue and not individually impaired (see table “aging of receiv-
ables” below). Important effects for a change in bad debt provi-
sions include possible default of payment by major customers or
a general increase of receivables at the reporting date. During the
financial year there was no significant increase in defaults. Trade
receivables increased slightly as at December 31, 2018.

The bad debt provisions developed as follows:

Development and reconciliation of bad debt provisions EUR'000
Lifetime
expected
credit loss
(individual
measurement)

Trade receivables
Bad debt provisions as at 01/01/2018 11,884
Transfer to “Lifetime expected credit loss* (230)
Utilization 0
Reversal (86)
Addition 1,642
Currency translation adjustment (65)
Bad debt provisions as at 31/12/2018 13,146
Development and reconciliation of bad debt provisions EUR'000

Originated loans at amortized cost

Bad debt provisions as at 01/01/2018

Utilization

Reversal

Addition

Currency translation adjustment

Bad debt provisions as at 31/12/2018

Other financial assets (non-current and current)

Bad debt provisions as at 01/01/2018

Utilization

Reversal

Addition

Currency translation adjustment

Bad debt provisions as at 31/12/2018

1) incl. measurement of non-current financial assets

Development of bad debt provisions (previous year) EUR '000

Trade
receivables

Bad debt provisions as at
01/01/2017

Utilization

Reversal

Addition

Currency translation adjustment

Bad debt provisions as at
31/12/2017 = 01/01/2018

1) incl. measurement of non-current financial assets

The bad debt provisions for trade receivables include bad debt
provisions of EUR 4,000 thousand (2017: EUR 2,750 thousand) for
companies accounted for using the equity method.

The bad debt provisions for trade receivables are related primarily
to bad debt provisions for overdue, uninsured receivables.

The carrying amount of the impaired receivables is as follows:

Aging and expected credit loss for trade receivables EUR'000
E t
31/12/2018 xpected
credit loss
Not overdue 279
Overdue up to 30 days 81
Overdue for 31to 90 days 15
Overdue for 91to 365 days 5
Overdue for more than one year 80
Credit impaired receivables
ST 0
(individual measurement)
Total 459
D I t of t it | t includi it
evelopment of expected credit loss not including credi EUR '000

impaired financial assets

Balance as at 31/12/2017
Adjustment IFRS 9

Balance as at 01/01/2018

Change

Balance as at 31/12/2018
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EUR'000

Other
financial
receivables
(non-current
and current)

Aging of receivables

Gross carrying amount as at 31/12/2018 22,833
Thereof at the reporting date:
Not overdue 18,125
Overdue up to 30 days 0
Overdue for 31to 90 days 0
Overdue for 91to 365 days 0
Overdue for more than one year 0
Thereof impaired 4,708
Aging of receivables (previous year) EUR'000

Trade
receivables

292,770
267,179

Carrying amount as at 31/12/2017

Thereof at the reporting date:

Not overdue

Overdue up to 30 days

Overdue for 31to 90 days

Overdue for 91to 365 days

Overdue for more than one year

Thereof impaired

Securities in the scope of the impairment provisions of IFRS 9 as
well as cash and cash equivalents have a rating between AAA and
BBB.

There are currently no doubts concerning the collectability of
financial assets that are neither past due nor impaired.

The maximum exposure to credit risk from recognized financial
assets is as follows:

Maximum exposure to credit risk from recognized financial

EUR '000

assets

31/12/2017

i t of t fi ial inst t:

Carrylng amount OT asse nancial Instruments (see 675,697
note 35)
Less risk reduction in relation to receivables due to
Credit insurance received for trade receivables (not
) . . (125,048)
including deductibles)
Guarantees received for trade receivables (9,330)
Total 541,319

The maximum exposure to credit risk from financial guarantee
contracts and contingent liabilities is shown in note 42.
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Liquidity risk

Liquidity risk represents the risk of not being able to obtain suffi-
cient funds to settle incurred liabilities at all times. The manage-
ment of liquidity risk has a high priority in the Lenzing Group.
Corporate guidelines require uniform, proactive liquidity forecasts
and medium-term planning throughout the entire Group. The
Lenzing Group continuously monitors the risk of a possible liquidi-
ty shortage.

The Lenzing Group had liquid assets totaling EUR 254,395 thou-
sand (Dezember 31, 2017: EUR 315,822 thousand) in the form of
cash and cash equivalents, liquid securities and liquid bills of
exchange (see note 34). Unused credit facilities of EUR 341,600
thousand were available as at December 31, 2018 (Dezember 31,
2017: EUR 213,754 thousand) to finance necessary working capital
and to cover any shortfalls caused by economic cycles. The me-
dium- and long-term financing for the Lenzing Group is provided
by equity and financial liabilities, in particular bonds, private
placements and bank loans. Current financial liabilities can regu-
larly be extended or refinanced with other lenders. Trade payables
provide short-term financing for the goods and services pur-
chased. The liabilities covered by reverse factoring agreements
are settled in line with their agreed maturity, whereby the related
cash outflows are included in liquidity planning. For this reason,
the Group considers the concentration of risk with regard to
sufficient financing sources as rather low.



The contractually agreed (undiscounted) interest and principal
payments for primary financial liabilities (including financial guar-
antee contracts) are shown below:

The contractually agreed (undiscounted) interest and principal
payments for derivative financial instruments are as follows:

Maturity analysis of derivative financial instruments EUR'000
Maturity analysis of non-derivative financial liabilities EUR '000 Cash flows
Cash flows 2020 to Cash flows
Cash flows Cas:olegv:: Cash flows 2019 ogoz [rom2024
2019 from 2024 .
2023 Currency derivatives
Private placements 38,632 175,398 21,337 Derivatives with a positive fair 1473 100
Liabilities to banks 127,858 81,504 16,241  value (cash flow hedges)
Liabilities to other lenders 7,090 24,585 0 Derivatives with a positive fair
— value (cash flow hedges with the 586 o
Lease liabilities 128 319 2,175 underlying already recognized in
Trade payables 251,721 0 0 profit or loss)
Provisions (current — financial) 33,018 0 0 Positive fair value 2,359 100 (4]
Puttable non-controlling o o o
interests Delrivative; ;vith : n(;agative fair (6.871) (731)
Other financial liabities' 2,819 0 0 value (cash flow hedges)
Total 461,265 281,897 39,753 Derivatives with a negative fair
value (cash flow hedges with the @.702) 0
Thereof: underlying already recognized in !
Fixed interest 4,387 9,221 1,745 profit or loss)
Fi floati t Negative fair value (11,573) (731) 0
' ixed and floating rate 107 200 o g s
interest Total (9,214) (631) (4]
Floating rate interest 2,983 2,461 146
Repayment 453,769 270,016 37,861 Cash flows consist solely of principal payments and do not include any interest

1) The above includes the maximum possible payment obligations from financial
guarantee contracts. The amounts are assumed to be due in the first year.

components. Fair value: + = receivable, - = liability from the Lenzing Group’s perspec-
tive

Maturity analysis of derivative financial instruments

. EUR'000
(previous year)
: . e g . hfl
Matu.rlty analysis of non-derivative financial liabilities EUR '000 Cash flows 035201;\':: Cash flows
(previous year) 2018 from 2023
2022
Cash fl Cash flows Cash fl
ash Hows 2019 to ash Hows Currency derivatives
2018 from 2023
2022 Derivatives with a positive fair
R 7,185 300
Private placements 34,400 214,343 21,755 value (cash flow hedges)
Liabilities to banks 94,399 6,094 0 Derivatives with a positive fair
Liabilities to other lenders 6.774 26,551 1o1p  Velue(cashfiow hedges withthe 5,185 0
underlying already recognized in
Lease liabilities 128 448 2,175 profit or loss)
Trade payables 218,433 0 0 Positive fair value 12,370 300 0
Provisions (current — financial) 26,509 0 0
Puttable non-controlling Derivatives with a negative fair
1 7. 1
interests 0 0 17,967 value (cash flow hedges) (1,967) (661)
Other financial liabities' 4,032 0 0 Derivatives with a negative fair
value (cash flow hedges with the
Total 384,675 247,435 43,809 (e ges with 1 (1,316) 0
underlying already recognized in
Thereof: profit or loss)
Fixed interest 4,578 11,435 2,121 Negative fair value (3,283) (561)
leed and floating rate 149 319 . Total 9,087 (261) (o]
interest
Floating rate interest 3,566 3,623 0 Cash flows consist solely of principal payments and do not include any interest
Repayment 376,382 232,058 41681 Eomponents. Fair value: + = receivable, - = liability from the Lenzing Group’s perspec-
ve

1) The above includes the maximum possible payment obligations from financial
guarantee contracts. The amounts are assumed to be due in the first year.

The above tables include all primary financial liabilities held at the
reporting date, but exclude estimated future liabilities. Foreign
currency amounts were translated with the spot exchange rate in
effect at the reporting date. Floating rate interest payments were
calculated according to the last interest rates set before the re-
porting date. Financial liabilities that are repayable at any time are
always assigned to the earliest time period.
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Currency risk

Cash flows from capital expenditures and the operating business
as well as investments and financing in foreign currencies expose
the member companies of the Lenzing Group to currency risks.
Risks from foreign currencies are hedged as far as possible if they
influence the Group’s cash flows. In the operating business, the
individual group companies are exposed to currency risk in con-
nection with planned incoming and outgoing payments outside
their functional currency. Forward foreign exchange contracts,
which are recognized at fair value, are used to hedge the ex-
change rate risk from foreign currency positions arising from
expected future transactions in foreign currencies by group com-
panies.

The Lenzing Group operates a fiber production plant in Grimsby,
Great Britain. From the current point of view, the GBP devaluation
caused by the Brexit referendum is not expected to have any
material effects on the Grimsby location or the remainder of the
Lenzing Group because the invoices issued by Grimsby are gen-
erally not denominated in GBP. The expenses recorded by the
Grimsby plant are, for the most part, denominated in GBP and
therefore have no negative foreign currency effect. The further
development of this situation and its effects on the Lenzing Group
cannot be estimated at the present time.

For companies with the same functional currency, the respective
net foreign currency exposures are calculated for the following
sales year as part of the budgeting process. Foreign currency
purchases and sales are aggregated into separate groups for each
currency. Approximately 55 percent of the budgeted net expo-
sure for the following financial year was hedged for EUR/USD, the
dominant currency pair in the Lenzing Group, as at December 31,
2018 (December 31, 2017: approximately 55 percent). The CNY
also plays an important role. The resulting risk concentration at
the reporting date can be seen in the following tables (especially
the tables on “sensitivity analysis and risk exposure for foreign
currency risks”).

Translation risk is also regularly assessed and monitored at the
Group level. Translation risk represents the risk arising from the
consolidation of foreign investments whose functional currency is
not the euro. The greatest risk exposure here is in relation to the
US dollar.
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Instruments to hedge currency risk

Cash flow hedges are allocated to revenue from the operating
business in the following financial years in the respective hedged
currency. Cash flow hedges whose underlying hedged item was
already recognized in profit or loss are used to hedge foreign
currency receivables/liabilities that were recognized at the re-
porting date but do not impact cash until a later time.

The critical terms of payment of the hedged items and hedging
instruments (in particular, the nominal value and time of payment)
are generally identical or offset one another (“critical terms
match”). Therefore, the Management Board considers the offset-
ting of value changes of the hedged items and hedging instru-
ment resulting from changes in the exchange rate when forming a
measurement unit as highly effective. The economic relationship
for fair value hedge derivatives for options is ensured as the value
development of the hedged item is offset by that of the hedge.

The measurement of the hedged item is offset by the hedge and
is therefore effective. Risks of ineffectiveness include the credit
risk of a counterparty, a significant change in the credit risk of a
contractual party in the hedging relationship or the change of
time of payment of the hedged item, reduction of the total invoice
amount or price of the hedged item. Risks are always hedged in
their entirety. The hedging ratio for the hedged nominal values is
100 percent.

As the invoicing currency was changed in a subsidiary of the
Lenzing Group, the hedging of the CNY currency risk was termi-
nated early. The nominal value at the time the hedge accounting
ended amounted to CNY 66,830,000. The average hedging rate
(CNY/USD) amounted to 6,7778.



Cash flow hedges for currency risks
The nominal values and fair values of the cash flow hedges are as
follows as at the reporting dates:

Nominal value, fair value and hedging period of cash flow hedge derivatives for currency risks

31/12/2018 EUR'000
Positive fair hedgl::;r;gt:
Forward foreign exchange -
contracts
CNY/CNH-sale / EUR-buy (2,099)
CNY/CNH-sale / GBP-buy (846)
CZK-buy / EUR-sale (35)
EUR-buy / USD-sale (168)
EUR-sale / GBP-buy (36)
USD-buy / CNY-sale (217)
USD-sale / CZK-buy (478)
USD-sale / EUR-buy (2,133)
USD-sale / GBP-buy (18)
Total
Fair value: + = receivable, — = liability from the Lenzing Group’s perspective

The hedging period represents the period for the expected cash flows and their recognition in profit or loss.

Nominal value, fair value and hedging period of cash flow hedge derivatives for currency risks (previous year)

31/12/2017 EUR '000

Forward foreign exchange contracts
CNY/CNH-sale / USD-buy
CNY/CNH-sale / EUR-buy
CNY/CNH-sale / GBP-buy
CZK-buy / EUR-sale
EUR-sale / GBP-buy
USD-buy / CNY-sale
USD-sale / CZK-buy
USD-sale / EUR-buy
USD-sale / GBP-buy

Total

(321)
(712)
(121)

Fair value: + = receivable, — = liability from the Lenzing Group’s perspective
The hedging period represents the period for the expected cash flows and their recognition in profit or loss.
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Cash flow hedges for currency risks with the
hedged item already recognized in profit or
loss

The following table shows the nominal values and fair values of
cash flow hedges at the reporting dates in cases where the
hedged item was already recognized in profit or loss:

Nominal value and fair value of cash flow hedge derivatives for currency risks with the underlying already recognized in profit or loss

31/12/2018 EUR '000
Change in fair
Positive . value used to
fair value calculate
ineffectiveness
Forward foreign exchange contracts
CNY/CNH-sale / USD-buy (1)
CNY/CNH-sale / EUR-buy (1,877)
CNY/CNH-sale / GBP-buy (392)
CNY/CNH-buy/ EUR-sale 21
CNY/CNH-buy / GBP-sale 7
USD-buy / CNY-sale 554
EUR-buy / USD-sale (12)
EUR-sale / GBP-buy (16)
CZK-buy / EUR-sale (3)
EUR-sale / USD-buy 7
USD-sale / CZK-buy (791)
USD-sale / EUR-buy (1,084)
USD-sale / GBP-buy (92)
Total (3,816) (3,677)
Fair value: + = receivable, — = liability from the Lenzing Group’s perspective
Nominal value and fair value of cash flow hedge derivatives for currency risks with the underlying already recognized in profit or loss (previous year)
31/12/2017 EUR '000

Positive fair value Net fair value

Forward foreign exchange contracts

CNY/CNH-sale / USD-buy (o] (388)
CNY/CNH-sale / EUR-buy 635 338
CNY/CNH-sale / GBP-buy (o] (197)
CNY/CNH-buy/ EUR-sale (o] (2)
CZK-buy / EUR-sale 26 26
USD-buy / CNY-sale 0 (367)
EUR-sale / GBP-buy 1 (64)
USD-sale / CZK-buy 1,223 1,223
USD-sale / EUR-buy 3,125 3,125
USD-sale / GBP-buy 175 175
Total 5,185 3,869
Fair value: + = receivable, — = liability from the Lenzing Group’s perspective
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Fair value hedge derivatives for options

The nominal value of fair value hedge derivatives amounts to
EUR 11,773 thousand as at December 31, 2018 (December 31,
2017: EUR 11,777 thousand). The fair value of fair value hedge
derivatives amounts to EUR O thousand as at December 31, 2018
(December 31, 2017: EUR 3,387 thousand).

The carrying amount of the investment amounts to
EUR 6,681 thousand as at December 31, 2018 (December 31, 2017:
EUR 6,633 thousand). The hedged item is recognized under
financial assets. The change in value for the hedged item and the
hedge which was used to calculate ineffectiveness amounts to
EUR 0,0 thousand as at December 31, 2018 (December 31, 2017:
EUR 0 thousand).

The risk management goal is to hedge the value of the investment
against value fluctuations. A put/call option is used as a hedge.
The hedge ratio is determined based on the nominal value. The
hedging instruments run until 2021 and 2022.

Cash flow hedge derivatives for currency risks
The following table shows the carrying amounts, the hedging
reserve and the ineffectiveness of the hedged items designated
as hedging instruments (purchases and sales):

Disclosures on hedged items of cash flow hedge derivatives

EUR '
for currency risks — ineffectiveness UR 000

2018

Currency risks Ineffectiveness

Sales

Purchases

Total

Development of the hedging reserve EUR '000

Cost of
hedging
Hedging reserve as at 01/01 _
Cash flow hedges - changes in fair (162)
value recognized during the year
Reclassification to revenue (120)
Reclassification to inventories (18)

Hedging reserve as at 31/12

2018

Development of the hedging reserve (previous year) EUR '000

2017

Hedging reserve as at 01/01

Cash flow hedges — changes in fair value recognized during the year

Reclassification to revenue

Reclassification to inventories

Hedging reserve as at 31/12
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Sensitivity analysis and exposure for currency
risks

The Lenzing Group uses the following assumptions for its sensi-
tivity analysis:

e The sensitivity of profit or loss is based on the receivables and
liabilities recognized by the group companies which are de-
nominated in a currency other than the functional currency of
the relevant company and the open derivatives from cash
flow hedges for currency risks in cases where the hedged
item was already recognized in profit or loss as at the report-
ing date. The carrying amounts of the receivables and liabili-
ties, respectively the nominal values of the derivatives, corre-

The following tables show the sensitivities and exposure for cur-
rency risk as at the reporting dates:

Sensitivity analysis and risk exposure for foreign currency risks (EUR)

spond to the exposure. The individual exposures are present-
ed consistently in relation to the US dollar and euro for the
aggregation to the Group’s exposure.

The sensitivity of other comprehensive income as at the re-
porting date is based on the open derivatives from cash flow
hedges for currency risks in cases where the hedged item has
not yet been recognized in profit or loss. The nominal value of
the open derivatives corresponds to the exposure.

EUR'000

31/12/2018

Sensitivity to 10%
devaluation of the

EUR-USD
EUR-GBP
EUR-CNY/CNH
EUR-CZK
EUR-HKD
EUR-THB

Sensitivity of profit or loss
(due to receivables and liabilities)

Sensitivity of other comprehensive income
(due to cash flow hedge derivatives)

Sensitivity of equity (12,648)

31/12/2017

Sensitivity to 10%
revaluation of the
EUR

o
=

(2,518)

Group exposure in
relation to EUR

23,345

20,826

Group exposure: + receivable, — liability; sensitivity: + increase in profit/other comprehensive income, - decrease in profit/other comprehensive income

Sensitivity analysis and risk exposure for foreign currency risks (USD/GBP)

EUR'000

31/12/2018

Sensitivity to 10%
devaluation of the
USD/GBP

USD-IDR
USD-GBP
USD-CNY/CNH
USD-CzK
USD-THB
USD-BRL
GBP-CNY/CNH
GBP-JPY

Sensitivity of profit or loss
(due to receivables and liabilities)

Sensitivity of other comprehensive income
(due to cash flow hedge derivatives)

Sensitivity of equity

31/12/2017

Group exposure in
relation to
USD/GBP

Sensitivity to 10%
revaluation of the
USD/GBP

(5,400)

(6,898)

Group exposure: + receivable, — liability; sensitivity: + increase in profit/other comprehensive income, - decrease in profit/other comprehensive income
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Commodity risk

The gas price risk is hedged physically through supply contracts.
The group is also subject to the usual market price risks in con-
nection with its business activities (especially relating to wood,
chemicals, pulp and energy) which are not hedged with deriva-
tives or financial instruments, but protected through other
measures (above all, long-term and short-term supply contracts
with various suppliers).

Interest rate risk

The Lenzing Group is exposed to interest rate risk through its
business-related financing and investing activities. Interest rate
risks arise through potential changes in the market interest rate.
They can lead to a change in the fair value of fixed rate financial

Risk exposure for interest rate risks

instruments and to fluctuations in the cash flows from interest
payments for floating rate financial instruments. Interest rate risks
and the resulting risk concentrations are managed by monitoring
and adjusting the composition of fixed rate and floating rate
primary financial instruments on an ongoing basis and by the
selective use of derivative financial instruments.

Sensitivity analysis and exposure for interest
rate risk

The following tables show the exposure for interest rate risks at
the reporting dates in the form of the carrying amounts of inter-
est-bearing primary financial instruments:

EUR'000

Cash and cash equivalents

Financial assets'

Financial liabilities

Total

Risk exposure for interest rate risks (previous year)

31/12/2018

Fixed and
floating rate
interest

33,035

(19,426
(19,426)

EUR'000

Cash and cash equivalents

Financial assets'

Financial liabilities

Total

+ Receivables, - liabilities

31/12/2017

Fixed and
floating rate
interest

(24,210)
(24,210)

1) Includes, among others, the GF82 wholesale fund whose income is distributed or reinvested.
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Sensitivity analyses are performed for the interest rate risks arising
from floating rate financial instruments. They show the effects of
hypothetical changes in interest rates on profit or loss, other
comprehensive income and equity.

The Lenzing Group uses the following assumptions in its analysis
of the interest rate risk arising from floating rate financial instru-
ments:

e The sensitivity analysis includes all floating rate primary finan-
cial instruments as at the reporting date.

e The exposure corresponds to the carrying amount of the
floating rate financial instruments.

The sensitivities and exposure for the interest rate risks arising
from floating rate financial instruments are as follows as at the
reporting dates:

Sensitivity analysis for interest rate risks from floating rate

. . EUR '000
financial instruments

Sensitivity to

a100 bp

31/12/2018 increase in
the interest

rate level

Cash and cash equivalents

Financial liabilities

Sensitivity of profit or loss/equity

Sensitivity analysis for interest rate risks from floating rate

. s . EUR '000
financial instruments (previous year)

Sensitivity to

a100 bp

31/12/2017 increase in
the interest

rate level

Cash and cash equivalents

Financial liabilities

Sensitivity of profit or loss/equity

1) A reduction in the basis points results in a proportional decrease in the sensitivity.
2) Assumption that negative interest will we paid
3) The calculation excludes liabilities for which negative interest is not calculated.

Additional information on financial risk management and financial
instruments is provided in the risk report of the Lenzing Group’s
management report as at December 31, 2018.
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Disclosures on Leases

Note 38. Finance leases

Property, plant and equipment includes assets obtained through
finance leases in which the Lenzing Group is the lessee. The
finance leases include, among others, agreements for the mod-
ernization of small hydropower plants under which the lessor
agrees to construct, operate and maintain power plants as part of
the revitalization. All of the energy generated is purchased by
Lenzing AG for a contractually agreed fee, part of which serves to
cover the investment costs and is considered a contingent lease
payment. The ownership of the power plants will be transferred to
Lenzing AG after the agreements expire in exchange for the pay-
ment of a transfer fee. This lease has a term of 25 years. The
Lenzing Group has also concluded finance leases for an industrial
primary clarifier and related expansion investments. The ownership
of the plant, including the land, can be transferred to Lenzing AG
after the agreements expire in exchange for the payment of a
transfer fee. This lease has a term of up to 16 years.

The Lenzing Group currently has no finance leases in which it
serves as the lessor.

The present value of minimum lease payments is as follows:

The carrying amount of the leased assets is as follows:

Carrying amount of leased assets EUR’000

Technical
equipment
and machin-
ery, factory
and office

2018

equipment

Cost

Accumulated depreciation

Carrying amount as at 31/12/2018

Carrying amount of leased assets (previous year) EUR’000

Technical
equipment
and machin-
ery, factory
and office
equipment

2017

Cost

Accumulated depreciation

Carrying amount as at 31/12/2017

Minimum lease payments as lessee (finance leases) EUR’000
31/12/2018 31/12/2017

Total

Total future minimum lease payments 2,751

Thereof interest component (899)

Total 1,852
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Note 39. Operating leases

The Lenzing Group as the lessee

The Lenzing Group has obligations from rental and lease agree-
ments for property, plant and equipment that are not recognized
in the consolidated statement of financial position. Earnings be-
fore interest and tax in 2018 include expenses of
EUR 14,784 thousand (2017: EUR 14,308 thousand) from rental and
lease agreements. These expenses consist primarily of minimum
lease payments.

The future minimum lease payments during the non-cancellable
term of these leases relate to IT equipment, motor vehicles, rail
cars and office and storage premises and are as follows, classified

by year:

Minimum lease payments as lessee (operating leases) EUR '000
31/12/2018 31/12/2017

In the following year 8,537 8,378

In the following 2—-5 years 12,648 9,769

Thereafter 1,250 732

Total 22,435 18,879

The conditions of the main operating leases can be summarized
as follows:

e IT equipment: The leases have a term of up to three years,
and there are no price adjustment clauses.

e Motor vehicles: The leases have a term of up to five years.
These agreements do not include an option to acquire the
vehicles at the end of the contract term and there are no
price adjustment clauses.

e Rail cars: The leases have a term of up to twelve years and
can be canceled after a minimum period. Some of the leases
have price adjustment clauses.

e Office and storage premises: The leases have a term of up
to five years and do not include an option to purchase the
office and storage premises at the end of the contract term.
Some of the leases include extension options and price ad-
justment clauses.

e Wastewater treatment plant: The lease has a term of five
years. After five years the lease can be extended by three
years. The agreement does not include an option to acquire
the wastewater treatment plant at the end of the contract
term and there are no price adjustment clauses.
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The Lenzing Group as the lessor

The future minimum lease payments during the non-cancellable
term of the leases relate primarily to land and buildings and are as
follows, classified by year:

Minimum lease payments as lessor (operating leases) EUR'000

31/12/2018 31/12/2017
In the following year 3,743 4,106
In the following 2-5 years 9,259 9,160
Thereafter 6,882 7,967
Total 19,884 21,233

The most important lease involves land on which a recycling plant
is operated. The lease payments are indexed. The lease was con-
cluded for an indefinite term and can be canceled at the earliest
as at December 31, 2029, subject to a six-year notice period.



Disclosures on Related Parties and Executive Bodies

Note 40. Related party disclosures

Overview

Related parties of the Lenzing Group include, in particular, the
member companies of the B&C Group together with its subsidiar-
ies, joint ventures and associates and its corporate bodies (execu-
tive board/management and supervisory board, where applicable)
as well as close relatives of the members of the corporate bodies
and companies under their influence (see note 1 “Description of
the company and its business activities” and note 41). The
amounts and transactions between Lenzing AG and its consoli-
dated subsidiaries are eliminated through consolidation and are
not discussed further in this section.

B&C Privatstiftung is managed by a board of trustees. No mem-
ber of the Management Board of Lenzing AG is a member of this
board of trustees or the management/management board of a
subsidiary of B&C Privatstiftung, with the exception of subsidiar-
ies of the Lenzing Group. The Lenzing Group has no influence
over the business activities of B&C Privatstiftung.

The members of the corporate bodies of Lenzing AG (in particu-
lar, the Supervisory Board) and the above-mentioned entities are,
in some cases, also members of the corporate bodies or share-
holders of other companies with which Lenzing AG maintains
ordinary business relationships. The Lenzing Group maintains
ordinary business relationships with banks that involve financing,
investing and derivatives.

Relationship with related companies

In connection with the tax group established with B&C Group
(see note 30), the Lenzing Group recognized a tax credit of
EUR 386 thousand through profit or loss in 2018 (2017: tax liability
of EUR 217 thousand). Contractual obligations resulted in the
payment or advance payment of tax allocations totaling
EUR 39,251 thousand in 2018 (2017: EUR 50,072 thousand). The
Lenzing Group recognized a receivable of EUR 2,391 thousand
towards B&C Group from the tax allocation, after the deduction
of advance payments, as at December 31, 2018 (December 31,
2017: liability of EUR 4,671thousand). Income tax expense of
EUR 32,392 thousand was recognized in 2018 as a result of the
tax allocation to B&C Group (2017: EUR 42,718 thousand).

Relationships with companies accounted for
using the equity method and their material
subsidiaries

Transactions with companies accounted for using the equity
method and their material subsidiaries relate primarily to:

Material relationships with companies
accounted for using the equity method

Distribution of fibers, delivery of pulp,
loan assignment

Provision of infrastructure and
administrative services

Operation of a recycling plant and
purchase of the generated steam;
rental of land

Provision of infrastructure and
administrative services

Loan liability

Purchase of wood

Loan liability

The scope of material transactions and the outstanding balances
with companies accounted for using the equity method and their
major subsidiaries are as follows:

Relationships with companies accounted for using the equity

method and their material subsidiaries EUR000

Associates Joint ventures

2017 2017

76,645

Goods and services

provided and other 11,471
income
Goods and services
received and other 35,685 11,623
expenses

31/12/2017 31/12/2017
Receivables 21,020 12
Liabilities 7

Bad debt provisions of EUR 1,250 thousand for trade receivables
from companies accounted for using the equity method were
recognized to profit or loss as expense in 2018 (2017:
EUR 750 thousand).

Kelheim Fibers GmbH, Kelheim, Germany, a subsidiary of the
equity-accounted investee EQUI-Fibres Beteiligungsgesellschaft
mbH, Kelheim, Germany, received a long-term, unsecured loan of
EUR 5,000 thousand from Lenzing AG in 2017. The interest re-
flects standard bank rates. An impairment loss on this loan of
EUR 949 thousand was recognized to profit or loss in the 2018
financial year.
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LD Florestal S.A. Sao Paulo, Brazil, which is accounted for using
the equity method, issued an unsecured loan of EUR 13,161 thou-
sand to the fully consolidated subsidiary LD Celulose S.A., Sao
Paulo, Brazil in 2018, which carries standard bank interest rates.
EUR 1,240 thousand of the loan were drawn down as at Decem-
ber 31, 2018.

There were no major transactions with the other
consolidated subsidiaries in 2017 and 2018.

non-

Relationships with members of the
Management Board and Supervisory Board of
Lenzing AG

The fixed and variable current remuneration recognized by Len-
zing AG for the active members of the Management Board are as
follows:

Fixed and variable current remuneration expensed for active members of the Management Board EUR '000
Stefan Doboczky Robert van de Kerkhof Thomas Obendrauf Heiko Arnold’ Total

2018 2017 2018 2017 2018 2017 2018 2017 2018 2017

Fixed current remuneration 778 643 437 437 397 397 398 328 2,010 1,805

Variable current remuneration 588 1,732 213 654 250 760 272 181 1,324 3,326

Total 1,366 2,374 650 1,091 647 1,157 670 509 3,333 5,131

1) Member of the Management Board since May 1, 2017.

The above total of EUR 3,333 thousand reported for 2018 (2017:
EUR 5,131 thousand) includes short-term employee benefits (fixed
and variable current remuneration). The active members of the
Management Board were also granted post-employment benefits
of EUR 236 thousand (2017: EUR 216 thousand) in the form of
company pension and severance plans. In addition, the provisions
for the entitlements from long-term bonus models for active
members of the Management Board (other long-term employee
benefits) were increased by EUR 1,940 thousand through profit or
loss in 2018 (2017: EUR 1,501 thousand).

In accordance with the contracts valid in the 2018 financial year,
the benchmark for the long-term bonus component for all mem-
bers of the Management Board is the increase in the value of the
Lenzing Group, computed according to an agreed formula, over a
period of several years (also including EBITDA and net debt). The
bonus payments are dependent on the attainment of a minimum
increase in value and have an upper limit. If an offer by the com-
pany to extend the employment contract is rejected after the end
of the current contract term, any existing bonus claim is reduced
accordingly. Payment is made in cash and is classified as other
long-term employee benefits in accordance with IAS 19.

In connection with the reappointment of Stefan Doboczky in
December 2017 for the period from June 1, 2018 to December 31,
2022 (“‘new contract®), the agreed partial payment in the form of
shares based on the employment contract for the period from
June 1, 2015 to May 31, 2018 (“old contract®) was converted to full
cash payment. As in the previous years, EUR 743 thousand were
recognized as an expense in 2017 for the bonus entitlement to be
settled in equity instruments and reported under personnel ex-
penses as share-based payment under IFRS 2. At the same time,
retained earnings were increased by an equal amount. The valua-
tion of the share-based payment was made taking into account
discounting effects and the probability of utilization, but excluding
expected dividends. The change to full cash settlement resulted
in the classification of the commitment under other long-term
employee benefits in accordance with IAS 19 and a reclassifica-
tion from retained earnings to provisions. The long-term bonus
under the old contract is paid equally in 2018 and 2019 unless
Stefan Doboczky resigns from his mandate before that time.
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Since the Management Board mandate of Thomas Obendrauf has
been extended (until June 30, 2022), the secondary condition to
the full entitlement has now been met. Therefore, a provision was
recognized for the first time as at December 31, 2018. The pay-
ment will be made in 2019.

In addition to the extension of the mandate of Thomas Obendrauf,
the Management Board mandate of Robert van de Kerkhof was
also extended (until December 31, 2023). In connection with
these extensions, the contracts of all four members of the Man-
agement Board were rewritten in January 2019, in particular with
respect to the provisions regarding variable remuneration com-
ponents. The new benchmark for the long-term bonus compo-
nent consists of selected key indicators of the Lenzing Group,
each over a three-year calculation period. During these periods,
the company’s capital market performance will be measured in
comparison with a group of selected publicly listed companies.
To this end, the total shareholder return, i.e. the development of
the share price including the dividend payout, is determined and
compared with the peer group. The long-term bonus component
will in the future be paid out in tranches upon expiry of the re-
spective calculation period independent of an extension of the
Management Board mandate.

The expenses for the active members of the Supervisory Board of
Lenzing AG (short-term employee benefits in the form of remu-
neration and attendance fees for the Supervisory Board members
and change of provisions) amounted to EUR 906 thousand in
2018 (2017: EUR 789 thousand).

The remuneration expensed for key management personnel,
which comprises the active members of the Management Board
and Supervisory Board of Lenzing AG, in line with their functions
is summarized below (including changes in provisions):



Remuneration for key management personnel (expensed) EUR'000
2018 2017
Remuneration for the Management Board
Short-term employee benefits 3,333 5,131
Other long-term employee benefits 1,940 1,501
Post-employment benefits 236 216
Share-based remuneration 0 743
Remuneration for the Management Board 5,509 7,592
Remuneration for the Supervisory Board
Short-term employee benefits 906 789
Total 6,415 8,381

The employee representatives on the Supervisory Board who
were delegated by the Works Council are entitled to regular
compensation (wage or salary plus severance and jubilee bene-
fits) under their employment contracts. This compensation repre-
sents appropriate remuneration for their role/activities performed
in the company.

In line with customary market and corporate practice, Lenzing AG
also grants additional benefits, which are considered non-cash
benefits, to the members of the Management Board, selected
senior executives and Supervisory Board members. One example
of such benefits is insurance coverage (D&O, accident, legal
protection etc.), whereby the costs are carried by the Lenzing
Group. The insurers receive total premium payments, i.e. there is
no specific allocation to the Management Board and the Supervi-
sory Board. In addition, the members of the Management Board
and selected senior executives are provided with company vehi-
cles. The members of the Management Board and the Superviso-
ry Board are also reimbursed for certain costs incurred, above all
travel expenses. The principles of the remuneration system for the
Management Board and the Supervisory Board are described in
detail and disclosed in the 2018 corporate governance report of
the Lenzing Group.

The members of the Management Board and Supervisory Board
received no advances, loans or guarantees. The Lenzing Group
has not entered into any contingencies on behalf of the Manage-
ment Board or Supervisory Board. Directors’ dealings reports
relating to the members of the Management Board and Super-
visory Board are published on the Austrian Financial Market
Authority website (see http://www.fma.gv.at).

Post-employment benefits of EUR 232 thousand were recognized
for former members of the Management Board of Lenzing AG or
their surviving dependents in the form of gains on the income
statement and allocations to other comprehensive income (2017:
expenses of EUR 342 thousand). The present value of the pension
provision recognized in this context, after deduction of the fair
value of plan assets (net obligation), amounted to EUR 6,152
thousand as at December 31, 2018 (December 31, 2017:
EUR 7133 thousand).

Note 41. Executive Bodies

Members of the Supervisory Board

Ap
[ ]

Hanno Bastlein
Chairman
Christoph Kollatz

Deputy Chairman (since April 12, 2018)

Veit Sorger
Deputy Chairman
Felix Strohbichler

Deputy Chairman (up to April 12, 2018)

Helmut Bernkopf

Peter Edelmann (since April 12, 2018)
Felix Fremerey (since April 12, 2018)

Franz Gasselsberger

Patrick Prigger

Astrid Skala-Kuhmann
Josef Krenner (up to April 12, 2018)

pointed by the Works Council
Johann Schernberger

Chairman of the Group Works Council
Chairman of the Works Committee

Chairman of the Works Council for Waged Employees

Georg Liftinger

Chairman of the Works Council for Salaried Employees
Deputy Chairman of the Works Committee

Helmut Kirchmair

Deputy Chairman of the Works Council for Waged Employees

Herbert Brauneis,

Deputy Chairman of the Works Council for Waged Employees

(since April 12, 2018)
Daniela Fodinger

Deputy Chairwoman of the Works Council for Salaried

Employees

Members of the Management Board

Stefan Doboczky

Chief Executive Officer (CEO)
Chairman of the Management Board
Robert van de Kerkhof

Chief Commercial Officer (CCO)
Member of the Management Board

Thomas Obendrauf

Chief Financial Officer (CFO)
Member of the Management Board

Heiko Arnold

Chief Technology Officer (CTO)
Member of the Management Board (since May 1, 2017)
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Other Disclosures

Note 42. Financial guarantee
contracts, contingent assets and
liabilities, other financial obligations
and legal risks

The Lenzing Group has entered into contingent liabilities of
EUR 6,075 thousand (December 31, 2017: EUR 17,401 thousand),
above all to secure claims related to the sale of certain equity
investments and claims by suppliers, for possible default on sold
receivables (also see note 35) and for claims by third parties out-
side the group. Less important contingent liabilities involve grant-
ed retentions. The reported amounts represent the maximum
payment obligation from the viewpoint of the Lenzing Group, and
there is only a limited potential for recoveries.

The Lenzing Group provides committed credit lines of
EUR 13,198 thousand (December 31, 2017: EUR 19,486 thousand)
to third parties. These credit lines were not used as at Decem-
ber 31, 2018 and December 31, 2017 (also see note 20).

The Lenzing Group carries obligations for severance payments
and anniversary benefits for former employees of certain sold
equity investments up to the amount of the notional claims at the
sale date. Provisions were recognized for these obligations as at
the reporting date at an amount equal to their present value cal-
culated in accordance with actuarial principles. Lenzing AG, in
particular, has also assumed liabilities to secure third-party claims
against consolidated companies; these claims are considered
unlikely to be realized. The Management Board is not aware of
any other financial obligations with a significant impact on the
financial position and financial performance of the Group.
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The obligations arising from outstanding orders for intangible
assets and property, plant and equipment amounted to
EUR 50,003 thousand as at December 31, 2018 (December 31,
2017: EUR 123,737 thousand). The Lenzing Group has long-term
purchase obligations related to raw material supplies, in particular
for wood, pulp, chemicals and energy.

As an international corporation, the Lenzing Group is exposed to
a variety of legal and other risks. These risks are related, above all,
to product defects, competition and antitrust law, patent law, tax
law, employees and environmental protection (in particular, for
environmental damage at production locations). It is impossible to
predict the outcome of pending or future legal proceedings, and
rulings by the courts or government agencies or settlement
agreements can lead to expenses that are not fully covered by
insurance which could have a material impact on the group’s
future financial position and financial performance. Additional
information is provided in the risk report of the Lenzing Group’s
management report as at December 31, 2018.

The Group is currently involved in various legal proceedings as a
result of its operating activities, particularly in the area of patent
law. The Management Board assumes the proceedings that are
known at the present time will not have a significant impact on
the group’s current financial position and financial performance or
has created sufficient provisions for the related risks.



Note 43. Group companies

In addition to Lenzing AG, the Lenzing Group includes the follow-
ing companies (list of group companies in accordance with Sec-
tion 245a Para. 1in conjunction with Section 265 Para. 2 of the
Austrian Commercial Code):

Group companies

Consolidated companies

ASIA Fiber Engineering GmbH, Vienna, Austria’

Avit Investments Limited, Providenciales, Turks and Caicos

Beech Investment s.r.o., Zlaté Moravce, Slovakia

BZL - Bildungszentrum Lenzing GmbH, Lenzing, Austria

Cellulose Consulting GmbH, Vienna'

LD Celulose S.A., Sao Paulo, Brazil

Lenzing Biocel Paskov a.s., Paskov, Czech Republic

Lenzing Elyaf Anonim Sirketi, Istanbul, Turkey
Lenzing Fibers (Shanghai) Co., Ltd., Shanghai, China

Lenzing Fibers GmbH, Heiligenkreuz, Austria

Lenzing Fibers Grimsby Limited, Grimsby, UK

Lenzing Fibers Holding GmbH, Lenzing, Austria

Lenzing Fibers (Hongkong) Ltd., Hong Kong, China
Lenzing Fibers Inc., Axis, USA

Lenzing Fibers Ltd., Manchester, UK

Lenzing Global Finance GmbH, Munich, Germany

Lenzing Holding GmbH, Lenzing, Austria

Lenzing Korea Yuhan Hoesa, Seoul, Republic of Korea

Lenzing Land Holding LLC., Dover, USA

Lenzing Modi Fibers India Private Limited, Mumbai, India

Lenzing (Nanjing) Fibers Co., Ltd., Nanjing, China

Lenzing Singapore Pte. Ltd., Singapore, Republic of Singapore

Lenzing Technik GmbH, Lenzing, Austria
Lenzing (Thailand) Co., Ltd., Bangkok, Thailand

Penique S.A., Panama, Panama

PT. South Pacific Viscose, Purwakarta, Indonesia?

