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2006 was an exceptional year for Heraeus. In a generally positive economic environment,
we exceeded our goals. Product revenue rose by 27 % to € 2.7 billion, trading revenue by
30 % to €9.4 billion, and the Group’s total revenues by 30 % to € 12.1 billion. Earnings
before interest and taxes (EBIT) increased by 63 % during 2006, reaching € 291 million.
Net income improved by 65 % to € 173 million. Return on capital employed (ROCE)—the
most important indicator for our value-oriented management boards—rose from 16 % to
20 %, right on the mark for our ambitious target.

These positive developments demonstrate that our corporate strategy of consistent focus
on long-term profitable growth is keeping our company on the right track. Our core compe-
tence—specializing in highly profitable products for up-and-coming markets—once again
boosted sales and earnings in many business segments. Our “climate protection catalyst”
for the chemical fertilizer production industry—which reduces the emission of nitrous ox-
ide, a greenhouse gas, by 90 % —brought excellent yields in fiscal year 2006. The same

is true of our highly active pharmaceutical ingredients for cancer treatment, as well as the
popular UV lamps used to disinfect (drinking) water. With these products, we also make

an important contribution to society by helping to protect the environment and improving
health. New products and processes—such as quartz glass materials for the latest genera-
tion of immersion lithography, the RIC technology developed by Heraeus for optical fiber
production, and materials for the photovoltaics market—boost our customers’ productivity
and contribute to their success. Strong market demands and high order booking from our
key customers, along with high prices for precious metals, all contributed to making 2006
a new peak year in company history.

The Heraeus workforce rose from 10,625 to 11,275, with a gain of 668 employees outside
Germany and a small decrease (18 employees) domestically, for an overall increase of 6 %.
In Germany, our traditionally high training ratio of 6 % enabled us to meet our own needs
and once again demonstrated our commitment to fostering education for young people.



Dr. Dieter Truxius, Dr. Helmut Eschwey and Dr. Frank Heinricht (from left to right)

To strengthen our global competitiveness, we continued to pursue international growth.
We built new manufacturing facilities for sensor production in Poland. We expanded our
global position by acquiring the sputtering target business of Singapore-based Electronic
Materials Technologies Pte. Ltd., as well as the platinum activities of the French Fremapi
Group. Last but not least, we built a precious metals refining facility in South Africa,
thereby supporting the fabrication of added-value products in that country. All of these
projects heightened our global profile. On another front, we strengthened our marketing
and service organizations; for example, we switched to direct marketing of bone cements
throughout Europe, which enhances our developmental partnership with medical sector
customers, namely physicians and hospitals. At the same time, we reinforced our com-
mitment to Germany in general, where we increased our investments by about 33 % to
€42 million. In the current year, we will raise these by another 46 %.

Innovation is the key driver of our success. Accordingly, this year we continued to develop
and launch new products. We kept our innovation rate in the target range of more than
20 %, increasing the number of new patents registered from 3,900 to 4,300. The Heraeus
Innovation Prize, presented to in-house development teams for the fourth time, again rec-
ognized forward-thinking product design and improvements that contributed to our cus-
tomers’ success in the marketplace. The teams that developed the Smart Sensor (a new
electromagnetic measurement system for the steel industry), a universal composite for



perfect dental fillings, and a new sputtering material that increases tenfold the capacity
of magnetic data storage media introduced new products for tomorrow’s markets while
demonstrating the company’s innovative strength.

With the decision to consolidate Heraeus Quarzglas and Heraeus Tenevo, we combined
our quartz glass expertise in a single entity—a move that will enhance new product devel-
opment and new technologies and be especially beneficial to our customers.

The success in 2006 means to us both commitment and incentive. To continue our
growth, we must persistently work to improve structures and processes, consistently
foster our company’s culture of innovation in all segments, and constantly scan the ho-
rizon for growth potentials so that we can identify them early on and faster than our
competitors.

At Heraeus, sound values and sustainable growth go hand in hand. As a globally active,
family-owned company with a long tradition of civic engagement and social responsibility,
we have now finally defined our corporate responsibility profile—which takes its bearings
from the current corporate mission statement and our core values—and set forth the
key areas for exercising our social responsibility. We did this to underscore to our share-
holders, our business partners, our employees, and society at large our commitment to
responsible corporate behavior. By implementing a Code of Conduct to be followed by

all Heraeus Group employees and divisions worldwide, we invigorate responsible behavior
in our daily business activities at all levels, which in turn secures our long-term corporate
success. We are convinced of the quality of our products and the performance of our



























Microlithography: Strong growth

in a revived semiconductor industry

The Microlithography business unit sells products
made of fused silica for high-tech applications in opti-
cal microlithography.