Pulp Trading GmbH, Lenzing, Austria

Reality Paskov s.r.o., Paskov, Czech Republic

Wasserreinhaltungsverband Lenzing — Lenzing AG, Lenzing, Austria®

Companies accounted for using the equity method

Associates:

EQUI-Fibres Beteiligungsgesellschaft mbH, Kelheim, Germany

Gemeinnutzige Siedlungsgesellschaft m.b.H. fir den Bezirk Vocklabruck,
Lenzing, Austria®

LD Florestal S.A., Sao Paulo, Brazil

Lenzing Papier GmbH, Lenzing, Austria

PT. Pura Golden Lion, Jakarta, Indonesia

WWE Wohn- und Wirtschaftspark Entwicklungsgesellschaft m.b.H.,
Vienna, Austria

Joint ventures

RVL Reststoffverwertung Lenzing GmbH, Lenzing, Austria

Wood Paskov s.r.o., Paskov, Czech Republic

Unconsolidated companies:

European Precursor GmbH, Kelheim, Germany®

31/12/2018

Share capital

2,201,000
6,639
43,604

6,762,346
280,000,000
3,500,000
200,000
363,364

35,000
16,000,000

o

25,000

35,000
280,000,000
10,000
1,166,176,090
64,440,000
1,000,000
35,000
1,041,000,000
5,000
72,500,000,000
40,000
900,000

2,000,000

1,155,336

42,939,357
35,000
2,500,000, 000

36,336

36,336
2,000,000

31/12/2017

Share capital

36,336
2,201,000
6,639
43,604
36,336

280,000,000
3,500,000
200,000
363,364

35,000
16,000,000

o

25,000

35,000
280,000,000
10,000
1,159,786,090
64,440,000
1,000,000
35,000
721,000,000
5,000
72,500,000,000
40,000
900,000

2,000,000

1,155,336

35,000
2,500,000,000

36,336

36,336
2,000,000

N
[ [N
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Comments:

1) The liquidation process was completed in 2018.

2) The share held directly by the Lenzing Group equals 88.08 percent (December 31, 2017: 88.08 percent). A further 11.92 percent of the shares are held indirectly via PT. Pura
Golden Lion, Jakarta, Indonesia, an associate of the Lenzing Group. The total calculated share therefore equals 92.85 percent.

3) The Lenzing Group participates through a membership. It holds 50 percent of the voting rights and can appoint half of the management board members. Since all assets are
attributable to the respective landowner under company law, the entity is notionally a separate company (a so-called “silo structure”). Assets located on the Lenzing Group’s land
are therefore included in the consolidation.

4) This investment is not included in the consolidated financial statements as a subsidiary, even though the Lenzing Group holds 99.9 percent of the voting rights in the company.
In light of the given circumstances, the Lenzing Group does not control this company because its power is limited and because the returns hardly vary or can hardly be influenced
by the Lenzing Group. Significant influence is exercised by the Lenzing Group over the financial and operating policies of this company, in particular through representation on
management bodies and participation in decision-making processes.

5) The company is in liquidation, which was largely completed from an economic perspective as at December 31, 2013. In accordance with the German Commercial Code, the
company’s equity on the liquidation balance sheet amounted to EUR minus 22,944 thousand as at December 9, 2017 (EUR minus 22,719 thousand as at December 9, 2016). The
Lenzing Group does not expect any further material negative effects. This company is not included in the consolidation because it is immaterial from the Group’s perspective.
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Note 44. Significant events after the
end of the reporting period

On February 1, 2019 a fire occurred at the production site in Heili-
genkreuz, which led to a shutdown of the production lines. Work
is currently being carried out to repair the damage and resume
production. Due to the expected insurance coverage of material
damage and interruption of operations, the management current-
ly estimates that the financial damage will be limited to the de-
ductible, which is a minor amount.

Other than that, the Lenzing Group is not aware of any significant
events occurring after the reporting date on December 31, 2018
which would have resulted in a different presentation of its finan-
cial position and financial performance.

Note 45. Authorization of the
consolidated financial statements

These consolidated financial statements were approved on
March 5, 2019 (consolidated financial statements as at Decem-
ber 31, 2017: March 6, 2018) by the Management Board for review
by the Supervisory Board, presentation to the Annual General
Meeting and subsequent publication. The Supervisory Board may
require changes to the consolidated financial statements as part
of its review.

Lenzing, March 5, 2019
Lenzing Aktiengesellschaft

The Management Board

Stefan Doboczky Robert van de Kerkhof Thomas Obendrauf Heiko Arnold

Chief Executive Officer
Chairman of the Management
Board

Chief Commercial Officer
Member of the Management
Board

Chief Financial Officer
Member of the Management
Board

Chief Technology Officer
Member of the Management
Board
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Auditor’s Report

Report on the Consolidated Financial
Statements

Audit Opinion

We have audited the consolidated financial statements of Lenzing
Aktiengesellschaft, Lenzing, and its subsidiaries (the Group),
which comprise the consolidated Balance Sheet as at 31 Decem-
ber 2018, and the Consolidated Income Statement, Consolidated
Statement of Profit or Loss and Other Comprehensive Income,
Consolidated Statement of Changes in Equity and Consolidated
Statement of Cash Flows for the year then ended, and the Notes
to the Consolidated Financial Statements.

In our opinion, the consolidated financial statements present
fairly, in all material respects, the consolidated financial position
of the Group as of 31 December 2018, and its consolidated finan-
cial performance and consolidated cash flows for the year then
ended in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the EU, And the additional re-
quirements pursuant to Section 245a UGB (Austrian Commercial
Code).

Basis for our Opinion

We conducted our audit in accordance with the EU Regulation
537/2014 ("EU Regulation") and Austrian Standards on Auditing.
These standards require the audit to be conducted in accordance
with International Standards on Auditing (ISA). Our responsibilities
under those standards are further described in the “Auditor’s
Responsibilities” section of our report. We are independent of the
audited Group in accordance with Austrian Generally Accepted
Accounting Principles and professional regulations, and we have
fulfilled our other responsibilities under those relevant ethical
requirements. We believe that the audit evidence we have ob-
tained is sufficient and appropriate to provide a basis for our audit
opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the financial
statements. These matters were addressed in the context of our
audit of the financial statements as a whole, however, we do not
provide a separate opinion thereon.
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Impairment of Cash-Generating Units
“Fiber Site China” and “Fiber Site Indonesia”
See Note 18 and Note 19.

Risk for the financial statements

In the financial year 2018 Lenzing Aktiengesellschaft identified
triggering events that the cash-generating units “Fiber Site China”
and “Fiber Site Indonesia” may be impaired in accordance with
IAS 36 “Impairment of Assets” The estimated recoverable
amounts (impairment test) of both cash generating units exceed-
ed their carrying amounts.

The estimation of the recoverable amount of cash-generating
units in accordance with IAS 36 requires assumptions and esti-
mates, such as the estimated future cash flows, as well as the
determination of the applicable discount rate.

There is a risk that assumptions and estimates used to estimate
the recoverable amount are not appropriate. This could have a
significant impact on the recoverable amount and therefore the
carrying amounts of the cash-generating units in the consolidated
statement of financial position, as well as the operating result in
the consolidated income statement.

Our response
We have audited the impairment test carried out by the company
with support of our internal valuation experts as follows.

To assess the adequacy of the planned future cash flows, we
gained an understanding of the planning process and compared
the future cash flows used for impairment testing with the most
recent budget approved by the supervisory board as well as the
mid-term planning approved by the management board.

Additionally, we discussed the assumptions for growth rates and
operating results with the Management and ascertained to what
degree the historical experiences affect the Management's plan-
ning process, and whether external factors were considered
adequately. We assessed compliance to budget by comparing the
budgets of previous years with the reported actual figures.

Furthermore, we assessed the methodology used for impairment
testing and the determination of the capital cost rates for compli-
ance with the applicable standards. Our internal valuation experts
compared the assumptions, on which the determination of capital
cost rates were based, with market- and industry-specific refer-
ence values and verified the mathematical accuracy of the calcu-
lation.



Impairment of the cash generating Unit “Fiber Site USA”
See Note 18.

Risk for the financial statement

In September 2018 the Management of Lenzing Aktiengesell-
schaft decided to temporarily stop the construction of additional
Lyocell capacities in Mobile, Alabama, USA. As a result the com-
pany estimated the recoverable amount of the cash-generating
unit “Fiber Site USA”. The estimated recoverable amount (impair-
ment test) exceeds the carrying amount of the cash- generating
unit.

Furthermore, the Management Board of Lenzing Aktiengesell-
schaft evaluated whether there are any uncertainties regarding
the future economic benefits of the projects costs recorded as
assets under construction, by the time the Management Board
expects the project to be continued. Subsequently, the recovera-
ble amount of selected assets under construction was estimated
which resulted in an impairment loss of EUR 8.6 mn.

The calculation of the recoverable amount of cash-generating
units in accordance with IAS 36 requires assumptions and esti-
mates, such as the estimated future cash flows, as well as the
determination of the applicable discount rate.

There is a risk that assumptions and estimates used to estimate
the recoverable amount are not appropriate. This could have a
significant impact on the recoverable amount and therefore the
carrying amounts of property, plant and equipment in the consol-
idated statement of financial position, as well as the operating
result in the consolidated income statement.

Our response
Basically we performed audit procedures equal to those outlined
above under “Impairment of Cash-Generating Units”.

In addition we discussed with management the intended continu-
ation of the construction of additional Lyocell capacities at the
mentioned site and assessed whether it appears sufficiently real-
istic.

In order to assess appropriateness of management's estimates
about the future use of project costs recorded in assets under
construction incurred for the construction of additional Lyocell-
capacities, we critically assessed management's documentation.
Additionally we discussed with management all assumptions
made in the calculation of the recoverable amount and evaluated
their plausibility.

Recoverability of the equity investment in EQUI-Fibres
Beteiligungsgesellschaft mbH (EFB) as well as the
outstanding receivables due from the acquirer of EFB
(including subsidiaries)

See Note 20 and Note 21.

Risk for the financial statements

Because of a fire in the financial year 2018 in a plant of EQUI-
Fibres Beteiligungsgesellschaft mbH group, Lenzing Aktiengesell-
schaft identified a triggering event that the equity investment in
EFB may be impaired under IAS 36. Moreover, the Management
Board of Lenzing Aktiengesellschaft assumed that default risk for

the receivables due from the acquirer of EFB (including subsidiar-
ies) has increased since the last evaluation.

Therefore Lenzing Aktiengesellschaft estimated the recoverable
amount in accordance with IAS 36 for the equity investment in
EFB (impairment test), as well as the expected credit loss for the
receivables due from the acquirer of EFB (including subsidiaries)
in accordance with IFRS 9. This resulted in an impairment loss on
the equity investment accounted for at-equity of EUR 1.3 mn, as
well as on the outstanding purchase price receivable and long-
term loans due from the acquirer (including subsidiaries) of EUR
7.8 mn.

The valuation of the recoverable amount of equity investments,
which are accounted under the equity method, in accordance
with IAS 36 requires assumptions and estimates, in particular of
the estimated future cash flows , as well as the determination of
the applicable discount rate. The determination of the expected
lifetime credit loss in accordance with IFRS 9 also requires esti-
mates of default probabilities and repayments.

For the consolidated financial statements the risk remains that
inadequate assumptions and estimations could have a material
impact on the result of the impairment test and as such, on the
carrying amount of equity investments and loans in the consoli-
dated statement of financial position and on the financial result in
the consolidated income statement.

Our response

Our audit approach for the impairment test is similar to the one
that is outlined above under “Impairment of Cash- Generating
Units”.

Our valuation experts assessed the appropriateness of the as-
sumptions in accordance with IFRS 9, on which the determination
of the default probabilities and repayments were based, against
market- and industry-specific reference values and verified the
mathematical accuracy of the calculation. Moreover, we dis-
cussed with the company’s managers and ascertained to which
degree external factors and up-to-date information of the eco-
nomic situation of the acquiring company, as a group, were given
appropriate consideration.

We furthermore assessed the methodology used for impairment
testing in accordance with IAS 36 or IFRS 9 and the determina-
tion of the capital cost rates for compliance with the applicable
standards.

Responsibilities of Management and Audit Committee for
the Consolidated Financial Statements

Management is responsible for the preparation and fair presenta-
tion of the consolidated financial statements in accordance with
International Financial Reporting Standards (IFRSs) as adopted by
the EU, Austrian Generally Accepted Accounting Principles as
well as the additional requirements pursuant to Section 245a UGB
(Austrian Commercial Code) and for such internal control as
management determines is necessary to enable the preparation
of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Annual Financial Report 2018 Lenzing Group 119



Management is also responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of
accounting, unless management either intents to liquidate the
Group or to cease operations, or has no realistic alternative but to
do so.

The audit committee is responsible for overseeing the Group’s
financial reporting process.

Auditor’s Responsibilities

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement — whether due to fraud or error — and to
issue an auditor’s report that includes our audit opinion. Reasona-
ble assurance represents a high level of assurance, but provides
no guarantee that an audit conducted in accordance with the EU
Regulation and Austrian Standards on Auditing (and therefore
ISAs), will always detect a material misstatement, if any. Mis-
statements may result from fraud or error and are considered
material if, individually or in aggregate, they could reasonably be
expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

As part of an audit in accordance with the EU Regulation and
Austrian Standards on Auditing, we exercise professional judg-
ment and maintain professional skepticism throughout the audit.

Moreover:

e We identify and assess the risks of material misstatement in
the consolidated financial statements, whether due to fraud
or error, we design and perform audit procedures responsive
to those risks and obtain sufficient and appropriate audit evi-
dence to serve as a basis for our audit opinion. The risk of not
detecting material misstatements resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misprepresentations
or override of internal control.

e \We obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Group's internal con-
trol.

e We evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by management.

e \We conclude on the appropriateness of management’s use of
the going concern basis of accounting and, based on the au-
dit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our audit report to the respective note in the
consolidated financial statements. If such disclosures are not
appropriate, we will modify our audit opinion. Our conclu-
sions are based on the audit evidence obtained up to the date
of our auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a going con-
cern.
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e \We evaluate the overall presentation, structure and content
of the consolidated financial statements, including the notes,
and whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.

e \We obtain sufficient appropriate audit evidence regarding the
financial information of the entities and business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, su-
pervision and performance of the group audit. We remain
solely responsible for our audit opinion.

e \We communicate with the audit committee regarding,
amongst other matters, the planned scope and timing of our
audit as well as significant findings, including any significant
deficiencies in internal control that we identify during our au-
dit.

e \We communicate to the audit committee that we have com-
plied with the relevant professional requirements in respect of
our independence, that we will report any relationships and
other events that could reasonably affect our independence
and, where appropriate, the related safeguards.

® From the matters communicated with the audit committee,
we determine those matters that were of most significance in
the audit i.e. key audit matters. We describe these key audit
matters in our auditor’s report unless laws or other legal regu-
lations preclude public disclosure about the matter or when
in very rare cases, we determine that a matter should not be
included in our audit report because the negative conse-
quences of doing so would reasonably be expected to out-
weigh the public benefits of such communication.

Report on Other Legal Requirements

Group Management Report

In accordance with the Austrian Generally Accepted Accounting
Principles, the group management report is to be audited as to
whether it is consistent with the consolidated financial statements
and prepared in accordance with legal requirements.

Management is responsible for the preparation of the group
management report in accordance with the Austrian Generally
Accepted Accounting Principles.

We have conducted our audit in accordance with generally ac-
cepted standards on the audit of group management reports as
applied in Austria.

Opinion

In our opinion, the group management report is consistent with
the consolidated financial statements and has been prepared in
accordance with legal requirements. The disclosures pursuant to
Section 243a UGB (Austrian Commercial Code) are appropriate.



Statement

Based on our knowledge gained in the course of the audit of the
consolidated financial statements and our understanding of the
Group and its environment, we did not note any material mis-
statements in the group management report.

Other Information

Management is responsible for other information. Other infor-
mation is all information provided in the annual report, other than
the consolidated financial statements, the group management
report, and the auditor’s report.

Our opinion on the consolidated financial statements does not
cover other information and we do not provide any assurance
thereon.

In conjunction with our audit, it is our responsibility to read this
other information and to assess whether, based on knowledge
gained during our audit, it contains any material inconsistencies
with the consolidated financial statements or any apparent mate-
rial misstatement of fact. If we conclude that there is a material
misstatement of fact in other information, we must report that
fact. We have nothing to report in this regard.

Additional Information in accordance with
Article 10 EU Regulation

At the Annual General Meeting dated April 12, 2018, we were
elected as auditors. We were appointed by the supervisory board
on May 4, 2018. We have been the Company’s auditors from the
year ended December 31, 2017, without interruptions.

We declare that our opinion expressed in the “Report on the
Consolidated Financial Statements” section of our report is con-
sistent with our additional report to the Audit Committee, in
accordance with Article 11 EU Regulation.

We declare that we have not provided any prohibited non-audit
services (Article 5 Paragraph 1 EU Regulation) and that we have
ensured our independence throughout the course of the audit,
from the audited Group

Engagement Partner

The engagement partner on this engagement is Mrs. Gabriele
Lehner.

Linz, March 5, 2019
kPm&

KPMG Austria GmbH

Wirtschaftsprifungs- und Steuerberatungsgesellschaft

Gabriele Lehner

Austrian Chartered Accountant

This report is a translation of the original report in German, which is solely valid.

The financial statements, together with our auditor's opinion, may only be published if
the financial statements and the management report are identical with the audited
version attached to this report.. Section 281 Paragraph 2 UGB (Austrian Commercial
Code) applies.
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Declaration of the Management Board

Declaration of the Management
Board according to Section 124 (1)
No. 3 of the Stock Exchange Act

We confirm to the best of our knowledge that the consolidated
financial statements of the Lenzing Group as at December 31,
2018 that were prepared in accordance with the applicable ac-
counting standards pursuant to International Financial Reporting
Standards (IFRSs) give a true and fair view of the assets, liabilities,
financial position and profit or loss of the Lenzing Group and that
the group management report gives a true and fair view of the
development and performance of the business and the position of
the Lenzing Group, together with a description of the principal
risks and uncertainties the Lenzing Group faces.

Lenzing, March 5, 2019
Lenzing Aktiengesellschaft

The Management Board

Stefan Doboczky Robert van de Kerkhof

Chief Executive Officer
Chairman of the Management
Board

Chief Commercial Officer
Member of the Management
Board
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Thomas Obendrauf

Chief Financial Officer
Member of the Management
Board

Heiko Arnold

Chief Technology Officer
Member of the Management
Board



Lenzing Group Five-Year Overview

Key earnings and profitability figures

EUR mn

Revenue

EBITDA (earnings before interest, tax, depreciation and

amortization)

EBITDA margin

EBIT (earnings before interest and tax)

EBIT margin

EBT (earnings before tax)

Net profit/loss for the year

Earnings per share in EUR

ROCE (return on capital employed)

ROE (return on equity)

ROI (return on investment)

Key cash flow figures

EUR mn

Gross cash flow

Cash flow from operating activities

Free cash flow

CAPEX

Liquid assets as at 31/12

Unused credit facilities as at 31/12

Key balance sheet figures

EUR mn as at 31.12.

Total assets

Adjusted equity

Adjusted equity ratio

Net financial debt

Net financial debt / EBITDA

Net debt

Net gearing

Trading working capital

Trading working capital to annualized group revenue

Key stock market figures

EUR

Market capitalization in mn as at 31/12

Share price as at 31/12

Dividend per share

Employees

Number (headcount) as at 31/12

1) Error correction in accordance with IAS 8 (see note 2 in the annual report 2017).

2) On the basis of proposed distribution of profits.

2017
2,497.3
1,527.7

61.2%

66.8

2017
2,810.3
105.85
5.00

2015*
2,410.6
1,218.6

50.6%

327.9

The above financial indicators are derived primarily from the IFRS consolidated financial statements of the Lenzing Group. Additional details are provided in
the section “Notes on the financial performance indicators of the Lenzing Group®, in the glossary to the Annual Report and in the consolidated financial state-

ments of the Lenzing Group. Rounding differences can occur in the presentation of rounded amounts and percentage rates.
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Financial calendar 2019

Publication Financial Calendar 2019
(acc. to Prime market regulation)

Final results 2018 Tue, 14 March
Record Date “Annual General Meeting” Sun, 7 April

75 Annual General Meeting Wed, 17 April
Quotation ex dividend Tue, 23 April
Record Date “Dividends” Wed, 24 April
Dividend distribution Thu, 25 April
Results 1" quarter 2019 Wed, 8 May
Half-year results 2019 Wed, 7 August
Results 3 quarter 2019 Wed, 6 November
Notes:

This English translation of the financial statements was prepared for the company’s convenience only. It is a non-binding translation of the German financial statements. In the event
of discrepancies between this English translation and the German original the latter shall prevail. This annual report also includes forward-looking statements based on current
assumptions and estimates that are made to the best of its knowledge by Lenzing Group. Such forwardlooking statements can be identified by the use of terms such as “should”,
“could”, “will”, “estimate”, “expect’, “assume”, “predict’, “intend”, “believe” or similar items. The projections that are related to the future development of the Lenzing Group represent
estimates that were made on the basis of the information available as at the date on which this annual report went to press. Actual results may differ from the forecast if the assump-
tions underlying the forecast fail to materialize or if risks arise at a level that was not anticipated. Calculation differences may arise when rounded amounts and percen- tages are
summed. The annual report was prepared with great accuracy in order to ensure that the information provided herein is correct and complete. Rounding, type-setting and printing

errors can nevertheless not be completely ruled out.
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Allgemeines Marktumfeld

Weltwirtschaft’

Die konjunkturelle Stimmung triibte sich 2018 in weiten Teilen der
Welt trotz einer anhaltend guten Wirtschaftsentwicklung ein.
Grinde dafur waren insbesondere Handelskonflikte und wach-
sende geopolitische Spannungen. Der Internationale Wé&hrungs-
fonds (IWF) forderte im Jénner 2019 in seinem World Economic
Outlook eine verstarkte internationale Zusammenarbeit und rech-
nete fur das Berichtsjahr 2018 mit einem weltweiten Wirtschafts-
wachstum von 3,7 Prozent — nach 3,8 Prozent im Jahr davor.

In den Industriestaaten schwachte sich das Wachstum im Vorjah-
resvergleich auf 2,3 Prozent (2017: 2,4 Prozent) geringflgig ab.
Lediglich in den USA fiihrte eine Politik der Steuerimpulse zu
einer Beschleunigung der wirtschaftlichen Entwicklung. In der
Eurozone verlor die Konjunktur an Schwung. Vor allem der italieni-
sche Haushaltsstreit mit der EU, die Verzégerung von Reformen in
Frankreich, ein mdglicher ungeordneter Brexit, die Regierungs-
krise in Deutschland und das politisch aufgeladene Thema der
Migration belasteten das Wachstum.

Fur die Schwellen- und Entwicklungslénder erwartete der IWF
ebenfalls einen leichten Rickgang des Wirtschaftswachstums von
4.7 Prozent im Jahr 2017 auf 4,6 Prozent im Jahr 2018. Starke inter-
nationale Kapitalbewegungen und Turbulenzen an den Wahrungs-
markten infolge der weiteren Straffung der Geldpolitik in den USA
bremsten die wirtschaftliche Entwicklung der Schwellenlander. In
China deutete der Einkaufsmanagerindex fur die verarbeitende
Industrie erstmals seit 2016 wieder auf eine konjunkturelle Abkih-
lung hin. Infolge einer Eintribung der Verbraucherstimmung
schwéchte sich auch das Wachstum der Einzelhandelsumsétze
2018 stark ab.

Weltfasermarkt?

Produktion und Nachfrage am Weltfasermarkt
gestiegen

Der Weltfasermarkt war im Berichtsjahr von einem Rickgang der
Baumwollernte bei gleichzeitiger Angebotsausweitung bei allen
anderen Faserarten sowie einem generellen Preisriickgang von
Fasermaterialien und Rohstoffen ab Herbst 2018 gepréagt. Die
weltweite Faserproduktion legte von 104,4 Mio. Tonnen nach
vorlaufigen Berechnungen um 0,5 Prozent auf 105 Mio. Tonnen
zu. Der weltweite Faserverbrauch stieg um 1,2 Prozent auf
106 Mio. Tonnen.

Nach dem starken Anstieg in der Vorsaison wird trotz konstanter
Anbauflache eine Abschwéchung des Baumwollangebotes in der
Saison 2018/19 um 3 Prozent erwartet. Dies ist eine Folge des
kontinuierlichen Preisverfalls ab Mitte 2018 sowie der Ernteausfél-

' Quelle: IWF, World Economic Outlook, Janner 2019

2 Alle Produktionszahlen in diesem Kapitel wurden gegentiber den im Geschéftsbe-
richt 2017 angefihrten ersten Schatzungen aktualisiert. Quellen: International Cotton
Advisory Commitee (ICAC), IWF, Cotton Outlook, CCF Group (China Chemical
Fibers and Textiles Consulting), Food and Agriculture Organization (FAO)
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le in den USA und in Indien. Die Prognose fiir den Baumwollver-
brauch sieht lediglich ein marginal geringeres Niveau vor (minus
0,3 Prozent). In Summe wird die Nachfrage nach aktuellen Schat-
zungen das Angebot am Baumwollmarkt im vierten Jahr hinter-
einander Ubersteigen, wodurch sich der Abbau von Lagerbestan-
den, insbesondere in China, weiter fortsetzen wird.

Uberblick der Faserarten am Weltmarkt

aus synthetischen
Polymeren
Polyester, Polyamid, Polypropylen,
Polyurethan (Elastan), Acryl,

Polytetrafiuorethylen aus anorganischen

Substanzen
Carbon, Keramik, Glas, Metall

Fasern

d

aus natirlichen
Polymeren

aus Eiwei
Wolle, Seide, Angora,
Kaschmir, Kasein,
Kollagen, Ardein,
Zein etc.

aus Cellulose

N

Baumwolle & aus Holz
Bastfasern Viscose, Modal,
Baumwolle, Lyocell,

Leinen, Hanf, Cupro etc.

Jute etc.

Der Markt fur Cellulosefasern aus Holz setzte sein langjahriges
Wachstum 2018 weiter fort. Die weltweite Produktion stieg um
3,4 Prozent auf rund 6,7 Mio. Tonnen. Dieser Anstieg ist aus-
schlieBlich auf das hohere Angebot aus Asien zurtickzufthren.
Strengere Umweltauflagen seitens der Regierung bremsten in den
vergangenen Jahren die Produktion in China und lassen ein suk-
zessives Abschalten von alteren Anlagen in den kommenden
Jahren erwarten. Demgegeniber standen substanzielle Erneue-
rungsinvestitionen und Neukapazitdten im Berichtsjahr, die seit
dem 2. Halbjahr 2018 schrittweise angefahren wurden, und auch
fir 2019 erwartet die Branche deutliche Zusatzkapazitaten.

Fasern aus synthetischen Polymeren verzeichneten 2018 ein im
Vergleich zu den Vorjahren schwécheres Wachstum der Produkti-
onsmenge von etwas mehr als 1,5 Prozent. Das Volumen stieg auf
rund 66 Mio. Tonnen. Mit Ausnahme von Acrylfasern, die das
siebte Jahr in Folge einen Ruckgang verzeichneten, konnten alle
Fasertypen ihre positive Entwicklung fortsetzen. Die Erzeugung
von Polyesterfasern stieg um etwas mehr als 1Prozent auf



55 Mio. Tonnen und war vor allem vom Lagerabbau in China in
den ersten 8 Monaten des Jahres infolge steigender Preise ge-
pragt. In den verbleibenden vier Monaten des Jahres 2018 war ein
gegenlaufiger Trend als Reaktion auf fallende Rohstoff- und Fa-
serpreise erkennbar.

Weltweiter Faserverbrauch 2018"
Faserarten in Prozent (Basis = 106 Mio. Tonnen)
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Stapelfaserpreise — Entwicklung in China?

Preisriickgang bei Standardviscose

Das allgemeine Preisniveau bei Cellulosefasern aus Holz entwi-
ckelte sich in der ersten Jahreshalfte 2018 noch einigermalen
stabil. Im zweiten Halbjahr 2018 zeigte sich hingegen ein deutli-
cher Ruckgang. Die Preise fur Standardviscose gingen nach den
Preisanstiegen der vergangenen Jahre teilweise aufgrund eines
stark gestiegenen Angebotes und einer volatilen Nachfrageent-
wicklung zurtick. Die Marktpreise in China fielen 2018 von
14.400 CNY/to um 5,7 Prozent auf 13.580 CNY/to. Das jahresbe-
zogene Preisniveau von Baumwolle in China gab um 2,1 Prozent
nach. Die Polyesterpreise gingen um 1,6 Prozent zuriick.

USD/kg (inkl. USt.)
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"Quelle: ICAC, CIRFS, TFY, FEB, Lenzing Estimates
2 Quelle: CCFG, Cotton Outlook
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Geschiaftsentwicklung der Lenzing Gruppe

Das deutlich schwierigere Marktumfeld fuhrte — verglichen mit
den Rekordergebnissen des Vorjahres — zu einer ricklaufigen
Umsatz- und Ergebnisentwicklung. Obwohl die hervorragenden
Geschaftsergebnisse der vergangenen Jahre im Jahr 2018 nicht
erreicht werden konnten, kann das Jahr 2018 angesichts des
Marktumfeldes als ein sehr erfolgreiches beschrieben werden.
Speziell der Erfolg der Spezialfasern unterstreicht die gewéhlte
Strategie. Die Entwicklung der bilanziellen Kennzahlen war im
Berichtszeitraum von den Kapazitatserweiterungen und leicht
steigenden Fremdfinanzierungserfordernissen gepragt.

Fur den Ruckgang der Umsatzerlése von EUR 2,26 Mrd. um
3,7 Prozent auf EUR 2,18 Mrd. im Jahr 2018 waren niedrigere
Faserverkaufspreise und ein leichter Rickgang der Absatzmenge
fur Standardfasern verantwortlich. Die niedrigeren Faserverkaufs-
preise sind dabei primér auf Wechselkurseffekte zurtickzufthren.
Die Umsatze der Lenzing Gruppe mit Spezialfasern sind neuerlich
gewachsen, konnten aber die Ruckgange bei Standardfasern —
insbesondere bei Standardviscose — nicht ganzlich kompensieren.
Die Ergebnisentwicklung wurde jedoch nicht nur durch den Um-
satzrickgang, sondern zusatzlich durch gestiegene Rohstoff-,
Energie- und Personalkosten beeinflusst: Das Konzern-EBITDA
(Betriebsergebnis vor Abschreibungen)* verringerte sich dadurch
von EUR502,5Mio. um 24 Prozent auf EUR 382 Mio. Die
EBITDA-Marge* ging im Geschéftsjahr 2018 von 22,2 Prozent auf
17,6 Prozent zuriick. Das Konzern-Betriebsergebnis (EBIT)* sank
im Vergleich zum Vorjahreswert von EUR 371 Mio. um 36 Prozent
auf EUR 237,6 Mio. Die EBIT-Marge* verringerte sich auf
10,9 Prozent (2017: 16,4 Prozent).

* Definitions- und Berechnungsdetails siehe ,Beilage: Erlauterungen zu Finanzkenn-
zahlen der Lenzing Gruppe“ am Ende des Konzern Lageberichts.
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Zusammengefasst stellt sich das Ergebnis der Lenzing Gruppe im
Geschaftsjahr 2018 wie folgt dar:

Vereinfachte Konzern-Gewinn- und Verlustrechnung' EUR Mio.
Veranderung

Relativ
Umsatzerlése -3,7%
Bestandsveranderungen,
aktivierte Eigenleistungen und 32,3%
sonstige betriebliche Ertrage
Aufwendungen fur Material und
sonstige bezogene 3,1%
Herstellungsleistungen
Personalaufwand 7,2%
Sonstige betriebliche

3,5%

Aufwendungen
EBITDA -24,0%
Abschreibungen 9,4%
Ertrage aus der Auflosung von 7 39
Investitionszuschissen T
EBIT -36,0%
Finanzerfolg 120,3%
Ergebniszuweisung und
Bewertungsergebnis an kiindbare 255,7%
nicht beherrschende Anteile
EBT -44,3%
Steueraufwand -32,7%
Jahresiiberschuss -47,4%

1) Die vollstandige Konzern-Gewinn- und Verlustrechnung ist im Konzernabschluss
dargestellt.

Im Geschéftsjahr 2018 entfielen EUR 2,16 Mrd. des Konzernum-
satzes auf das Segment Fasern. Das Segment Technik steuerte
AuBenumsatzerlése von EUR 9,8 Mio. bei und die Umsatzerlose
im Segment Sonstige betrugen EUR 2,2 Mio.

Die Aufwendungen fir Material und sonstige bezogene Herstel-
lungsleistungen legten im Berichtszeitraum von EUR 1,26 Mrd. um
3,1 Prozent auf EUR 1,3 Mrd. zu. In Bezug auf den Konzernumsatz
betrugen die Aufwendungen fur Material und sonstige bezogene
Herstellungsleistungen im  Berichtsjahr 59,6 Prozent  der
Umsatzerlése (Vorjahr: 55,7 Prozent der Umsatzerlése) und sind
somit erstmals seit mehreren Jahren wieder gestiegen. Fur den
Anstieg der Materialkosten sorgten gestiegene Marktpreise,
insbesondere fur Natronlauge und Energie. Die Preise fur Faser-
zellstoff waren bereinigt um Wechselkurseffekte niedriger als im
Vorjahr.

Der Anstieg des Personalaufwandes von EUR 349,4 Mio. im Jahr
2017 um 7,2 Prozent auf EUR 374,5 Mio. im Geschéftsjahr 2018
war priméar auf den Personalaufbau (von 6.488 auf 6.839 Mitarbei-
ter/innen) sowie Lohn- und Gehaltserhohungen in Osterreich und
an anderen Standorten zurlckzufthren. Gedampft wurde der



Anstieg des Personalaufwandes durch die leicht gesunkenen
Bonusrickstellungen fur samtliche Mitarbeiter/innen aufgrund
der ricklaufigen Geschéftsentwicklung. In Relation zu den Kon-
zernumsatzerlésen lagen die Personalaufwendungen  mit
17,2 Prozent tiber dem Wert des Vorjahres (15,5 Prozent).

Die Abschreibungen auf immaterielle Anlagen und Sachanlagen
lagen mit EUR 147,2 Mio. um 9,4 Prozent tber dem Vorjahreswert
von EUR134,6 Mio. Der Zuwachs der Abschreibungen basiert
einerseits auf dem gestiegenen Sachanlagevermdgen im Zuge
der Kapazitatsweiterung, unter anderem in Heiligenkreuz, und
andererseits auf einer Wertminderung einzelner Anlagen aufgrund

des voribergehenden Baustopps in Mobile in Hohe von
EUR 8,6 Mio.
Der Finanzerfolg war mit EUR minus 16 Mio. negativ

(2017: EUR minus 7,3 Mio.). Darin enthalten sind Wertminderun-
gen von finanziellen Vermogenswerten im Zusammenhang mit
offenen Kaufpreisforderungen. Niedrigere Finanzierungskosten
schwéchten den Rickgang gegentiber 2017 ab. In der Ergebnis-
zuweisung und dem Bewertungsergebnis an kindbaren nicht
beherrschenden Anteilen ist im Wesentlichen das Bewertungser-
gebnis aus dem Kauf der restlichen 30 Prozent Anteile von
Lenzing (Nanjing) Fibers in Hohe von EUR minus 21,4 Mio. enthal-
ten.

Fur 2018 weist die Lenzing Gruppe ein deutlich niedrigeres
Ergebnis vor Steuern (EBT)* von EUR 199,1 Mio. aus. 2017 waren
es EUR 357,4 Mio. gewesen. Fur Ertragssteuern fiel im Konzern
ein Aufwand von EUR 50,9 Mio. an (2017: EUR 75,7 Mio.). Die
Steuerquote betrug im Berichtsjahr somit 25,6 Prozent. Der
Jahreslberschuss lag mit EUR 148,2 Mio. um 47,4 Prozent unter
dem Vorjahreswert von EUR 281,7 Mio. Das Ergebnis je Aktie fiel
von EUR 10,47 auf EUR 5,61.

Das Ergebnis auf das eingesetzte Kapital (ROCE)* sank von
18,6 Prozent auf 10,3 Prozent. Die Eigenkapitalrentabilitat (ROE)*
fiel von 24,5 Prozent auf 12,9 Prozent im Geschéftsjahr 2018. Die
Gesamtkapitalrentabilitét  (ROI)*  des
14,5 Prozent auf 9,3 Prozent zurick.

Konzerns ging von

Anlagevermégen erhéht

Die anhaltende Investitionstatigkeit und der Lageraufbau fuhrten
per Stichtag 31. Dezember 2018 zu einem Anstieg der Bilanzsum-
me der Lenzing Gruppe um 5,4 Prozent auf EUR 2,63 Mrd. im
Vergleich zum Vorjahr (Ende 2017: EUR 2,5 Mrd.). Hervorzuheben
ist dabei die Erhohung des Sachanlagevermdégens um 9,4 Prozent
auf EUR1,5 Mrd. per Ende 2018. Das bereinigte Eigenkapital*
erhohte sich im Berichtsjahr um 1,7 Prozent von EUR 1,53 Mrd. auf
EUR 1,55 Mrd. In Relation zur gestiegenen Bilanzsumme sank die
bereinigte Eigenkapitalquote* zum Ende des Geschaftsjahres
2018 jedoch von 61,2 Prozent auf 59 Prozent.

Die Nettofinanzverschuldung (Net Financial Debt)* der
Lenzing Gruppe lag mit EUR 219,4 Mio. per Ende 2018 lber dem
Vorjahreswert von EUR 66,8 Mio., da zur Finanzierung der Anlage-
investitionen neues Fremdkapital aufgenommen wurde. EUR 29 Mio.
wurden im Berichtszeitraum zwar aus einem Schuldscheindarle-
hen planméRig getilgt, jedoch nahm die Lenzing Gruppe zusétz-

" Definitions- und Berechnungsdetails siehe ,Beilage: Erlauterungen zu Finanzkenn-
zahlen der Lenzing Gruppe“ am Ende des Konzern Lageberichts.

lich neue Darlehen bei Banken auf bzw. niitzte bestehende Kre-
ditlinien stéarker aus. Das Verhaltnis Nettofinanzverschuldung zu
EBITDA* lag per Ende 2018 bei 0,6 nach einem Wert von 0,1 per
Ende 2017. Das Net Gearing* war im Vergleich zum Vorjahr
(2017: 4,4 Prozent) mit 14,1 Prozent zum Stichtag ebenfalls hoher.
Das Trading Working Capital erhohte sich 2018 um 7,2 Prozent auf
EUR 444,4 Mio. Das Verhaltnis Trading Working Capital zu annua-
lisierten Konzernumsatzerlosen* stieg von 19,4 Prozent per Ende
2017 auf 20,6 Prozent per Ende 2018.

Brutto-Cashflow gesunken

Der Brutto-Cashflow* sank im Berichtszeitraum im Wesentlichen
aufgrund der  rucklaufigen Ergebnisentwicklung von
EUR 418,7 Mio. im Jahr 2017 auf EUR 304 Mio. Der Cashflow aus
der Betriebstatigkeit* legte hingegen von EUR 271,1 Mio. im Jahr
2017 um 3,3 Prozent auf EUR 280 Mio. im Jahr 2018 zu. Dies ist
auf eine positive Entwicklung des Working Capital zurtickzufih-
ren. Im abgelaufenen Geschaftsjahr wurden keine Forderungen
aufgrund von Factoring-Vereinbarungen (31. Dezember 2016:
EUR 83,3 Mio.; 31. Dezember 2017: EUR 0 Mio.) verkauft und aus
der Konzern-Bilanz der Lenzing Gruppe ausgebucht. Zudem
wurde fir Investitionen in immaterielle Anlagen und Sachanlagen
(CAPEX)* im Berichtsjahr mit EUR 257,6 Mio. um 7,9 Prozent
mehr aufgewendet als im Vorjahr (EUR 238,8 Mio.).

Aufgrund der anhaltend hohen Investitionstatigkeit und der Divi-
dendenzahlung an die Aktionare fiir das Rekordjahr 2017 reduzier-
te sich der Liquiditadtsbestand der Lenzing Gruppe zum Bilanz-
stichtag 31. Dezember 2018 auf EUR 254,4 Mio.
(2017:  EUR 315,8 Mio.). Per Ende 2018 standen der
Lenzing Gruppe darlber hinaus ungenutzte Kreditlinien in Hohe
von EUR 341,6 Mio. zur Verfigung (Ende 2017: EUR 213,8 Mio.).
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Geschiaftsentwicklung der Segmente

Segment Fasern

Vom Holz zur Faser

~40 % Zellstoff

Bioraffinerie

~50 % Bioenergie

Das Segment Fasern bundelt samtliche Produktionsschritte der
Lenzing Gruppe von Holz tber Zellstoff und Bioraffinerie-Pro-
dukte bis zu den Fasern. Die Erweiterung des Spezialfaseranteils
im Sinne der sCore TEN Strategie stellte im Geschaftsjahr 2018
den Kern der Aktivitaten im Segment Fasern dar. Die gute Nach-
frage nach Lenzing Fasern flhrte zu einer sehr hohen Auslastung
der Zellstoff- und Faserproduktion.

Holz

Der mitteleuropaische Holzmarkt, der fir den Holzeinkauf der
Lenzing Gruppe relevant ist, war im Berichtsjahr von klimatischen
und politischen Einflissen gepragt. Sturmereignisse wie die Tiefs
JFriederike® und ,Vaia“ warfen in deutschen, dsterreichischen und
italienischen Waldern mehrere Millionen Festmeter Holz zu Bo-
den. Hohe Temperaturen, wenig Niederschlag und Duirrephasen
begunstigten die Entwicklung und Vermehrung von Schadlingen.
Der Borkenkafer richtete massive Schaden in den Fichtenwaldern
Mitteleuropas an. Zudem beeinflusste ein Projekt der ungarischen
Regierung zur Unterstltzung von bedirftigen Menschen mit
Buchen-Brennholz den Markt.

Die klimatischen Anomalien fuhrten das gesamte Jahr Uber zu
einem hohen Angebot an Fichtenholz, wodurch Lenzing im Zell-
stoffwerk in Paskov Uber ein gut gefilltes Lager verfugte und die
glnstigen Einstandspreise aus dem Vorjahr fortgeschrieben wer-
den konnten. Fur das Werk in Lenzing (mit seinem hohen Bedarf
an Buchenholz) bedeuteten diese Marktverzerrungen bis Oktober
2018 eine herausfordernde Angebotssituation. Durch den hohen
Zwangsanfall bei Nadelholz wurde weniger Laubholz geschlagen.
Um die Gesamtversorgung zu erhalten, wurden die Aktivitaten
des Holzeinkaufes nach Deutschland, Frankreich, Schweiz und
Polen ausgeweitet. Ende Oktober 2018 wurden durch das Sturm-
tief ,Vaia“ neben Fichtenwaldern auch Buchenbestande besché-
digt. In Lenzing konnten die Lagerbestande in der Folge aufgefillt
werden. Die Preise fur Buche legten im Jahresvergleich leicht zu.
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R LENZING™ Viscosefasern
R LENZING™ Modalfasern

R LENZING™ Lyocellfasern und Filamente

~10 % Bioraffinerie-Produkte

e L ENZING™ Essigséure Biobased

o LENZING™ Furfural Biobased

® | ENZING™ Magnesium-Lignosulphonate Biobased
e LENZING™ Soda

o LENZING™ Hemilauge

o | ENZING™ Mutterlauge

o Xylose

Im Berichtsjahr erfolgte zudem eine Auditierung der beiden Forst-
zertifizierungssysteme Forest Stewardship Council® (FSC®) und
Programme for the Endorsement of Forest Certification™
(PEFC™) in Lenzing und Paskov. Beiden Standorten wurde besta-
tigt, dass zusatzlich zu den strengen Forstgesetzen in den Liefer-
landern samtliche eingesetzte Holzmengen aus PEFC™- und
FSC®-zertifizierten oder -kontrollierten Quellen stammen. Um-
strittene Holzquellen konnten mit Sicherheit ausgeschlossen
werden.

Bioraffinerie

Zellstoff

Der Bereich Zellstoff & Holz versorgt die Faserproduktionsstand-
orte der Lenzing Gruppe mit hochwertigem Faserzellstoff und
betreibt an den Standorten Lenzing und Paskov eigene Faserzell-
stoffwerke. Damit werden rund 60 Prozent des Zellstoffbedarfes
der Lenzing Gruppe abgedeckt. Der Rest wird auf Basis langfristi-
ger Vertrage zugekauft.

In den beiden Zellstoffwerken der Lenzing Gruppe wurden 2018
insgesamt rund 566.000 Tonnen Faserzellstoff produziert. Rund
52 Prozent davon wurden in Lenzing, der Rest in Paskov produ-
ziert. Den weiteren Zellstoffbedarf deckte das Unternehmen tber
langfristige Partnerschaften mit seinen Lieferanten ab. Der Spot-
marktpreis fur Faserzellstoff in China stieg 2018 um rund
4 Prozent auf USD 931/Tonne.

Der 2016 beschlossene Ausbau der Produktionskapazitaten an
beiden Produktionsstandorten sowie die Modernisierung der
Anlagen im Volumen von EUR 100 Mio. wurden im Berichtsjahr
weiter vorangetrieben.



Die Lenzing Gruppe und das brasilianische Unternehmen Duratex,
der grote Hersteller von Holzpaneelen in der stdlichen Hemi-
sphare, einigten sich im Berichtsjahr Uber die Bedingungen zur
Grindung eines Joint-Ventures, um den Bau der weltweit gro3ten
Faserzellstofflinie (Single-Line-Konzept) im Bundesstaat Minas
Gerais, nahe Sao Paulo (Brasilien), zu priifen. Die beiden Unter-
nehmen sicherten sich dafur einen 43.000 Hektar grofRen,
FSC®-zertifizierten Nutzwald. Die Arbeiten an den technischen
Planungen sowie die Einholung der erforderlichen Genehmigun-
gen verlaufen planmagig.

Bioraffinerie-Produkte

Holz aus zertifizierter und kontrollierter Forstwirtschaft ist die
Basis fiir die Erzeugung von biobasierten Materialien aus der
Bioraffinerie der Lenzing Gruppe. Namhafte Kunden aus der
Lebensmittel-, Futter-, Pharma- und Chemiebranche setzen
zunehmend auf die biobasierten Alternativen zu herkdmmlichen
erddlbasierten Produkten. Das Ergebnis fir alle Bioraffinerie-
Produkte konnte 2018 Uber die Erwartungen hinaus gesteigert
werden. Deren Markenstrategie  der
Lenzing Gruppe unterstitzt die Positionierung des Unternehmens

Integration in die

und untermauert die Vorreiterrolle der Lenzing Gruppe in diesem
zukunftsorientierten Bereich der Biookonomie.

Energie

Die Einkaufsstrategie der Lenzing Gruppe fur die Hauptkostentra-
ger Strom und Erdgas basiert auf Spotmarktpreisen. Die Energie-
preise verzeichneten 2018 einen generellen Preisanstieg. Die
Preise fur Erdgas und Strom stiegen im Vorjahresvergleich um
mehr als 30 Prozent. Die Preise fir Steinkohle legten um knapp
11 Prozent zu. Neben der geringen Wasserkrafterzeugung durch
die anhaltende Trockenheit und dem vergleichsweise geringen
Windaufkommen beeinflusste die im Oktober 2018 vollzogene
Trennung der Strompreiszone zwischen Osterreich und Deutsch-
land die Energiepreise. Zudem wirkte sich der Preisanstieg bei
CO,-Zertifikaten auf die Energiepreise aus. Auch die Olpreise
stiegen infolge der Forderbegrenzung der OPEC stark an, bra-
chen gegen Ende des Jahres 2018 jedoch wegen unsicherer
Aussichten fur die globale Wirtschaft und der Verscharfung geo-
politischer Spannungen ein.

Die Energieanlagen der Lenzing Gruppe liefen auch 2018 im
Normalbetrieb. Am Standort Lenzing stellen erneuerbare Brenn-
stoffe, die zu einem groBen Teil aus der Bioraffinerie kommen,
dank der optimalen Anlagenstruktur mit 81,7 Prozent traditionell
die wichtigste Energiequelle dar. Der Einsatz von klassischen
fossilen Brennstoffen wie Ol, Kohle und Gas lag 2018 bei
18,3 Prozent des Gesamtverbrauches. Die kontinuierliche Verbes-
serung und Optimierung der Anlagen und des Verbrauches wurde
im Berichtsjahr konsequent fortgesetzt. Eine neue, hocheffiziente
Dampfturbine wurde erfolgreich in Betrieb genommen.

Der Standort Paskov war auch im Jahr 2018 energieautark und
wurde im Normalbetrieb ohne Einsatz von fossilen Brennstoffen
betrieben. Die Uberschiussige Energie wurde ins offentliche
Stromnetz eingespeist. In Purwakarta (Indonesien) wurde der
Betrieb der Anlagen weiter optimiert, so wurden etwa weitere
MaRnahmen zur Reduktion von Schwefeldioxid-Emissionen ge-
setzt. Der hohe Kohlepreis in Asien im Jahr 2018 sorgte sowohl in
Purwakarta als auch am Standort Nanjing (China) fur anhaltend
hohe Energiekosten. In Nanjing wurde die Umstellung der Ener-

gieerzeugung von Kohle auf Erdgas mit dem Ziel, CO.-

Emissionen zu reduzieren, vorangetrieben.

Weitere Rohstoffe

Die Chemikalienpreise verzeichneten im Berichtsjahr einen erheb-
lichen Anstieg. In Europa war dies unter anderem auf steigende
Energie- und Logistikkosten sowie eine starke konjunkturelle
Entwicklung zurtickzuftihren. In Asien nahmen die Rohstoffmérkte
bedingt durch das starker schwankende Verhaltnis von Angebot
und Nachfrage einen volatileren Verlauf, die ebenfalls starke
Konjunktur und die strengeren Umweltschutzauflagen fuhrten
aber auch hier zu einer wesentlichen Kostensteigerung.

Natronlauge

Natronlauge kommt bei der Herstellung von Zellstoff zum Einsatz
und ist ein wichtiges Vorprodukt fir die Herstellung von Viscose-
fasern. Es fallt als Kuppelprodukt bei der Chlorproduktion an. Die
Preise fur Natronlauge stiegen in Europa auch im Jahr 2018 deut-
lich an. Hauptursachen dafir waren der Entfall von etwa zehn
Prozent der européischen Kapazitdten per Ende des Vorjahres
nach SchlieBung der Anlagen auf Basis des Amalgamverfahrens
(unter Einsatz von Quecksilber) und damit das nicht ausgegliche-
ne Marktverhéltnis zwischen Angebot und Nachfrage sowie
Produktionsausfélle bei européischen Lieferanten. In Asien kam es
ebenfalls zu einem starken Preisanstieg im Berichtsjahr, wobei
sich die Situation in der zweiten Halfte des Jahres 2018 wieder
entspannte.

Schwefel

Schwefel ist ein wesentliches Ausgangsprodukt fir die Herstel-
lung der Rohstoffe Schwefelkohlenstoff und Schwefelsaure, die
wiederum fur die Viscosefaserproduktion eingesetzt werden.
Nach einem Preisriickgang in den beiden Vorjahren stiegen die
europaischen Schwefelpreise 2018 wieder. Die Grinde dafur
waren ungeplante Stillstdnde und Produktionsausfélle diverser
Raffinerien. Die asiatischen Marktpreise stiegen nach einem vola-
tilen Verlauf im Vergleich zum Vorjahr deutlich an.

Fasern

Mit der Neupositionierung ihrer Produktmarken sendete die
Lenzing Gruppe im Geschaftsjahr 2018 eine starke Botschaft an
die Konsumenten. Mit TENCEL™ als Dachmarke fur alle Speziali-
taten im Textilbereich, VEOCEL™ als Dachmarke fur alle Speziali-
taten im Vliesstoffbereich und LENZING™ fur alle industriellen
Anwendungen bringt das Unternehmen gezielt seine Starken zum
Ausdruck. Die Sichtbarkeit der neuen Marken wurde im Berichts-
jahr durch zahlreiche Auftritte und Sponsoring-Aktivitaten auf
Messen und internationalen Fashion-Shows sowie durch Co-
Branding-Vereinbarungen deutlich erhoht.

Die Umsatzerlose des Segments Fasern gingen im Berichtsjahr
um 3,7 Prozent auf EUR 2,17 Mrd. zuriick. Im Vorjahr betrug der
Umsatz EUR 2,25 Mrd. Das Segmentergebnis (EBITDA) verringer-
te sich gegenuber dem Vorjahreswert von EUR 499,2 Mio. um
23,7 Prozent auf EUR 381 Mio. im Jahr 2018. Das Betriebsergebnis
(EBIT) im Segment Fasern sank um 35,8 Prozent auf
EUR 234,1 Mio. (Vorjahreswert: EUR 364,8 Mio.).
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Vom reinen Faserumsatz in Hohe von EUR 1,85 Mrd. entfielen
rund 71 Prozent auf Fasern fir Textilien sowie rund 29 Prozent auf
Fasern fur Vliesstoffe und New Business Areas. Absatzregionen
waren: North Asia gefolgt von AMEA (Asia, Middle East & Africa)
sowie Europe & Americas.

Faserumsatz nach Bereichen in Prozent

29,2 %
Fasern fiir Vliesstoffe
und New Business Areas

70,8 %
Fasern fiir Textilien

Faserumsatz nach Kernmirkten in Prozent

26,4 %
Europe & Americas

38,0 % North Asia

35,6 % AMEA
(Asia, Middle East & Africa)

Die Gesamtfaserverkaufsmenge verringerte sich im Jahr 2018 um
2,9 Prozent auf rund 915.000 Tonnen (2017: ca. 942.000 Tonnen).
Vor allem die Verkaufsmengen fir Standardfasern, insbesondere
Standardviscose, waren ricklaufig. Die Hauptursachen waren
eine Verringerung der Faserhandelsmengen, Produktmixeffekte
sowie ungeplante Stillstinde in der Standardviscoseproduktion.
Die Verkaufsmengen fir Spezialfasern legten hingegen auch im
Berichtsjahr zu. Der Anteil von Spezialfasern am Konzernumsatz
lag daher mit 45,5 Prozent deutlich Gber dem Vorjahreswert von
41,8 Prozent. Der Anteil der Standardfasern verringerte sich von
44,3 Prozent auf 39,7 Prozent. Der Anteil sonstiger Geschaftsfel-
der erhohte sich von 13,8 Prozent auf 14,8 Prozent im Jahr 2018.
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Anteil der Spezialfasern am Konzernumsatz in Prozent

14,8 %
Sonstige Geschaftsfelder

45,5 %
Spezialfasern

39,7 %
Standardfasern

Fasern fiir Textilien

Fasern fur Textilien werden primar unter der Marke TENCEL™
vermarktet. Die Nachfrage nach TENCEL™ Fasern blieb in allen
Subsegmenten hoch — von Bekleidung Uber Heimtextilien &
Innenausstattung hin zu Schutzbekleidung. Anhaltend positiv
gestaltete sich auch das Interesse der Kunden an den wichtigsten
Produkteinfihrungen der vergangenen Jahre. Insbesondere
LENZING™ ECOVERO™ Fasern wurden dank ihrer 6kologisch
vertraglichen Herstellung und ihrer wegweisenden Identifikations-
technologie sehr gut vom Markt angenommen.

Bekleidung

Im groBten Geschaftsbereich der Lenzing Gruppe, im Segment
Bekleidung, stiegen die Umséatze aus Verkaufen von Spezialfasern
im Berichtsjahr weiter an. TENCEL™ Lyocell- und Modalfasern
werden in puncto Nachhaltigkeit in der Modebranche immer
starker als Faser erster Wahl eingesetzt. Dies ist auf gezielte Mar-
ketingaktivitdten und eine noch klarere Orientierung an den Be-
durfnissen der Partner entlang der Wertschopfungskette bis hin
zu den Modemarken zurickzufiihren. Uber die im Berichtsjahr
lancierte Produktwebsite www.tencel.com werden erstmals auch
Kollektionen bekannter Marken mit TENCEL™ Fasern beworben.

Im Marktsegment Denim setzte sich das starke Wachstum der
vergangenen Jahre auch wahrend des Berichtsjahres fort.
TENCEL™ Lyocellfasern tberzeugten 2018 vor allem durch ihre
nachhaltige Herstellung und ihre naturlich weichen Eigenschaften.
TENCEL™ Modalfasern wurden im Innerwear-Geschaft wegen
ihrer besonderen Weichheit und ihres hohen Tragekomforts in
korpernahen Anwendungen stark nachgefragt.
LENZING™ ECOVERO™ Fasern, die eine Identifizierbarkeit Gber
die gesamte Wertschopfungskette gewahrleisten und dadurch
mehr Transparenz in der Modebranche schaffen, wurden vom
Markt gut angenommen. TENCEL™ Lyocellfasern mit
REFIBRA™ Technologie werden nach wie vor als bahnbrechendes
Konzept der Kreislaufwirtschaft gesehen und
TENCEL™ Luxe Filamente etablierten sich 2018 weiter als idealer
Mischungspartner fur Seide in der Haute Couture. Seit ihrer Vor-
stellung im Jahr 2017 wurden bereits mehrere Kollektionen mit
Luxusmarken fiir den Einzelhandel entwickelt.



Heimtextilien & Innenausstattung

Heimtextilien & Innenausstattung sind ein wichtiges Wachs-
tumssegment fur die Lenzing Gruppe.
TENCEL™ Lyocellfasern aufgrund ihrer Festigkeit, effizienten
Feuchtigkeitsaufnahme und ihres angenehmen Gefuhls auf der
Haut. 2018 setzte Lenzing neue Business-Development-Aktivi-
taten fur drei Anwendungs- und Geschaftsbereiche um: fur Ho-
tellerie und Gastgewerbe durch Partnerschaften mit wichtigen
Marktteilnehmern wie Waschereien, fir Teppichanwendungen
und fur neue Polsteranwendungen.

Kunden schatzen

Arbeits- und Schutzbekleidung

Die Hochleistungsfaser LENZING™ FR |6ste im Berichtsjahr im
Subsegment Arbeits- und Schutzbekleidung erneut eine starke
Nachfrage aus. Die Lenzing Gruppe konnte 2018 insbesondere im
Mittleren Osten, in China und Indien wieder starke Zuwachse
verzeichnen. LENZING™ FR Fasern eignen sich wegen ihres
inhérenten Feuerwiderstandes und ihres Tragekomforts sehr gut
fir schwer entflammbare Schutzbekleidung und tragen dazu bei,
den Hitzestress fir den Tréager zu vermindern. Die Fasern konnen
zudem schon bei der Herstellung spinngeféarbt werden, wodurch
ein Verarbeitungsschritt entféllt. Dies unterstitzt die Partner da-
bei, ihre Produktion nachhaltiger zu gestalten.

Fasern fiir Vliesstoffe

Der Bereich Vliesstoffe war im Geschaftsjahr 2018 zufriedenstel-
lend. Die Nachfrage bewegte sich Uber alle Fasergenerationen
auf hohem Niveau. Im Berichtsjahr war jedoch eine Verlagerung
der Nachfrage hin zu Viscosefaser-Spezialitdten zu beobachten.
Vor allem im Hygienebereich konnten die Mengen erheblich
gesteigert werden.

Im Bereich der VEOCEL™ Fasern stiegen die Umsatzerlose signi-
fikant. Dank ihrer Hautfreundlichkeit, Geruchsneutralitat und einer
hohen Nassfestigkeit eignen sich VEOCEL™ Fasern besonders
gut fur Hygieneartikel. Positiv wirken sich auch Aspekte der
Nachhaltigkeit wie die umweltvertragliche Rohstoffquelle und
die Kompostierbarkeit der Fasern auf die Nachfrage aus. Mit
VEOCEL™ Fasern bietet Lenzing den Grundstoff fiir Hygiene-
artikel an, die Uber das Abwasser entsorgt werden kénnen. Diese
LSpulbarkeit® (Flushability) wird fur die Vliesstoff-Branche immer
wichtiger.

In Asien gewinnen infolge des gestiegenen Haushaltseinkommens
insbesondere Wisch- und Pflegetticher an Bedeutung, auch wenn
Europa und die USA in dem Bereich nach wie vor die weitaus
groRten Markte sind. Feuchte Toilettentlicher sind ein weiterer
Wachstumstreiber fir VEOCEL™ Fasern. Die Marktdurchdringung
nahm im Berichtsjahr weiter zu.

Eine spezifische Anwendung von VEOCEL™ Fasern im asiati-
schen Kosmetiksegment sind Gesichtsmasken. In den vergange-
nen Jahren hat sich diese Form der Gesichtspflege als Standard
etabliert. Die Lenzing Gruppe positionierte sich in diesem Ge-
schaftsfeld mit den speziell dafir entwickelten
VEOCEL™ Skin Fasern hervorragend und verzeichnet ein stetig
steigendes Geschéftsvolumen. Seit 2018 sind deutliche Zuwachse
auch in den westlichen Industriestaaten zu verzeichnen. Soge-
nannte ,Tuchmasken® gehéren mehr und mehr zur taglichen Kos-
metik-Routine.

New Business Areas

Der Anwendungsbereich der Cellulosefasern der Lenzing Gruppe
ist sehr vielféaltig und geht Uber die Bereiche Textilien und
Vliesstoffe hinaus. Um einen starkeren Fokus darauf zu setzen,
wurde ein eigener Bereich aus der bestehenden Organisation
etabliert. Schwerpunkt dieses Bereiches mit dem Namen
,New Business Areas” ist es, neue Anwendungsfelder zu eruieren
und kleinere, bereits bestehende Aktivitaten in den industriellen
Anwendungen zu forcieren. Riuckenwind erhalten diese Aktivita-
ten auch durch die wachsende Sensibilitdat der Kunden und Kon-
sumenten fur umweltvertragliche Produkte und Alternativen zur
Vermeidung von Kunststoffen. Unterstitzt wird die Marktentwick-
lung auch durch die Gesetzgebung, die in einigen Bereichen wie
Verpackung einen kompletten Verzicht auf Kunststoffe und damit
den Umstieg auf nachhaltige Produkte fordert.

Im Geschaftsjahr 2018 konnte Lenzing die Umsatzerlose mit
industriellen Anwendungen im Bereich der Energiespeichersys-
teme und Filtration steigern.  Hier Uberzeugen
LENZING™ Lyocellfasern durch ihre Hitzebestandigkeit und
durch eine hohe Filtrationseffizienz.

weiter

Im ersten Halbjahr 2018 wurde die neu gestaltete Produktmarke
LENZING™ im Rahmen der Techtextil North America in Atlanta,
USA, vorgestellt. Ein weiterer Erfolg ist die Partnerschaft mit dem
innovativen Schuhproduzenten Allbirds und seiner im Berichtsjahr
prasentierten ,Tree“-Kollektion, in
TENCEL™ Lyocellfasern als Obermaterial verarbeitet werden.
Zudem wurde Lenzing gemeinsam mit Partnern mit dem osterrei-
chischen Staatspreis ,Smart Packaging“ in der Kategorie B2C
ausgezeichnet. Der Preis wurde im November 2018 fiir das Pro-
dukt ,Packnatur® Mehrwegbeutel auf Holzbasis“ verliehen. Der
Mehrwegbeutel wird aus LENZING™ Fasern hergestellt und
wurde gemeinsam mit dem Partner VPZ Verpackungszentrum
GmbH entwickelt.

welcher

Co-Produkt der Faserproduktion

Die Lenzing Gruppe stellt an den Standorten, an denen sie Visco-
se- oder Modalfasern produziert, als Co-Produkt Natriumsulfat
her. Es wird in der Erzeugung von Lebensmitteln und Futtermit-
teln sowie in der Pharma-, Waschmittel- und Bauindustrie einge-
setzt.

Die Preise fur Natriumsulfat stabilisierten sich im Berichtsjahr auf
hohem Niveau. Grund daftir waren geringere Produktionsmengen
in China und daraus resultierende geringere Exporte nach Sid-
amerika und Nordafrika. Die Umsatzerlose fur Natriumsulfat konn-
ten dadurch am Standort Lenzing trotz geringerer Produktions-
mengen auf vergleichbarem Niveau gehalten werden.

Annual Financial Report 2018 Lenzing Group 135



Segment Lenzing Technik

Lenzing Technik tritt in den Bereichen Zellstofftechnologie, sowie
Filtrations- und Separationstechnik als Anbieter am Markt auf.
Lenzing Technik verfugt zudem Uber eine mechanische Fertigung,
die als Fertigungsbereich innerhalb der Lenzing Gruppe fungiert.

Im Geschaftsjahr 2018 verzeichnete Lenzing Technik Umsatzerlo-
se in der Hohe von EUR 42,4 Mio. nach EUR 42,3 Mio. im Ge-
schaftsjahr 2017. Das entspricht einem Zuwachs von 0,2 Prozent.
Vom Segmentumsatz entfielen EUR 9,8 Mio. auf Kunden auler-
halb der Lenzing Gruppe (nach EUR 12,8 Mio. im Vorjahr). Das
EBITDA lag bei EUR 2,2 Mio. nach EUR 3,4 Mio. im Vorjahr. Der
Personalstand der Lenzing Technik betrug zum
31. Dezember 2018 inklusive Lehrlinge 220 (Ende 2017: 210).

Filtrations- und Separationstechnik

Als Vorreiter auf dem Fachgebiet der Fest-Flissig-Trennung
beschéftigt sich dieser Unternehmensteil mit der Entwicklung und
Realisierung von Losungen kundenspezifischer Filtrationsanwen-
dungen. Mithilfe dieser flexiblen Filtrationssysteme konnen die
Kunden ihre Produktionsprozesse effizienter gestalten und ihre
Wirtschaftlichkeit steigern. Der Bereich konnte die positive Ge-
schaftsentwicklung der Vorjahre auch 2018 fortfuhren.

Zellstofftechnologie

Der Bereich Zellstofftechnologie ist in der Lenzing Gruppe das
Kompetenzzentrum fur die Planung und Umsetzung von Zellstoff-
projekten. Dabei wird die gesamte Bandbreite an Engineering-
Dienstleistungen wie die Erstellung von Machbarkeitsstudien,
Projektmanagement und Projektservices sowie die Bereitstellung
und Lieferung von Anlagen angeboten. Bei der strategischen
Erhohung der Zellstoffintegration der Lenzing Gruppe spielt die-
ser Bereich eine entscheidende Rolle.

Mechanische Fertigung

Im Bereich der mechanischen Fertigung werden Equipments fur
den eigenen Bereich (Zellstofftechnologie sowie Filtrations- und
Separationstechnik) sowie fiir alle Know-how-kritischen Maschi-
nen- und Anlagekomponenten fur sémtliche Standorte der
Lenzing Gruppe gefertigt. Im Berichtsjahr lag der Fokus auf dem
Ausbau der Spezialfaserkapazitaten in der Lenzing Gruppe.

Segment Sonstige

Der Umsatz im Segment Sonstige stieg im Geschéftsjahr 2018 um
11,3 Prozent auf EUR 5,3 Mio. Vom Segmentumsatz entfielen
EUR 2,2 Mio. auf Kunden auBerhalb der Lenzing Gruppe (nach
EUR 2,1 Mio. im Vorjahr). Das EBITDA ging auf EUR 0,9 Mio. und
das EBIT ebenfalls auf EUR 0,8 Mio. zurlck.

136 Annual Financial Report 2018 Lenzing Group



Investitionen

Die Lenzing Gruppe tatigte im Berichtsjahr eine Reihe von Investi-
tionen, die fur die Umsetzung der sCore TEN Strategie malge-
bend sind. Die Investitionen in immaterielle Anlagen und Sachan-
lagen (CAPEX) stiegen um 7,9 Prozent gegeniiber dem Vorjahr auf
EUR 257,6 Mio. Dies ist einerseits auf die Starkung der Eigenver-
sorgung mit Faserzellstoff durch den Ausbau an den Standorten
Lenzing (Osterreich) und Paskov (Tschechien), andererseits auf die
Fokussierung auf das Spezialfaserwachstum durch Kapazitatser-
weiterungen am bestehenden Produktionsstandort Heiligenkreuz
(Osterreich), das Neubauprojekt in Prachinburi (Thailand) sowie
die getatigten Investitionen in Mobile (USA) zurtickzufihren.

Bis zum Jahr 2020 will die Lenzing Gruppe gemal ihrer
sCore TEN Strategie den Anteil an hochwertigen Spezialfasern
auf 50 Prozent des Gesamtumsatzes steigern, der Anteil der
Eigenversorgung mit Faserzellstoff soll sich in Richtung
75 Prozent erhéhen.

Durch den Ausbau und die Modernisierung der bestehenden
Faserzellstoffwerke in Lenzing und Paskov soll die Produktions-
kapazitat fur Zellstoff um etwa 35.000 Tonnen pro Jahr gesteigert
werden.

Durch die Entscheidung, den Ausbau der Lyocellfaser-
Kapazitaten in Mobile vor dem Hintergrund des boomenden
Arbeitsmarktes in den USA und der wirtschaftspolitischen Span-
nungen zwischen den grofRen Handelsblécken vorlbergehend
zu stoppen, wird sich die Umsetzung des Expansionsplans bei
Spezialstapelfasern verlangsamen. Um die starke Nachfrage nach
Lyocellfasern bestmoglich bedienen zu konnen, passte die
Lenzing Gruppe ihren Expansionsplan jedoch entsprechend an.
Dies beinhaltet eine stérkere Fokussierung auf die Erweiterung
der Lyocellfaser-Kapazitaten in Prachinburi. Die geplante Produk-
tionsanlage mit einer Kapazitat von bis zu 100.000 Tonnen soll das
globale Lyocellnetzwerk der Lenzing Gruppe weiter starken.

Die Inbetriebnahme neuer Kapazitaten fur Lyocellfasern in Heili-
genkreuz, der neue Produktionsstart von
LENZING™ ECOVERO™ Fasern am Standort Nanjing und die
Investition in eine weitere Pilotanlage far
TENCEL™ Luxe Filamente sind weitere wesentliche Schritte zur
Erreichung des Ziels, den Anteil von Spezialfasern am Gesam-
tumsatz zu erhdhen. Im September 2018 gab Lenzing zudem die
erfolgreiche Entwicklung der LENZING™ Web Technology be-
kannt, einer neuen Technologieplattform mit Fokus auf nachhalti-
ge Vliesstoff-Produkte, durch die sich neue Marktchancen fur die
Branche ergeben. Nach mehrjahriger Forschungs- und Entwick-
lungsarbeit sowie Investitionen in Hohe von EUR 26 Mio. nahm
Lenzing die Pilotanlage am Hauptsitz in Lenzing erfolgreich in
Betrieb.

Im Juli 2018 gab die Lenzing Gruppe bekannt, bis 2022 mehr als
EUR 100 Mio. in nachhaltige Fertigungstechnologien und Produk-
tionsanlagen zu investieren. Ein GroBteil der Investitionen fliel3t in
den Ausbau der geschlossenen Produktionsprozesse und in die

Modernisierung der Abwasseraufbereitungsanlagen. Darlber hin-
aus investiert Lenzing in die Verbesserung des Energiemix.

Im November 2018 Ubernahm die Lenzing Gruppe die verblei-
benden 30 Prozent des staatlichen Joint-Venture-Partners NCFC
an ihrer chinesischen Tochtergesellschaft Lenzing Nanjing Fibers
(LNF). Die Ubernahme ebnet den Weg fiir weitere Produktions-
linien fur Spezialfasern und ist ein wichtiger Schritt zur Erreichung
des Ziels, Lenzing Nanjing Fibers allmahlich in einen Spezialfaser-
Standort umzuristen.
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Forschung und Entwicklung

Die Forschungs- und Entwicklungsaktivitaten der Lenzing Gruppe
sind im zentralen Bereich Global R&D am Standort Lenzing ge-
bundelt. Dieser Bereich ist mit anderen Unternehmensbereichen
wie Business Management, Produktion, Engineering, Business
Development, Anwendungstechnik, Kundendienst und Sales
sowie den einzelnen Regionen stark vernetzt. Einen intensiven
Austausch gibt es auch mit den Applikations- und Innovations-
zentren in Hongkong und Purwakarta. Dort werden vor Ort ge-
meinsam mit Kunden neue Anwendungen fur Fasern der
Lenzing Gruppe entwickelt. Lenzing intensiviert durch diese
gemeinsame Entwicklungsarbeit die globale Zusammenarbeit mit
Partnern entlang der Wertschopfungskette.

Per Ende 2018 waren 204 Mitarbeiter/innen im Bereich Global
R&D beschéftigt. Diese arbeiteten primar an der Neu- und Wei-
terentwicklung von Technologien, Prozessen, Produkten und An-
wendungen im Bereich holzbasierter Cellulosefasern. Die Ausga-
ben fir Forschung und Entwicklung (F&E), berechnet nach Fra-
scati (abzuglich erhaltener Férderungen), gingen bedingt durch
den Abschluss wichtiger Investitionsprojekte von EUR 55,4 Mio.
auf EUR 42,8 Mio. zurlick. Sowohl in absoluten Zahlen als auch in
Relation zum Umsatz stellt die Hohe der F&E-Ausgaben im Bran-
chenvergleich dennoch einen Spitzenwert dar. Die von Global
R&D erbrachten Leistungen zeigen sich auch an den 1.324 Paten-
ten und Patentanmeldungen (aus 242 Patentfamilien), welche die
Lenzing Gruppe weltweit in 49 Landern halt.

Schwerpunkte 2018

Eine groRe Innovation, die im Jahr 2018 vorgestellt wurde, war
LENZING™ Web Technology. Dieser neu entwickelte, nachhaltige
Vliesstoffbildungsprozess startet mit Faserzellstoff aus Holz.
Dabei wird ein Vliesstoff erzeugt, der zu 100 Prozent aus Lyocell-
Endlosfasern besteht. Die Technologie, fur die 25 Patente bean-
tragt wurden, beinhaltet einen einzigartigen Selbstbindemecha-
nismus, bei dem sich die Filamente wahrend der Vliesformung
verbinden. Aufgrund dieses Mechanismus kénnen Schritte in der
Weiterverarbeitung eingespart werden, wodurch nicht nur einzig-
artige Vliesstoffe erzeugt, sondern auch Ressourcen geschont
werden. Mit LENZING™ Web Technology hergestellte Vliesstoffe
sind zu 100 Prozent aus der Natur und im Gegensatz zu anderen
Produkten am Markt auch biologisch abbaubar.

Ein weiterer Forschungsschwerpunkt war die Erweiterung der
REFIBRA™ Technologie. Mit dieser Technologie kénnen Lyocell-
fasern hergestellt werden, die zum Teil aus Recycling-Materialien
aus der Textilproduktion bestehen. Erforscht wird nun, inwieweit
auch getragene Textil-Recyclingprodukte von Konsumenten fur
die Faserherstellung verwendet werden kénnen.

Dariber hinaus wird die Optimierung und Verbesserung der Pro-
duktionsprozesse fur die Zellstofferzeugung und die einzelnen
Fasertypen weiter vorangetrieben. Die F&E-Schwerpunkte liegen
hier generell auf einer Optimierung der Kreislaufwirtschaft etwa
im Bereich Zellstoff sowie in der Verbesserung der stofflichen
Verwertung des Rohstoffes Holz in den Bioraffinerien der
Lenzing Gruppe. Im Bereich der Faserentwicklung betreut der
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Bereich Global R&D die Weiterentwicklung der Produktionstech-
nologien und die Kapazitdtserweiterungen fir die Produktion von
Lyocellfasern. Auf der Produktseite werden sowohl fur Textil- als
auch Vlies-Anwendungen neue Fasertypen (teils mit speziellen
Funktionalitaten) entwickelt als auch Anwendungen fiir bestehen-
de und neue Fasern ausgearbeitet — dies geschieht auch mit
Kunden und Partnern entlang der Wertschopfungsketten.

Innovationszentren

Ende 2018 eroffnete die Lenzing Gruppe am indonesischen Pro-
duktionsstandort Purwakarta ein neues Innovationszentrum, das
Lenzing Center of Excellence, und deckt damit die gesamte
Wertschopfungskette ihrer Kunden und Partner auch in Asien ab.
Im neuen Lenzing Center of Excellence entwickelt Lenzing ge-
meinsam mit ihren Kunden vor allem neue Garne und testet auf
speziellen Laborgeraten die unterschiedlichen Typen von Fasern
und Garnen, wahrend der Fokus im Applikations- und Innovati-
onscenter in Hongkong hauptsachlich auf Innovationen vom Garn
zur Mode liegt.



Nichtfinanzielle Leistungsindikatoren

Nachhaltigkeit

Die Themen Umweltschutz, nachhaltiges Wirtschaften und Ver-
antwortung fur Menschen gehéren zu den strategischen Grund-
werten der Lenzing Gruppe. Nachhaltigkeit ist daher fest in der
sCore TEN Strategie verankert. Weiterfiihrende Informationen
zum Thema Nachhaltigkeit finden Sie im Nachhaltigkeitsbericht
der Lenzing Gruppe, der gleichzeitig die Nichtfinanzielle Erkla-
rung im Sinne des §267a Unternehmensgesetzbuch darstellt.

Schwerpunkte 2018

Die Nachhaltigkeitsstrategie ,Naturally Positive® von Lenzing
basiert auf den ,3-P“-Dimensionen: People — Planet — Profit. Die
Lenzing Gruppe definiert in ihrer Nachhaltigkeitsstrategie sieben
Kernbereiche, zu denen sie wesentliche Beitréage leistet und die
einen Zusatznutzen fir Mensch und Umwelt schaffen. Diese
sieben Kernbereiche sind:

Nachhaltige Rohstoffbeschaffung
Verantwortungsbewusster Umgang mit Wasser
Dekarbonisierung

Nachhaltige Innovationen

Menschen fordern und beféhigen
Partnerschaften fir systemischen Wandel
Forderung des gesellschaftlichen Wohls

Basierend auf der Nachhaltigkeitsstrategie und den sieben Kern-
bereichen verfolgt die Lenzing Gruppe operative Ziele, die kurz,
mittel- oder langfristig wirken. Konkret geplant ist die Reduktion
von Schwefelemissionen (Schwefelkohlenstoff und Schwefelwas-
serstoff) um 50 Prozent bis 2022, vor allem durch eine Reduktion
der Schwefelemissionen am Produktionsstandort in Indonesien.
Zudem ist eine Verringerung der Wasserbelastung (Chemischer
Sauerstoffbedarf) um 20 Prozent bis 2022 durch MaRnahmen an
den Standorten Grimsby (GroRbritannien) und Purwakarta (Indo-
nesien) geplant. Im Berichtsjahr wurde zudem ein Waldschutz-
und Aufforstungsprojekt in Albanien gestartet. Des Weiteren
wurde 2018 mit der Bewertung der Umweltperformance der
wichtigsten Lieferanten der Lenzing Gruppe begonnen. So sollen
bis 2022 80 Prozent der wichtigsten Lieferanten bewertet wer-
den. AuBerdem wurde 2018 mit einer transparenten Bewertung
der Produktionsstatten gemafll dem HIGG Facility Environmental
Modul 3.0" gestartet. Diese Bewertung aller Produktionsstandorte
der Lenzing Gruppe soll im Jahr 2019 abgeschlossen werden. Um
diese Ziele zu erreichen, stellte die Lenzing Gruppe 2018 ein
Investitionsprogramm in Hohe von EUR 100 Mio. auf die Beine.

Die Technologien der Lenzing Gruppe sind funktionierende Bei-
spiele fur eine Kreislaufwirtschaft. Um diese in der Textilwirtschaft
weiter voranzutreiben, nimmt Lenzing unter anderem an den
Aktivitaten der folgenden Multi-Stakeholder-Initiativen bzw.
Nichtregierungsorganisationen teil: World Economic Forum,

" Das Higg Facilty Environmental Module der Sustainable Apparel Coalition (SAC) ist
ein Instrument zur Messung der Auswirkungen auf die umweltbezogene und soziale
Nachhaltigkeit globaler Produktionsstatten.

Sustainable Apparel Coalition, Textile Exchange, Canopy, Circular
Fibres Initiative (Ellen MacArthur Foundation) und Science Based
Targets Initiative (World Resources Institute).

Zertifizierungsstatus in der Lenzing Gruppe
Lenzing betreibt ihre Produktionsstatten an allen Standorten
nachhaltig — in wirtschaftlicher, 6kologischer und gesellschaft-
licher Hinsicht. Alle Faser- und Zellstofffabriken sind nach den
Systemzertifizierungen 1SO 9001, ISO 14001 und OHSAS 18001
zertifiziert und schlossen im Berichtsjahr den Umstellungsaudit
nach den neuen Regelwerken ISO 9001:2015, ISO 14001:2015 und
OHSAS 18001:2007 erfolgreich ab. Die verantwortungsbewusste
Beschaffung von Holz und Zellstoff wird durch den FSC® und
gemal dem PEFC™ zertifiziert.

Zertifizierungsstatus in der Lenzing Gruppe

ISO ISO OHSAS

9001 14001 18001

Lenzing (Osterreich) v v v
Heiligenkreuz (Osterreich) v v v
Grimsby (GroRbritannien) v V4 v
Mobile (USA) v v v
Purwakarta (Indonesien) v v v
Nanjing (China) v v v
Paskov (Tschechien) v v v

Mitarbeiter/innen

Per 31. Dezember 2018 beschéftigte die Lenzing Gruppe weltweit
6.839 Mitarbeiter/innen (nach 6.488 Ende 2017), davon 182 Lehr-
linge (Ende 2017: 173). Am Hauptsitz in Lenzing waren zum Stich-
tag per Ende 2018 innerhalb der Lenzing AG in Summe 2.831
Mitarbeiter/innen beschaftigt (nach 2.646 per Ende 2017), davon
120 Lehrlinge (Ende 2017: 113).

Mitarbeiter/innen nach Landern

3% 3 %
GroRbritannien USA
1%
6% Sonstige

Tschechien

’7
12 % ‘
China
49 %
Osterreich

26 %
Indonesien
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Lenzing fordert das Potenzial und die Kompetenzen ihrer Mitar-
beiterinnen und Mitarbeiter mit einer breiten Palette an Personal-
entwicklungsmaBnahmen und mafgeschneiderten Ausbildungs-
programmen. Die Gesamtausgaben fir lebenslanges Lernen und
die Personalentwicklung stiegen erneut von EUR 5,1 Mio. im Jahr
2017 auf EUR 5,9 Mio. im Jahr 2018. Am Standort Lenzing wird
der GroBteil der Aus- und WeiterbildungsmaBnahmen hausintern
durch das Bildungszentrum Lenzing (BZL) abgewickelt.

Aus- und Weiterbildung

Die Grundlage fiir alle Aus- und Weiterbildungsaktivitaten der
Lenzing Gruppe bilden die sCore TEN Strategie und im Speziellen
der Kulturelle Fokus und das Leadership Modell der Organisation.
Im Berichtsjahr intensivierte Lenzing diese Aktivitdten und startete
neue Ausbildungsprogramme. ,Leaders of Tomorrow* ist ein
maRgeschneidertes Entwicklungsprogramm fir Produktionsmit-
arbeiter/innen, das eine 3-monatige Job-Rotation an den Stand-
orten in GroRbritannien, Tschechien und Indonesien vorsieht. Das
Programm ,sCore TEN fit“ wurde mit insgesamt drei Gruppen
gestartet und beinhaltet psychologische Ausbildungselemente zur
Schulung von Fuhrungskraften. Um neue Mitarbeiter/innen dabei
zu unterstitzen, sich bestmoglich zu integrieren und ein tieferes
Verstéandnis fir das Geschéaftsmodell des Unternehmens zu erhal-
ten, wurde am Standort Lenzing ein Onboarding- und Buddy-
Programm eingefthrt.

Im Berichtsjahr wurden weiters Ausbildungsprogramme, die am
Standort Lenzing gut etabliert sind, global ausgerollt und an ande-
ren Standorten eingefihrt. Dazu gehdren die ,Global Fiber
Academy®, die mit dem Ziel gegrindet wurde, das interdiszipli-
nare Wissen Uber Fasern sowie das Verstéandnis der Wertschop-
fungskette zu verbessern, und die ,Commercial Academy®, ein
Ausbildungsprogramm fiir Mitarbeiter/innen aus dem kaufméanni-
schen Bereich, die ihr technisches Know-how, ihre rechtliche
Kenntnisse und Verhandlungstechniken vertiefen wollen.

Fur 26 hochmotivierte = Nachwuchsfuhrungskrafte — der
Lenzing Gruppe endete im Sommer 2018 das 16-monatige
LSpringboard“-Programm. In dem globalen Junior-Leadership-
Programm, das 2014 erfolgreich gestartet wurde, werden die
inhaltlichen Schwerpunkte auf Kultur und Veranderung, Entschei-
dungsfindung, Fuhrung, internationale Kommunikation sowie
virtuelle und praktische Zusammenarbeit gerichtet.

Diversitat

Respekt, Diversitat und Inklusion sind die Grundpfeiler der Unter-
nehmensstrategie sCore TEN sowie integrale und unverzichtbare
Bestandteile der Unternehmenskultur der Lenzing Gruppe. Das
Thema Diversitat spielt bei der Besetzung der Fiihrungsebenen im
Unternehmen eine zunehmend wichtige Rolle.
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Sicherheit, Gesundheit und Umwelt

Im Geschaftsjahr 2018 wurden in der Lenzing Gruppe weitere
MaBnahmen zur Erhéhung der Arbeitssicherheit ergriffen und das
gruppenweite Gesundheitsmanagement weiterentwickelt. Der
Bereich ,Global Safety, Health and Environment“ (Global SHE)
arbeitet federfihrend mit den Mitarbeiter/innen und den Produk-
tionsbereichen an einer Verbesserung der Kennzahlen im Bereich
Sicherheit, Gesundheit und Umwelt.