Positive business developments in the semiconduc-
tor industry found expression during the reporting
year in a significant increase in orders of approxi-
mately 80 % for microlithography products.
Heraeus Quarzglas was well prepared for the unex-
pectedly strong demand, in no small part with its
new products—quartz glass materials for the newest
generation of 193-nm immersion lithography-and
so was able to further expand its already strong
market position by gaining greater market share.
The technology leadership position of Heraeus
Quarzglas products, combined with quick adjust-
ment to market needs and high supplier flexibility,
proved to be factors for success over the competi-
tion. Contemporaneous customized development of
new materials for the semiconductor industry is the
development focus of Heraeus Quarzglas and will
continue to be the decisive factor in the market
success of this business unit.

Basic Materials: High utilization

through strong demand

The Basic Materials business unit produces semi-
finished goods in the form of rods, tubes, plates,
and opaque preformed parts made of high-purity
silica.

Strong demand for basic materials led to volume
growth of around 50 % compared to the previous
year and a correspondingly high production utiliza-
tion that required selective expansion of capacity. To
increase productivity, Heraeus Quarzglas further re-
duced production costs. The acquisition of new cus-
tomers also contributed to a very good increase in
revenues and significant improvement in earnings for
this business unit during the reporting year.

Fabrication: New products for new markets

The Fabrication business unit produces equipment
and apparatuses made of high-purity silica for the
production of microchips.

Strong demand resulted in high utilization of pro-
duction capacity at all facilities. Rationalization
measures, such as streamlining production capaci-
ties and improving organizational structure and pro-
duction processes in the previous year, took full effect.
In order to be able to respond more quickly to mar-
ket demands and reduce costs, production was re-
organized in Germany.

The new products in 300-mm wafer technology in-
troduced the previous year enabled Heraeus
Quarzglas to gain market share for the first time dur-
ing the reporting year. Heraeus Quarzglas also
opened a promising new market with new products
for the solar industry: special large tubes of silica
that are used in the coating of solar panels. Earnings
development in this area is still not satisfactory.






Innovations

The farsighted, customized development of new
products was again the focus of development activi-
ties in fiscal year 2006. The R&D budget was in-
creased by 7 % to €8.4 million and, at 5% of reve-
nue, was higher than the previous year’s level. In all,
almost 40 % of revenue was earned with products
less than three years old. The Microlithography area
invested in the continuing optimization of product
features to expand its technological leading position.
The Crucibles business unit developed new products
for the growing 300-mm wafer market and for new
customers. The Lamp Materials business unit was
successful in developing innovative coating technolo-
gies with opaque silica. In the area of Fabrication,
the introduction of new process techniques led to
the first customer-specific product solutions. As in
previous years, another important focus was the de-
velopment of production processes to reduce manu-
facturing costs and improve quality.

Outlook

We can expect a stable business environment in the
semiconductor industry during the first half of 2007.
Cyclically driven softer investment activity can be ex-
pected in the second half of the year. Overall, reve-
nues are not expected to reach the high level of fis-
cal year 2006. Heraeus Quarzglas is well prepared
for this development, with its high production flexi-
bility and measures to further increase productivity
in all areas.
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HERAEUS 2006 THE GROUP BUSINESS SEGMENTS

Heraeus Tenevo

Heraeus Tenevo

CONSOLIDATED FINANCIAL STATEMENTS

Strong growth in the market for fiber optics, especially in China and the United States, had a positive im-
pact on the business development of Heraeus Tenevo. Revenues rose 33 % from the previous year, to €76
million. Strong order volumes for high-purity fused silica tubes for optical waveguides and special fiber

preforms for optical data transfer, as well as related production utilization, clearly improved earnings com-

pared to the previous year.

Revenues

in € million

2006 75.1
2005

2004

2003

2002

The global market for fiber optics continued to re-
cover during the reporting year. With continued
strong pressure on costs, Heraeus Tenevo, together
with its key customers, was able to win greater mar-
ket share in growth markets in the United States
and China. With the RIC (rod in cylinder) technology
developed by Heraeus, the business division achieved
another cost and quality advance for its customers
compared to the competition. The European market
grew moderately at 10 % compared to the previous
year, mainly through investment projects to expand
broadband networks in rural areas.

The US optical fiber market grew by more than
40% in 2006, a development similar to the previ-
ous year’s trend. The essential growth engine was
the increasing need for broadband connections
(fiber-to-the-home technology) in which fiber optics
are laid up to the house, facilitating enormously
high broadband. Heraeus Tenevo profited from this
development.

After a restrained 2005 with an almost stagnant
optical fiber market, China registered very high
demand of more than 40 % over the previous year,
driven by telecom and data network requirements
for the Olympics in 2008. As the main supplier to
a major Chinese customer that supplies fiber-optics
cables for the Chinese network, Heraeus Tenevo
profited from this development.

Based on very strong demand, Heraeus Tenevo not
only fully utilized existing production capacity;
Plant 1 in Bitterfeld, which had been closed down,
was temporarily put into service again. This meas-
ure allowed all customer needs to be met while si-
multaneously keeping investments at a low level.

The Fluosil® preforms for specialty fibers made it
possible for Heraeus Tenevo to further expand its
market position, especially in medicine, and thus
continue the positive trend of the previous year.