Sicherheit

Der Schutz der Mitarbeiter/innen und der Schutz der Umwelt sind
fir die Lenzing Gruppe eine Grundvoraussetzung unternehme-
rischen Handelns und daher in den Unternehmenswerten der
Lenzing Gruppe fest verankert. Das 2016 gestartete, mittelfristig
ausgerichtete ,Heartbeat for Safety“-Konzept mit dem Ziel, das
Bewusstsein fur die Themen Sicherheit und Umweltschutz zu
scharfen und die kontinuierliche Verbesserung in Bezug darauf
sicherzustellen, wurde im Berichtsjahr weiter konsequent imple-
mentiert.

Einen Schwerpunkt setzte Lenzing mit dem konzernweiten Schu-
lungs- und Diskussionsformat ,Safety Walks and Talks®. Seit dem
Start im Jahr 2016 wurden rund 750 Fuhrungskrafte geschult,
erfolgreich Gesprache zum Thema Sicherheit zu fiihren. Bis Ende
2018 wurden insgesamt 12.442 ,Safety Walks and Talks* durchge-
fihrt. Zudem wurden die bestehenden Regeln zur Vermeidung
von schwerwiegenden Unfallen als Folge gefahrlicher Tatigkeiten,
die sogenannten ,Life Saving Rules®, weiter harmonisiert. Im
Berichtsjahr wurden zudem an allen Standorten Audits zur Uber-
prifung des Fremdfirmenmanagements durchgefihrt und es
wurde eine harmonisierte Guideline erarbeitet, die 2019 imple-
mentiert wird.

Um konzernweit einheitlich hohe Standards im Umgang mit po-
tenziell gefahrlichen Stoffen zu gewéhrleisten, werden die dafir
notwendigen Prozesse harmonisiert. Ein entsprechendes Projekt
startete 2018 und wird in den kommenden Jahren phasenweise
umgesetzt. Ziel ist die sichere und bestimmungsgemale Verwen-
dung von gefahrlichen Stoffen und Chemikalien nach einheitli-
chen Regeln. Im Berichtsjahr wurden zudem zahlreiche Maf3nah-
men durchgefthrt, um die hohen Standards der Lenzing Gruppe
fir die Sicherung von Maschinen und Anlagen aufrechtzuerhalten
und weiter zu verbessern.

Die Lenzing Gruppe arbeitete eng mit der Institution of Occupati-
onal Safety and Health (IOSH) zusammen, um das renommierte
Gesundheits- und Sicherheitstraining der britischen Organisation
auf Lenzing zuzuschneiden und in die unterschiedlichen Standort-
sprachen zu Ubersetzen. ,Leading Safely“-Kurse wurden bereits
an mehreren Standorten der Lenzing Gruppe durchgefihrt. Im
Berichtsjahr wurden zudem die ersten ,Working Safely“-Kurse
gestartet. Diese beiden Kurse adressieren sowohl die ausfiihren-
den als auch die leitenden Mitarbeiter/innen im Unternehmen.

Fur ein effizientes Sicherheitsmanagement ist eine lickenlose
Meldung und Dokumentation aller relevanten Ereignisse (Unfalle,
Beinahe-Unfélle, Beobachtungen) unerlasslich. Im Zuge der konti-
nuierlichen Verbesserung der Sicherheitsstandards ist es daher
besonders wichtig, die Mitarbeiter/innen vor Ort in die einheitli-
che Berichterstattungsplattform ,SHEARS® einzubinden und fir
ein entsprechendes Gefahrenbewusstsein zu sorgen.

Im Vergleich mit dem Geschéftsjahr 2017 konnte die Unfallrate
2018 trotz der umfangreichen Investitionsaktividten und des ent-
sprechend hoheren Verletzungsrisikos sowie des gestiegenen
Personaleinsatzes konstant gehalten werden.

Entwicklung der Unfallrate

Unfallrate pro 1.000 Mitarbeiter
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Gesundheit

Das Gesundheitsmanagementsystem der Lenzing Gruppe basiert
auf einem Konzept, das auf die jeweiligen Gesundheits- und
Sozialsysteme der Lander, in denen Lenzing tatig ist, zugeschnit-
ten ist und einen konzeptionellen Rahmen fiir gezielte Investitio-
nen in die Gesundheitsversorgung bietet. Das Unternehmen
verfligt an allen Standorten Uber industriespezifische Gesund-
heitsstandards wie regelmaRige Gesundheitschecks fur alle Mit-
arbeiter/innen und regelméaBige Schulungen im Umgang mit
Chemikalien.

Im Geschéftsjahr 2018 wurde zum Zweck der Gesundheitspra-
vention ein gruppenweites Programm namens ,Heartbeat for
Health* gestartet. Ein weiterer Gesundheitsfokus lag im Berichts-
jahr auf dem Thema Erste Hilfe. Um zu gewahrleisten, dass alle
Mitarbeiter/innen die BasismaBnahmen zur Sicherung lebens-
wichtiger Funktionen kennen, wurde im September an allen
Standorten der Lenzing Gruppe eine Aktionswoche unter dem
Motto ,Saving Lives — At Work and At Home* veranstaltet.
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Geschaftsentwicklung der Lenzing AG

(Einzelabschluss)

Die Umsatzentwicklung und Rentabilitat der Lenzing AG' waren im
Geschéftsjahr 2018 rucklaufig. Der Umsatz sank gegentber dem
Vorjahr um 2,9 Prozent auf EUR 980,1 Mio. im Geschaftsjahr 2018.
Positive Umsatzeffekte aus Preiserhohungen wurden dabei durch
Ruckgénge bei den Verkaufsmengen kompensiert. Der Mengen-
rickgang wiederum ist primér auf den Wegfall von Erlésen aus
einem Geschaft mit Handelswaren zurlckzufihren, welches Ende
2017 ausgelaufen war. Die Bestandsveranderung an fertigen und
unfertigen Erzeugnissen ist etwas niedriger als im Vorjahr und be-
tragt EUR 6 Mio. Die aktivierten Eigenleistungen sind aufgrund der
hohen Investitionstatigkeit erneut leicht gestiegen und betrugen
per Ende 2018 EUR 18 Mio. nach EUR 15,7 Mio. per Ende 2017.

Die Aufwendungen fir Material und sonstige bezogene Herstel-
lungsleistungen lagen mit EUR 447,4 Mio. trotz gestiegener Roh-
stoffpreise, insbesondere fur Natronlauge, unter dem Vorjahres-
wert von 458,8 Mio., weil mit dem Umsatz auch die Aufwande fir
ein Geschéaft mit Handelswaren weggefallen sind.

Der Personalaufwand stieg um 8,7 Prozent von EUR 224,3 Mio.
auf EUR 243,8 Mio., wobei hier sowohl der Mitarbeiteraufbau und
hohere Aufwendungen aus der Kollektivvertragsrunde erhohend
wirkten. Die Bonusriickstellungen fir alle Mitarbeiter/innen sind
aufgrund der riicklaufigen Geschéftsentwicklung des Gesamtkon-
zerns leicht gesunken.

Das EBITDA sank um 19 Prozent auf EUR 170,1 Mio., nach EUR
209,9 Mio. im Vorjahreszeitraum. Die EBITDA-Marge ging somit
auf 17,4 Prozent zurtick (2017: 20,8 Prozent).

Die Hohe der Abschreibungen lag mit EUR 65,9 Mio. um 7,7 Pro-
zent Uber dem Vorjahreswert von EUR 61,2 Mio., da das deutlich
gestiegene Sachanlagevermégen zu einer hoheren Abschrei-
bungsbasis fuhrt. Die sonstigen betrieblichen Aufwendungen leg-
ten um 4,4 Prozent von EUR auf EUR 159,5 Mio. im Jahr 2018 zu.

Das Betriebsergebnis (EBIT) ging um 29,9 Prozent von EUR 148,6
Mio. auf EUR 104,1 Mio. zurtick. Die EBIT-Marge sank daher eben-
falls von 14,7 Prozent ebenfalls deutlich auf 10,6 Prozent.

Erheblich gesteigert wurde das Finanzergebnis, welches von EUR
39,2 Mio. um 74,2 Prozent auf EUR 68,3 Mio. in die Hohe schnellte.
Die Steigerung ist priméar auf hohere Beteiligungsertréage aus ver-
bundenen Unternehmen zurickzufihren. Ein gegenlaufiger Effekt
war durch Abschreibungen von Ausleihungen in Hohe von EUR 5,4
Mio. zu verbuchen.

Das Ergebnis vor Steuern lag mit EUR 172,4 Mio. um 8,2 Prozent
unter dem Vorjahreswert von EUR 187,8 Mio. Nach Abzug der
Steuer ergibt sich ein Jahrestberschuss von EUR 150,2 Mio. nach
EUR 152 Mio. im Vorjahr. Nach einer Zuweisung zu Gewinnrlck-
lagen lag der Bilanzgewinn der Lenzing AG im abgelaufenen Ge-
schéftsjahr bei EUR 132,8 Mio (2017: EUR 132,8 Mio.)

Die Forschungs- und Entwicklungsaktivitaten der Lenzing AG wer-
den im Wesentlichen im Kapitel Forschung und Entwicklung be-
schrieben.

Die Investitionen in immaterielle Vermogensgegenstéande und
Sachanlagen (CAPEX) gingen gegeniiber dem Vorjahreswert von
EUR 130,7 Mio. auf EUR 106,6 Mio. im Jahr 2018 zurlck. Der Ruck-
gang héngt mit der Fertigstellung im Vorjahr begonnener Aus-
bauvorhaben am Standort Lenzing zusammen. Investitionen im
Geschéftsjahr 2018 flieBen unter anderem in den Ausbau und die
Modernisierung des bestehenden Faserzellstoffwerks in Lenzing,
sowie den Bau einer Pilotanlage fur die Entwicklung der Lenzing™
Web Technology, einer neuen Technologieplattform mit Fokus auf
nachhaltige Vliesstoff-Produkte.

Die Eigenkapitalrentabilitdt (ROE) lag mit 21,9 Prozent unter dem
Vorjahreswert von 24,7 Prozent. Aufgrund des gesunkenen EBIT
ging auch die Gesamtkapitalrentabilitat (ROI) im Jahresvergleich
von 10,7 Prozent auf 7,4 Prozent zurlick. Die Rentabilitat auf das
eingesetzte Kapital (ROCE) sank von 15,9 Prozent auf 10,1 Prozent
im Jahr 2018.

1) Die dargestellten Finanzkennzahlen sind weitgehend aus dem Jahresabschluss der Lenzing AG nach UGB abgeleitet und werden in den folgenden Abschnitten

néher definiert und erlautert.
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Bilanzstruktur und Liquiditat der Lenzing AG

(Einzelabschluss)

Das bereinigte Eigenkapital der Lenzing AG? zum Bilanzstichtag 31.
Dezember 2018 lag mit EUR 798 Mio. um 2,4 Prozent lber dem
Vorjahreswert von EUR 779,6 Mio. Die bereinigte Eigenkapital-
quote lag mit 54 Prozent unter dem Wert per Jahresende 2017
von 58,9 Prozent aber noch immer Gber dem Wert von 51,1 Pro-
zent per Ende 2016. Die Erhéhung der Nettofinanzverschuldung
von EUR 261,3 Mio. auf EUR 412,8 Mio. ist vor allem auf Kreditauf-
nahmen zur Finanzierung der Kapazitatserweiterungen und einen
Rickgang der Nettoliquiditat zurtickzufthren. Das Verhaltnis von
Nettofinanzverschuldung zu EBITDA verdoppelte sich von 1,2 auf
2,4 per Ende 2018. Die Verbindlichkeiten aus Schuldscheindarle-
hen sanken auf EUR 168 Mio. nach einer planmé&Rigen Tilgung von
EUR 29 Mio. Die Verbindlichkeiten gegeniber Kreditinstituten er-
hohten sich von EUR 8,9 Mio. auf EUR 175,5 Mio., weil offene Kre-
ditlinien ausgenutzt wurden und neue Bankverbindlichkeiten zur
Finanzierung der Kapazitatserweiterungen aufgenommen wurden.
Die Kassenbestande und Guthaben bei Kreditinstituten sanken von
EUR 29,8 Mio. auf EUR 11 Mio. Das Net Gearing erhohte sich auf-
grund der héheren Verbindlichkeiten von 33,5 Prozent auf 51,7 Pro-
zent per Ende 2018.

Das Trading Working Capital legte von EUR 183,3 Mio. auf EUR
204,7 Mio. zu, was auf hdhere Vorrate und einen Zuwachs der For-
derungen aus Lieferungen und Leistungen zurlickzufihren ist. Das
Verhéltnis Trading Working Capital zu Umsatzerldsen stieg somit
von 18,2 Prozent auf 20,9 Prozent.

Der Cashflow aus der Geschéftstatigkeit stieg von EUR 115,8 Mio.
auf EUR 192,5 Mio., der Cashflow aus der Investitionstatigkeit war
investitionsbedingt mit EUR minus 212 Mio. deutlich hoher als der

Vorjahreswert von EUR minus 135,3 Mio. Der Cashflow aus der
Finanzierungstatigkeit war aufgrund der Aufnahme neuer Finanz-
mittel minimal positiv mit EUR 0,7 Mio. (2017: EUR minus 232,3
Mio.). Die liquiden Mittel gingen von EUR 29,8 Mio. auf EUR 11 Mio.
zurlick. Zu Jahresende 2018 standen dartber hinaus offene, un-
genutzte Kreditlinien in Hohe von EUR 318,8 Mio. zur Verfligung.

Die Lenzing AG kommt ihren Zahlungsverpflichtungen zeitgerecht
nach. Die Gesellschaft verflgt Uber eine solide Liquiditats- und
Eigenkapitalbasis sowie eine ausgewogene Bilanzstruktur. Zusatz-
lich bestehen ausreichende Liquiditatslinien bei verschiedenen
Banken, die jederzeit zur Finanzierung bereitstehen.

Insgesamt sind dem Vorstand der Lenzing AG zum Bilanzstich-
tag 31. Dezember 2018 keine Risiken bekannt, die den Bestand
des Unternehmens im Geschaftsjahr 2019 gefahrden kénnten.

2) Die dargestellten Finanzkennzahlen sind weitgehend aus dem Jahresabschluss der Lenzing AG nach UGB abgeleitet und werden in den folgenden Abschnitten naher

definiert und erlautert.
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Kennzahlen der Lenzing AG (Einzelabschluss)

Die dargestellten Finanzkennzahlen sind weitgehend aus dem
Jahresabschluss der Lenzing AG nach UGB abgeleitet und wer-
den in den folgenden Abschnitten néher definiert und erlautert.

Kennzahlen

Ergebnis- und Rentabilitdtskennzahlen

Umsatzerlose

EBITDA (Betriebsergebnis vor Abschreibungen)
EBITDA-Margein %

EBIT (Betriebsergebnis)

EBIT-Margein %

Ergebnis vor Steuern

Jahresiberschuss

ROE in %

ROIl'in % 10,7%

ROCE (Ergebnis auf das eingesetzten Kapital) in %

Bilanzkennzahlen

Bereinigtes Eigenkapital am Bilanzstichtag

Bereinigte Eigenkapitalquotein %

Nettofinanzverschuldung am Bilanzstichtag

Nettofinanzverschuldung / EBITDA

Net Gearingin % am Bilanzstichtag

Nettoverschuldung am Bilanzstichtag

Trading Working Capital

Trading Working Capital zu Umsatzerlosen

Cashflow-Kennzahlen

Cashflow aus der Geschaftstatigkeit

Cashflow aus der Investitionstatigkeit

Cashflow aus der Finanzierungstatigkeit

Veranderung der liquiden Mittel

Anfangsbestand liquide Mittel

Endbestand liquide Mittel

Ungenutzte Kreditlinien per 31.12.
CAPEX

Borsenkennzahlen

Grundkapital am Bilanzstichtag in EUR Mio
Anzahl der Aktien am Bilanzstichtag in Stk. 26.550.000
Bérsenkapitalisierung in EUR Mio

Aktienkurs am Bilanzstichtag in EUR
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Definition der Finanzkennzahlen

Definition und Ableitung von im Lagebericht verwendeten Finanz-
kennzahlen, die nicht direkt im Jahresabschluss nach 6sterreichi-
schem Unternehmensgesetzbuch (UGB) dargestellt sind:

Bereinigtes Eigenkapital
Eigenkapital zuzlglich Zuschusse der 6ffentlichen Hand abzlglich
anteiliger Ertragsteuern.

Bereinigte Eigenkapitalquote
Prozent-Verhaltnis bereinigtes Eigenkapital zur Bilanzsumme.

Bilanzsumme

Summe aus Anlage- und Umlaufvermogen sowie Rechnungsab-
grenzungsposten und Aktive latente Steuern bzw. die Summe aus
Eigenkapital, Zuschisse der offentlichen Hand, Rickstellungen
und Verbindlichkeiten sowie Rechnungsabgrenzungsposten. Die
genaue Ableitung ist aus der Bilanz ersichtlich.

Boérsenkapitalisierung bzw.
Marktkapitalisierung

Gewichtete durchschnittliche Anzahl der Aktien multipliziert mit
dem Aktienkurs zum Stichtag.

CAPEX
Capital expenditures; entspricht dem Erwerb von immateriellen
Vermogensgegenstéande und Sachanlagen. Wird im Cashflow
dargestellt.

Capital Employed

Bilanzsumme abziglich nicht verzinsliches Fremdkapital abzlglich
Kassenbestand, Guthaben bei Kreditinstituten, abzlglich Wertpa-
piere des Umlaufvermogens und abziglich Finanzanlagen.

Cashflow

Berechnung erfolgt auf Basis des Fachgutachtens der Kammer
der Wirtschaftstreuhander KFS/BW2 tber die Geldflussrechnung
als Ergédnzung des Jahresabschlusses und Bestandteil des Kon-
zernabschlusses.

EBITDA (Betriebsergebnis vor Abschreibungen)
Earnings before interest, tax, depreciation and amortization; EBIT
(Betriebsergebnis) zuzlglich Abschreibungen auf immaterielle
Gegenstande des Anlagevermoégens und Sachanlagen abziglich
Ertréage aus der Zuschreibung zum Anlagevermogen mit Ausnah-
me der Finanzanlagen abziglich Aufidsung Investitionszuschisse
der offentlichen Hand.

EBITDA-Marge
Prozent-Verhéltnis EBITDA (Betriebsergebnis vor Abschreibun-
gen) zu den Umsatzerlosen.

EBIT (Betriebsergebnis)
Earnings before interest and tax; Zwischensumme aus Ziffer 1 bis
8 It. Gewinn- und Verlustrechnung.

EBIT-Marge

%-Verhaltnis EBIT (Betriebsergebnis) zu den Umsatzerldsen.

Finanzergebnis
Zwischensumme aus Ziffer 10 bis 15 It. Gewinn- und Verlustrech-
nung.

Liquide Mittel

Kassenbestand, Guthaben bei Kreditinstituten.

Nettofinanzverschuldung
Net financial debt; Verzinsliches Fremdkapital ohne Sozialkapital
abzlglich Kassenbestand, Guthaben bei Kreditinstituten und
Wertpapiere des Umlaufvermogens.

Nettofinanzverschuldung / EBITDA
Nettofinanzverschuldung im Verhaltnis zum EBITDA.

Net Gearing

Prozent-Verhéltnis  Nettofinanzverschuldung zum bereinigten
Eigenkapital.

Nettoverschuldung

Net debt; Verzinsliches Fremdkapital abzuglich Kassenbestand,
Guthaben bei Kreditinstituten und Wertpapiere des Umlaufver-
maogens.

Nicht verzinsliches Fremdkapital

Verbindlichkeiten aus Lieferungen und Leistungen zuzlglich
Verbindlichkeiten gegentber Unternehmen mit Beteiligungsver-
haltnis zuzuglich Verbindlichkeiten gegeniiber verbundenen Un-
ternehmen aus Lieferungen und Leistungsverrechnungen zuzig-
lich sonstiger Verbindlichkeiten zuzlglich anteiliger latenter Steu-
ern auf Zuschusse der offentlichen Hand zuzlglich Rickstellun-
gen ohne Sozialkapital zuzlglich passiver Rechnungsabgren-
zungsposten.

NOPAT
Net operating profit after tax; EBIT (Betriebsergebnis) abzuglich
anteiliger Steuern vom Einkommen und vom Ertrag (auf das EBIT).

ROCE (Ergebnis auf das eingesetzte Kapital)
Return on capital employed; Prozent-Verhaltnis NOPAT zum
durchschnittlichen Capital Employed (Durchschnitt aus 01.01. und
3112.).

ROE (Eigenkapitalrentabilitit)

Return on equity; Prozent-Verhaltnis Ergebnis vor Steuern zum
durchschnittlich bereinigten Eigenkapital (Durchschnitt aus 01.01.
und 31.12.).

ROI (Gesamtkapitalrentabilitat)

Return on investment; Prozent-Verhaltnis EBIT (Betriebsergebnis)
zur durchschnittlichen Bilanzsumme (Durchschnitt aus 01.01. und
3112.).

Sozialkapital

Ruckstellungen fur Pensionen und Abfertigungen.
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Trading Working Capital

Vorrate zuziglich Forderungen aus Lieferungen und Leistungen,
Forderungen gegentber Unternehmen, mit denen ein Beteili-
gungsverhéltnis besteht sowie Forderungen gegentber verbun-
denen Unternehmen aus Lieferungen und Leistungsverrechnun-
gen abzlglich Verbindlichkeiten aus Lieferungen und Leistungen,
Verbindlichkeiten gegentiber Unternehmen, mit denen ein Beteili-
gungsverhéltnis besteht sowie Verbindlichkeiten gegeniber ver-
bundenen Unternehmen aus Lieferungen und Leistungsverrech-
nungen.

Trading Working Capital zu Umsatzerl6sen
Prozent-Verhéltnis Trading Working Capital zu den Umsatzerlésen
des Geschéftsjahres.

Verzinsliches Fremdkapital

Anleihen, Verbindlichkeiten aus Schuldscheindarlehen, Verbind-
lichkeiten gegenlber Kreditinstituten, sonstige zinstragende
Verbindlichkeiten, Verbindlichkeiten gegeniber verbundenen
Unternehmen aus verzinslichen Darlehen und Ruckstellungen fur
Sozialkapital.

Erlduterungen zu den
Finanzkennzahlen

Nachfolgend werden die zentralen Finanzkennzahlen der Lenzing
AG naher erlautert. Sie sind weitgehend aus dem Jahresabschluss
der Lenzing AG nach UGB abgeleitet.

Der Vorstand ist der Meinung, dass diese Finanzkennzahlen nitz-
liche Informationen tber die wirtschaftliche Lage der Lenzing AG
vermitteln, da sie unternehmensintern verwendet werden und
meist auch einen hohen Stellenwert bei externen Adressaten
aufweisen (insbesondere bei Investor/innen, Banken und Ana-
lyst/innen).

EBITDA, EBITDA-Marge, EBIT und EBIT-Marge
Das EBITDA und das EBIT werden in der Lenzing AG als Maf3sta-
be fur die operative Ertragskraft und Profitabilitat (Performance)
vor Abschreibungen und nach Abschreibungen verwendet. Auf-
grund ihrer Bedeutung — auch fiur die externen Adressaten —
werden diese Kennzahlen ermittelt und zum Vergleich der Mar-
gen im Verhéltnis zu den Umsatzerlésen (als EBITDA-Marge bzw.
EBIT-Marge bezeichnet) dargestellt.

EBITDA

EBIT (Betriebsergebnis)

+ Abschreibungen auf immaterielle
Gegenstande des Anlagevermogens
und Sachanlagen

- Aufiésung Investitionszuschisse
der offentlichen Hand

EBITDA

/ Umsatzerlose

EBITDA-Marge in %
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EBIT

EBIT (Betriebsergebnis)

/ Umsatzerlose

EBIT-Marge in %

CAPEX

Der CAPEX wird in der Lenzing AG als Maf3stab fur die Hohe von
Investitionen in immaterielle Vermodgensgegenstédnde und Sach-
anlagen verwendet. Er wird im Cashflow dargestellt.

Bereinigtes Eigenkapital am Bilanzstichtag und
bereinigte Eigenkapitalquote

Das bereinigte Eigenkapital wird in der Lenzing AG als Maf3stab
fur die Unabhangigkeit gegentber Fremdkapitalgebern und die
Fahigkeit neues Kapital aufzunehmen verwendet (Finanzkraft). Es
enthalt neben dem Eigenkapital nach UGB auch die Zuschisse
der offentlichen Hand abziglich anteiliger Ertragsteuern. Es wird
zum Vergleich mit dem Eigen- und Fremdkapital in das Verhéltnis
zur Bilanzsumme gesetzt. Diese Kennzahl (bzw. dhnliche Kenn-
zahlen) wird (werden) gelegentlich als Financial Covenant(s) mit
Fremdkapitalgebern vereinbart.

Bereinigtes Eigenkapital

Eigenkapital

+ Zuschusse der 6ffentlichen Hand

—25% anteilige Ertragsteuern

Bereinigtes Eigenkapital am
Bilanzstichtag

/ Bilanzsumme

Bereinigte Eigenkapitalquote in %




Kapitalrentabilitat (ROE, ROl und ROCE)

Der ROCE (Ergebnis auf das eingesetzte Kapital) wird in der
Lenzing AG als MaRstab fir die Rendite (Verzinsung) auf das im
Geschéftsbetrieb eingesetzte Kapital (das Capital Employed)
verwendet. Er ist zudem wichtig fur externe Adressaten. Der ROE
(Eigenkapitalrentabilitat) und der ROl (Gesamtkapitalrentabilitat)
sind Rentabilitatskennzahlen, die die Ertragskraft der Lenzing AG
messen sollen.

ROCE (Ergebnis auf das
eingesetzte Kapital)

EBIT (Betriebsergebnis)

- Anteilige laufende Steuern vom
Einkommen und vom Ertrag (auf das
EBIT)

NOPAT

/ Durchschnittliches Capital
Employed

ROCE (Ergebnis auf das
eingesetzte Kapital)

Anteilige laufende Steuern vom
Einkommen und vom Ertrag (auf das
EBIT)

Anteilige laufende Steuern vom
Einkommen und vom Ertrag (auf das
Finanzergebnis)

laufende St n vom Eink

und vom Ertrag

Bilanzsumme

- Verbindlichkeiten aus Lieferungen
und Leistungen

- Verbindlichkeiten gegentiber
verbundenen Unternehmen
(Lieferungen und Leistungen)

- Sonstige Verbindlichkeiten

- Anteilige Ertragsteuern auf
Zuschusse der 6ffentlichen
Hand

- Ruckstellungen

+ Ruckstellungen fur Abfertigungen
und Pensionen (Sozialkapital)

- Passiver
Rechnungsabgrenzungsposten

- Kassenbestand, Guthaben bei
Kreditinstituten

- Finanzanlagen

Stand 31.12.

Stand 01.01.

Durchschnittliches Capital
Employed

Durchschnittliches bereinigtes
Eigenkapital

Bereinigtes Eigenkapital 31.12.

Bereinigtes Eigenkapital 01.01.

Durchschnittliches bereinigtes
Eigenkapital

ROE (Eigenkapitalrentabilitat)

Ergebnis vor Steuern

/ Durchschnittliches bereinigtes
Eigenkapital

ROE (Eigenkapitalrentabilitat)

Durchschnittliche Bilanzsumme

1.323,6
1.449,2

1.386,4

Bilanzsumme 31.12.

Bilanzsumme 01.01.

Durchschnittliche Bilanzsumme

ROI (Gesamtkapitalrentabilitit)

1.386,4

EBIT (Betriebsergebnis)

/ Durchschnittliche Bilanzsumme

ROI (Gesamtkapitalrentabilitat)

Nettofinanzverschuldung,
Nettofinanzverschuldung/EBITDA,

Net Gearing und Nettoverschuldung

Die Nettofinanzverschuldung wird in der Lenzing AG als Maf3stab
fir die finanzielle Verschuldung und die Kapitalstruktur verwen-
det. Sie ist zudem wichtig fur externe Adressaten. Diese Kennzahl
wird in das Verhéltnis zum EBITDA gesetzt und gibt dadurch
einen Anhaltspunkt, wieviele Perioden das gleiche EBITDA erwirt-
schaftet werden musste, um die Nettofinanzverschuldung abzu-
decken. Das Verhaltnis zwischen Nettofinanzverschuldung und
bereinigtem Eigenkapital (Net Gearing) veranschaulicht das Ver-
haltnis von Netto-Fremdkapital zu bereinigtem Eigenkapital. Diese
Kennzahl (bzw. dhnliche Kennzahlen) wird (werden) gelegentlich
als Financial Covenant(s) mit Fremdkapitalgebern vereinbart. Die
Nettoverschuldung wird in der Lenzing AG als MaRstab fur die
finanzielle Verschuldung unter Berlcksichtigung von Rickstellun-
gen fur Abfertigungen und Pensionen verwendet.
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Nettofinanzverschuldung

Anleihen

+ Verbindlichkeiten aus
Schuldscheindarlehen

+ Verbindlichkeiten gegentiber
Kreditinstituten

+ Sonstige zinstragende
Verbindlichkeiten

+ Verbindlichkeiten gegentiber
verbundenen Unternehmen
(verzinsliche Darlehen)

- Kassenbestand, Guthaben bei
Kreditinstituten

Nettofinanzverschuldung

/ EBITDA

Nettofinanzverschuldung /
EBITDA

Nettofinanzverschuldung

/ bereinigtes Eigenkapital

Net Gearing in % am
Bilanzstichtag

Nettoverschuldung

Nettofinanzverschuldung

+ Ruckstellungen fur Abfertigungen

+ Ruckstellungen fur Pensionen

Nettoverschuldung am
Bilanzstichtag

Trading Working Capital und Trading Working
Capital zu Umsatzerlésen

Das Trading Working Capital wird in der Lenzing AG als Mal3stab
fur die potenzielle Liquiditat und die Kapitaleffizienz verwendet.

Trading Working Capital

Vorrate

+ Forderungen aus Lieferungen und
Leistungen

+ Forderungen gegentiber
Unternehmen, mit denen ein
Beteiligungsverhéltnis besteht

+ Forderungen gegentiber
verbundenen Unternehmen
(Lieferungen und Leistungen)

- Verbindlichkeiten aus Lieferungen
und Leistungen

- Verbindlichkeiten gegentiber
verbundenen Unternehmen
(Lieferungen und Leistungen)

Trading Working Capital

/ Umsatzerlose

Trading Working Capital zu
Umsatzerlésen
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Cashflow

Der Cashflow dient in der Lenzing AG zur Beurteilung der Finanz-
lage, insbesondere der Fahigkeit Zahlungstiberschisse zu erwirt-
schaften und Zahlungsverpflichtungen zu erfillen.

Cashflow

Ergebnis vor Steuern

+ Abschreibungen auf immaterielle
Gegenstande des Anlagevermogens
und Sachanlagen

+/- sonstige Uberleitungen

Cashflow aus der
Geschiaftstatigkeit

- CAPEX

- Auszahlungen fur Finanzanlagen

+ Einzahlungen aus dem Abgang von
Anlagevermogen

Cashflow aus der
Investitionstatigkeit

- Dividende

+ Investitionszuschisse

+/- Einzahlungen/Auszahlungen von
verzinslichem Fremdkapital (ohne
Sozialkapital)

Cashflow aus der
Finanzierungstatigkeit

Veranderung der liquiden Mittel

Anfangsbestand der liquiden Mittel
Endbestand der liquiden Mittel




Risikobericht

Aktuelles Risikoumfeld

Fur eine ausfuhrliche Bestandsaufnahme der Entwicklungen am
Weltfasermarkt im Berichtsjahr und den damit zusammenhéan-
genden Risiken fur die Lenzing Gruppe siehe Kapitel ,Allgemeines
Marktumfeld*.

Das wirtschaftliche Umfeld wird durch zunehmende geopolitische
Spannungen, insbesondere zwischen den groen Handelsblo-
cken, stark beeinflusst. Fir 2019 zeigten sich bereits erste Ten-
denzen einer Verlangsamung des Wirtschaftswachstums. Entwick-
lungen wie ein moglicher ungeordneter Brexit und das politisch
aufgeladene Thema der Migration stellen zusatzliche Unsicher-
heitsfaktoren fur die Wirtschaft dar.

Der weltweite Fasermarkt bleibt aufgrund der stark ansteigenden
Faserkapazitaten im asiatischen Markt vor allem im Standard-
faserbereich unter Druck. Die Lenzing Gruppe rechnet deshalb fur
das Geschaftsjahr 2019 mit einem anhaltend hohen Preisdruck bei
Standardfasern. Die sCore TEN Strategie zielt darauf ab, die
Auswirkungen dieser Entwicklung zu mindern.

Die Versorgung mit Zellstoff gilt fur 2019 durch den kontinuier-
lichen Ausbau der bestehenden Zellstoffkapazitaten der
Lenzing Gruppe sowie die ausreichende Verfigbarkeit am Welt-
markt als gesichert. Die Lenzing Gruppe erweitert die Zellstoff-
mengen an den Standorten Lenzing und Paskov und arbeitet an
den technischen Planungen fur den Bau einer neuen Anlage in
Brasilien mit einer jahrlichen Zellstoff-Kapazitat von 450.000
Tonnen.

Rohstoffpreise fir Chemikalien, insbesondere fir Natronlauge
und Kohlenstoffdisulfid, waren in den vergangenen Monaten
weltweit auf hohem Niveau.

Auf der Wahrungsseite legte der US-Dollar im Vergleich zum
Vorjahr um 6 Prozent gegentiber dem Euro zu. Der Chinesische
Yuan blieb weitgehend stabil. Eine Abwertung beider Wahrungen
wirde sich nachteilig auf das offene Wahrungsvolumen der
Lenzing Gruppe auswirken. Das Liquiditatsrisiko kann fur 2019
aufgrund der sehr stabilen Finanzstruktur als gering eingestuft
werden.

In der Kategorie der betrieblichen Risiken sowie der Umwelt- und
Haftungsrisiken, die jeweils ein hohes Schadenspotenzial beinhal-
ten, gab es 2018 keine wesentlichen Schadensfalle.

Die Lenzing Gruppe erweiterte mit dem Ausbau der Lyocellkapa-
zitaten in Heiligenkreuz ihre Produktionsmengen im Jahr 2018.
Der vortbergehende Stopp des Ausbaus von Lyocellkapazitaten
in Mobile erhohte das Risikoprofil absatzseitig fur die kommenden
Jahre. Die Lenzing Gruppe richtet ihren Fokus nun auf den Bau
einer Anlage fur Lyocellfasern in Thailand.

Risikomanagement

Der Hauptzweck des Risikomanagements der Lenzing Gruppe
besteht in der Sicherung und Starkung des Unternehmens durch
eine richtige und transparente Einschatzung der finanziellen,
operativen und strategischen Risiken. Der Vorstand der
Lenzing Gruppe lbernimmt dabei gemeinsam mit den Leitern der
ihm jeweils zugeordneten Einheiten umfangreiche Steuerungs-
und Controlling-Aufgaben im Rahmen eines internen, alle Stand-
orte umfassenden, integrierten Kontrollsystems. Das rechtzeitige
Erkennen, Evaluieren und Reagieren auf strategische und operati-
ve Risiken ist ein wesentlicher Bestandteil der Fuhrungstatigkeit
dieser Einheiten und leistet einen wesentlichen Wertbeitrag fur
das Unternehmen. Grundlagen dafiir sind ein einheitliches und
konzernweites, auf Monatsbasis aufgebautes Berichtswesen und
eine laufende Uberwachung der operativen und strategischen
Plane.

Lenzing hat ein unternehmensweites Risikomanagement-System,
welches die zentrale Koordination und Uberwachung des Risiko-
management-Prozesses fur den gesamten Konzern durchfihrt. Es
erfasst und bewertet gemeinsam mit den operativen Einheiten die
wesentlichen Risiken und kommuniziert diese direkt dem Vor-
stand und dem Management. Eine praventive Analyse von poten-
ziellen oder Beinahe-Ereignissen ist ebenso Ziel des Risikomana-
gements. Zusétzlich ist es auch Aufgabe des Risikomanagements,
Risiken aktiv zu steuern und entsprechende MaRnahmen mit den
betroffenen Unternehmensbereichen zu evaluieren.

Risikomanagement-Strategie

Lenzing verfolgt bei ihrer Risikomanagement-Strategie einen
mehrstufigen Ansatz:

Risikoanalyse (nach COSO®' Framework)

Das zentrale Risikomanagement fuhrt halbjahrliche Risiko-
Assessments in samtlichen Produktionsstandorten und funktiona-
len Einheiten durch. Die wesentlichen Risiken werden gemal den
internationalen COSO®-Standards erfasst und bewertet. Es wer-
den nur Risiken auBerhalb der Konzern-Bilanz und der Konzern-
GuV dargestellt. Dabei wird die finanzielle Auswirkung eines
moglichen Schadens auf das Konzern-EBITDA oder auf die liqui-
den Mittel bertcksichtigt. Die Risiken werden gegen den
EBITDA-Plan simuliert und die Bandbreite der moglichen Abwei-
chungen zum jeweiligen Budget ermittelt. Lenzing bedient sich
dazu einer Simulationssoftware, die auch weitere KPIs wie den
Value at Risk (Wert im Risiko), einen risikoadjustierten ROCE und
eine Sensitivitatsanalyse errechnet.

" Committee of Sponsoring Organizations of the Treadway Commission
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Risikomitigation

Es wird versucht, je nach Auswirkung auf das Unternehmen,
Risiken durch entsprechende MaRBnahmen zu minimieren, zu
vermeiden oder auch in bestimmten Féallen bewusst einzugehen.

Verantwortlichkeit

Die Zuordnung der Risiken erfolgt aufgrund der bestehenden
Organisationsmatrix. Jedes Risiko ist einem Risikoverantwortli-
chen zugewiesen.

Risikoliberwachung/-kontrolle

Im Berichtsjahr wurde die Funktionsfahigkeit des Risikomanage-
ment-Systems der Lenzing Gruppe von KPMG Austria GmbH
gemaR Regel 83 OCGK im Rahmen einer sonstigen Prifung
auditiert und bestatigt.

Berichterstattung

Die Hauptrisiken werden in einem Bericht ausfihrlich dargestellt
und mit dem Vorstand als auch dem Prifungsausschuss bespro-
chen.

Marktumfeldrisiken

Marktrisiko

Als weltweit agierendes Unternehmen ist die Lenzing Gruppe
einer Vielzahl von makrotkonomischen Risiken ausgesetzt. Die
Preis- und Mengenentwicklung ist bei Fasern fir Textilien und in
geringerem MaRe auch bei Fasern fur Vliesstoffe zyklisch, da sie
von globalen und regionalen Konjunkturlagen abhéngig ist. Auf
vielen Teilmarkten konkurrieren Lenzing Fasern mit Baumwolle
und synthetischen Fasern. Deren Preisentwicklung beeinflusst
somit auch die Entwicklung der Umsatze und Verkaufsmengen
von Lenzing Fasern.

Diesem Risiko wirkt die Lenzing Gruppe durch einen sténdig
steigenden Spezialitatenanteil im globalen Produktportfolio sowie
einer konsequenten Nachhaltigkeits- und Innovationsstrategie
entgegen. Ziel ist, bis 2020 den Anteil der Spezialfasern auf
50 Prozent zu erhdhen sowie die Rolle als fuhrendes Unterneh-
men hinsichtlich Nachhaltigkeit im Faserbereich weiter auszubau-
en. Hohe Qualitatsstandards in Verbindung mit dem Angebot von
Mehrwertdiensten im Standardbereich zielen ebenfalls auf die
Sicherung der Marktfuihrerschaft von Lenzing ab.

Die Lenzing Gruppe setzt auf eine starke internationale Marktpréa-
senz, speziell in Asien, in Verbindung mit einem erstklassigen,
regionalen Betreuungsnetzwerk fir die Kunden sowie einer hohen
kundenorientierten Produktdiversifikation. Ein neues Innovations-
zentrum wurde im Berichtsjahr in Indonesien eréffnet.

Absatzrisiko

Die Lenzing Gruppe erzielt etwa die Halfte des Faserumsatzes
mit einer vergleichsweise kleinen Anzahl an GroRkunden. Abnah-
meausfélle bei dieser Kundengruppe oder der génzliche Verlust
eines oder mehrerer Grof3kunden, ohne zeitgleich Ersatz zu fin-
den, stellen gewisse Risiken dar, denen das Unternehmen durch
seine globale Prasenz und die laufende Erweiterung des Kunden-
spektrums bzw. der Absatzsegmente entgegenwirkt. Der mogli-
che Ausfall von Kundenforderungen wird durch ein strenges
Forderungsmanagement und den Einsatz einer weltweiten Kre-
ditversicherung abgedeckt.
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Innovationsrisiko und Wettbewerbsrisiko

Die Lenzing Gruppe ist dem Risiko ausgesetzt, ihre Position auf
dem Fasermarkt durch steigenden Wettbewerb oder neue Tech-
nologien von Mitbewerbern zu verlieren. Der Verlust der Markt-
position konnte insbesondere eintreten, wenn die Lenzing Gruppe
nicht in der Lage ware, ihre Produkte zu wettbewerbsfahigen
Preisen anzubieten, Produkte nicht den Vorgaben oder Qualitéts-
standards der Kunden entsprachen oder die Kundenbetreuung
hinter den Erwartungen zurlckbliebe. Diesem Risiko steuert
Lenzing durch eine fir die Branche uberdurchschnittliche For-
schungs- und Entwicklungstatigkeit, eine hohe Produktinnovati-
onsrate sowie durch standige Kostenoptimierungen entgegen.
Die Lenzing Gruppe sieht sich — ebenso wie andere Hersteller —
stets mit dem Risiko konfrontiert, dass annehmbare oder sogar
Uberlegene Alternativprodukte verfiigbar werden und zu gtnsti-
geren Preisen als holzbasierte Cellulosefasern erhéltlich werden
kdnnten.

Gesetze und Verordnungen

Die Lenzing Gruppe ist auf den weltweiten Méarkten mit unter-
schiedlichen Rechtssystemen und Verordnungen konfrontiert.
Eine Anderung von Gesetzen oder sonstigen Bestimmungen,
darunter fallen auch Importzélle, Umweltauflagen etc., sowie die
strengere Auslegung von Gesetzen kénnen zu erheblichen Mehr-
kosten oder Wettbewerbsnachteilen fuhren. Die Lenzing Gruppe
verfigt mit ,Legal Management, Intellectual Property und Com-
pliance® Uber einen eigenen Unternehmensbereich der entspre-
chende Beratungsleistungen und Risikoeinschatzungen durch-
fahrt.

Aufgrund der weitreichenden Auswirkungen der globalen Erwér-
mung auf die Gesellschaft und Okosysteme ist es moglich, dass
Regierungen oder andere Stakeholder mit einer Verscharfung der
Gesetze reagieren. Dies kdnnte zum Beispiel durch héhere CO.-
Zertifikatspreise oder neue Steuern auf CO.-Emissionen umge-
setzt werden. Eine lediglich regionale Implementierung solcher
Mafnahmen gesellschaftlichen  Erfolg der
Lenzing Gruppe negativ beeinflussen.

kénnte  den

Markenrisiken

Es besteht das Risiko von fehlendem oder unvollsténdigem
Schutz von geistigem Eigentum und Marken fir Produkte von
Lenzing. Die Lenzing Gruppe steuert diese Risiken mittels eigener
Abteilungen fir den Schutz von Marken und geistigem Eigentum.
Dariber hinaus wird diesem Risiko mit einer neuen Markenstrate-
gie und integrierten Prozessen Rechnung getragen.

Klimawandel und Verschmutzung der Meere

In der Bevolkerung wie in der gesamten Faserbranche wachst das
Bewusstsein fur Probleme durch den Klimawandel wie dem stei-
genden Meeresspiegel sowie der zunehmenden Héaufigkeit und
Schwere von Naturkatastrophen. Ein ebenso zunehmendes glo-
bales Risiko stellt die Verschmutzung der Weltmeere durch Plas-
tikmall und Mikroplastik dar.



Die Lenzing Gruppe hat die weitreichenden Auswirkungen des
Klimawandels auf die Gesellschaft und die Okosysteme erkannt
und bietet mit ihren innnovativen und biologisch abbaubaren
Produkten eine nachhaltige Alternative. Lenzing arbeitet standig
an der Festlegung klarer Nachhaltigkeitsziele und sucht kontinu-
ierlich nach Moglichkeiten zur Erhohung ihrer Energieeffizienz
sowie nach Gelegenheiten zur Nutzung von erneuerbaren Ener-
giequellen oder solchen mit geringeren CO»-Emissionen.

Operative Risiken

Beschaffungsrisiko (inkl. Zellstoffversorgung)
Zur Herstellung von Cellulosefasern muss die Lenzing Gruppe
groBe Mengen an Rohstoffen (Holz, Zellstoff, Chemikalien) und
Energie zukaufen. Die Faserproduktion und deren Margen sind
Risiken der Verfligbarkeit und der Preisentwicklung dieser Roh-
stoffe unterworfen, die zum Nachteil der Lenzing Gruppe
schwanken kénnen. Diesen Risiken wirkt Lenzing durch eine
sorgfaltige Auswahl der Lieferanten nach den Kriterien Preis,
Zuverlassigkeit und Qualitat, EcoVadis-basierte Nachhaltigkeits-
bewertungen, aber auch durch langjahrig ausgerichtete, stabile
Lieferanten-Kunden-Beziehungen mit teilweise mehrjahrigen
Abnahmevertragen entgegen. Alle Zulieferer sind auBerdem ver-
pflichtet, den Globalen Lieferanten-Verhaltenskodex von Lenzing
einzuhalten. Dennoch besteht das Risiko von Versté3en mit nega-
tiven Auswirkungen auf die Lenzing Gruppe und ihre Stakeholder
entlang der Wertschopfungskette. Lieferkettenrisiken kdnnen sich
auch aus Stérungen ergeben, die durch Naturereignisse ausgelost
werden.

Lenzing ist mit einigen Rohstofflieferanten und Dienstleistungs-
partnern langfristige Vertragsbeziehungen eingegangen. Diese
verpflichten Lenzing dazu, festgesetzte Mengen an Rohstoffen zu
standardisierten Konditionen und mit moglichen Preisanpassungs-
klauseln abzunehmen. Daraus kann fur Lenzing resultieren, dass
Preise, Abnahmemengen oder andere Vertragsbedingungen nicht
unmittelbar an die gednderten Marktbedingungen angepasst
werden kénnen.

Teil der sCore TEN Strategie ist, eine verstarkte Rickwartsinte-
gration durch den Ausbau der konzerneigenen Zellstoffproduktion
zu erzielen.

Betriebliche Risiken, Umweltrisiken und Risiken
im Zusammenhang mit dem Klimawandel

Zur Herstellung von holzbasierten Cellulosefasern bedarf es kom-
plexer chemischer und physikalischer Vorgédnge, die gewisse
Umweltrisiken bedingen. Durch proaktives und nachhaltiges
Umweltmanagement, geschlossene Produktionskreislaufe und
laufendes Monitoring der Emissionen werden diese Risiken dank
heutiger Produktionstechniken sehr gut beherrscht. Lenzing ar-
beitet bestandig daran, Sicherheit und Umweltstandards durch
freiwillige Referenzen, wie das EU Ecolabel, zu erhohen. Da die
Lenzing Gruppe seit Jahrzehnten Produktionsstétten an mehreren
Orten nutzt, kénnen Risiken fur Umweltschaden aus friheren
Perioden nicht génzlich ausgeschlossen werden.

Obwohl die Lenzing Gruppe bei Bau, Betrieb und Erhaltung ihrer
Produktionsstandorte sehr hohe Standards im Bereich Technik
und Sicherheit anlegt, kann das Risiko von Betriebsstérungen und
-unfallen nicht ganzlich ausgeschlossen werden. Solche Stérun-
gen kdénnen auch von &uBeren Faktoren verursacht werden, die
sich dem Einflussbereich von Lenzing entziehen. Gegen Naturge-
fahren (Wirbelstiirme, Erdbeben, Uberflutungen etc.) ist keine
unmittelbare Absicherung moglich. Zudem besteht das Risiko von
Personen-, Sach- und Umweltschaden sowohl innerhalb als auch
auf3erhalb der Betriebstatten, welche zusétzlich zu betrachtlichen
Schadenersatzforderungen und strafrechtlicher Verantwortlichkeit
fihren kénnen.

Die Lenzing Gruppe hat ihre Produktionstatigkeit auf einige weni-
ge Betriebsstatten konzentriert. Jegliche Stoérung in einer dieser
Betriebsstatten beeinflusst den geschéftlichen Erfolg und die
Ziele der Lenzing Gruppe.

Produkthaftungsrisiko

Die Lenzing Gruppe vertreibt ihre Produkte und Leistungen welt-
weit. Dabei kann es zu Schéden beim Kunden oder entlang der
Lieferkette kommen, welche durch die Auslieferung eines man-
gelhaften Produktes von Lenzing oder einem Tochterunterneh-
men verursacht werden. Zudem kann die Produktsicherheit durch
Verschmutzung gefahrdet sein, die zu Problemen in der Wert-
schopfungskette wie mogliche gesundheitliche Folgen fur Be-
schéftigte oder Kunden fuhren kann. Lenzing unterliegt dabei
auch den geltenden lokalen Gesetzen der jeweiligen Lander, in
welche die Produkte geliefert werden und speziell in den USA als
sehr hoch eingeschatzt werden. Lenzing wirkt diesem Risiko
durch eine eigene Abteilung entgegen, die sich ausschlieflich mit
Verarbeitungsproblemen unserer Produkte beim Kunden bzw.
Reklamationen beschaftigt. Angemessene VorsichtsmaBnahmen
im Produktionsprozess sowie regelmafige Qualitdtskontrollen
sind implementiert. Drittschédden, welche durch Lenzing verur-
sacht werden, werden in einem globalen Haftpflichtprogramm
versichert.

Finanzrisiken

Fur eine deaillierte Risikobeschreibung der Finanzrisiken wird auf
den Konzernanhang, Note 34 bis 37, verwiesen.

Steuerrisiko

Die Produktionsstandorte der Lenzing Gruppe sind in den jeweili-
gen Landern lokalen Steuergesetzen unterworfen und mdissen
sowohl Ertragsteuern als auch andere Steuern bezahlen. Ande-
rungen in der Steuergesetzgebung bzw. unterschiedliche Ausle-
gungen der jeweils geltenden Bestimmungen koénnen zu nach-
traglichen Steuerbelastungen fihren.
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Compliance

Die standige Verschéarfung internationaler Verhaltensrichtlinien
und Gesetze erhoht fur Lenzing die Anforderungen zur Einhaltung
und Uberwachung dieser Bestimmungen. Unzureichende Kontrol-
len in den Geschaftsprozessen oder mangelnde Dokumentation
konnen zur Verletzung von geltenden Regeln fihren und die
Reputation sowie den wirtschaftlichen Erfolg durch Compliance-
VerstoRBe erheblich gefahrden. Lenzing begegnet diesem Risiko
unter anderem mit dem Aufbau einer Uberarbeiteten konzernwei-
ten Compliance-Organisation, einem gruppenweit glltigen Ver-
haltenskodex, einer ,Anti-Bribery und Corruption Directive® sowie
einer ,Antitrust Directive®. Fir weitere Informationen zum Thema
Compliance siehe ,Corporate Governance Bericht".

Personelle Risiken

Personalrisiken kodnnen sich aus der Fluktuation von Mitarbei-
ter/innen in Schlisselpositionen sowie bei der Rekrutierung von
neuen Mitarbeiter/innen an allen weltweiten Standorten ergeben.
Die Lenzing Gruppe hat eine global aufgestellte Personalabtei-
lung, die sich in Fragen der Personalplanung mit den jeweiligen
Standorten abstimmt und sémtliche Personalthemen zentral
steuert und kontrolliert. Dazu gehdéren unter anderem globale
Management- und Ausbildungsprogramme fur potenzielle Fuh-
rungskrafte, die von der Personalabteilung organisiert werden.

Mitarbeiter/innen der Lenzing Gruppe sowie Arbeiter und Ange-
stellte von Fremdfirmen sind in den Produktionsstatten einem
Verletzungsrisiko ~ ausgesetzt.  Das  Lenzing  Programm
,Heartbeat for Health & Safety” bertcksichtigt dieses Risiko und
enthalt einen strategischen Ansatz fur Gefahrenminderung, Vor-
sichtsmaf3nahmen und ausgiebige Schulungen. Fir mehr Informa-
tionen siehe Kapitel ,Sicherheit, Gesundheit und Umwelt®.

Risiken im Zusammenhang mit
GroRprojekten

Die Lenzing Gruppe erweitert laufend ihre Kapazitaten in zahlrei-
chen Projekten. Unter anderem kann hier die Planung eines neuen
Zellstoffwerkes in Brasilien als auch eines neuen Lyocellwerkes in
Thailand erwahnt werden. Derartige GroRprojekte bergen das
inharente Risiko einer Kosten- und Zeitiberschreitung in sich.
Lenzing wirkt diesen Risiken mit einer konsequenten Planung,
konsequentem Projektmanagement und laufenden Kostenkontrol-
len entgegen. Im Berichtsjahr wurde das Ausbauprojekt in Mobile
aufgrund der steigenden Wahrscheinlichkeit htherer Handelszolle
sowie einer moglichen Uberschreitung der Baukosten wegen des
boomenden US-Arbeitsmarktes vortibergehend gestoppt. Der
Fokus hinsichtlich Erweiterung der Lyocellkapazitdten wurde nun
auf das bereits angeflhrte Projekt in Thailand gerichtet.
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Risiken aus externer Sicht und
sonstiger Stakeholder

Als globales Unternehmen ist sich die Lenzing Gruppe ihrer ge-
sellschaftlichen Verantwortung bewusst. Die im Risikobericht
erwahnten Risiken beziehen sich hauptsachlich auf die Wirkung
gegentber den Vermogenswerten und Ergebnissen der Lenzing
Gruppe. Als einer der Nachhaltigkeitsfihrer der Branche strebt
die Lenzing Gruppe ein Gleichgewicht zwischen den Bedurfnis-
sen von Gesellschaft, Umwelt und Okonomie an. Diese Verant-
wortung Ubernimmt das Unternehmen insbesondere auch in
Bezug auf mogliche Auswirkungen der Betriebstatigkeit auf An-
rainer der Produktionsstandorte sowie gegenlber der gesamten
Gesellschaft. Aktive Stakeholder-Arbeit zur Minimierung der Risi-
ken (Partnerschaft fur systemischen Wandel) und zur Schaffung
von Zusatznutzen fur Mensch und Umwelt sind klare Ziele der
Innovations- und Geschaftstatigkeit der Lenzing Gruppe. Als
Beispiele kénnen hier gemeinsame Aktivitaten mit NGOs wie
Canopy genannt werden. Gemeinsam mit ihren Partnern arbeitet
die Lenzing Gruppe daran, die Risiken fur Stakeholder zu verste-
hen und Lésungen zur Minimierung der Risiken zu finden. Dies
erfolgt durch offene Kommunikation und Transparenz genauso
wie durch die standige Verbesserung der Technologien und nach-
haltigen Praktiken.



Bericht iiber wesentliche Merkmale des internen
Kontrollsystems (§ 243a Abs. 2 UGB)

Das Interne Kontrollsystem der Lenzing Gruppe regelt die Sicher-
stellung der Zuverléassigkeit der Finanzberichterstattung, die Ein-
haltung gesetzlicher und unternehmensinterner Richtlinien sowie
die Abbildung von Risiken auBerhalb der Konzern-Bilanz und
Konzern-GuV.

Die Aufbau- und Ablauforganisation der Lenzing Gruppe bilden
die wesentliche Basis fur das Kontrollumfeld und das Interne Kon-
trollsystem im Unternehmen. Im Bereich der Aufbauorganisation
bestehen eindeutige Kompetenz- und Verantwortungszuweisun-
gen auf den unterschiedlichen Fihrungs- und Hierarchieebenen
des Konzerns. Dies umfasst neben den &sterreichischen Stand-
orten alle internationalen Tochtergesellschaften. Der globalen
Prasenz der Lenzing Gruppe und damit der dezentralen Gesell-
schafts- und Standortstrukturen wird durch die Zentralisierung
von wesentlichen Unternehmensfunktionen in Corporate Centern
Rechnung getragen. Die Wahrnehmung und Steuerung der natio-
nalen Geschaftstatigkeiten obliegt dem jeweiligen Management.

Die Ablauforganisation des Unternehmens ist durch ein stark
ausgepragtes und umfangreiches Regelwerk gekennzeichnet.
Dies stellt eine angemessene Basis fiir ein starkes Kontrollumfeld
und Kontrollsystem dar. Die wesentlichen Bereiche im Hinblick
auf Freigaben und Kompetenzen fir den Gesamtkonzern regeln
die ,Lenzing Group Mandates® Die Uberwachung der Einhaltung
der Regelungen und Kontrollen liegt in der Verantwortung des
jeweils zustandigen Managements.

Finanzberichterstattung

Fur die Finanzberichterstattung, das rechnungslegungsbezogene
interne Kontrollsystem und fiir die Steuerthemen im Konzern ist
zentral der Bereich ,Global Accounting & Tax Management®
zustandig.

Ziel des rechnungslegungsbezogenen internen Kontrollsystems
ist es, die gesetzlichen Normen, die Grundsétze ordnungsgema-
Ber Buchfiihrung sowie die Rechnungslegungsvorschriften des
Osterreichischen  Unternehmensgesetzbuches (UGB) und  fur
Zwecke der Konzernrechnungslegung die Rechnungslegungsvor-
schriften der Internationalen Financial Reporting Standards (IFRS)
sowie die internen Richtlinien zur Rechnungslegung, insbesonde-
re das konzernweit glltige Bilanzierungshandbuch und den Ter-
minplan, einheitlich umzusetzen. Das rechnungslegungsbezogene
interne Kontrollsystem ist so konzipiert, dass eine zeitnahe, ein-
heitliche und korrekte Erfassung aller geschaftlichen Prozesse und
Transaktionen gewahrleistet ist und somit zuverlassige Daten und
Berichte Uber die Vermogens-, Finanz- und Ertragslage der
Lenzing Gruppe vorliegen.

Die in den Konzernabschluss einbezogenen Unternehmen erstel-
len auf Gesellschaftsebene zeitgerecht Abschlisse nach lokalem
Recht sowie nach IFRS und sind verantwortlich, dass die zentra-
len Regeln dezentral umgesetzt werden. Sie werden dabei von
,Global Accounting & Tax Management® unterstiitzt und tber-
wacht. Der Priifungsausschuss des Aufsichtsrates ist in das rech-
nungslegungsbezogene Kontrollsystem eingebunden. Daneben
gibt es auch noch die externe Jahresabschlusspriifung und einen
freiwilligen priferischen Review des Halbjahresberichtes.

Der Bereich ,Global Treasury, und insbesondere der Zahlungs-
verkehr, ist aufgrund des direkten Zugriffes auf Vermogenswerte
des Unternehmens, als besonders sensibel einzustufen. Dem
erhdhten Sicherheitsbedirfnis wird durch umfassende Regelun-
gen und Anweisungen im Bereich der einschlagigen Prozesse
entsprechend Rechnung getragen. Die Vorgaben sehen ein stren-
ges Vier-Augen-Prinzip in der Abwicklung von Transaktionen
sowie laufende Informationen vor.

Die Uberwachung der Anwendung und Einhaltung der Kontrollen
im operativen Betrieb obliegt der Abteilung ,Internal Audit®.

Einhaltung gesetzlicher und
unternehmensinterner Vorschriften

Das Rechtsmanagement der Lenzing Gruppe wird von der Abtei-
lung ,Legal, Intellectual Property & Compliance® wahrgenommen.
Diese zentrale Funktion ist fir Rechtsangelegenheiten der
Lenzing Gruppe zustandig und insbesondere mit allen Rechts-

angelegenheiten betraut, die keine Standardablaufe darstellen.

Die Abteilung ,Legal, Intellectual Property & Compliance” ist fur
das Compliance Management System (CMS) verantwortlich und
regelt mit dem Vorstand gruppenweit, wie gesetzliche und unter-
nehmensinterne Vorschriften einzuhalten sind, einschlieBlich der
Pravention von gesetzes- oder regelwidrigen Handlungen. Die
Abteilung untersteht direkt dem Vorstandsvorsitzenden der
Lenzing Gruppe. Im CMS werden Compliance-relevante Risiken
evaluiert, Normabweichungen analysiert und gegebenenfalls
MaBnahmen zur Verminderung getroffen. Des Weiteren erstellt
die Abteilung Compliance-relevante Richtlinien und schult Mitar-
beiter/innen weltweit. Dem Vorstand und Aufsichtsrat bzw. dem
Prifungsausschuss wird regelméaRig uber Compliance-MaR-
nahmen berichtet.

Die Lenzing Gruppe folgt den Vorschriften des Osterreichischen
Corporate Governance Kodex (OCGK) und erstellt im Rahmen
des Geschaftsberichtes einen entsprechenden offentlichen Cor-
porate Governance Bericht. Der Corporate Governance Bericht
bedarf der Mitwirkung des Aufsichtsrates, der die Erfullung der
darin vorgeschriebenen Verpflichtungen an den Prifungsaus-
schuss delegiert.

Annual Financial Report 2018 Lenzing Group 153



Die Abteilung ,Internal Audit” ist unabhangig von den Organisati-
onseinheiten und Geschaftsprozessen, untersteht und berichtet
direkt dem Finanzvorstand. Sie Uberprift, ob die eingesetzten
Ressourcen rechtmaBig, sparsam, wirtschaftlich und zweckmaBig
im Sinne einer nachhaltigen Entwicklung verwendet werden.
Dabei orientiert sich ,Internal Audit® an den internationalen Stan-
dards IIA (Institute of Internal Auditors). Eine regelmaRige Bericht-
erstattung an den Gesamtvorstand und den Prifungsausschuss
gewabhrleisten das Funktionieren des internen Kontrollsystems.

Abbildung von Risiken auRerhalb der
Bilanz und GuV

Die Abteilung ,Risikomanagement® bildet die Risken auferhalb
der Konzern-Bilanz und Konzern-GuV ab, indem ein halbjéhrlicher
Risikobericht erstellt wird. Die wesentlichen Risken des Risiko-
berichtes sind auch im Geschéftsbericht erwahnt. Beim Risiko-
bericht wird nach den international anerkannten Standards von
COSO® (Committee of Sponsoring Organisations of the Treadway
Commission) vorgegangen.
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Aktionarsstruktur & Angaben zum Kapital

Grundkapital und Aktionarsstruktur

Das Grundkapital der Lenzing AG betrug zum Bilanzstichtag
EUR 27.574.071,43 und ist eingeteilt in 26.550.000 Sttckaktien.
Die B&C Gruppe ist Mehrheitsaktionar mit einem Anteil der
Stimmrechte von 50 Prozent plus zwei Aktien. Die Oberbank halt
3,8 Prozent der Aktien. Der Streubesitz (Free Float) liegt bei
46,2 Prozent. Dieser verteilt sich auf 6sterreichische und interna-
tionale Investoren. Die Lenzing Gruppe halt keine eigenen Aktien.

Stellung der Aktionare

Jede Stickaktie gewéhrt dem Aktionar in der Hauptversammlung
der Lenzing AG eine Stimme. Die Beschlisse der Hauptversamm-
lungen werden, soweit nicht zwingende Vorschriften des Aktien-
gesetzes etwas Abweichendes bestimmen, mit einfacher Mehr-
heit der abgegebenen Stimmen und in Féllen, in denen Kapital-
mehrheit erforderlich ist, mit einfacher Mehrheit des bei der
Beschlussfassung vertretenen Grundkapitals gefasst.

Es gibt keine Aktien mit besonderen Kontrollrechten. Mit Haupt-
versammlungsbeschluss vom 12. April 2018 wurde der Vorstand
fur die Dauer von 30 Monaten vom Tag der Beschlussfassung an
gemal §65 Abs.1Z 8 und Abs. 1a und 1b AktG ermachtigt, mit
Zustimmung des Aufsichtsrates eigene Aktien der Gesellschaft zu
erwerben. Dabei durfen die von der Gesellschaft erworbenen
eigenen Aktien zehn Prozent des Grundkapitals der Gesellschaft
nicht Gberschreiten. Der beim Ruckerwerb zu leistende Gegen-
wert muss innerhalb einer Bandbreite von plus/minus 25 Prozent
zum gewichteten durchschnittlichen Borsenschlusskurs der letz-
ten 20 Borsetage vor Beginn des entsprechenden Ruckkaufpro-
grammes der Lenzing Aktie liegen.

Der Vorstand wurde weiters erméchtigt, erworbene eigene Aktien
ohne weiteren Hauptversammlungsbeschluss mit Zustimmung
des Aufsichtsrates einzuziehen (samt Ermachtigung des Auf-
sichtsrates der Gesellschaft, Anderungen der Satzung, die sich
durch die Einziehung der Aktien ergeben, zu beschlieRen) oder
wieder zu verduf3ern und die VerduBerungsbedingungen festzu-
setzen. Diese Ermachtigungen sollen ganz oder in mehreren
Teilbetragen und in Verfolgung eines oder mehrerer Zwecke
durch die Gesellschaft, durch ein Tochterunternehmen (§189a Z 7
UGB) oder fur Rechnung der Gesellschaft durch Dritte ausgeubt
werden kénnen.

Weiters wurde der Vorstand der Gesellschaft fir die Dauer von
finf Jahren vom Tag der Beschlussfassung an erméchtigt, fur die
VerduBerung eigener Aktien mit Zustimmung des Aufsichtsrates
eine andere gesetzlich zulassige Art der VerduBerung als tber die
Borse oder ein offentliches Angebot, auch unter Ausschluss des
Wiederkaufsrechts (Bezugsrechts) der Aktionare, zu beschlieBen
und die VerduRRerungsbedingungen festzusetzen.

Mit Hauptversammlungsbeschluss vom 12. April 2018 wurde der
Vorstand ermachtigt, mit Zustimmung des Aufsichtsrates das
Grundkapital innerhalb von finf Jahren ab Eintragung der Sat-
zungsanderung in das Firmenbuch das Grundkapital der Gesell-
schaft mit Zustimmung des Aufsichtsrates, allenfalls in mehreren
Tranchen, gegen Bar- und/oder Sacheinlage um bis zu
EUR 13.787.034,68 durch Ausgabe von bis zu 13.274.999 Stiick
neue auf Inhaber oder Namen lautende Stuckaktien zu erhohen
und den Ausgabekurs und die weiteren Ausgabebedingungen
festzulegen (genehmigtes Kapital). Dieses genehmigte Kapital
wurde im Firmenbuch am 23. Mai 2018 eingetragen.

Das gesetzliche Bezugsrecht kann den Aktionaren dabei in der
Weise eingeraumt werden, dass die Kapitalerhohung von einem
Kreditinstitut oder einem Konsortium von Kreditinstituten mit der
Verpflichtung Ubernommen wird, sie den Aktiondren entspre-
chend ihrem Bezugsrecht anzubieten (mittelbares Bezugsrecht).

Der Vorstand wurde weiters ermachtigt, mit Zustimmung des
Aufsichtsrates das Bezugsrecht der Aktionére bei einer Kapitaler-
héhung aus dem genehmigten Kapital ganz oder teilweise auszu-
schlieRen, (i) wenn die Kapitalerhdhung gegen Sacheinlagen zum
Zweck des Erwerbes von Unternehmen, Unternehmensteilen,
Betrieben, Betriebsteilen, Beteiligungen an Unternehmen oder
von sonstigen mit einem Akquisitionsvorhaben im Zusammen-
hang stehenden Vermégensgegenstanden erfolgt, (ii) zur Bedie-
nung einer Mehrzuteilungsoption (Greenshoe) oder (iii) fir den
Ausgleich von Spitzenbetréagen.

Dariiber hinaus wurde der Vorstand mit Hauptversammlungs-
beschluss vom 12. April 2018 erméchtigt mit Zustimmung des
Aufsichtsrates auch in mehreren Tranchen Wandelschuldver-
schreibungen, die das Bezugs- oder Umtauschrecht bzw. eine
Bezugs- oder Umtauschpflicht auf insgesamt bis zu 13.274.999
Aktien der Gesellschaft gewahren bzw. vorsehen, auszugeben.
Die Bedienung kann Uber das zu beschlieBende bedingte Kapital
und/oder Uber eigene Aktien erfolgen. Ausgabebetrag und
Ausgabebedingungen sind vom Vorstand mit Zustimmung des
Aufsichtsrates festzusetzen, wobei der Ausgabebetrag und das
Umtauschverhéltnis nach Mal3gabe anerkannter finanzmathemati-
scher Methoden sowie des Kurses der Aktien der Gesellschaft in
einem anerkannten Preisfindungsverfahren zu ermitteln sind.
Diese Ermachtigung gilt bis zum 12. April 2023.

Das gesetzliche Bezugsrecht kann den Aktionaren dabei in der
Weise eingeraumt werden, dass die Kapitalerhohung von einem
Kreditinstitut oder einem Konsortium von Kreditinstituten mit der
Verpflichtung Gbernommen wird, sie den Aktionédren entspre-
chend ihrem Bezugsrecht anzubieten (mittelbares Bezugsrecht).
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Der Vorstand wurde ermachtigt, mit Zustimmung des Aufsichtsra-
tes das Bezugsrecht der Aktionére bei der Ausgabe von Wandel-
schuldverschreibungen ganz oder teilweise auszuschlieRBen, (i)
wenn die Ausgabe von Wandelschuldverschreibungen gegen
Sacheinlagen zum Zweck des Erwerbes von Unternehmen, Un-
ternehmensteilen, Betrieben, Betriebsteilen, Beteiligungen an
Unternehmen oder von sonstigen mit einem Akquisitionsvorhaben
im Zusammenhang stehenden Vermogensgegenstéanden erfolgt
oder (i) fur den Ausgleich von Spitzenbetrégen, die sich aufgrund
des Bezugsverhéltnisses ergeben.

Der Vorstand wurde dartber hinaus ermachtigt, mit Zustimmung
des Aufsichtsrates das Bezugsrecht auf Wandelschuldverschrei-
bungen ganz oder teilweise auszuschlieBen, sofern der Vorstand
nach pflichtgeméaRer Prifung zu der Auffassung gelangt, dass der
Ausgabebetrag der Wandelschuldverschreibungen zum Zeitpunkt
der endgultigen Festlegung des Ausgabebetrages ihren nach
anerkannten, insbesondere finanzmathematischen Methoden
ermittelten hypothetischen Marktwert nicht unterschreitet und
der Wandlungspreis bzw. der Bezugspreis (Ausgabebetrag) der
Bezugsaktien, jeweils nach MaRgabe anerkannter finanzmathe-
matischer Methoden sowie des Kurses der Stammaktien der
Gesellschaft in einem anerkannten Preisfindungsverfahren ermit-
telt wird und nicht unter dem Borsenkurs der Aktien der Gesell-
schaft wahrend der letzten 20 Handelstage vor dem Tag der
Ankindigung der Begebung der Wandelschuldverschreibungen
liegt.

Der Vorstand hat von den bestehenden Ermachtigungen in der
Berichtsperiode keinen Gebrauch gemacht.

Ausfihrliche Informationen Uber die Hauptversammlung, Be-
schlussvorschlage und Abstimmungsergebnisse sind auf der
Internetseite der Lenzing AG abrufbar:
https:/www.lenzing.com/investoren/hauptversammlung/2018/

Die 75. Ordentliche Hauptversammlung findet am 17. April 2019
im Kulturzentrum Lenzing, 4860 Lenzing, statt.

Weitere Offenlegung gemaR
§ 243a UGB

Es existieren keine sich nicht unmittelbar aus dem Gesetz erge-
benden Bestimmungen Uber die Ernennung und Abberufung der
Mitglieder des Vorstandes und des Aufsichtsrates. Die Gesell-
schaft ist keine bedeutenden Vereinbarungen eingegangen, die
bei einem Kontrollwechsel der Gesellschaft infolge eines Uber-
nahmeangebots wirksam, sich dndern oder enden wirden. Es
existieren keine Entschadigungsvereinbarungen zwischen der
Gesellschaft und Mitgliedern des Vorstandes und des Aufsichts-
rates oder Arbeitnehmern im Falle eines 6ffentlichen Ubernahme-
angebots.
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Ausblick

Der Internationale Wahrungsfonds rechnet fir 2019 mit einer
Abschwachung des weltweiten Wirtschaftswachstums —auf
3,5 Prozent. Hauptursachen dafir sind die Zunahme an protektio-
nistischen Tendenzen und wachsende geopolitische Spannungen.
Das Wechselkursumfeld bleibt in den fur Lenzing wichtigen Regi-
onen volatil.

Die Nachfrage auf den globalen Fasermarkten ist nach wie vor
positiv. Die Lagermengen fir Baumwolle werden nach vorlaufigen
Berechnungen fiur 2019 wiederum leicht sinken. Der Polyester-
markt erholte sich in den vergangenen Monaten vom schwache-
ren Wachstum zu Beginn des Berichtsjahres. Das Preisniveau fur
Baumwolle und Polyester wird als stabil eingeschatzt.

Die Kapazitatserweiterungen bei der Standardviscose werden auf
einem &hnlichen Niveau wie im Geschaftsjahr 2018 erwartet. Dies
fihrt trotz guter Nachfrage zu einer Zunahme des Uberangebo-
tes, wodurch sich der Druck auf die Preise weiter erhohen wird.
Fur ihr Spezialfasergeschaft geht die Lenzing Gruppe von einer
Fortsetzung der positiven Entwicklung aus.

Die Preise fur Natronlauge in Asien haben in den vergangenen
Monaten bereits deutlich nachgegeben. In Europa ist diese Ent-
wicklung allerdings noch nicht sichtbar. In Summe erwartet
Lenzing bei den Schlisselrohstoffen keine nennenswerten, er-
gebnisrelevanten Veranderungen.

Trotz des deutlich angespannteren Marktumfeldes bei der Stan-
dardviscose geht die Lenzing Gruppe auf Basis aktueller Wah-
rungsverhaltnisse davon aus, das das Ergebnis fur 2019 in etwa
auf dem Niveau von 2018 liegen wird.

Die Lenzing Gruppe sieht sich angesichts dieser Entwicklungen in
der gewahlten Unternehmensstrategie sCore TEN bestatigt.
Lenzing ist in diesem Marktumfeld sehr gut positioniert und wird
die Umsetzung der Strategie mit dem fokussierten Wachstum im
Bereich der Spezialfasern weiterhin konsequent vorantreiben.

Lenzing, am 5. Marz 2019
Lenzing Aktiengesellschaft

Der Vorstand

Dr. Stefan Doboczky, MBA Robert van de Kerkhof, MBA
Chief Executive Officer Chief Commercial Officer
Vorstandsvorsitzender Mitglied des Vorstandes

Mag. Thomas Obendrauf, MBA Dr. Heiko Arnold

Chief Financial Officer
Mitglied des Vorstandes

Chief Technology Officer
Mitglied des Vorstandes
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Beilage: Erlauterungen zu Finanzkennzahlen der

Lenzing Gruppe
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Nachfolgend werden zentrale Finanzkennzahlen der Lenzing
Gruppe néher erlautert. Sie sind weitgehend aus dem Konzernab-
schluss der Lenzing Gruppe nach IFRS abgeleitet. Die Werte
dieser Kennzahlen sind insbesondere in den Abschnitten ,Ausge-
wihlte Kennzahlen der Lenzing Gruppe“ und ,Fiinf-Jahres-Uber-
sicht der Lenzing Gruppe® im Geschaftsbericht ersichtlich. Die
Definitionen dieser Finanzkennzahlen sind im Glossar im Ge-
schéftsbericht zusammengefasst. Der Vorstand ist der Meinung,
dass diese Finanzkennzahlen nutzliche Informationen tber die
wirtschaftliche Lage der Lenzing Gruppe vermitteln, da sie unter-
nehmensintern verwendet werden und meist auch einen hohen
Stellenwert bei externen Adressaten aufweisen (insbesondere bei
Investor/innen, Banken und Analyst/innen).

EBITDA, EBITDA-Marge, EBIT und
EBIT-Marge

Das EBITDA und das EBIT werden in der Lenzing Gruppe als
MaRstébe fir die operative Ertragskraft und Profitabilitat (Perfor-
mance) vor Abschreibungen und nach Abschreibungen verwen-
det. Auf Grund ihrer Bedeutung — auch fiir die externen Adressa-
ten — werden diese Kennzahlen in der Konzern-Gewinn- und
Verlustrechnung und zum Vergleich der Margen im Verhaltnis zu
den Konzern-Umsatzerlésen (als EBITDA-Marge bzw. EBIT-
Marge bezeichnet) dargestellt.

EUR Mio. 2018 2017 2016 2015 2014

Betriebsergebnis vor

2 502,5 42 290,1 24
Abschreibungen (EBITDA) SE2 ’ 5,8 ’ 98

/ Umsatzerlose 2.176,0 2.259,41 2.134,1 1.976,8 1.864,2
EBITDA-Marge 17,6% 22,2% 20,1% 14,7% 12,9%
EUR Mio. 2018 2017 2016 2015 2014
Betriebsergebnis (EBIT) 237,6 371,0 296,3 151,1 21,9

/ Umsatzerlose 2.176,0 2.259,4 1 2.134,1 1.976,8 1.864,2
EBIT-Marge 10,9% 16,4%| 13,9% 7,6%  1,2%
EBT

Das EBT wird in der Lenzing Gruppe als MaR3stab fur die Ertrags-
kraft vor Steuern verwendet. Es ist in der Konzern-Gewinn- und
Verlustrechnung dargestellt.

Brutto-Cashflow

Der Brutto-Cashflow wird in der Lenzing Gruppe als Maf3stab fur
die Fahigkeit, Gewinne/Verluste aus der operativen Geschéfts-
tatigkeit (vor Verdnderung des Working Capital) in Zahlungsmittel
und Zahlungsmittelaquivalente umzuwandeln, verwendet. Er wird
in der Konzern-Kapitalflussrechnung dargestellt.



Free Cashflow

Der Free Cashflow wird in der Lenzing Gruppe als Maf3stab fur
den zur Bedienung von Fremd- und Eigenkapitalgebern frei ver-
fugbaren, aus der operativen Geschaftstatigkeit erwirtschafteten
Cashflow — nach Abzug von Investitionen — verwendet. Er ist
zudem wichtig fur externe Adressaten.

EUR Mio. 2017

Cashflow aus der Betriebstatigkeit 271,1

Cashflow aus der

. . -218,6
Investitionstatigkeit

Netto-Zufluss aus der
VerauRBerung und dem

- Abgang von Tochterunter-
nehmen und sonstigen
Unternehmenseinheiten

Erwerb von finanziellen
Vermogenswerten und

+ Beteiligungen, die nach der
Equity-Methode bilanziert
werden

Erlése aus der VerauRRerung/
- Tilgung von finanziellen
Vermogenswerten

-23.,4

Free Cashflow

32,6

CAPEX

Der CAPEX wird in der Lenzing Gruppe als Mal3stab fur die Hohe
von Investitionen in immaterielle Anlagen und Sachanlagen ver-
wendet. Er wird in der Konzern-Kapitalflussrechnung dargestellt.

Liquiditatsbestand

Der Liquiditatsbestand wird in der Lenzing Gruppe als Maf3stab
fur die Fahigkeit, féllige Zahlungsverpflichtungen durch sofort
verfiigbare Liquiditat zu begleichen, verwendet. Er ist auch zur
Ermittlung weiterer Finanzkennzahlen notwendig (Nettofinanzver-
schuldung etc.; siehe dazu weiter unten).

EUR Mio. per 31.12. 2017

Zahlungsmittel und

Zahlungsmittelaquivalente 306,5

Liquide Wechsel (in den
+ Forderungen aus Lieferungen
und Leistungen)

Liquiditatsbestand

Trading Working Capital und Trading Working
Capital zu annualisierten Konzern-Umsatz-
erlésen

Das Trading Working Capital wird in der Lenzing Gruppe als
MaBstab fur die potenzielle Liquiditdt und die Kapitaleffizienz
verwendet. Es wird zum Vergleich des Kapitalumschlags in Ver-
haltnis zu den Konzern-Umsatzerldsen gesetzt.

340,1 338,5

EUR Mio. per 31.12.

Vorrate

Forderungen aus Lieferungen
und Leistungen

Verbindlichkeiten aus
Lieferungen und Leistungen

Trading Working Capital

EUR Mio.

Zuletzt im Ist verfligbare Quartals-
Konzern-Umsatzerlése (= jeweils
4. Quartal)

x 4 (= annualisierte Konzern-
Umsatzerlése)

Trading Working Capital zu
annualisierten Konzern-
Umsatzerlésen

Bereinigtes Eigenkapital und bereinigte
Eigenkapitalquote

Das bereinigte Eigenkapital wird in der Lenzing Gruppe als Mal3-
stab fur die Unabhéngigkeit gegentiber Fremdkapitalgebern und
die Fahigkeit neues Kapital aufzunehmen verwendet (Finanzkraft).
Es enthélt neben dem Eigenkapital nach IFRS auch die Zuschisse
aus oOffentlichen Mitteln abzuglich anteiliger latenter Steuern. Es
wird zum Vergleich mit dem Eigen- und Fremdkapital in das Ver-
héltnis zur Bilanzsumme gesetzt. Diese Kennzahl (bzw. &hnliche
Kennzahlen) wird (werden) gelegentlich als Financial Covenant(s)
mit Fremdkapitalgebern vereinbart.

EUR Mio. per 31.12.

1.507,9 1.198,9

Eigenkapital

Langfristige Zuschusse aus
offentlichen Mitteln

Kurzfristige Zuschisse aus
offentlichen Mitteln

Anteilige latente Steuern auf
- Zuschusse aus 6ffentlichen
Mitteln

Bereinigtes Eigenkapital

/  Bilanzsumme

Bereinigte Eigenkapitalquote

1) Fehlerkorrektur geméaR IAS 8 (siehe Note 2 im Geschaftsbericht 2017).
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Nettofinanzverschuldung, Nettofinanz-
verschuldung/EBITDA, Net Gearing und
Nettoverschuldung

Die Nettofinanzverschuldung wird in der Lenzing Gruppe als
MaRstab fur die finanzielle Verschuldung und die Kapitalstruktur
verwendet. Sie ist zudem wichtig fur externe Adressaten. Diese
Kennzahl wird in das Verhéltnis zum EBITDA gesetzt und gibt
dadurch einen Anhaltspunkt, wieviele Perioden das gleiche EBIT-
DA erwirtschaftet werden musste, um die Nettofinanzverschul-
dung abzudecken. Das Verhéltnis zwischen Nettofinanzverschul-
dung und bereinigtem Eigenkapital (Net Gearing) veranschaulicht
das Verhaltnis von Netto-Fremdkapital zu bereinigtem Eigenkapi-
tal. Diese Kennzahl (bzw. ahnliche Kennzahlen) wird (werden)
gelegentlich als Financial Covenant(s) mit Fremdkapitalgebern
vereinbart. Die Nettoverschuldung wird in der Lenzing Gruppe als
MaBstab fir die finanzielle Verschuldung unter Berticksichtigung
von Rickstellungen fur Abfertigungen und Pensionen verwendet.

EUR Mio. per 31.12. 2017 2015

Kurzfristige

127
Finanzverbindlichkeiten /3

172,3

Langfristige

Finanzverbindlichkeiten 255,3

510,9

- Liquiditatsbestand -315,8 355,3

Nettofinanzverschuldung 66,8 327,9

Betriebsergebnis vor
Abschreibungen (EBITDA)

502,5 290,1

Nettofinanzverschuldung /
EBITDA

EUR Mio. per 31.12. 2017 2015*

Nettofinanzverschuldung 66,8

1.527,7

327,9

/ Bereinigtes Eigenkapital .218,6

Net Gearing 4,4% 26,9%

1) Fehlerkorrektur geméaR IAS 8 (siehe Note 2 im Geschaftsbericht 2017).

EUR Mio. per 31.12.

Nettofinanzverschuldung

Ruckstellungen fur
+ Abfertigungen und
Pensionen

Nettoverschuldung
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Kapitalrentabilitiat (ROE, ROl und ROCE)

Der ROCE (Ergebnis auf das eingesetzte Kapital) wird in der
Lenzing Gruppe als MaRstab fiir die Rendite (Verzinsung) auf das
im Geschaftsbetrieb eingesetzte Kapital (das Capital Employed)
verwendet. Er ist zudem wichtig fur externe Adressaten. Der ROE
(Eigenkapitalrentabilitdt) und der ROl (Gesamtkapitalrentabilitat)
sind Rentabilitatskennzahlen, die die Ertragskraft der Lenzing
Gruppe messen sollen.

EUR Mio.

371,0

151,1

Betriebsergebnis (EBIT)

Anteiliger laufender
- Ertragsteueraufwand
(auf das EBIT)

-79,2

-23,8

Betriebsergebnis (EBIT)
abziiglich anteiligem laufendem
Ertragsteueraufwand (NOPAT)

127,4

Durchschnittliches Capital

.5678,7
Employed !

ROCE (Ergebnis auf das

18,6% 8,1%
eingesetzte Kapital) ’ ’
Anteiliger laufender

-79,2 -23,8
Ertragsteueraufwand (auf das EBIT) ’ ’
Antaili -

nteiliger sonstiger laufender 2.5 3.4
Steueraufwand
Laufender Ertragsteueraufwand -76,7 -20,3

1) Fehlerkorrektur gemaf IAS 8 (siehe Note 2 im Geschaftsbericht 2017).



EUR Mio. per 31.12.

Bilanzsumme

2017 2015*

Verbindlichkeiten aus
Lieferungen und Leistungen

2.497,3 2.410,6

Langfristige kiindbare nicht
beherrschende Anteile

-218,4 -150,0

Langfristige sonstige
Verbindlichkeiten

-18,0

Kurzfristige sonstige
Verbindlichkeiten

-3,8

Verbindlichkeiten fir
laufende Steuern

-38,5

Steuerabgrenzung (passive
latente Steuern)

-21,6

Anteilige latente Steuern auf
- Zuschusse aus 6ffentlichen
Mitteln

-52,7

- Kurzfristige Rickstellungen

- Langfristige Rickstellungen

-95,7

Ruckstellungen fur
Abfertigungen und Pensionen

-131,7

Zahlungsmittel und
Zahlungsmittelaquivalente

105,4

Beteiligungen, die nach der
- Equity-Methode bilanziert
werden

-306,5

- Finanzanlagen

Stand 31.12.

-25,6

Stand 01.01.

-22,8

1.664,4

1.602,7

Durchschnittliches Capital
Employed

1.479,2 1.554,7

1.571,8 1.578,7

1) Fehlerkorrektur gemaf IAS 8 (siehe Note 2 im Geschaftsbericht 2017).

EUR Mio. per 31.12.

Bereinigtes Eigenkapital 31.12.

2017 2015

Bereinigtes Eigenkapital 01.01.

1.527,7

1.218,6

Durchschnittliches bereinigtes
Eigenkapital

1.390,5

1.054,9

1.459,1 1.136,8

1) Fehlerkorrektur gemaR IAS 8 (siehe Note 2 im Geschaftsbericht 2017).

EUR Mio.

Ergebnis vor Steuern (EBT)

Durchschnittliches
bereinigtes Eigenkapital

ROE (Eigenkapitalrentabilitit)

EUR Mio. per 31.12.

Bilanzsumme 31.12.

Bilanzsumme 01.01.

Durchschnittliche Bilanzsumme

EUR Mio.
Betriebsergebnis (EBIT)

Durchschnittliche
Bilanzsumme

ROI (Gesamtkapitalrentabilitét)

1) Fehlerkorrektur geméaR IAS 8 (siehe Note 2 im Geschéftsbericht 2017).
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Lenzing AG

Bilanz

zum 31. Dezember 2018

Aktiva

A. Anlagevermégen

31.12.2017

I. Immaterielle Vermégensgegenstande

TEUR

TEUR

1. Rechte

2. Firmenwert

3.817,8

448,8

4.266,6

II. Sachanlagen

1. Grundstuicke, grundstticksgleiche Rechte und Bauten,

einschliellich der Bauten auf fremdem Grund

2. Technische Anlagen und Maschinen

138.887,3

3. Andere Anlagen, Betriebs- und Geschéaftsausstattung

357.446,9

19.789,6

4. Anlagen in Bau

73.090,7

5. Geleistete Anzahlungen

9.638,1

598.852,7

Ill. Finanzanlagen

1. Anteile an verbundenen Unternehmen

2. Ausleihungen an verbundene Unternehmen

281.995,8

3. Beteiligungen

46.239,1

4. Wertpapiere (Wertrechte) des Anlagevermdgens

5.593,9

18.099,1

5. Sonstige Ausleihungen

16.457,4

368.385,4

971.504,7

B. Umlaufvermégen

I. Vorrate

1. Roh-, Hilfs- und Betriebsstoffe

2. Unfertige Erzeugnisse

41.502,9

3. Fertige Erzeugnisse und Waren

595,9

42.136,4

4. Noch nicht abrechenbare Leistungen

5. Geleistete Anzahlungen

166,6

82,3

84.484,2

. Forderungen und sonstige Vermogensgegenstande

1. Forderungen aus Lieferungen und Leistungen

83.445,1

davon mit einer Restlaufzeit von mehr als einem Jahr

0,0

2. Forderungen gegentber verbundenen Unternehmen

davon mit einer Restlaufzeit von mehr als einem Jahr

74.031,6

3. Forderungen gegentber Unternehmen, mit denen

ein Beteiligungsverhaltnis besteht

0,0

4.586,0

davon mit einer Restlaufzeit von mehr als einem Jahr

0,0

4. Sonstige Forderungen und Vermdégensgegenstande

56.040,7

davon mit einer Restlaufzeit von mehr als einem Jahr

5,0

. Kassenbestand, Guthaben bei Kreditinstituten

5,0

218.103,4

29.824,6

332.412,2

C. Rechnungsabgrenzungsposten

D. Aktive latente Steuern

3.575,5
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Passiva 31.12.2017
A. Eigenkapital TEUR TEUR
|. Eingefordertes, einbezahltes und gezeichnetes Grundkapital 27.574,1
II. Kapitalrticklagen
1. Gebundene 138.642,8
2. Nicht gebundene 7,0
I1l. Gewinnriicklagen
1. Freie Ricklagen 470.808,7
I(\3/1532|I32noz13e_|v_vl|5rl1jchci)a\O/)on Gewinnvortrag EUR 0,00 132.750.0
769.782,6
B. Zuschiisse der 6ffentlichen Hand 13.140,5
C. Riickstellungen
1. Ruckstellungen fur Abfertigungen 58.384,2
2. Ruckstellungen fir Pensionen 26.078,0
3. Steuerrlckstellungen 2.018,8
4. Sonstige Ruckstellungen 85.109,3
171.590,2
D. Verbindlichkeiten
1. Verbindlichkeiten aus Schuldscheindarlehen 197.000,0
davon mit einer Restlaufzeit von bis zu einem Jahr 29.000,0
davon mit einer Restlaufzeit von mehr als einem Jahr 168.000,0
2. Verbindlichkeiten gegentber Kreditinstituten 8.916,7
davon mit einer Restlaufzeit von bis zu einem Jahr 2.863,1
davon mit einer Restlaufzeit von mehr als einem Jahr 6.053,7
3. Sonstige zinstragende Verbindlichkeiten 33.187,6
davon mit einer Restlaufzeit von bis zu einem Jahr 5.995,2
davon mit einer Restlaufzeit von mehr als einem Jahr 27.192,4
4. Erhaltene Anzahlungen auf Bestellungen 1.478,3
davon mit einer Restlaufzeit von bis zu einem Jahr 1.478,3
5. Verbindlichkeiten aus Lieferungen und Leistungen 43.123,0
davon mit einer Restlaufzeit von bis zu einem Jahr 43.123,0
6. Verbindlichkeiten gegentiber verbundenen Unternehmen 68.262,4
davon mit einer Restlaufzeit von bis zu einem Jahr 16.228,0
davon mit einer Restlaufzeit von mehr als einem Jahr 52.034,4
7. Sonstige Verbindlichkeiten 16.859,5
davon mit einer Restlaufzeit von bis zu einem Jahr 14.019,7
davon mit einer Restlaufzeit von mehr als einem Jahr 2.839,8
davon aus Steuern EUR 415.439,00 (31.12.2017: TEUR 475,7)
davon im Rahmen der sozialen Sicherheit
EUR 4.559.185,30 (31.12.2017: TEUR 4.712,8)
368.827,6
davon mit einer Restlaufzeit von bis zu einem Jahr 112.707,4
davon mit einer Restlaufzeit von mehr als einem Jahr 256.120,2
E. Rechnungsabgrenzungsposten 259,2
1.323.600,1
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Lenzing AG

Gewinn- und Verlustrechnung

fir den Zeitraum 01. Janner 2018 bis 31. Dezember 2018

2017

1. Umsatzerlose

TEUR

2. Veranderung des Bestandes an fertigen und unfertigen Erzeugnissen

1.009.859,8

3. Andere aktivierte Eigenleistungen

6.990,2

4. Sonstige betriebliche Ertrage:

15.688,9

a) Ertrage aus dem Abgang vom und der Zuschreibung zum Anlagevermégen
mit Ausnahme der Finanzanlagen

b) Ertrage aus der Auflésung von Riickstellungen

5,7

c) Ubrige

4.404,5

8.674,4

5. Aufwendungen fir Material und sonstige bezogene Herstellungsleistungen

a) Materialaufwand

13.084,5

b) Aufwendungen fiir bezogene Leistungen

—401.027,8

-57.789,7

6. Personalaufwand:

-458.817,5

a) Léhne

—77.538,7

b) Gehélter

-98.114.,4

c) soziale Aufwendungen

-48.601,8

aa) davon Aufwendungen fir Altersversorgung EUR —2.330.392,42 (2017: TEUR -1.948,0)

bb) davon Aufwendungen fir Abfertigungen und Leistungen an betriebliche
Mitarbeitervorsorgekassen EUR —6.147.247,88 (2017: TEUR -1.750,4)

cc) davon Aufwendungen fir gesetzlich vorgeschriebene Sozialabgaben sowie vom Entgelt abhéngige Abgaben
und Pflichtbeitrage EUR —46.910.092,18 (2017: TEUR -42.362,9)

7. Abschreibungen auf immaterielle Gegenstande des Anlagevermogens und Sachanlagen

a) PlanmaRige Abschreibungen

—-224.254,9

b) Aufidsung Investitionszuschiisse der éffentlichen Hand

—61.866,7

8. Sonstige betriebliche Aufwendungen

648,6

-61.218,1

a) Steuern, soweit sie nicht unter Ziffer 18 fallen

-310,4

b) Ubrige

-1562.390,1

-152.700,4

9. Zwischensumme aus Ziffer 1 bis 8 (Ubertrag)
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2017

TEUR
9. Zwischensumme aus Ziffer 1 bis 8 (Ubertrag) 148.632,6
10. Ertrage aus Beteiligungen 42.789,6
davon aus verbundenen Unternehmen EUR 75.495.000,00 (2017: TEUR 37.749,3)
11. Ertrage aus anderen Wertpapieren und Ausleihungen des Finanzanlagevermogens 1.271,6
davon aus verbundenen Unternehmen EUR 1.578.823,07 (2017: TEUR 617,5)
12. Sonstige Zinsen und ahnliche Ertrage 962,6
davon aus verbundenen Unternehmen EUR 862.061,64 (2017: TEUR 825,5)
13. Ertrage aus dem Abgang von und der Zuschreibung zu Finanzanlagen 4.564,2
davon aus verbundenen Unternehmen EUR 1.998.815,29 (2017: TEUR 1.516,0)
14. Aufwendungen aus Finanzanlagen -1.249,5
a) davon Abschreibungen EUR —6.549.309,79 (2017: TEUR -391,9)
b) davon Aufwendungen aus verbundenen Unternehmen EUR 0,00 (2017: TEUR -833,5)
15. Zinsen und &hnliche Aufwendungen -9.131,2
davon betreffend verbundene Unternehmen EUR —764.135,10 (2017: TEUR -773,7)
16. Zwischensumme aus Ziffer 10 bis 15 39.207,2
17. Ergebnis vor Steuern (Zwischensumme aus Ziffer 9 und Ziffer 16) 187.839,8
18. Steuern vom Einkommen und vom Ertrag -35.875,2
a) davon laufende Steuern EUR —23.128.622,62 (2017: TEUR -34.124,7)
b) davon latente Steuern EUR 887.412,41 (2017: TEUR -1.750,5)
19. Ergebnis nach St n = Jahresiib huss 151.964,7
20. Zuweisung zu Gewinnriicklagen (freie) -19.214,7
21. Bilanzgewinn 132.750,0
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Lenzing AG

Anhang zum Jahresabschluss

fiir das Geschéftsjahr 2018

Allgemeine Angaben

Der Vorstand der Lenzing Aktiengesellschaft (Lenzing AG) hat den
vorliegenden Jahresabschluss zum 31. Dezember 2018 nach den
Vorschriften des 0sterreichischen Unternehmensgesetzbuches
(UGB) in der aktuellen Fassung aufgestellt. Er umfasst das Ge-
schaftsjahr vom 1. Janner bis zum 31. Dezember 2018.

Die Lenzing AG ist eine borsennotierte Aktiengesellschaft oster-
reichischen Rechts. Sie ist im Firmenbuch beim Handels- als
Landesgericht Wels, Osterreich, unter der Nummer FN 96499 k
eingetragen. lhr Sitz ist in 4860 Lenzing, WerkstraRe 2, Oster-
reich. Die Aktien der Lenzing AG sind im Prime Market (seit
18. April 2011) und im Leitindex ATX (seit 19. September 2011) der
Wiener Borse in Wien, Osterreich, gelistet.

Das Kerngeschéft der Lenzing AG liegt in der Erzeugung und
Vermarktung von botanischen Cellulosefasern. Der zur Erzeugung
notwendige Zellstoff wird zu einem groRen Teil im eigenen Zell-
stoffwerk hergestellt und teilweise zugekauft. Der wichtigste
Rohstoff zur Zellstofferzeugung ist Holz, das zugekauft wird.

Bei der Gesellschaft handelt es sich um eine groRe Kapitalgesell-
schaft.

Die Form der Darstellung wurde bei der Erstellung des vorliegen-
den Jahresabschlusses im Vergleich zum Vorjahr beibehalten.

Die Lenzing AG ist das Mutterunternehmen der Lenzing Gruppe
und erstellt einen Konzernabschluss. Der Konzernabschluss der
Lenzing AG ist beim Firmenbuch Wels hinterlegt, am Sitz der
Gesellschaft in Lenzing erhaltlich und auf der Homepage
http:/www.lenzing.com abrufbar. Die Hauptaktionarin der
Lenzing AG zum 31. Dezember 2018 ist die B&C Gruppe, welche
direkt oder indirekt mit 50 Prozent plus zwei Aktien (31. Dezember
2017: 50 Prozent plus zwei Aktien) am Grundkapital der
Lenzing AG beteiligt ist. Der Konzernabschluss fiir den groften
Kreis von Unternehmen, der &ffentlich zuganglich ist und in den
die Gesellschaft und ihre konsolidierten Unternehmen einbezogen
sind, wird von der B&C Holding Osterreich GmbH, Wien aufge-
stellt und beim Firmenbuch Wien hinterlegt. Das oberste Mutter-
unternehmen der B&C Holding Osterreich GmbH, und somit der
Gesellschaft, ist die B&C Privatstiftung, Wien.

Die Zahlenangaben im vorliegenden Jahresabschluss und in den
Erlauterungen werden auf die nachsten Tausend gerundet ange-
geben (,TEUR®), sofern keine abweichende Angabe erfolgt. Bei
Summierung von gerundeten Betrdgen und Prozentangaben
konnen durch Verwendung automatisierter Rechnungshilfen run-
dungsbedingte Rechendifferenzen auftreten.

Bilanzierungs- und
Bewertungsmethoden

Allgemeine Grundlagen

Die Aufstellung des Jahresabschlusses erfolgte unter Beachtung
der Grundsétze ordnungsméRiger Buchfihrung sowie der Gene-
ralnorm des § 222 Abs. 2 UGB, ein moglichst getreues Bild der
Vermogens-, Finanz- und Ertragslage des Unternehmens zu ver-
mitteln.

Bei der Erstellung des Jahresabschlusses wurde der Grundsatz
der Vollstandigkeit eingehalten. Bei der Bewertung wurde von der
Fortfiihrung des Unternehmens ausgegangen.

Bei den Vermogensgegenstanden und Schulden wurde der
Grundsatz der Einzelbewertung angewandt.

Das Unternehmen hat dem Vorsichtsgrundsatz Rechnung getra-
gen, indem insbesondere nur die am Abschlussstichtag verwirk-
lichten Gewinne ausgewiesen werden. Alle erkennbaren Risiken
und drohenden Verluste, die bis zum Bilanzstichtag entstanden
sind, wurden bertcksichtigt.

Schatzungen beruhen auf einer umsichtigen Beurteilung. Soweit
statistisch ermittelbare Erfahrungen aus gleich gelagerten Sach-
verhalten vorhanden sind, werden diese bei Schatzungen bertick-
sichtigt.

Die im Vorjahr angewandten Bilanzierungs- und Bewertungsme-
thoden wurden im Geschéftsjahr 2018 beibehalten.

Anlagevermdégen

Erworbene immaterielle Vermégensgegenstinde und Sachan-
lagen werden mit den Anschaffungs- bzw. Herstellungskosten,
vermindert um die planméRige, nach der linearen Methode vor-
genommenen Abschreibung angesetzt. Selbst erstellte immateri-
elle Vermogensgegenstande werden als Aufwand erfasst.

Die Herstellungskosten von selbsterstellten Sachanlagen umfas-
sen die Einzelkosten, angemessene Teile der Materialgemeinkos-
ten und Fertigungsgemeinkosten sowie Aufwendungen fur frei-
willige soziale Leistungen, fur betriebliche Altersversorgung und
fir Abfertigungen. Vom Wahlrecht der Aktivierung von Fremdka-
pitalzinsen wird nicht Gebrauch gemacht.
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Der Rahmen der Nutzungsdauer betragt fir die einzelnen Anlage-
gruppen:

Nutzungsdauer in Jahren von bis

Immaterielle Vermégensgegenstinde

a) Lizenzen, Know-how und Mietrechte 5} 20
b) Software 4 4
c) Firmenwert 15 15

Sachanlagen

a) Gebaude
Wohngebéude 50 50
Geschéfts- und Fabriksgebaude 25 50
b) Technische Anlagen und Maschinen 10 25

c) Andere Anlagen, Betriebs- und
Geschaftsausstattung

AuBerplanmaBige Abschreibungen auf einen zum Abschlussstich-
tag niedrigeren beizulegenden Zeitwert erfolgen, wenn die Wert-
minderung voraussichtlich von Dauer ist.

Fur Firmenwerte, die vor dem 1. Janner 2016 zugegangen sind,
wurde die bisherige Nutzungsdauer von 15 Jahren beibehalten.
Anteile an verbundenen Unternehmen und Beteiligungen
werden mit den Anschaffungskosten oder, bei voraussichtlich
dauernder Wertminderung, mit dem niedrigeren beizulegenden
Wert zum Bilanzstichtag angesetzt.

Zur Beurteilung der Werthaltigkeit von Beteiligungen wird grund-
satzlich das Discounted Cash-Flow-Verfahren gemal dem Fach-
gutachten zur Unternehmensbewertung KFS/BW 1 der Kammer
der Wirtschaftstreuhander herangezogen. Der beizulegende Wert
bzw. der Unternehmenswert wird aus den mit den gewichteten
Kapitalkosten diskontierten geschatzten kunftigen Cashflows
abgeleitet.

Die Cashflows werden aus den Planungen bzw. Prognosen abge-
leitet und beruhen auf zukunftsbezogenen Annahmen, im Unter-
nehmensbereich Fasern insbesondere auf Preis- und Mengen-
entwicklungen beim Absatz, den Produktionsmengen sowie den
dazu notwendigen Kosten speziell fir Rohstoffe, Energie, Personal
und Steuern. Diese Daten basieren insbesondere auf internen
Annahmen unter Bertcksichtigung des erwarteten Marktumfeldes
und der Marktpositionierung sowie auf externen Marktannahmen
aus Marktstudien oder Konjunkturaussichten. Nach dem Detail-
planungszeitraum wird basierend auf den Annahmen des letzten
Planjahres mit einer ewigen Rente unter Beriicksichtigung einer
nachhaltigen langfristigen Wachstumsrate gerechnet.

Als Abzinsungssatz wird ein individuell nach dem Capital Asset
Pricing Model ermittelter Mischsatz aus der Fremdkapitalverzin-
sung und der Verzinsung des eingesetzten Eigenkapitals herange-
zogen (WACC). Dieser Abzinsungssatz spiegelt die gegenwaérti-
gen Markteinschatzungen und die speziellen Risiken der betroffe-
nen Beteiligungen wider.

Ausleihungen werden mit dem Nominalwert, bei Unverzinslich-
keit mit dem Barwert bzw. bei voraussichtlich dauernder Wert-
minderung mit dem niedrigeren beizulegenden Zeitwert zum
Bilanzstichtag angesetzt.
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Wertpapiere (Wertrechte) des Anlagevermdgens werden mit
den Anschaffungskosten oder dem niedrigeren Kurswert zum
Bilanzstichtag bewertet.

In den Wertpapieren (Wertrechten) des Anlagevermégens sind
auch Anspriche aus einer Ruckdeckungsversicherung fur Pensi-
onsverpflichtungen enthalten, die in Hohe des Deckungskapitals
aktiviert werden. Die Ertrage aus dieser Rickdeckungsversiche-
rung werden in den Aufwendungen fir Altersversorgung erfasst.

Zuschreibungen zu Vermogensgegenstanden des Anlagevermo-
gens werden vorgenommen, wenn die Griinde fiir die auerplan-
mafige Abschreibung nachhaltig weggefallen sind. Die Zuschrei-
bung erfolgt auf maximal den Nettobuchwert, der sich unter
Berlcksichtigung der Normalabschreibungen, die inzwischen
vorzunehmen gewesen waren, ergibt. Beim Firmenwert unter-
bleibt geméall § 208 Abs. 2 UGB die Zuschreibung.

Umlaufvermégen

Roh-, Hilfs- und Betriebsstoffe werden mit den Anschaffungs-
kosten nach dem gleitenden Durchschnittspreisverfahren oder
dem niedrigeren beizulegenden Zeitwert am Bilanzstichtag be-
wertet.

Unfertige Erzeugnisse und fertige Erzeugnisse sind zu Herstel-
lungskosten (im Sinne des § 206 UGB), jedoch hochstens zum
voraussichtlichen Verkaufserlos — abziglich der bis zum Verkauf
noch anfallenden Kosten — angesetzt. Die Herstellungskosten
umfassen neben den Einzelkosten auch anteilige Material- und
Fertigungsgemeinkosten auf Basis einer Normalauslastung sowie
Aufwendungen fur freiwillige soziale Leistungen, fur betriebliche
Altersversorgung und fur Abfertigungen. Aufwendungen fir
Fremdkapitalzinsen sowie allgemeine Verwaltungs- und Vertriebs-
kosten werden nicht aktiviert. Wirtschaftliche und technische
Risiken werden durch Abschlage angemessen bertcksichtigt.

Forderungen und sonstige Vermdgensgegenstinde werden
gemal dem strengen Niederstwertprinzip angesetzt. Forderun-
gen werden einzeln bewertet. Falls Risiken hinsichtlich der Ein-
bringlichkeit bestehen, werden Einzelwertberichtigungen gebil-
det. Bei der Ermittlung der Hohe der Einzelwertberichtigung
werden erhaltene Sicherheiten, wie Bankgarantien und Kreditver-
sicherungen, angemessen bericksichtigt. Ist eine Forderung
génzlich uneinbringlich, wird die Forderung mit 100 Prozent wert-
berichtigt (auf Basis des Nettobetrages). Pauschale Wertberichti-
gungen werden nicht gebildet.

Zuschreibungen zu Vermogensgegenstéanden des Umlaufvermé-
gens werden vorgenommen, wenn die Grinde fur die Abschrei-
bung nachhaltig weggefallen sind.

Betreffend die Bewertung von Forderungen in Fremdwa&hrungen
verweisen wir auf den Punkt Fremdwahrungsumrechnung.

Die gemal Emissionszertifikategesetz unentgeltlich zugeteilten
Emissionszertifikate werden in der Bilanz entsprechend der AF-
RAC-Stellungnahme ,Bilanzierung von CO2-Emissionszertifikaten
gemall UGB® vom Dezember 2015 dargestellt. Die aus dem aktu-
ellen Geschéftsjahr und dem Vorjahr nicht verbrauchten Emissi-
onszertifikate von insgesamt 909.963 Stiick (31. Dezember 2017:
906.080 Stiick) hatten zum 31. Dezember 2018 einen Marktwert
von TEUR 6.192,6 (31. Dezember 2017: TEUR 5.033,7).



Betreffend die Bewertung von Guthaben bei Kreditinstituten in
Fremdwé&hrungen wird auf die unter dem Punkt Fremdwahrungs-
umrechnung beschriebene Vorgehensweise verwiesen.

Latente Steuern werden gemél3 § 198 Abs. 9 und 10 UGB nach
dem bilanzorientierten Konzept und ohne Abzinsung auf Basis des
aktuellen Korperschaftsteuersatzes von 25 Prozent gebildet.
Dabei werden mangels steuerlicher Verlustvortrage keine latenten
Steuern auf steuerliche Verlustvortrage berlcksichtigt.

Rickstellungen

Riickstellungen fiir Pensionen, Abfertigungen und Jubila-
umsgelder werden im Einklang mit der AFRAC-Stellungnahme
,Ruckstellungen fir Pensions-, Abfertigungs-, Jubilaumsgeld- und
vergleichbare langfristig fallige Verpflichtungen nach den Vor-
schriften des Unternehmensgesetzbuches® nach versicherungs-
mathematischen Grundsatzen entsprechend den Vorschriften des
IAS 19 ,Leistungen an Arbeitnehmer®, wie dieser in der EU anzu-
wenden ist, unter Anwendung der Projected-Unit-Credit-Method
(laufendes Einmalpréamienverfahren) berechnet. Dabei werden die
erwarteten Versorgungsleistungen auf den gesamten Zeitraum
der Beschaftigung verteilt. Zuklnftige Gehalts- und Pensionsstei-
gerungen sowie Fluktuationsabschlage werden berlcksichtigt.
Versicherungsmathematische Gewinne und Verluste werden zur
Ganze im Periodenaufwand in der Periode erfasst, in der sie anfal-
len. Die in der Bilanz erfasste leistungsorientierte Verpflichtung
aus einem Versorgungsplan stellt den Barwert der leistungsorien-
tierten Verpflichtung dar.

Anderungen der oben genannten Personalriickstellungen, darun-
ter auch die Aufwendungen aus der Aufzinsung dieser Ruckstel-
lungen, werden in der Gewinn- und Verlustrechnung im Personal-
aufwand ausgewiesen. Ubersteigen in einem Geschaftsjahr die
Verminderungen insgesamt die Zuweisungen an die jeweiligen
Personalrtickstellungen, wird der positive Saldo im Posten Ertrage
aus der Auflésung von Ruckstellungen ausgewiesen. Zahlungen
fur beitragsorientierte Verpflichtungen werden im Personalauf-
wand erfasst.

In den sonstigen Riickstellungen werden unter Beachtung des
Vorsichtsprinzips alle zum Zeitpunkt der Bilanzerstellung erkenn-
baren Risiken und der Hohe sowie dem Grunde nach ungewisse
Verbindlichkeiten mit den Betrédgen bericksichtigt, die nach ver-
nunftiger unternehmerischer Beurteilung erforderlich sind. Bei der
Bewertung werden Ruckgriffsanspriche auf andere Parteien
angemessen bericksichtigt. Langfristige Rickstellungen werden
mit einem markttblichen und laufzeitadaquaten Zinssatz abge-
zinst.

Verbindlichkeiten

Verbindlichkeiten werden mit dem Erfillungsbetrag angesetzt.
Die Bewertung von Verbindlichkeiten in Fremdwahrungen wird
unter dem Punkt Fremdwahrungsumrechnung erlautert.

Fremdwahrungsumrechnung

Bestehen Sicherungsgeschéfte in Bezug auf eine Wahrung, so
werden auf diese Wahrung lautende monetére Posten bis zum
Nominale der Sicherungsgeschafte mit einem Kurs umgerechnet,
der dem gewogenen Durchschnitt aus den Terminkursen der
Sicherungsgeschéfte entspricht.

Soweit das Nominale der monetaren Posten tber das Nominale
der Sicherungsgeschafte hinausgeht und sofern keine Siche-
rungsgeschafte bestehen, so werden auf diese Wahrung lautende
monetére Posten entsprechend dem imparitatischen Realisations-
prinzip mit dem Kurs zum Zeitpunkt der Ersterfassung, im Fall
eines Kursverlustes aber mit dem Stichtagskurs umgerechnet.

Folgende wesentliche Kurse wurden fiur die Wé&hrungsumrech-
nung in Euro herangezogen:

Fremdwahrungskurse

Forderungen 31.12.2018 31.12.2017
Stichtagskurs EUR/USD 1,1454 1,1993
Durchschnittlicher Sicherungskurs EUR/USD 1,1493 1,1326
Stichtagskurs EUR/CNY 7,8778 7,8044
Durchschnittlicher Sicherungskurs EUR/CNY 7,9590 7,9246
Verbindlichkeiten 31.12.2018 31.12.2017
Stichtagskurs EUR/USD 1,1454 1,1993
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Erldauterungen zur Bilanz

Aktiva

Anlagevermégen
Die Aufgliederung des Anlagevermégens und seine Entwicklung
im Berichtsjahr sind im Anlagenspiegel angefihrt.

Immaterielle Vermdgensgegenstiande und
Sachanlagen

Der Posten Rechte beinhaltet zum Grof3teil ein Mitbenttzungs-
recht an der Abwasserreinigungsanlage des Wasserreinhaltungs-
verbandes Lenzing-Lenzing AG sowie das Recht auf Energiebe-
zug von der RVL Reststoffverwertung Lenzing GmbH, einer von
der Gesellschaft gemeinsam mit der Energie AG Oberosterreich
Umwelt Service GmbH betriebenen Reststoffverwertungsanlage.

In den immateriellen Vermogensgegenstéanden sind solche imma-
teriellen Vermogensgegenstande, die von einem verbundenen
Unternehmen erworben wurden, mit einem Buchwert von
TEUR 252,5 (31. Dezember 2017: TEUR 277,9) enthalten. Im Ge-
schaftsjahr 2018 und 2017 gab es keine Zugange von immateriel-
len Vermogensgegenstéanden von verbundenen Unternehmen.

Der Firmenwert wird planméRig, nach der linearen Methode tber
die Nutzungsdauer von 15 Jahren abgeschrieben. Die gewahlte
Nutzungsdauer orientiert sich an der durchschnittlichen Restlauf-
zeit der im Zuge der Ubernahme ilbernommenen Verpflichtungen.

Nach Unternehmensbereichen ergibt sich folgende Aufgliederung
der Zugédnge zu den immateriellen Vermégensgegenstinden
und Sachanlagen:

Unternehmensbereich 2018 2017

TEUR TEUR
Fasern 50.934,6 60.378,3
Energie 10.380,6 3.435,6
Zellstoff 34.896,2 26.799,4
Ubrige 1.447,6 18.116,0
Gesamt 113.333,6 135.457,8

Die Abgénge von immateriellen Vermogensgegenstanden und
von Sachanlagen hatten Anschaffungs- und Herstellungskosten
von TEUR 16.392,3 (2017: TEUR 3.923,7) und einen Buchwert von
TEUR 152,0 (2017: TEUR 580,1). Im Geschéftsjahr 2018 wurde eine
Anlageninventur durchgefuhrt.
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Finanzanlagen

Die Auflistung der Anteile an verbundenen Unternehmen und
Beteiligungen der Lenzing AG kann der am Ende dieses Anhangs
angeschlossenen Beteiligungsliste entnommen werden.

Die Zugange bei den Anteilen an verbundenen Unternehmen
betreffen im Wesentlichen einen Zuschuss fur den Kauf des ver-
bleibenden 30-Prozent-Anteils der indirekten Tochtergesellschafft
Lenzing (Nanjing) Fibers Co., Ltd. (TEUR 40.678,6), eine Kapitaler-
héhung der Lenzing (Thailand) Co., Ltd. in Héhe von
TEUR 8.443,3, (2017: Griindung TEUR 18.416,3) sowie eine Kapi-
talerhohung bei der neu erworbenen Gesellschaft LD Celulose SA
(TEUR 1.507,3). Ebenfalls enthalten ist die Zuschreibung 2018 der
Lenzing Fibers (Hongkong) Ltd., (TEUR 1.715,0, 2017: TEUR 900,0).

Die Zugénge bei den Beteiligungen betreffen im Wesentlichen
den Kauf und eine Kapitalerhdhung der LD Florestal SA (TEUR
7.020,5)

Die Ausleihungen setzen sich wie folgt zusammen:

mit einer mit einer

Ausleihungen Bilanzwert Restlaufzeit Restlaufzeit

bis zu 1 Jahr liber 1 Jahr

TEUR TEUR TEUR

Ausleihungen an verbundene 95.646,8 129,1 95.517,7
Unternehmen

Vorjahr 46.239,1 2.635,5 43.603,7

Sonstige Ausleihungen 10.550,4 190,2 10.360,1

Vorjahr 16.457,4 215,0 16.242,4

Gesamt 106.197,2 319,4 105.877,8

Vorjahr 62.696,6 2.850,5 59.846,1

In den Sonstigen Ausleihungen sind ausstehende Kaufpreisfor-
derungen bzw. langfristige Darlehen aus der teilweisen VerauRRe-
rung der EQUI-Fibres Beteiligungsgesellschaft mbH im Jahr 2016
gegenlber dem Kaufer (einschlieBlich dessen Tochterunterneh-
men) in Héhe von TEUR 76430 (31. Dezember 2017:
TEUR 13.028,0) enthalten. Sie sind bankméRig verzinst. Die Ein-
bringlichkeit wurde insbesondere auf Basis der wirtschaftlichen
Lage beurteilt und fihrte im Geschéftsjahr 2018 zu einer Ab-
schreibung in Hohe von TEUR 5.385,0 (2017: TEUR 0,0). Die
Lenzing AG besitzt ein Pfandrecht an den Ubrigen Anteilen der
EQUI-Fibres Beteiligungsgesellschaft mbH. Darliber hinaus wurde
dem Kaufer ein Kreditrahmen in Hohe von bis zu TEUR 13.198,0
(2017: TEUR 19.486,3) eingerdumt, der im Fall von vordefinierten
nachteiligen Veranderungen der Rahmenbedingungen der EQUI-
Fibres Beteiligungsgesellschaft mbH am Absatzmarkt bis langs-
tens 31. Dezember 2025 in Anspruch genommen werden kann.
Dieser Rahmen war per 31. Dezember 2018 nicht ausgenditzt.



Die Wertpapiere (Wertrechte) des Anlagevermégens enthalten
den GroRanlegerfonds GF82 von TEUR 8.146,0 (31. Dezember
2017: TEUR 8.479,0), der zur Deckung der Pensionsriickstellung
dient. Im Geschaftsjahr wurde ein Fondsergebnis aus 2017 in
Hohe von TEUR 89,0 ausgeschuttet. Dieser Fonds veranlagt nach
den Vorschriften des Pensionskassengesetzes und ist per Jahres-
ende im Wesentlichen in Euro-Anleihen veranlagt.

Ebenfalls beinhaltet dieser Posten Anspriiche aus Rickdeckungs-
versicherungen  von  TEUR?2.999,3 (31. Dezember  2017:
TEUR 3.136,5) betreffend Pensionsverpflichtungen und sonstige
Wertpapiere  (Wertrechte) des  Anlagevermégens  von
TEUR 6.483,7 (31. Dezember 2017: TEUR 6.483,7).

Umlaufvermégen

Die Roh-, Hilfs- und Betriebsstoffe beinhalten im Wesentlichen
Holz und Zellstoff fiir die Faserproduktion, Chemikalien fur samtli-
che Geschaftsbereiche sowie diverse Kleinmaterialien und Ersatz-
teile.

Die Bestande an unfertigen und fertigen Erzeugnissen be-
treffen im Wesentlichen Fasern und Faserzellstoff.

Von den Forderungen aus Lieferungen und Leistungen sind
TEUR 59.675,4 (31. Dezember 2017: TEUR 61.542,1) nach Abzug
von Selbstbehalten versichert und in Hohe von TEUR 6.129,0
(31. Dezember 2017: TEUR 9.330,0) durch Garantien besichert.
WechselméRige Verbriefungen liegen weder zum 31. Dezember
2018 noch zum 31. Dezember 2017 vor.

Forderungen gegeniiber verbundenen Unternehmen resultie-
ren aus Lieferungen und Leistungsverrechnungen in Hoéhe von
TEUR 77.438,8 (31. Dezember 2017: TEUR 64.946,0) sowie sonsti-
gen Verrechnungen von TEUR153,9 (31. Dezember 2017:
TEUR155,0) und Forderungen aus Steuerumlagen in Héhe von
TEUR 13.109,7 (31. Dezember 2017: TEUR 8.930,5).

Soweit Forderungen und Verbindlichkeiten zwischen verbunde-
nen Unternehmen in wirtschaftlicher Betrachtungsweise einander
aufrechenbar gegentiberstehen, werden diese bei gleichem Glau-
biger und Schuldner gegeneinander aufgerechnet.

Forderungen gegeniiber Unternehmen, mit denen ein Beteili-
gungsverhéltnis besteht, resultieren aus der Leistungsverrech-

nung an die Lenzing Papier GmbH.

Die sonstigen Forderungen und Vermégensgegenstinde bein-
halten:

Sonstige Forderungen und

Vermégensgegenstinde 31.12.2018 31.12.2017

TEUR TEUR
Guthaben aus der Verrechnung mit dem Finanzamt 31.410,0 42,444 ,2
Emissionszertifikate 7.417,5 6.489,5
Abgrenzung von Kostenersatzen 987,9 940,3
An- und Vorauszahlungen 381,9 649,5
Ubrige 5.304,0 5.517,1
Gesamt 45.501,3 56.040,7

In den sonstigen Forderungen und Vermogensgegenstanden sind
Ertrdge in Hoéhe von TEUR 317771 (31. Dezember 2017:
TEUR 41.796,8) enthalten, die erst nach dem Bilanzstichtag zah-
lungswirksam werden.

Aktive latente Steuern

Die latenten Steuern zum Bilanzstichtag wurden fir temporére
Differenzen zwischen dem steuerlichen und unternehmensrecht-
lichen Wertansatz fur folgende Posten gebildet:

Stand der temporéren Differenzen 31.12.2018 31.12.2017
TEUR TEUR
Sachanlagen und immaterielle
. . 15.325,4 15.990,9
Vermogensgegenstande
Finanzanlagen 21.518,4 20.247,9

Unversteuerte Rucklagen und Zuschisse der

-11.713,1 -14.502,4
sfffentlichen Hand 5y ’

Ruckstellungen 42.528,8 42.246,7
Verbindlichkeiten 321,1 447,9
Betrag Gesamtdifferenzen 67.980,6 64.431,0
D Iti de aktive latente St

araus resultierende aktive latente Steuern 16.995,2 16.107,7

per 31.12. (25 %)

Im Posten Riickstellungen sind im Wesentlichen zeitliche Unter-
schiede zwischen dem unternehmensrechtlichen und dem steu-
errechtlichen Wertansatz bei Rickstellungen fur Sozialkapital
(Pensionen und Abfertigungen) und Jubildumsgelder sowie Unter-
schiede bei den Wertansatzen von langfristigen Ruckstellungen
einbezogen.

Temporare Unterschiede aufgrund von steuerlichen Siebentelab-
schreibungen (§12 Abs.3 Z 2 KStG) sind mit TEUR 23.245,0
(31. Dezember 2017: TEUR 21.974,5) im Posten Finanzanlagen
enthalten.

Die unversteuerten Riicklagen sind entsprechend RAG 2014 in
den Gewinnriicklagen enthalten (Umgliederung per 31. Dezember
2015). Temporéare Unterschiede zum steuerrechtlichen Wertansatz
fuhren zu passiven latenten Steuern (vor Saldierung).

Entwicklung der latenten Steuern 31.12.2018 31.12.2017

TEUR TEUR
Stand am 01.01. (aktive latente Steuern) 16.107,7 17.858,2
Erfolgswirksame Veranderung 887,4 -1.750,5
Stand am 31.12. (aktive latente Steuern) 16.995,2 16.107,7
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Passiva

Eigenkapital

Das Grundkapital der Lenzing AG zum 31. Dezember 2018 be-
tragt EUR 27.574.071,43 (31. Dezember 2017: EUR 27.574.071,43)
und st in 26.550.000 Stiickaktien (31. Dezember 2017:
26.550.000) eingeteilt. Der auf eine Stlckaktie entfallende Anteil
am Grundkapital betragt etwa EUR 1,04. Jede Stammaktie ist am
Kapital im gleichen Ausmal3 beteiligt und vermittelt die gleichen
Rechte und Pflichten, insbesondere das Recht auf eine beschlos-
sene Dividende und das Stimmrecht in der Hauptversammlung.
Der Ausgabebetrag der Aktien ist voll einbezahlt. Andere Klassen
von Anteilen sind nicht ausgegeben worden.

Mit Hauptversammlungsbeschluss vom 12. April 2018 — unter
gleichzeitiger Aufhebung der diesbeztglichen Hauptversamm-
lungsbeschlisse vom 22. April 2015 — wurde der Vorstand neuer-
lich ermachtigt, mit Zustimmung des Aufsichtsrates das Grund-
kapital innerhalb von fiinf Jahren ab Eintragung in das Firmenbuch
— allenfalls in Tranchen — gegen Bar- und/oder Sacheinlage um
bis zu EUR 13.787.034,68 durch Ausgabe von bis zu 13.274.999
Stickaktien zu erhéhen (,genehmigtes Kapital). Dieses geneh-
migte Kapital wurde im Firmenbuch am 23. Mai 2018 eingetragen.

Dartiber hinaus wurde der Vorstand mit Hauptversammlungbe-
schluss vom 12. April 2018 — unter gleichzeitiger Aufhebung der
diesbeziglichen Hauptversammlungsbeschlisse vom 22. April
2015 — erméchtigt mit Zustimmung des Aufsichtsrates bis spéates-
tens 12. April 2023 auch in mehreren Tranchen Wandelschuldver-
schreibungen auszugeben, die ein Bezugs- oder Umtauschrecht
bzw. eine Bezugs- oder Umtauschpflicht auf bis zu 13.274.999
Aktien gewéhren bzw. vorsehen (,bedingtes Kapital“). Die Bedie-
nung kann Uber das bedingte Kapital und/oder Uber eigene Aktien
erfolgen.

Ebenfalls mit Hauptversammlungsbeschluss vom 12. April 2018 —
unter gleichzeitiger Aufhebung der diesbezlglichen Hauptver-
sammlungsbeschlisse vom 20. April 2016 — wurde der Vorstand
fir die Dauer von 30 Monaten vom Tag der Beschlussfassung an
erméchtigt, mit Zustimmung des Aufsichtsrates eigene Aktien der
Gesellschaft zu erwerben. Dabei dirfen die von der Gesellschaft
erworbenen eigenen Aktien 10 Prozent des Grundkapitals der
Gesellschaft nicht tberschreiten. Der beim Ruckerwerb zu leis-
tende Gegenwert muss innerhalb einer Bandbreite von +/-25
Prozent zum gewichteten durchschnittlichen Borsenschlusskurs
der letzten 20 Borsetage vor Beginn des entsprechenden Ruck-
kaufprogramms der Lenzing Aktie liegen. Der Vorstand wurde
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zudem erméchtigt, erworbene eigene Aktien ohne weiteren
Hauptversammlungsbeschluss mit Zustimmung des Aufsichtsra-
tes einzuziehen (samt Ermachtigung des Aufsichtsrates Anderun-
gen der Satzung, die sich durch die Einziehung der Aktien erge-
ben, zu beschlieRen) oder wieder zu verduRern und die VerauBe-
rungsbedingungen festzusetzen. Diese Ermachtigung kann ganz
oder teilweise und in Verfolgung eines oder mehrerer Zwecke
durch die Gesellschaft, durch ein Tochterunternehmen (§ 189a Z7
®UGB) oder fiir Rechnung der Gesellschaft durch Dritte ausgetibt
werden. Weiters wurde der Vorstand fur die Dauer von funf Jah-
ren vom Tag der Beschlussfassung an ermachtigt, fur die VerauRe-
rung eigener Aktien mit Zustimmung des Aufsichtsrates eine
andere gesetzlich zulassige Art der VerduRerung als Uber die
Borse oder ein 6ffentliches Angebot, auch unter Ausschluss des
Wiederkaufrechts (Bezugsrechts) der Aktionare, zu beschlieBen
und die VerduRerungsbedingungen festzusetzen.

Der Vorstand hat von den am bzw. bis 31. Dezember 2018 beste-
henden Ermachtigungen zur Erhéhung des Grundkapitals, zur
Ausgabe von Wandelschuldverschreibungen und zum Rickkauf
eigener Aktien in der Berichtsperiode keinen Gebrauch gemacht.

Die gebundenen Kapitalriicklagen durfen nur zum Ausgleich
eines Bilanzverlustes verwendet werden. Sie wurden durch Zufuhr
von Mitteln gebildet, welche von den Aktionaren Gber das Grund-
kapital hinaus zugeflossen sind.

Die freien Gewinnriicklagen konnen jederzeit aufgelost und als
Teil des Bilanzgewinnes an die Aktionadre ausgeschuttet werden.

Zuschiisse der 6ffentlichen Hand

Die Investitionszuschiisse der 6ffentlichen Hand einschlief3lich
der Emissionszertifikate werden als gesonderter Hauptposten
zwischen Eigenkapital und Fremdkapital ausgewiesen. Die Auf-
gliederung ist aus der Ubersicht Uber die Entwicklung der Zu-
schisse der ¢ffentlichen Hand ersichtlich.

Die Auflosung der Investitionszuschisse der offentlichen Hand
erfolgt entsprechend der Nutzungsdauer der geférderten Anlagen
und wird offen mit den Abschreibungen saldiert. Der Zuschuss
aus Emissionszertifikaten wurde dem Verbrauch entsprechend
aufgelost.



Riickstellungen
Die sonstigen Riickstellungen entwickeln sich wie folgt:

2018
Riickstellungen fiir

Verbrauch

TEUR

-4.964,4

Drohende Verluste

Schadensfalle

Noch nicht abgerechnete
Lieferungen/Leistungen

Jubilaumsgelder

Sonderzahlungen

Resturlaube

Sonstige Personalaufwendungen

Stand 31.12.2018

Zufiihrung

TEUR TEUR
508,3 11.384,2

6.072,9 6.072,9

T

Ubrige ~3.869,3 4.890,3

Gesamt -51.939,1 55.460,5 87.623,4

2017 .

Riickstellungen fiir Verbrauch Zufiihrung Stand 31.12.2017
TEUR TEUR TEUR

Drohende Verluste

Schadensfalle

Noch nicht abgerechnete
Lieferungen/Leistungen

Jubildumsgelder

Sonderzahlungen

Resturlaube

Sonstige Personalaufwendungen

Ubrige

Gesamt

Die Riickstellungen fiir drohende Verluste betreffen im We-
sentlichen Vorsorgen fir nachteilige Vertrage und Verpflichtungen
aus zu erbringenden Infrastrukturleistungen.

Die Riickstellungen fiir Schadensfille betreffen vor allem Ver-
pflichtungen fur Rechtsstreitigkeiten. Die Rechtsstreitigkeiten
umfassen insbesondere die Vorsorge in Hohe von TEUR 6.000,0

-935,5

-3.283,2

-46.980,0

142,5 12.728,8

5.033,6 5.033,6

50.015,6 85.109,3

(31. Dezember 2017: TEUR 6.000,0) fur ein juristisches Verfahren,
bei dem die Lenzing Gruppe gegen Patentrechtsverletzungen
vorgeht.

Die ubrigen Riickstellungen betreffen vor allem Prifungs- und

Beratungskosten, Nachlasse und Rabatte, Provisionen sowie die
verbrauchten Emissionszertifikate.
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Die Entwicklung der Riickstellung fiir Pensionen, Abfertigun-
gen und Jubildumsgelder stellt sich wie folgt dar:

2018 Riickstellungen fiir

Abfertigungen

TEUR

58.384,2

s
3.840,4
-4.716,3
57.508,3

In der Bilanz erfasste Werte:

Riickstellung zum 31.12.2017

Periodenaufwand

Auszahlungen

Riickstellung zum 31.12.2018
Wert nach § 14 EStG
Aufwand im Geschiftsjahr:

35.431,6

2.045,6
906,8

3.840,4
Annahmen zur Berechnung der erwarteten

leistungsorientierten Anspriiche zum 31.12.2018:

58/63/57 Jahre

Laufender Dienstzeitaufwand

Zinsaufwand

Realisierung versicherungs-
mathematischer Verlust (+)
/Gewinn (-)

Periodenaufwand

Diskontierungszinssatz

Pensionssteigerung

Gehaltssteigerung

Pensionseintrittsalter
Frauen/Manner/Schwerarbeiter

Fluktuationsabschlag -

2017 Rickstellungen fiir Abfertigungen

TEUR
61.440,3
176,3
-3.232,4
58.384,2

In der Bilanz erfasste Werte:

Riickstellung zum 31.12.2016

Periodenaufwand

Auszahlungen

Riickstellung zum 31.12.2017
Wert nach § 14 EStG
Aufwand im Geschiftsjahr:

36.003,6

2.325,3

-3.059,5

176,3
Annahmen zur Berechnung der erwarteten

leistungsorientierten Anspriiche zum 31.12.2017:
58/63/57 Jahre

0,00-3,47%

Laufender Dienstzeitaufwand

Zinsaufwand

Realisierung versicherungs-
mathematischer Verlust (+)
/Gewinn (-)

Periodenaufwand

Diskontierungszinssatz

Pensionssteigerung

Gehaltssteigerung

Pensionseintrittsalter
Frauen/Manner/Schwerarbeiter

Fluktuationsabschlag

Fur die Berechnung der Pension-, Abfertigungs- und Jubildums-
geldruckstellung wurde ein Abzinsungssatz verwendet, der aus
erstrangigen festverzinslichen Industrieanleihen mit AA-Rating
nach dem Standard eines international tatigen Versicherungsma-
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thematikers abgeleitet wurde. Anleihen, die im Vergleich zu den
anderen Anleihen in ihrer Risikoeinstufung deutlich hohere oder
niedrigere Zinsen aufweisen (,statistische AusreiBer), wurden
dabei nicht bericksichtigt. Die Wahrung und die Laufzeiten der zu
Grunde gelegten Anleihen orientieren sich an der Wahrung und
den voraussichtlichen Laufzeiten der zu erfillenden Verpflichtun-
gen.

Die geschéatzten Gehalts- und Pensionssteigerungen, die auch fur
die Zukunft als realistisch angesehen werden, wurden aus einer
Durchschnittsbetrachtung der vergangenen Jahre abgeleitet.

Das fur die Berechnung herangezogene Pensionsantrittsalter
richtet sich nach den jeweiligen gesetzlichen Bestimmungen. Fur
die Berechnung der leistungsorientierten Pensionsplane werden
im Geschéftsjahr 2018 die biometrischen Rechnungsgrundlagen
von Pagler & Pagler AVO 2018 P-Rechnungsgrundlagen fir die
Pensionsversicherung Angestellte verwendet (31. Dezember 2017:
Pagler & Pagler AVO 2008 P-Rechnungsgrundlagen fir die Pensi-
onsversicherung Angestellte verwendet). Der Effekt aus der An-
wendung der neuen Sterbetafeln betragt TEUR 849,2 und wird im
Geschaftsjahr 2018 vollstandig in den Aufwendungen fir Alters-
versorgung erfasst.

Die Berechnung der Abfertigungs- und Jubildumsgeldrickstellung
erfolgt unter Berlcksichtigung der unternehmensspezifischen
Fluktuationsraten. Diese werden nach Dienstjahren gestaffelt
ermittelt und beruht auf den durchschnittlichen Austrittszahlen
der letzten funf Jahre. Bei der Berechnung der Rickstellungen fur
die leistungsorientierten Abfertigungspléane werden dabei nur
Austritte mit Abfertigungsanspruch berlcksichtigt.

In der Lenzing AG gibt es sowohl beitrags- als auch leistungsori-
entierte Pensionsvorsorgepléne. Bei beitragsorientierten Pensi-
onszusagen treffen die Gesellschaft nach Zahlung der vereinbar-
ten Prémien keine Verpflichtungen mehr. Eine Ruckstellung wird
daher nicht angesetzt.

Den leistungsorientierten Pensionsverpflichtungen wird durch die
Bildung von Pensionsrickstellungen Rechnung getragen. Das
Risiko im Zusammenhang mit diesen leistungsorientierten Pensi-
onsplénen verbleibt bei der Lenzing AG. Die Berechnung erfolgt
nach versicherungsmathematischen Grundsétzen entsprechend
den Vorschriften des IAS 19 ,Leistungen an Arbeitnehmer®.

Mitarbeiter/innen, deren Dienstverhaltnisse Gsterreichischem
Recht unterliegen und nach dem 31. Dezember 2002 begonnen
haben, erwerben keine Abfertigungsanspriche. Fir sie sind Bei-
trage in Hohe von 1,53 Prozent des Lohnes bzw. Gehaltes an eine
Mitarbeitervorsorgekasse zu zahlen.

Aufgrund kollektivvertraglicher Regelungen ist die Lenzing AG
verpflichtet, Jubildumsgeldzahlungen zu leisten, sofern ein Ar-
beitnehmer fiur eine bestimmte Dauer im Unternehmen beschéf-
tigt war. Diese Zahlungen basieren auf der Hohe des Bezuges
zum Zeitpunkt des betreffenden Dienstnehmerjubilaums. Die bei
den betreffenden Jubilden voraussichtlich zu zahlenden Betrage
werden auf die Dienstzeit bis zu den Jubilden verteilt. Der Barwert
des auf die Dienstzeit bis zum Bilanzstichtag entfallenden Betra-
ges wird riickgestellt. In der Lenzing AG besteht eine Umwand-
lungsoption fur die Mitarbeiter, das Dienstjubildum in Zeitgutha-
ben umwandeln zu kénnen.



Die Verpflichtungen gegenlber ehemaligen Mitarbeitern des
verkauften Geschéftsbereiches Kunststoffmaschinen (nunmehr
SML Maschinengesellschaft mbH) sowie fiir ehemalige Mitarbei-
ter/innen der ausgegliederten Bereiche Technik (nunmehr Lenzing
Technik GmbH) und Folie (nunmehr Lenzing Plastics GmbH & Co
KG), Bildungszentrum (nunmehr BZL-Bildungszentrum Lenzing
GmbH) werden bis zur Héhe der fiktiven Anspriiche zum Zeit-
punkt des Verkaufs bzw. der Ausgliederung weiterhin von der
Gesellschaft getragen. Der Barwert zum Bilanzstichtag wird in
Bezug auf diese Verpflichtungen rickgestellt, wobei fur die Bar-
wertermittlung angenommen wird, dass die Abfertigungen mit
dem Ubertritt der betreffenden Dienstnehmer in den Ruhestand
fallig werden.

Verbindlichkeiten
In den Verbindlichkeiten sind folgende Verbindlichkeiten mit
einer Restlaufzeit Gber 5 Jahren enthalten:

Verbindlichkeiten 31.12.2018 31.12.2017

TEUR TEUR
Verbindlichkeiten aus Schuldscheindarlehen 13.500,0 13.500,0
Verbindlichkeiten gegentber Kreditinstituten 16.000,0 0,0
Sonstige zinstragende Verbindlichkeiten 1.353,5 3.205,9
\ljirt:ir:(il::r:::iten gegenuber verbundenen 7.000,0 38.000,0
Gesamt 37.853,5 54.705,9

Die Verbindlichkeiten aus Schuldscheindarlehen stellen sich
wie folgt dar:

Verbindlichkeiten aus Schuldscheindarlehen per 31.12.2018

Falligkeit Laufzeit Volumen | Verzinsung
bis Jahre TEUR
1719 7 34.000,0 fix
5/20 5 14.500,0 fix
5/20 6] 9.000,0 variabel
1/22 10 35.000,0 fix
5/22 7 20.000,0 fix
5/22 7 42.000,0 variabel
5/25 10 13.500,0 fix
168.000,0

Im Geschéftsjahr 2018 hat die Lenzing AG von den bestehenden
Schuldscheinen TEUR 29.000,0 planm&Rig zurtickgezahlt.

Die sonstigen zinstragenden Verbindlichkeiten enthalten ERP-
Kredite, Forschungsforderungskredite und Verbindlichkeiten aus
Finanzierungsleasing.

Von den Verbindlichkeiten gegeniiber Kreditinstituten und
sonstigen zinstragenden Verbindlichkeiten von
TEUR 203.869,6 (31. Dezember 2017: TEUR 42.104,3) sind wie im
Vorjahr keine durch Grundpfandrechte und sonstige dingliche
Sicherheiten besichert.

Von den Verbindlichkeiten gegeniiber verbundenen Unter-
nehmen betreffen TEUR13.092,5 (31. Dezember  2017:
TEUR11.076,5) Lieferungen und  Leistungsverrechnungen,
TEUR 286,9 (31. Dezember 2017: TEUR 411,6) sonstige Verrech-

nungen sowie TEUR 1.544,8 (31. Dezember 2017: TEUR 4.774,3)
Verbindlichkeiten aus Steuerumlagen. Weiters bestehen Verbind-
lichkeiten aus Darlehen in Hoéhe von TEUR 52.000,0
(31. Dezember 2017: TEUR 52.000,0) gegeniiber der Lenzing
Global Finance GmbH aus der Weiterverrechnung der verein-
nahmten finanziellen Mittel aus den von der Lenzing Global Fi-
nance GmbH im Geschéftsjahr 2015 und 2012 begebenen
Schuldscheinen.

In den sonstigen Verbindlichkeiten sind Aufwendungen in Hohe
von TEUR 16.276,1 (31. Dezember 2017: TEUR 16.568,3) enthalten,
die erst nach dem Bilanzstichtag zahlungswirksam werden. Davon
betreffen TEUR 4.909,5 (31. Dezember 2017: TEUR 5.162,2) Ver-
bindlichkeiten fir das Altersteilzeitmodell gem. § 27 ALVG.

Rechnungsabgrenzungsposten

Die passive Rechnungsabgrenzung beinhaltet im Wesentlichen
transitorisch abgegrenzte Zinsenzuschisse des Umwelt- und des
Forschungsférderungsfonds.

Haftungsverhiltnisse

Haftungsverhéltnisse liegen in folgendem Umfang vor:

Haftungsverhiltnisse 31.12.2018 31.12.2017
TEUR TEUR

Burgschafts- und Garantieerklarungen fur den

Wasserreinhaltungsverband Lenzing-Lenzing AG fur

den Bau der zwei?en und dritten Augsbaustuf?e der 286,6 286,6

Abwasserreinigungsanlage

Haftungstibernahmen fir verbundene Unternehmen 84.961,2 114.017,0

Haftungstibernahmen gegentiber Dritten 11.100,0 11.100,0

Gesamt 96.347,8 125.403,6

Die Lenzing AG hat harte Patronatserklarungen, die in ihrer Hohe
unbestimmt sind, abgegeben. Die Lenzing AG verpflichtet sich
darin, die Lenzing Fibers (Grimsby) Limited sowie die Lenzing
Fibers Inc. mit ausreichenden Mitteln auszustatten, damit sie ihre
finanziellen Verpflichtungen aus abgeschlossenen Energieliefer-
vertragen erflllen kénnen. Die Patronatserklarungen kénnen von
Seiten der Lenzing AG gekindigt werden.

Des Weiteren besteht eine Garantieerklarung der Lenzing AG, die
in ihrer Hohe unbestimmt ist, in der sie garantiert, dass die Pulp
Trading GmbH ihre finanziellen Verpflichtungen aus einem abge-
schlossenen Liefervertrag erfillt.

Als international tatiges Unternehmen ist die Lenzing AG einer
Vielzahl von rechtlichen und sonstigen Risiken ausgesetzt. Hierzu
gehdren insbesondere Risiken aus den Bereichen Produktméngel,
Wettbewerbs- und Kartellrecht, Patentrecht, Steuerrecht, Arbeit-
nehmer und Umweltschutz (insbesondere aus Umweltschaden an
Produktionsstandorten). Die Ergebnisse von gegenwértig anhén-
gigen bzw. kinftigen Verfahren sind nicht vorhersagbar, sodass
aufgrund von gerichtlichen und behordlichen Entscheidungen
oder der Vereinbarung von Vergleichen Aufwendungen entstehen
kénnen, die nicht in vollem Umfang durch Versicherungsleistun-
gen abgedeckt sind und wesentliche Auswirkungen auf die kinf-
tige Vermdgens-, Finanz- und Ertragslage der Lenzing AG haben
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kénnen. Weitere Ausfihrungen sind dem Risikobericht im Lage-
bericht zum 31. Dezember 2018 der Lenzing AG zu entnehmen.

Aus der gewohnlichen Geschéftstatigkeit sind in der Lenzing AG
Rechtsstreitigkeiten anhéngig, insbesondere im Bereich Patent-
recht. Der Vorstand geht aktuell davon aus, dass die derzeit be-
kannten Verfahren keine wesentlichen Auswirkungen auf die
derzeitige Vermogens-, Finanz- und Ertragslage der Lenzing AG
haben bzw. eine entsprechende Risikovorsorge getroffen wurde.
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Erldauterungen zur Gewinn- und Verlustrechnung

Umsatzerlose
Der Umsatz setzt sich wie folgt zusammen:

Die Aufwendungen fiir Altersversorgung (inkl. Riickstellungsdotie-
rungen und -auflésungen sowie Ertragen aus der Rickdeckungs-
versicherung) verteilen sich wie folgt:

Umsatzerlése nach Markten 2017
TEUR Aufwendungen fiir 2017
Osterreich 152.829,6 TEUR
Europa inkl. Tiirkei ohne Osterreich 428.921,5 Mitglieder des Vorstandes
Asien 358.120,0 Aktive Mitglieder 132,1
Amerika 44 .875,0 Ehemalige Mitglieder und deren Hinterbliebene 342,1
Sonstige 25.113,7 Leitende Arbeitnehmer/innen 96,4
Gesamt 1.009.859,8 Andere Arbeitnehmer/innen 1.377,4
Gesamt 1.948,0
YmsatzerlGse nach Bereichen 2018 200 Die Lenzing AG hat eine Rickdeckungsversicherung fiir Pensions-
; TEUR anspriche abgeschlossen. Der Aufwand aus diesen Pensionszu-
Fibers 808.221,6 sagen (exkl. Rickstellungsdotierungen und -aufiésungen) in Héhe
Pulp, Energy, Sonstige 201.638,2 von TEUR 652,8 (2017: TEUR 634,8) sowie der Ertrag aus der
Gesamt 1.009.859,8 Ruckdeckungsversicherung von TEUR146,2 (2017: TEUR 145,3)
sind im Posten Aufwendungen fur Altersversorgung enthalten.
Sonstige betriebliche Ertrige Die Aufwendungen fiir Abfertigungen und Leistungen an
Die librigen sonstigen betrieblichen Ertrége beinhalten: betriebliche Mitarbeitervorsorgekassen (inkl. Riickstellungsdo-
tierungen und -auflésungen der Riickstellung fiir Abfertigungen)
Ubrige sonstige betriebliche Ertrage 2017 setzen sich wie folgt zusammen:
TEUR
Forschungs-, Lehrlings- und Bildungspramien 4.371,5 Aufwendungen fiir _ 2017
Beitrage des osterreichischen 5 0385 TEUR
Forschungsférderungsfonds ’ Abfertigungen (inkl. freiwilligen Abfertigungen) 265,0
Versicherungsertréage 0,0 Leistungen an betriebliche 1 485 4
Aufldsung von Zuschiissen (Emissionszertifikaten) 1.243,2 Mitarbeitervorsorgekassen ]
Ubrige 1.021,1 Gesamt 1.750,4
Gesamt 8.674,3
Die Aufwendungen fur Abfertigungen und Leistungen an betrieb-
liche Mitarbeitervorsorgekassen (inkl. Rickstellungsdotierungen
Personalaufwand und -auflésungen) verteilen sich wie folgt:

Die Aufwendungen fiir Altersversorgung (inkl. Riickstellungs-
dotierungen und -auflésungen sowie Ertrdgen aus der Ruckde-
ckungsversicherung) setzen sich wie folgt zusammen:

Aufwendungen fiir 2017

TEUR
Beitragsorientierte Pléane (Pensionskassenbeitréage) 1.386,4
Leistungsorientierte Plane 561,6
Gesamt 1.948,0

Aufwendungen fiir 2017
TEUR

Mitglieder des Vorstandes
Aktive Mitglieder 89,5
Leitende Arbeitnehmer/innen -380,9
Andere Arbeitnehmer/innen 2.041,8
Gesamt 1.750,4
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Die Aufwendungen fiir Jubildumsgelder (inkl. Rickstellungsdo-
tierungen und -auflésungen) verteilen sich wie folgt:

Aufwendungen fiir 2018 2017

TEUR TEUR
Léhne 218,1 -34,0
Gehalter 830,2 458,6
Soziale Aufwendungen 336,2 -7,0
Gesamt 1.384,6 417,6
Abschreibungen

Die Abschreibungen auf immaterielle Gegenstiande des Anla-
gevermdgens und Sachanlagen beinhalten die planmaRigen
Abschreibungen  in TEUR 66.680,5  (2017:
TEUR 61.866,7).

Hohe  von

Die Ertrage aus der Auflosung der Investitionszuschisse der
offentlichen Hand vermindern die Abschreibungen in Hohe von
TEUR 737,9 (2017: TEUR 648,6).

Sonstige betriebliche Aufwendungen
Die librigen sonstigen betrieblichen Aufwendungen umfassen:

Ubrige sonstige betriebliche Aufwendungen 2018 2017

TEUR TEUR
Vertriebsaufwendungen (inkl. Werbeaufwendungen) 48.384,2 48.195,6
Instandhaltungen und Fremdleistungen 31.498,3 26.636,0
Konzernleistungen 20.666,3 18.301,8
Rechts-, Prifungs- und Beratungsaufwendungen 16.673,3 18.210,7
Reise- und Fahrtkosten 6.905,7 6.165,8
Schulung der Belegschaft 4.891,8 4.375,4
Abfallentsorgung 4.016,1 3.414,0
Geblhren, Spesen und sonstige Beitrage 3.788,8 3.623,9
Versicherungsaufwendungen 3.705,7 3.945,6
Fremdwéhrungsdifferenzen 948,8 4.994,3
Sonstige Aufwendungen 17.504,5 14.527,0

Gesamt 158.983,5 152.390,1

In den sonstigen Aufwendungen sind vor allem Miet- und Lea-
singaufwendungen, Aufwendungen fur Patente, Aufwendungen
fir den Verbrauch von Buromaterial, allgemeine Verwaltungskos-
ten, der Verbrauch von Lebensmitteln der werkseigenen Kiiche
sowie Wertberichtigungen enthalten.

Finanzergebnis

Die Ertrage aus Beteiligungen betreffen im Wesentlichen Divi-
denden der Pulp Trading GmbH in Héhe von TEUR 60.000,0
(2017: TEUR 37.000,0), der Lenzing Fibers Holding GmbH von
TEUR 15.000,0 (2017: TEUR 0,0) und der BZL-Bildungszentrum
Lenzing GmbH in Héhe von TEUR 495,0 (2017: TEUR 375,0). Im
Vorjahr waren auch im Wesentlichen Dividendenertrage der
EQUI-Fibres Beteiligungsgesellschaft mbH (2017: TEUR 5.000,0)
enthalten.

In den Ertragen aus anderen Wertpapieren und Ausleihungen
des Finanzanlagevermdégens sind Ertrédge aus Zinsforderungen
an verbundene Unternehmen von TEUR 1.578,8 (2017: TEUR 617,5)
erfasst.
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Sonstige Zinsen und &hnliche Ertrdge resultieren im Wesentli-
chen aus der Aufzinsung von Ausleihungen in Hoéhe von
TEUR 862,1 (2017: TEUR 825,5) und aus Guthaben bei Kreditinsti-
tuten von TEUR 285,5 (2017: TEUR 128,1).

Die Ertrdge aus dem Abgang von und der Zuschreibung zu
Finanzanlagen enthalten im Wesentlichen Ertrage aus der Zu-
schreibung von verbundenen Unternehmen in Hohe von
TEUR 1.715,0 (2017: TEUR 900,0) und Fremdwé&hrungskursgewin-
ne aus Ausleihungen an verbundene Unternehmen. Im Vorjahr
waren Ertrage aus dem nachtraglichem VeréduBerungsergebnis
(2017: TEUR 3.037,0) aus dem teilweisen Verkauf der EQUI-Fibres
Beteiligungsgesellschaft mbH im Jahr 2016, Ertrage aus dem
Verkauf der LKF Tekstil Boya Sanayi ve Ticaret Anonim Sirketi
(2017: TEUR 239,5), sowie Ertrage aus der Aufzinsung von Auslei-
hungen (2017: TEUR 376,5) enthalten.

Die Aufwendungen aus Finanzanlagen beinhalten im Wesentli-
chen Abschreibungen von Ausleihungen in  Hohe von
TEUR 5.385,0 sowie Abschreibungen von Beteiligungen
TEUR 746,4. Im Vorjahr waren im Wesentlichen Fremdwé&hrungs-
verluste aus Ausleihungen an verbundene Unternehmen enthal-
ten.

Steuern vom Einkommen und vom Ertrag
Die laufenden Steuern vom Einkommen und vom Ertrag set-
zen sich wie folgt zusammen:

Steuern vom Einkommen und vom Ertrag 2018 2017

TEUR TEUR
Kérperschaftsteuer aus der Gruppenbesteuerung 32.778,0 42.501,5
Steuergutschrift vom Gruppentrager -385,8 216,8
Steuerumlagen der Gruppenmitglieder -10.825,6 -8.868,6
Steuerumlagen an Gruppenmitglieder 1.377,1 103,1
Sonstige Steuern vom Einkommen und vom Ertrag 185,0 171,8

Gesamt 23.128,6 34.124,7

In der Position Steuergutschrift vom Gruppentrager sind auch
Betrage aus Vorperioden enthalten; dies fihrt im Geschéftsjahr
2018 zu einem Steuerertrag in Hohe von TEUR 385,8 (2017: Steu-
eraufwand TEUR 216,8).

Die sonstigen Steuern vom Einkommen und vom Ertrag enthalten
wie im Vorjahr im Wesentlichen Kérperschaftsteuern aus Vorperi-
oden und auslandische Quellensteuern.



Sonstige Angaben

Angaben zu sonstigen finanziellen
Verpflichtungen und
auRerbilanziellen Geschéaften
Verpflichtungen aus der Nutzung von in der Bilanz nicht ausge-

wiesenen Sachanlagen liegen aufgrund von Leasing-, Pacht- und
Mietvertragen in folgendem Umfang vor:

Nutzungsverpflichtungen 31.12.2018 31.12.2017

TEUR TEUR
Im Folgejahr 3.259,1 3.375,0
In den folgenden funf Jahren 6.950,9 8.100,1

Verpflichtungen aus offenen Bestellungen fir die Lieferung von
Sachanlagen liegen in folgender Hohe vor:

Bestellobligo 31.12.2018 31.12.2017

TEUR TEUR
Bestellobligo fur Investitionsvorhaben 32.859,7 27.925,8
Davon gegentiber verbundenen Unternehmen 160,7 0,0

Aufgrund der Personaliiberlassung von Mitarbeiter/innen der
Lenzing Fibers (Grimsby) Ltd. hat sich die Lenzing AG verpflichtet,
die Lenzing Fibers (Grimsby) Ltd. aus diesem Titel schad- und
klaglos zu halten.

Im Ubrigen gibt es rechtlich unverbindliche Erklarungen, Tochter-
gesellschaften mit ausreichend finanziellen Mitteln auszustatten
(,weiche Patronatserklarungen®), die sich nicht an bestimmte
Personen richten.

Die Bankgarantien fur Verbindlichkeiten aus laufenden Geschafts-
beziehungen betragen zum 31. Dezember 2018 TEUR 1.853,8
(31. Dezember 2017: TEUR 1.687,6).

Verkauf von Forderungen / Factoring

Es bestehen Factoring-Vereinbarungen, aufgrund derer Banken
zum Ankauf bestimmter Forderungen aus Lieferungen und Leis-
tungen der Lenzing Gruppe Uber ein monatlich revolvierendes
Nominalvolumen verpflichtet sind. Die Lenzing Gruppe ist zum
Verkauf dieser Forderungen berechtigt. Die Vereinbarungen ha-
ben eine unbestimmte Laufzeit; jede Partei hat das Recht, die
Vereinbarungen mit einer Frist aufzukindigen und dann auslaufen
zu lassen. Die Factoring-Vereinbarungen haben per 31. Dezember
2018 ein maximal ausnutzbares Nominalvolumen von insgesamt
TEUR 50.000,0 (31. Dezember 2017: TEUR 50.000,0). Diese sind
seit dem Geschaftsjahr 2017 stillgelegt.
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Verwendung von derivativen
Finanzinstrumenten

Die Lenzing AG setzt Devisentermingeschéfte als Sicherungsge-
schafte ein, um Wahrungsrisiken aus dem operativen Geschaft zu
vermindern. Die Sicherungsgeschafte werden jéhrlich im Vor-
hinein auf Basis der voraussichtlichen Umsatzerlose bzw. Materi-
alaufwendungen in der betreffenden Fremdwé&hrung festgelegt.

Zum Bilanzstichtag bestanden folgende Devisentermingeschafte:

Nominale'

Art der derivativen
Finanzinstrumente

Devisentermingeschifte

CNY/CNH-Verkauf/EUR-Kauf 857.000

USD-Verkauf/EUR-Kauf
CZK-Verkauf/EUR-Kauf

178.500
203.800

1) Der Nominalwert wird als Bruttovolumen ausgewiesen

2) beizulegender Zeitwert: + = Forderung / - = Verbindlichkeit aus Sicht der Lenzing AG

Summe

Nettoposition

Art der derivativen
Finanzinstrumente

Devisentermingeschifte
CNY/CNH-Verkauf/EUR-Kauf
USD-Verkauf/EUR-Kauf
CZK-Verkauf/EUR-Kauf

843.000

180.100
189.800

Summe

Nettoposition

1) Der Nominalwert wird als Bruttovolumen ausgewiesen
2) beizulegender Zeitwert: + = Forderung / - = Verbindlichkeit aus Sicht der Lenzing AG

Die in den obigen Tabellen angegebenen beizulegenden Werte
der derivativen Finanzinstrumente entsprechen den Marktwerten
zum Bilanzstichtag. Sie wurden unter Anwendung anerkannter
finanzmathematischer und ggf. statistischer Bewertungsmodelle
und aktueller Marktparameter zum Bilanzstichtag durch Banken,
andere externe Partner bzw. intern ermittelt.

Bei den beizulegenden Werten der Sicherungsgeschéfte handelt
es sich um unrealisierte Gewinne bzw. Verluste, die sich mit den
gegenlaufigen Verlusten bzw. Gewinnen aus den dazugehérigen
Grundgeschaften (bestehende und kiinftige Fremdwahrungsfor-
derungen bzw. -verbindlichkeiten) ausgleichen.

Die Lenzing AG wendet die AFRAC-Stellungnahme ,Die unter-

nehmensrechtliche Bilanzierung von Derivaten und Sicherungsin-
strumenten® vom September 2017 an.
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31.12.2018

Beizulegender Zeitwert?

positiv negativ Bilanzposten
TEUR TEUR
149,4 -2.387,8 ubrige
’ ’ : Riickstellungen
439,5 -2.771,4 -
15,3 -24,2 -
604,2 -5.183,4
-4.579,2
31.12.2017

Beizulegender Zeitwert?

positiv negativ Bilanzposten
TEUR TEUR
471,9 -675,1 -
4.598,8 0,0 -
83,7 -28,9 R
5.154,4 -704,0

4.450,4

In Anwendung dieser Stellungnahme werden zum Bilanzstichtag
dokumentierte  Sicherungsbeziehungen (Bewertungseinheiten)
zwischen Devisentermingeschaften, die als Sicherungsinstrumen-
te dienen, und Grundgeschéften zur Absicherung von Fremdwéh-
rungsrisiken gebildet.

Liegt eine derartige Sicherungsbeziehung vor, ist ein Derivat am
Bilanzstichtag nicht gesondert zu bewerten. Bewertungsobjekt ist
vielmehr das bereits bilanzierte abgesicherte Grundgeschéaft
(Fremdwahrungsforderung bzw. -verbindlichkeit) zusammen mit
dem Sicherungsgeschaft (Devisentermingeschéft). AuRerdem
werden bei der Bemessung einer allfalligen Drohverlustriickstel-
lung mit an Sicherheit grenzender Wahrscheinlichkeit eintretende
gegenléaufige, erfolgswirksame Zahlungsstrome bericksichtigt
(zukiinftige Zahlungseingange aus geplanten Umsatzerldsen bzw.



Zahlungsausgange aus geplanten Materialaufwendungen in

Fremdwéhrung).

Im Jahresabschluss 2018 wurde eine Riickstellung fir drohende
Verluste fur negative Marktwerte von Derivaten mit einer ur-
sprunglichen Laufzeit von mehr als 12 Monaten in Hohe von
TEUR 381,6 (31. Dezember 2017: TEUR 0,0) gebildet. Zum
31. Dezember 2018 wurde auf eine Drohverlustrickstellung aus
kurzfristigen Sicherungsbeziehungen zukunftiger Zahlungsstrome
in Héhe von TEUR 4.801,8 (31. Dezember 2017: TEUR 704,0) ver-
zichtet, da sich diese unrealisierten Verluste mit hoher Eintritts-
wahrscheinlichkeit mit den gegenlaufigen unrealisierten Gewin-
nen aus den zukinftigen Zahlungseingangen bzw. Zahlungsaus-
gangen in Fremdwéhrung ausgleichen werden.

Der wirksame Ausgleich zwischen unrealisierten Verlusten und
Gewinnen wird durch Effektivitatstests nachgewiesen. Bei
Fremdwé&hrungsabsicherungen werden die Grundgeschafte und
die Sicherungsinstrumente fur die Effektivitdtsmessung je Wah-
rung in zumindest quartalsweisen Laufzeitbdndern zusammenge-
fasst. Die prospektive Sicherungswirkung der Sicherungsbezie-
hungen wird durch einen Vergleich der wesentlichsten Konditio-
nen nachgewiesen. Dabei werden die geplanten Grundgeschéfte
den abgeschlossenen Sicherungsinstrumenten gegentbergestellt.
Die retrospektive Sicherungswirkung der Bewertungseinheiten
wird durch Vergleich der seit Sicherungsbeginn tatséchlich erfolg-
ten Zahlungsstrome der Grundgeschéfte mit den tatsachlichen

Zahlungsstromen der Sicherungsinstrumente nach der Kompen-
sierungsmethode beurteilt. Aufgrund der identen, aber gegenlau-
figen Parameter kann von einer hoch wirksamen Sicherungsbe-
ziehung ausgegangen werden.

An der Bonitat der Kontrahenten, die an einer Bewertungseinheit
beteiligt sind, bestehen zum Bilanzstichtag keinerlei Zweifel.

Organe und Arbeitnehmer/innen

Durchschnittliche Zahl der Mitarbeiter/innen

(Képfe) 2018 2017
Angestellte 1.187 1.070
Arbeiter/innen 1.510 1.448
Gesamt 2.697 2.518

Beziehungen zu den Mitgliedern des
Vorstandes und den Mitgliedern des
Aufsichtsrates der Lenzing AG

Die seitens der Lenzing AG aufgewendeten laufenden Bezlge fix

und variabel der aktiven Mitglieder des Vorstandes setzen sich
wie folgt zusammen:

Laufende Beziige fix und variabel der aktiven Mitglieder des Vorstands (aufgewendet) TEUR
Mag. Th f,
Dr. Stefan Doboczky, MBA Robert van de Kerkhof, MBA a9 on’::;:bendrau ’ Dr. Heiko Arnold’ Summe
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017

Laufende

. X 777,9 642,6 437,2 437,2 397,2 397,3 397,5 327,9 2.009,8 1.805,1
Bezlige fix
Laufende

. . 588,3 1.731,8 213,0 653,8 250,2 759,5 272,0 181,3 1.323,5 3.326,4
Bezlige variabel
Summe 1.366,2 2.374,4 650,2 1.091,0 647,4 1.156,8 669,5 509,3 3.333,3 5.131,4

1) Mitglied des Vorstands seit 1. Méarz 2017.

Die oben dargestellten Betrage im Geschéftsjahr 2018 von insge-
samt TEUR 3.333,3 (2017: TEUR 5.131,4) betreffen kurzfristig fallige
Leistungen (laufende Beziige fix und variabel). Ferner wurden den
aktiven Mitgliedern des Vorstandes aufwandswirksam Leistungen
nach Beendigung des Arbeitsverhaltnisses in Hohe von TEUR
235,7 (2017: TEUR 216,4) fur die betriebliche Altersversorgung
sowie fur die betriebliche Mitarbeitervorsorgekasse gewahrt.
Dariber hinaus haben sich die Ruckstellungen fur Anspriiche der
aktiven Mitglieder des Vorstandes aus langfristigen Bonusmodel-
len (andere langfristig féllige Leistungen) im Geschéftsjahr 2018
um TEUR 1.940,5 aufwandswirksam erhéht (2017: TEUR 1.501,2).

Entsprechend der fur das Geschéftsjahr 2018 gliltigen Vertrage ist
die ZielgroRe fur den langfristigen Bonusanteil fur alle Vorstands-
mitglieder die Steigerung des nach einer vereinbarten Formel zu
berechnenden Unternehmenswertes des Lenzing Konzerns (unter
Berticksichtigung des EBITDA und der Nettoverschuldung), je-
weils Uber einen mehrjahrigen Berechnungszeitraum. Die Bonus-
zahlungen setzen das Erreichen von Mindestwertsteigerungen
voraus und sind nach oben hin begrenzt. Wird ein durch die Ge-

sellschaft ausgesprochenes Verlangerungsangebot nach Ablauf
der aktuellen Vertragslaufzeit nicht angenommen, wird ein grund-
satzlich bestehender Bonusanspruch reduziert. Die Auszahlung
erfolgt in Form einer Geldleistung und wird als andere langfristig
fallige Leistung nach IAS 19 eingestuft.

Im Zuge der Wiederbestellung von Herrn Dr. Stefan Doboczky,
MBA im Dezember 2017 fur die Periode von 1. Juni 2018 bis 31.
Dezember 2022 (,Neuvertrag“) wurde die im Vorstandsvertrag
tber die Periode 1. Juni 2015 bis 31. Mai 2018 (,Altvertrag®) ver-
einbarte teilweise Auszahlung in Form von Aktien in eine vollstan-
dige Barauszahlung geandert. Im Geschaftsjahr 2017 wurde wie in
den Vorjahren ein Aufwand von TEUR 742,8 fir den Bonusan-
spruch, der in Eigenkapitalinstrumenten erfillt werden sollte,
innerhalb des Personalaufwandes als anteilbasierte Vergitung
nach IFRS 2 erfasst. Die Gewinnriicklagen wurden gegenlaufig
um den gleichen Betrag erhoht. Die Bewertung der anteilsbasier-
ten Vergutung erfolgte unter Berlcksichtigung von Abzinsungs-
effekten und der Wahrscheinlichkeit der Inanspruchnahme, je-
doch ohne erwartete Dividenden. Anlésslich der Anderung in eine
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vollstandige Barauszahlung wurde die Zusage als andere langfris-
tig féllige Leistung nach IAS 19 eingestuft, es erfolgte daher eine
Ausweisumgliederung von den Gewinnrlcklagen in die Riuckstel-
lungen. Die Auszahlung des langfristigen Bonusanteils des Altver-
trages erfolgt zu 50 Prozent im Jahr 2018 und zu weiteren 50
Prozent im Jahr 2019, sofern das Mandat nicht vorzeitig zu-
rickgelegt wird.

Bei Herrn Mag. Thomas Obendrauf, MBA ist durch die Verlange-
rung des Vorstandsmandates (bis 30. Juni 2022) die Nebenbedin-
gung zur Erfallung des Anspruches nunmehr erreicht. Daher wur-
de im Abschluss zum 31. Dezember 2018 erstmalig eine Ruck-
stellung gebildet, die Auszahlung erfolgt im Jahr 2019.

Neben der Verlangerung von Herrn Mag. Thomas Obendrauf,
MBA wurde auch das Vorstandsmandat von Herrn Robert van de
Kerkhof, MBA verlangert (bis 31. Dezember 2023). Im Zuge des-
sen wurden die Vertrage aller vier Vorstande im Janner 2019,
insbesondere hinsichtlich der Regelung der variablen Vergltungs-
anteile, neu verfasst. Die neue ZielgroRe fur den langfristigen
Bonusanteil setzt sich aus ausgewahlten Kennzahlen der Lenzing
Gruppe, jeweils Uber einen dreijahrigen Berechnungszeitraum,
zusammen. Zuséatzlich wird in diesen Berechnungszeitraumen die
Kapitalmarktperformance der Gesellschaft im Vergleich zu einer
ausgewahlten Gruppe borsennotierter Unternehmen bewertet.
Hierzu wird der sog. Total Shareholder Return — also die Aktien-
kursentwicklung inklusive Dividendenausschuttung — ermittelt
und der Vergleichsgruppe gegenibergestellt. Die Auszahlung des
langfristigen Bonusanteiles erfolgt kinftig in Tranchen jeweils
nach Ablauf des entsprechenden Berechnungszeitraumes unab-
hangig einer Verlangerung des Vorstandsmandates.

Die Aufwendungen fiir die aktiven Mitglieder des Aufsichtsrates
der Lenzing AG (kurzfristig fallige Leistungen in Form von Auf-
sichtsratsvergiitungen inkl. Sitzungsgeldern und Ruckstellungs-
verédnderungen) betragen 2018 TEUR 906,0 (2017: TEUR 788,7).

Die aufgewendeten Vergltungen fur das Management in Schlis-
selpositionen im Rahmen ihrer Funktion, das sich aus den aktiven
Mitgliedern des Vorstandes und des Aufsichtsrates der Lenzing
AG zusammensetzt, stellen sich zusammengefasst somit wie folgt
dar (inklusive Ruckstellungsveranderungen):

umsgeldzahlungen) im Rahmen ihres Dienstvertrages zu. Die
Entlohnung entspricht einer angemessenen Vergitung fiur die
ausgelbte Funktion bzw. Tatigkeit im Unternehmen.

In markt- und konzerntblicher Weise gewéhrt die Lenzing AG den
Mitgliedern des Vorstandes, wie auch tlw. ihren leitenden Ange-
stellten und dem Aufsichtsrat, weitere Leistungen, die als geld-
werte Vorteile angesehen werden. So besteht Versicherungs-
schutz (D&O, Unfall, Rechtsschutz etc.), dessen Kosten von der
Lenzing Gruppe getragen wird. Es erfolgen Gesamtpramienzah-
lungen an die Versicherer, sodass eine spezifische Zuordnung an
den Vorstand und Aufsichtsrat nicht stattfindet. AuBerdem wer-
den den Mitgliedern des Vorstandes und tlw. den leitenden Ange-
stellten Geschéaftsfahrzeuge zur Nutzung Uberlassen. Daneben
erhalten die Mitglieder des Vorstandes und des Aufsichtsrates
Aufwandersatz fir angefallene Kosten, insbesondere fur Reise-
spesen. Die Grundsatze des Vergitungssystems fur Vorstand und
Aufsichtsrat sind im Corporate Governance-Bericht 2018 der
Lenzing Gruppe detailliert ausgefuhrt und veroffentlicht.

Mitgliedern des Vorstandes und des Aufsichtsrates wurden keine
Vorschusse, Kredite oder Haftungen gewahrt. Die Lenzing Grup-
pe ist keine Haftungsverhéltnisse zu Gunsten des Vorstandes und
des Aufsichtsrates eingegangen. Directors’ Dealings-Meldungen
der Mitglieder des Vorstandes und des Aufsichtsrates werden auf
der Website der Osterreichischen Finanzmarktaufsichtsbehérde
verdffentlicht (siehe http:/www.fma.gv.at).

Fur die ehemaligen Mitglieder des Vorstands der Lenzing AG oder
deren Hinterbliebene wurden Leistungen nach Beendigung des
Arbeitsverhaltnisses in Form von Ertragen in der Gewinn- und
Verlustrechnung in Hohe von TEUR 231,9 (2017: Aufwendungen
TEUR 342,1) erfasst. Der Barwert der dafir gebildeten Pensions-
rckstellung nach Abzug des beizulegenden Zeitwerts des Plan-
vermdgens (Nettoschuld) betragt zum 31. Dezember 2018
TEUR 6.151,6 (31. Dezember 2017: TEUR 7132,8).

Honorare des Abschlusspriifers

Die vereinbarten Honorare fiur Leistungen der KPMG Austria
GmbH, Linz setzten sich wie folgt zusammen:

Vergiitung des Managements in TEUR Vereinbarte Honorare des Abschlusspriifers 2018 2017
Schliisselpositionen (aufgewendet) TEUR TEUR
2018 2017 Prufung des Jahresabschlusses
. 264,5 248,0

Vergiitung des Vorstandes (inkl. Konzernabschluss)
Kurzfristig fallige Leistungen 3. 558, & 5.131,4 Andere Bestatigungsleistungen 103,8 97,0
Andere langfristig fallige Leistungen 1.940,5 1.501,2 Sonstige Leistungen 0,0 0,0
Leistungen nach Beendigung des Gesamt 368,3 345,0

. . 235,7 216,4
Arbeitsverhaltnisses
Anteilsbasierte Verglitungen 0,0 742,8
Vergiitung des Vorstandes 5.509,4 7.591,9
Vergiitung des Aufsichtsrats
Kurzfristig fallige Leistungen 906,0 788,7
Summe 6.415,4 8.380,6

Den vom Betriebsrat delegierten Arbeitnehmervertretern im Auf-
sichtsrat steht neben den vorgenannten Leistungen eine regulare
Entlohnung (Lohn oder Gehalt und Abfertigungs- sowie Jubilé-
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Angaben zur Gruppenbesteuerung

Die steuerliche Unternehmensgruppe mit der B&C Gruppe wurde
im Geschaftsjahr 2017 neu strukturiert und der neue Gruppentréa-
ger ist die B&C Holding Osterreich GmbH, Wien.

Die Lenzing AG und die im Gruppenvertrag einbezogenen Toch-
tergesellschaften sind Gruppenmitglieder in der zwischen der
B&C Holding Osterreich GmbH als Gruppentrager und der
Lenzing AG  sowie  weiteren  Tochtergesellschaften  der
Lenzing AG als Gruppenmitglieder am 20. Juli 2017 abgeschlos-
senen steuerlichen Unternehmensgruppe gemal § 9 KStG.

Im Zuge der Gruppenbesteuerung kommt es zwischen den ein-
bezogenen Gruppenmitgliedern zu einer Aufrechnung von steuer-
lichen Gewinnen und Verlusten. Zukinftige Steuerverpflichtungen
aus der Anrechnung von Verlusten auslandischer Tochtergesell-
schaften werden ohne Abzinsung im Jahresabschluss erfasst. Der
Gruppen- und  Steuerausgleichsvertrag  verpflichtet  die
Lenzing AG, eine Steuerumlage in Hohe der auf den steuerpflich-
tigen Gewinn der Gesellschaft und der in die Gruppe einbezoge-
nen Tochtergesellschaften entfallenden Korperschaftsteuer zu
entrichten. Allféllige beim Gruppentrager auf das gesamte Grup-
penergebnis effektiv anrechenbare in- und auslandische Quellen-
steuern sowie weitergeleitete Mindestkorperschaftsteuern kirzen
die von der Lenzing AG zu zahlende Steuerumlage. Bei nachtrag-
lichen Abweichungen des Steuererfordernisses werden die Steu-
erverrechnungen gegeniiben den Gruppenmitgliedern angepasst.

Sofern im Veranlagungsjahr laufende Verluste bzw. Verlustvortra-
ge, die vom Gruppentrager selbst verursacht wurden, gegen
positive Ergebnisse der Steuergruppe der Lenzing AG verrechnet
werden koénnen, kommt es zu einer Reduktion der von der
Lenzing AG zu leistenden Steuerumlage. Die Reduktion der Steu-
erumlage betragt 25 Prozent des geltenden Korperschaftsteuer-
satzes (somit 6,25 Prozent) der in einem Veranlagungsjahr des

Gruppentragers mit positiven Ergebnissen verrechneten gruppen-
tragereigenen laufenden Verluste bzw. Verlustvortrage.

Aus der steuerlichen Unternehmensgruppe hat die Lenzing AG im
Geschéftsjahr 2018 (inklusive Betrage aus Vorperioden) eine Steu-
ergutschrift in Hohe von TEUR 385,8 (2017: Steuerlastschrift
TEUR -216,8) ergebniswirksam verbucht. Im Jahr 2018 erfolgten
gemal der vertraglichen Verpflichtung die Zahlung bzw. Voraus-
zahlung der Steuerumlage an den Gruppentréger in Summe von
TEUR 39.250,5 (2017: TEUR 50.071,9).

Zum 31. Dezember 2018 bilanziert die Lenzing AG aus der Steu-
erumlage nach Abzug der Vorauszahlung eine Forderung in Héhe
von TEUR 2.391,2 gegentiber dem Gruppentrager. Diese wird im
Bilanzposten ,Forderungen gegentiber verbundenen Unterneh-
men“ ausgewiesen (31. Dezember 2017: Verbindlichkeit gegen-
Uber verbundene Unternehmen TEUR 4.671,2).

Ein steuerlicher Verlust der Lenzing AG inklusive der beteiligten
Tochtergesellschaften wird evident gehalten und mit kunftigen
steuerlichen Gewinnen verrechnet. Fur bei Beendigung des Ver-
trages nicht verrechnete Verluste ist eine Ausgleichszahlung ver-
einbart.

Mit den einbezogenen Tochtergesellschaften wurde ein Ergan-
zungsvertrag abgeschlossen. Dieser Vertrag verpflichtet das je-
weilige Osterreichische Gruppenmitglied, eine Steuerumlage in
Hohe der auf seinen steuerpflichtigen Gewinn entfallenden Kor-
perschaftsteuer an die Lenzing AG zu entrichten. Die Lenzing AG
ist verpflichtet, der jeweiligen Gesellschaft im Fall eines Verlustes
eine Steuergutschrift in der Hohe der durch den Verlust bewirkten
Steuerentlastung zu erteilen.
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Direkte Beteiligungen zum 31.12.2018

Eigenkapital
31.12.2018

Beteiligung Nennkapital

—
Avit Investments Limited, Providenciales, Turks & Caicos
Beech Investment s.r.o., Zlaté Moravce, Slowakei
BZL-Bildungszentrum Lenzing GmbH, Lenzing
EQUI-Fibres Beteiligungsgesellschaft mbH, Kelheim, Deutschland
European Precursor GmbH, Kelheim, Deutschland

innitzi ied| lIschaft m.b.H. fi Bezirk Vécklabruck.
fee:;il;nu zige Siedlungsgesellschaft m Ur den Bezirk Vocklabruck,

LD Celulose S.A., Sao Paulo, Brasilien
LD Florestal S.A., Sao Paulo, Brasilien
Lenzing (Thailand) Co., Ltd., Bangkok, Thailand
Lenzing Fibers (Hongkong) Ltd., Hong Kong, China
Lenzing Fibers (Shanghai) Co., Ltd., Shanghai, China
Lenzing Fibers Holding GmbH, Lenzing
Lenzing Global Finance GmbH, Munchen, Deutschland
Lenzing Land Holding LLC., Dover, USA
Lenzing Modi Fibers India Private Limited, Mumbai, Indien
Lenzing Papier GmbH, Lenzing
Lenzing Singapore Pte. Ltd., Singapur, Republik Singapur
Penique S.A., Panama, Panama
PT. Pura Golden Lion, Jakarta, Indonesien
PT. South Pacific Viscose, Purwakarta, Indonesien
Pulp Trading GmbH, Lenzing
RVL Reststoffverwertung Lenzing GmbH, Lenzing

WWE Wohn- und Wirtschaftspark Entwicklungsgesellschaft m.b.H., Wien

1) 2017

2) Der direkt von der Lenzing AG gehaltene Anteil betragt 44,27 Prozent, inkl. der indirekt gehaltenen Anteile betragt der durchgerechnete Anteil 92,85 Prozent.

3) Eigenkapital und Ergebnis wurden nach lokalem Recht ermittelt.

4) Eigenkapital und Ergebnis wurden aus den zur Erstellung des Konzernabschlusses herangezogenen Abschliissen, welche entsprechend IFRS aufgestellt wurden, entnommen.
5) Vorlaufig

6) Wert laut Liquidationsbilanz vom 9. Dezember 2017. Die Gesellschaft befindet sich in Liquidation, die wirtschaftlich betrachtet bereits zum 31. Dezember 2013 weitgehend
abgeschlossen war. Die Lenzing AG rechnet mit keinen wesentlichen weiteren Belastungen.
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Direkte Beteiligungen zum 31.12.2017

Eigenkapital
31.12.2017

Beteiligung Nennkapital

—
Avit Investments Limited, Providenciales, Turks & Caicos
Beech Investment s.r.o., Zlaté Moravce, Slowakei
BZL-Bildungszentrum Lenzing GmbH, Lenzing
EQUI-Fibres Beteiligungsgesellschaft mbH, Kelheim, Deutschland
European Precursor GmbH, Kelheim, Deutschland

Gemeinnutzige Siedlungsgesellschaft m.b.H. fiir den Bezirk Vocklabruck, i
Lenzing 1.155.336 37.333,2

Lenzing (Thailand) Co., Ltd., Bangkok, Thailand
Lenzing Fibers (Hongkong) Ltd., Hong Kong, China
Lenzing Fibers (Shanghai) Co., Ltd., Shanghai, China
Lenzing Fibers Holding GmbH, Lenzing
Lenzing Global Finance GmbH, Minchen, Deutschland
Lenzing Land Holding LLC., Dover, USA
Lenzing Modi Fibers India Private Limited, Mumbai, Indien
Lenzing Papier GmbH, Lenzing
Lenzing Singapore Pte. Ltd., Singapur, Republik Singapur
Penique S.A., Panama, Panama
PT. Pura Golden Lion, Jakarta, Indonesien
PT. South Pacific Viscose, Purwakarta, Indonesien
Pulp Trading GmbH, Lenzing
RVL Reststoffverwertung Lenzing GmbH, Lenzing

WWE Wohn- und Wirtschaftspark Entwicklungsgesellschaft m.b.H., Wien

1) 2016

2) Der direkt von der Lenzing AG gehaltene Anteil betragt 44,27 Prozent, inkl. der indirekt gehaltenen Anteile betrégt der durchgerechnete Anteil 92,85 Prozent.

3) Eigenkapital und Ergebnis wurden nach lokalem Recht ermittelt.

4) Eigenkapital und Ergebnis wurden aus den zur Erstellung des Konzernabschlusses herangezogenen Abschliissen, welche entsprechend IFRS aufgestellt wurden, entnommen.
5) Vorlaufig

6) Wert laut Liquidationsbilanz vom 9. Dezember 2016. Die Gesellschaft befindet sich in Liquidation, die wirtschaftlich betrachtet bereits zum 31. Dezember 2013 weitgehend
abgeschlossen war. Die Lenzing AG rechnet mit keinen wesentlichen weiteren Belastungen.

Gewinnverteilungsvorschlag fiir den
Bilanzgewinn 2018

Vorbehaltlich des Beschlusses der Hauptversammlung erfolgt auf
je eine Aktie die Auszahlung einer Dividende in der oben angege-
benen Hohe. Die Dividendenauszahlung erfolgt ab 25. April 2019
bei der

Das Geschaftsjahr 2018 endet mit einem Jahrestberschuss von

nach Zuweisung zu (freien) Gewinnriicklagen von

und nach Hinzurechnung des Gewinnvortrages 2017 von

verbleibt ein Bilanzgewinn von

UniCredit Bank Austria AG
Rothschildplatz 1
1020 Wien

Der Vorstand schlégt folgende Verteilung des Bilanzgewinnes
vor:

Ausschittung einer Dividende entsprechend einem Betrag von
EUR 5,00 je Aktie auf das dividendenberechtigte Grundkapital von
EUR 27.574.071,43 bzw. 26.550.000 Stiickaktien

Die Aktien werden ab 23. April 2019 an der Wiener Borse ex
Dividende gehandelt.

Auf neue Rechnung werden vorgetragen
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Organe der Gesellschaft

Mitglieder des Aufsichtsrates
e Dr. Hanno Bastlein
Vorsitzender
e Dr. Christoph Kollatz
Stellvertretender Vorsitzender (seit 12. April 2018)
e Dr. Veit Sorger
Stellvertretender Vorsitzender
e Dr. Felix Strohbichler
Stellvertretender Vorsitzender (bis 12. April 2018)
Mag. Helmut Bernkopf
Dipl.-Bw. Peter Edelmann (seit 12. April 2018)
Dr. Felix Fremerey (seit 12. April 2018)
KR Dr. Franz Gasselsberger, MBA
Mag. Patrick Priigger
Dr. Astrid Skala-Kuhmann
Dr. Josef Krenner (bis 12. April 2018)

Vom Betriebsrat delegiert

e Johann Schernberger
Vorsitzender des Konzernbetriebsrates
Vorsitzender des Betriebsausschusses
Vorsitzender des Arbeiterbetriebsrates

e Georg Liftinger
Vorsitzender des Angestelltenbetriebsrates
Stellvertretender Vorsitzender des Betriebsausschusses

e Helmut Kirchmair
Stellvertretender Vorsitzender des Arbeiterbetriebsrates

e Herbert Brauneis
Stellvertretender Vorsitzender des Arbeiterbetriebsrates (seit
12. April 2018)

® Ing. Daniela Fodinger
Stellvertretende Vorsitzende des Angestelltenbetriebsrates

Mitglieder des Vorstandes

e Dr. Stefan Doboczky, MBA
Chief Executive Officer (CEO)
Vorstandsvorsitzender

® Robert van de Kerkhof, MBA
Chief Commercial Officer (CCO)
Mitglied des Vorstandes

e Mag. Thomas Obendrauf, MBA
Chief Financial Officer (CFO)
Mitglied des Vorstandes

e Dr. Heiko Arnold
Chief Technology Officer (CTO)
Mitglied des Vorstandes (seit 1. Mai 2017)
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Wesentliche Ereignisse nach dem
Bilanzstichtag

Nach dem Bilanzstichtag 31. Dezember 2018 sind keine Vorgange
von wesentlicher Bedeutung fiir die Lenzing AG bekannt gewor-
den, die zu einer anderen Darstellung der Vermogens-, Finanz-
und Ertragslage gefihrt hatten.

Lenzing, am 5. Mérz 2019
Lenzing Aktiengesellschaft

Der Vorstand

Dr. Stefan Doboczky, MBA Robert van de Kerkhof, MBA Mag. Thomas Obendrauf, MBA Dr. Heiko Arnold
Chief Executive Officer Chief Commercial Officer Chief Financial Officer Chief Technology Officer
Vorstandsvorsitzender Mitglied des Vorstandes Mitglied des Vorstandes Mitglied des Vorstandes
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Lenzing AG

Entwicklung des Anlagevermdgens

fir den Zeitraum 01. Janner 2018 bis 31. Dezember 2018

I. Immaterielle Ver tinde

1. Rechte

2. Firmenwert

Summe Immaterielle Vermégensgegenstinde

1. Sachanlagen

1. Grundsticke, grundstiicksgleiche Rechte und Bauten,
einschlieRlich der Bauten auf fremdem Grund

a) Wohngebaude

Grundwert

Gebaudewert

b) Geschéfts- und Fabriksgeb&ude und andere
Baulichkeiten

Grundwert

Gebaudewert

¢) Unbebaute Grundsticke

2. Technische Anlagen und Maschinen

3. Andere Anlagen, Betriebs- und Geschéftsausstattung

4. Anlagen in Bau

5. Geleistete Anzahlungen

Summe Sachanlagen

Ill. Finanzanlagen

1. Anteile an verbundenen Unternehmen

2. Ausleihungen an verbundene Unternehmen

3. Beteiligungen

4. Wertpapiere (Wertrechte) des Anlagevermégens

5. Sonstige Ausleihungen

Summe Finanzanlagen

1) inklusive geringwertige Vermdgensgegenstande in Héhe von EUR 1.042.825,95.
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Anschaffungskosten

Zugiange

2.560.482,60

2.560.482,60

5.342.753,35

5.342.753,35

38.853.202,06
7.194.478,92*
53.472.900,20
5.909.732,35
110.773.066,88

52.042.390,72
51.971.000,00
7.020.480,37

1.232.898,66
112.266.769,75

225.600.319,23

—399.367,20

-399.367,20

—399.179,90

-399.179,90

—9.547.589,15
-6.046.171,71"

-15.992.940,76

—2.847.1566,95

—137.208,08
—1.737.842,64
-4.722.207,67

-21.114.515,63




Abschreibungen
kumuliert

01.01.2018

EUR

57.267.321,47

201.458,58

57.468.780,05

0,04

1.026.273,73

0,00

130.721.152,16

0,00

131.747.425,93

998.797.772,10

56.718.477,98

0,00

0,00

1.187.263.676,01

24.982.999,68

1.808.314,43

1.997.395,95

1.474.007,25

2.427.939,17

32.690.656,48

1.277.423.112,54

kumulierte Abschreibung

Zuschreibungen

0,00
0,00

-1.715.000,00
—283.815,29

—23.941,74

-2.022.757,03

-2.022.757,03

—399.259,70

-399.259,70

—368.443,63

-368.443,63

-9.509.303,11

-5.963.345,09"

-15.841.091,83

-16.240.351,53

Buchwert

4.548.603,59

405.432,64

4.954.036,23
3.330.897,89
2.176.628,54
1.683.122,57

131.892.513,84
2.631.751,85

141.714.914,69

402.866.235,98

I

17.628.937,42
10.550.386,60

471.447.320,09

1.121.067.726,69
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Lenzing AG

Entwicklung der Zuschiisse der 6ffentlichen Hand

fir den Zeitraum 01. Janner 2018 bis 31. Dezember 2018

" M . " Stand am
Zuschiisse der 6ffentlichen Hand Zugang Auflésung 3112.2018
A. Investitionszuschiisse EUR

I. Investitionszuschiisse der 6ffentlichen
Hand

1. Grundsticke, grundstticksgleiche Rechte

und Bauten, einschlieBlich der Bauten auf -125.793,80 1.235.033,52
fremdem Grund

2. Technische Anlagen und Maschinen 719.044,35 -527.584,50 6.425.965,97

LAl iebs-
3 nd?re Anlagen, Betriebs- und —45.809,76 465.688, 54
Geschéftsausstattung
719.044,35 -699.188,06 8.126.688,03
Il. Emissionszertifikate 3.281.422,00 -917.086,00 6.192.587,42

4.000.466,35 -1.616.274,06 14.319.275,45
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Bestatigungsvermerk

Bericht zum Jahresabschluss
Wir haben den Jahresabschluss der

Lenzing Aktiengesellschaft,
Lenzing,

bestehend aus der Bilanz zum 31. Dezember 2018, der Gewinn-
und Verlustrechnung fur das an diesem Stichtag endende Ge-
schaftsjahr und dem Anhang, gepruft.

Nach unserer Beurteilung entspricht der Jahresabschluss den
gesetzlichen Vorschriften und vermittelt ein moglichst getreues
Bild der Vermogens- und Finanzlage zum 31. Dezember 2018
sowie der Ertragslage der Gesellschaft fur das an diesem Stichtag
endende Geschiftsjahr in Ubereinstimmung mit den ésterreichi-
schen unternehmensrechtlichen Vorschriften

Grundlage fiir das Priifungsurteil

Wir haben unsere Abschlusspriifung in Ubereinstimmung mit der
EU-Verordnung Nr 537/2014 (im Folgenden AP-VO) und mit den
osterreichischen Grundsatzen ordnungsgemaler Abschlusspri-
fung durchgefiihrt. Diese Grundsatze erfordern die Anwendung
der International Standards on Auditing (ISA). Unsere Verantwort-
lichkeiten nach diesen Vorschriften und Standards sind im Ab-
schnitt "Verantwortlichkeiten des Abschlussprifers fir die Pri-
fung des Jahresabschlusses" unseres Bestatigungsvermerks wei-
tergehend beschrieben. Wir sind von der Gesellschaft unabhéngig
in Ubereinstimmung mit den 6sterreichischen unternehmens-
rechtlichen und berufsrechtlichen Vorschriften und wir haben
unsere sonstigen beruflichen Pflichten in Ubereinstimmung mit
diesen Anforderungen erfillt. Wir sind der Auffassung, dass die
von uns erlangten Prifungsnachweise ausreichend und geeignet
sind, um als Grundlage fur unser Prufungsurteil zu dienen.

Besonders wichtige Priifungssachverhalte
Besonders wichtige Priifungssachverhalte sind solche Sachverhal-
te, die nach unserem pflichtgemalen Ermessen am bedeutsams-
ten fur unsere Prifung des Jahresabschlusses des Geschaftsjah-
res waren. Diese Sachverhalte wurden im Zusammenhang mit
unserer Prifung des Jahresabschlusses als Ganzem und bei der
Bildung unseres Prifungsurteils hierzu berticksichtigt und wir
geben kein gesondertes Prifungsurteil zu diesen Sachverhalten
ab.

Werthaltigkeit der Beteiligung an der EQUI-Fibres
Beteiligungsgesellschaft mbH (EFB) sowie der
Forderungen gegeniiber dem Kaufer der EFB
einschlieRlich dessen Tochterunternehmen

Siehe Anhang ,Erlduterungen zur Bilanz“ und ,Erlauterungen zur
Gewinn- und Verlustrechnung®

Das Risiko fur den Abschluss

Auf Grund eines Brandes im Geschéftsjahr 2018 in einem Werk
der EQUI-Fibres Beteiligungsgesellschaft mbH Gruppe ("EFB") hat
die Lenzing Aktiengesellschaft die Beteiligung an der EFB sowie
die Forderungen gegenlber dem Ké&ufer der EFB einschlieBlich
dessen Tochtergesellschaften auf ihre Werthaltigkeit Gberprift.
Infolgedessen wurden in den Ausleihungen ausgewiesene lang-
fristige Darlehen sowie die ausstehende Kaufpreisforderung um
MEUR 5,4 wertberichtigt.

Die Bewertung von Beteiligungen erfordert Annahmen und Schat-
zungen, wie insbesondere die Schatzung der kinftigen Einzah-
lungsliberschisse sowie die Festlegung des anzuwendenden
Diskontierungszinssatzes. Die Ermittlung des beizulegenden Wer-
tes von Ausleihungen erfordert zudem Einschatzungen von Aus-
fallswahrscheinlichkeiten und Ruckzahlungen. Die den Bewer-
tungsmodellen zugrundeliegenden Annahmen sind in hohem Maf3
von der Einschatzung der gesetzlichen Vertreter abhangig.

Fir den Jahresabschluss besteht damit das Risiko, dass nicht
angemessene Annahmen und Schéatzungen eine wesentliche
Auswirkung auf die Bewertungsergebnisse und damit den Wert-
ansatz von Beteiligungen und Ausleihungen in der Bilanz und das
Finanzergebnis in der Gewinn- und Verlustrechnung haben kon-
nen.

Unsere Vorgehensweise in der Prifung

Zur Beurteilung der Angemessenheit der dem Beteiligungsbewer-
tungsmodell zugrunde gelegten Planungsdaten haben wir diese
anhand der aus den im Rahmen der Gesellschaftersitzungen der
Beteiligungsgesellschaft zur Verfigung gestellten Unterlagen und
den Gesprachen mit dem Management der Lenzing Aktiengesell-
schaft gewonnenen Informationen gewdirdigt. Zudem haben wir
die Planungsdaten mit den historischen Planungsdaten der Betei-
ligungsgesellschaft abgeglichen und erhoben wie die historischen
Erfahrungen die Planung des Managements beeinflussen und ob
externe Faktoren addquat berlcksichtigt wurden. Dariiber hinaus
haben wir die Methodik des durchgefihrten Wertminderungs-
tests, der Annahmen zur Festlegung der Wachstumsrate sowie
der Ermittlung der Diskontierungszinssatze nachvollzogen und
beurteilt, ob diese den Grundsatzen der Bewertung entsprechen.

Zur Beurteilung der Angemessenheit der in den Bewertungsmo-
dellen der Ausleihungen zugrunde gelegten Annahmen Uber
Ausfallswahrscheinlichkeiten und Ruckzahlungen haben unsere
Bewertungsspezialisten diese mit markt- und branchenspezifi-
schen Richtwerten abgeglichen und die rechnerische Richtigkeit
des Berechnungsschemas Uberprift. Zusatzlich haben wir in
Gesprachen mit den zustandigen leitenden Personen im Unter-
nehmen erértert und erhoben ob externe Faktoren und aktuelle
Informationen zur wirtschaftlichen Situation der Erwerbsgesell-
schaft als Gruppe adaquat bertcksichtigt wurden.
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Verantwortlichkeiten der gesetzlichen
Vertreter und des Priifungsausschusses fiir den
Jahresabschluss

Die gesetzlichen Vertreter sind verantwortlich fur die Aufstellung
des Jahresabschlusses und dafiir, dass dieser in Ubereinstimmung
mit den O&sterreichischen unternehmensrechtlichen Vorschriften
ein moglichst getreues Bild der Vermogens , Finanz- und Ertrags-
lage der Gesellschaft vermittelt. Ferner sind die gesetzlichen
Vertreter verantwortlich fur die internen Kontrollen, die sie als
notwendig erachten, um die Aufstellung eines Jahresabschlusses
zu ermoglichen, der frei von wesentlichen — beabsichtigten oder
unbeabsichtigten — falschen Darstellungen ist.

Bei der Aufstellung des Jahresabschlusses sind die gesetzlichen
Vertreter dafur verantwortlich, die Fahigkeit der Gesellschaft zur
Fortfihrung der Unternehmenstéatigkeit zu beurteilen, Sachverhal-
te im Zusammenhang mit der Fortfihrung der Unternehmensta-
tigkeit — sofern einschlagig — anzugeben sowie dafiir, den Rech-
nungslegungsgrundsatz der Fortfihrung der Unternehmenstatig-
keit anzuwenden, es sei denn, die gesetzlichen Vertreter beab-
sichtigen, entweder die Gesellschaft zu liquidieren oder die Un-
ternehmenstatigkeit einzustellen oder haben keine realistische
Alternative dazu.

Der Priifungsausschuss ist verantwortlich fir die Uberwachung
des Rechnungslegungsprozesses der Gesellschaft.

Verantwortlichkeiten des Abschlusspriifers fiir
die Priifung des Jahresabschlusses

Unsere Ziele sind hinreichende Sicherheit dartiber zu erlangen, ob
der Jahresabschluss als Ganzes frei von wesentlichen — beabsich-
tigten oder unbeabsichtigten — falschen Darstellungen ist und
einen Bestatigungsvermerk zu erteilen, der unser Prifungsurteil
beinhaltet. Hinreichende Sicherheit ist ein hohes Maf3 an Sicher-
heit, aber keine Garantie dafiir, dass eine in Ubereinstimmung mit
der AP-VO und mit den 6sterreichischen Grundsatzen ordnungs-
gemaler Abschlussprifung, die die Anwendung der ISA erfor-
dern, durchgefiihrte Abschlussprifung eine wesentliche falsche
Darstellung, falls eine solche vorliegt, stets aufdeckt. Falsche
Darstellungen koénnen aus dolosen Handlungen oder Irrtiimern
resultieren und werden als wesentlich angesehen, wenn von ihnen
einzeln oder insgesamt vernlnftigerweise erwartet werden kénn-
te, dass sie die auf der Grundlage dieses Jahresabschlusses ge-
troffenen wirtschaftlichen Entscheidungen von Nutzern beeinflus-
sen.

Als Teil einer Abschlusspriifung in Ubereinstimmung mit der AP-
VO und mit den Osterreichischen Grundsétzen ordnungsgemaéRer
Abschlusspriifung, die die Anwendung der ISA erfordern, Gben
wir wéhrend der gesamten Abschlussprifung pflichtgemales
Ermessen aus und bewahren eine kritische Grundhaltung.

Dariiber hinaus gilt:

e Wir identifizieren und beurteilen die Risiken wesentlicher —
beabsichtigter oder unbeabsichtigter — falscher Darstellungen
im Abschluss, planen Prifungshandlungen als Reaktion auf
diese Risiken, fuhren sie durch und erlangen Prifungsnach-
weise, die ausreichend und geeignet sind, um als Grundlage
fr unser Prifungsurteil zu dienen. Das Risiko, dass aus dolo-
sen Handlungen resultierende wesentliche falsche Darstel-
lungen nicht aufgedeckt werden, ist héher als ein aus Irrti-
mern resultierendes, da dolose Handlungen betrigerisches
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Zusammenwirken, Félschungen, beabsichtigte Unvollstéandig-
keiten, irrefiihrende Darstellungen oder das Aul3erkraftsetzen
interner Kontrollen beinhalten kénnen.

Wir gewinnen ein Verstandnis von dem fir die Abschlusspri-
fung relevanten internen Kontrollsystem, um Prifungshand-
lungen zu planen, die unter den gegebenen Umstanden an-
gemessen sind, jedoch nicht mit dem Ziel, ein Prifungsurteil
zur Wirksamkeit des internen Kontrollsystems der Gesell-
schaft abzugeben.

Wir beurteilen die Angemessenheit der von den gesetzlichen
Vertretern angewandten Rechnungslegungsmethoden sowie
die Vertretbarkeit der von den gesetzlichen Vertretern darge-
stellten geschéatzten Werte in der Rechnungslegung und da-
mit zusammenhangende Angaben.

Wir ziehen Schlussfolgerungen Gber die Angemessenheit der
Anwendung des Rechnungslegungsgrundsatzes der Fortfih-
rung der Unternehmenstatigkeit durch die gesetzlichen Ver-
treter sowie, auf der Grundlage der erlangten Prifungsnach-
weise, ob eine wesentliche Unsicherheit im Zusammenhang
mit Ereignissen oder Gegebenheiten besteht, die erhebliche
Zweifel an der Fahigkeit der Gesellschaft zur Fortfihrung der
Unternehmenstéatigkeit aufwerfen kann. Falls wir die Schluss-
folgerung ziehen, dass eine wesentliche Unsicherheit besteht,
sind wir verpflichtet, in unserem Bestatigungsvermerk auf die
dazugehdrigen Angaben im Jahresabschluss aufmerksam zu
machen oder, falls diese Angaben unangemessen sind, unser
Prafungsurteil zu modifizieren. Wir ziehen unsere Schlussfol-
gerungen auf der Grundlage der bis zum Datum unseres Be-
statigungsvermerks erlangten Prifungsnachweise. Zukinftige
Ereignisse oder Gegebenheiten kénnen jedoch die Abkehr
der Gesellschaft von der Fortfiihrung der Unternehmenstatig-
keit zur Folge haben.

Wir beurteilen die Gesamtdarstellung, den Aufbau und den
Inhalt des Jahresabschlusses einschlief3lich der Angaben so-
wie ob der Jahresabschluss die zugrunde liegenden Ge-
schéftsvorfélle und Ereignisse in einer Weise wiedergibt, dass
ein moglichst getreues Bild erreicht wird.

Wir tauschen uns mit dem Prifungsausschuss unter anderem
Gber den geplanten Umfang und die geplante zeitliche Eintei-
lung der Abschlusspriifung sowie tUber bedeutsame Prifungs-
feststellungen, einschlieBlich etwaiger bedeutsamer Mangel
im internen Kontrollsystem, die wir wahrend unserer Ab-
schlussprufung erkennen, aus.

Wir geben dem Prifungsausschuss auch eine Erklarung ab,
dass wir die relevanten beruflichen Verhaltensanforderungen
zur Unabhangigkeit eingehalten haben und uns mit ihm tber
alle Beziehungen und sonstigen Sachverhalte austauschen,
von denen vernilinftigerweise angenommen werden kann, dass
sie sich auf unsere Unabhéngigkeit und — sofern einschlagig —
damit zusammenhéngende Schutzmalnahmen auswirken.

Wir bestimmen von den Sachverhalten, tber die wir uns mit
dem Prifungsausschuss ausgetauscht haben, diejenigen
Sachverhalte, die am bedeutsamsten fir die Priifung des Jah-
resabschlusses des Geschéftsjahres waren und daher die be-
sonders wichtigen Prifungssachverhalte sind. Wir beschrei-
ben diese Sachverhalte in unserem Bestatigungsvermerk, es
sei denn, Gesetze oder andere Rechtsvorschriften schlieBen
die offentliche Angabe des Sachverhalts aus oder wir be-
stimmen in dulRerst seltenen Fallen, dass ein Sachverhalt nicht
in unserem Bestatigungsvermerk mitgeteilt werden sollte,
weil vernuinftigerweise erwartet wird, dass die negativen Fol-



gen einer solchen Mitteilung deren Vorteile fur das 6ffentliche
Interesse Ubersteigen wirden.

Sonstige gesetzliche und andere rechtliche
Anforderungen

Bericht zum Lagebericht

Der Lagebericht ist auf Grund der Gsterreichischen unterneh-
mensrechtlichen Vorschriften darauf zu prifen, ob er mit dem
Jahresabschluss in Einklang steht und ob er nach den geltenden
rechtlichen Anforderungen aufgestellt wurde.

Die gesetzlichen Vertreter sind verantwortlich fir die Aufstellung
des Lageberichtes in Uberein-stimmung mit den ésterreichischen
unternehmensrechtlichen Vorschriften.

Wir haben unsere Priifung in Ubereinstimmung mit den Berufs-
grundséatzen zur Prifung des Lageberichtes durchgefihrt.

Urteil

Nach unserer Beurteilung ist der Lagebericht nach den geltenden
rechtlichen Anforderungen aufgestellt worden, enthalt die nach §
243a UGB zutreffenden Angaben, und steht in Einklang mit dem
Jahresabschluss.

Erklarung

Angesichts der bei der Prifung des Jahresabschlusses gewonne-
nen Erkenntnisse und des gewonnenen Verstédndnisses Uber die
Gesellschaft und ihr Umfeld haben wir keine wesentlichen fehler-
haften Angaben im Lagebericht festgestellt.

Sonstige Informationen

Die gesetzlichen Vertreter sind fir die sonstigen Informationen
verantwortlich. Die sonstigen Informationen beinhalten alle Infor-
mationen im Geschéftsbericht, ausgenommen den Jahresab-
schluss, den Lagebericht und den diesbezlglichen Bestatigungs-
vermerk.

Unser Prufungsurteil zum Jahresabschluss deckt diese sonstigen
Informationen nicht ab und wir geben keine Art der Zusicherung
darauf ab.

In Verbindung mit unserer Prifung des Jahresabschlusses ist es
unsere Verantwortung, diese sonstigen Informationen zu lesen
und zu Uberlegen, ob es wesentliche Unstimmigkeiten zwischen
den sonstigen Informationen und dem Jahresabschluss oder mit
unserem, wahrend der Prifung erlangten Wissen gibt oder diese
sonstigen Informationen sonst wesentlich falsch dargestellt er-
scheinen. Falls wir, basierend auf den durchgefihrten Arbeiten,
zur Schlussfolgerung gelangen, dass die sonstigen Informationen
wesentlich falsch dargestellt sind, mussen wir dies berichten. Wir
haben diesbezlglich nichts zu berichten.

Zusatzliche Angaben nach Artikel 10 AP-VO

Wir wurden von der ordentlichen Hauptversammlung am 12. April
2018 als Abschlussprifer gewéahlt und am 4. Mai 2018 vom Auf-
sichtsrat mit der Abschlussprifung der Gesellschaft beauftragt.
Wir sind ohne Unterbrechung seit dem Jahresabschluss zum 31.
Dezember 2017 Abschlussprifer der Gesellschaft.

Wir erklaren, dass das Prifungsurteil im Abschnitt "Bericht zum
Jahresabschluss" mit dem zusatzlichen Bericht an den Prifungs-
ausschuss nach Artikel 11 der AP-VO in Einklang steht.

Wir erklaren, dass wir keine verbotenen Nichtprifungsleistungen
(Artikel 5 Abs 1 der AP-VO) erbracht haben und dass wir bei der
Durchfuhrung der Abschlussprifung unsere Unabhangigkeit von
der gepruften Gesellschaft gewahrt haben.

Auftragsverantwortlicher Wirtschaftspriifer
Der fur die Abschlussprifung auftragsverantwortliche Wirt-

schaftsprifer ist Frau Mag. Gabriele Lehner.

Linz, am 5. Mérz 2019

kPMG
KPMG Austria GmbH

Wirtschaftspriifungs- und Steuerberatungsgesellschaft

Mag. Gabriele Lehner

Wirtschaftsprtfer

Die Veroffentlichung oder Weitergabe des Jahresabschlusses mit unserem Bestéti-
gungsvermerk darf nur in der von uns bestatigten Fassung erfolgen. Dieser Bestati-
gungsvermerk bezieht sich ausschlieBlich auf den deutschsprachigen und vollstandi-
gen Jahresabschluss samt Lagebericht. Fir abweichende Fassungen sind die Vor-
schriften des § 281 Abs 2 UGB zu beachten.
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Erklarung des Vorstandes

Erklarung des Vorstandes gemaR
§ 124 (1) Z 3 Bérsegesetz

Wir erklaren nach bestem Wissen, dass der im Einklang mit den
mafgebenden Rechnungslegungsstandards gemall UGB aufge-
stellte Jahresabschluss der Lenzing AG zum 31. Dezember 2018
ein moglichst getreues Bild der Vermdgens-, Finanz- und Ertrags-
lage der Lenzing AG vermittelt.

Ebenso erklaren wir nach bestem Wissen, dass der Lagebericht
den Geschaftsverlauf, das Geschaftsergebnis und die Lage der
Lenzing AG so darstellt, dass ein moglichst getreues Bild deren
Vermogens-, Finanz- und Ertragslage entsteht, und dass der
Lagebericht die wesentlichen Risiken und Ungewissheiten be-
schreibt, denen die Lenzing AG ausgesetzt ist.

Lenzing, am 5. Mé&rz 2019
Lenzing Aktiengesellschaft

Der Vorstand

Dr. Stefan Doboczky, MBA Robert van de Kerkhof, MBA
Chief Executive Officer Chief Commercial Officer
Vorstandsvorsitzender Mitglied des Vorstandes

196 Annual Financial Report 2018 Lenzing Group

Mag. Thomas Obendrauf, MBA
Chief Financial Officer
Mitglied des Vorstandes

Dr. Heiko Arnold
Chief Technology Officer
Mitglied des Vorstandes
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Hinweise:

Dieser Geschéftsbericht enthalt auch zukunftsbezogene Aussagen, die auf gegenwartigen, nach bestem Wissen vorgenommenen Einschatzungen und Annahmen der Lenzing AG
beruhen. Angaben unter Verwendung der Worte ,sollen®, ,dirfen®, ,werden®, ,erwartet’, ,angestrebt®, ,geht davon aus, ,nimmt an®, ,schatzt®, ,plant®, ,beabsichtigt®, ,ist der Ansicht®,
,hach Kenntnis®, ,nach Einschatzung“ oder dhnliche Formulierungen deuten auf solche zukunftsbezogene Aussagen hin. Die Prognosen, die sich auf die zukiinftige Entwicklung der
Lenzing AG beziehen, stellen Einschatzungen dar, die auf Basis der zum Zeitpunkt der Drucklegung des Geschéftsberichts vorhandenen Informationen gemacht wurden. Sollten
die den Prognosen zugrunde liegenden Annahmen nicht eintreffen oder Risiken in nicht kalkulierter Hohe eintreten, so kénnen die tatséchlichen Ergebnisse von den Prognosen

abweichen.

Bei der Summierung von gerundeten Betragen und Prozentangaben kénnen Rundungsdifferenzen auftreten. Der Geschéftsbericht wurde mit groRtmaoglicher Sorgfalt erstellt,
um die Richtigkeit und Vollstandigkeit der Angaben in allen Teilen sicherzustellen. Rundungs-, Satz- und Druckfehler kdnnen dennoch nicht ganz ausge- schlossen werden.