Innovations

The RIC (rod in cylinder) technology developed by
Heraeus, which concentrates the manufacture of
fiber optics into a single production step, was taken
up by key customers in China and the United States,
and went into series production. In the context of
this series production, the quality and efficiency of
RIC technology, which is used to manufacture both
preforms and optical fibers directly, was further
optimized.

Outlook

Continued strong fiber optics markets worldwide are
expected for 2007. Volume growth will not develop
quite so strongly, however, since some preform and
fiber optics manufacturers are already working at full
capacity. All market participants view the construc-
tion of new production facilities very cautiously. The
focus is therefore on technological developments and
optimization of existing production capacity. Heraeus
Tenevo will support its customers in this development
with technologically sophisticated products and cus-
tomized solutions.

The merger of the business segments Heraeus
Quarzglas and Heraeus Tenevo at the beginning
of 2007 has consolidated the silica expertise at
Heraeus—a move that will improve the develop-
ment of new products and technologies and be
especially beneficial to our customers. The new
company, operating under the name of Heraeus
Quarzglas GmbH & Co. KG, earned revenues of
around € 260 million, with more than 1,400
employees at eight facilities around the world.



The Optics and Analytics business unit developed
positively in 2006, with stable growth after the
successful integration of two recently acquired
companies. Bucking the industry trends, Original
Hanau SunCare posted a gain in revenues, although
earnings remained below expectations due to the
continuing difficult situation in the industry.

Industrial Process Technology:

Intelligent heat finds new applications

The Industrial Process Technology business unit was
able to rely on two strong growth drivers during the
reporting year and noticeably increase revenues and
earnings. For one, orders received for infrared lamps
increased from the machinery and plant manufactur-
ing industry as longstanding customers saw growing
demand for their products. For another, Heraeus
Noblelight, with its customer-oriented innovations,
was able to tap into new applications for infrared
heat, with which processes can be made more effi-
cient and energy saved. Here there were successful
market launches in the food industry and in the pro-
duction of photovoltaic cells in 2006. With energy
prices rising, infrared radiation as an especially effi-
cient form of heat transmission will be an increasing-
ly attractive alternative for more and more industrial
applications.

Optics and Analytics:

Growth in the wake of successful integration

In the first full fiscal year after acquiring two com-
petitors, positive development in revenues and earn-
ings of the Optics and Analytics business unit
showed that the integration was successful. Supply
bottlenecks that surfaced at the start of the year
through the high demand and realignment of produc-
tion were resolved. The combination of a comprehen-

sive product portfolio and expert service enabled the
business unit to acquire new customers. With com-
pact photoionization lamps (PID), Heraeus Noblelight
offers an ideal product for the growing market for
devices for online process monitoring and mobile gas
analysis. The reorganization of its dealer network will
facilitate even more intensive support to dealer part-
ners and thus better customer service in the future.

Surface and Environmental Technology:

Green technology with blue light

The Surface and Environmental Technology business
unit is active, supplying UV lamps for disinfection
and degermination of water, air, and packaging for a
market that profits from growing environmental con-
sciousness. Heraeus Noblelight believes strongly in
technology leadership and products with superior
performance. The long-life amalgam lamps from
Heraeus not only offer the longest life span on the
market but also facilitate the design of more efficient
water treatment plants. Plant constructors worldwide
have responded very positively to these advantages
and increasingly use Heraeus lamps. At the leading
trade show Aquatech Amsterdam, Heraeus Noblelight
was the first manufacturer to exhibit a functional
600-watt amalgam lamp. Heraeus also set new stan-
dards in the area of packaging disinfection with an
excimer system for fast-running machinery. In all,
revenues and earnings of this business unit grew
noticeably during the reporting year.



in € million

2006 81.1
2005

2004

2003

2002

Heraeus Amba:

Stable business and satisfied customers

UV curing lamps with the Amba Lamps brand are
very popular with customers around the world for
their reliability and uncomplicated service. Heraeus
Amba was able to increase revenues and earnings
again during the reporting year. Strengthened mar-
keting activities succeeded in convincing more cus-
tomers of the advantages of Amba lamps. Heraeus
is also successful in new applications for UV curing

lamps, for example in renovating waste water systems.

Heraeus Noblelight Limited:

Investments in laser technology

Forty years after the introduction of the first Rubin
lasers, lamp-pumped lasers are still being consis-
tently developed and improved. The Arc and Flash
Lamps business unit supports leading laser manu-
facturers through investments in research and de-
velopment and in new production processes for
lamps. During the reporting year, this business unit

was able to acquire new customers and thus put its
growth on a broader basis. Revenues and earnings
met high expectations.

Original Hanau SunCare:

Revenue growth in a difficult environment
Original Hanau SunCare was able to increase reve-
nues compared to the previous year in the midst of
a stagnating market. New products introduced last
year, such as the VARIUS system, and increased
sales activities contributed to this. However, this
positive development has not yet boosted earnings.
The imminent regulation of tanning beds in the EU
poses new challenges for Original Hanau SunCare
that this business unit intends to utilize to gain
market share.

Outlook

UV light and infrared heat are cross-sectional tech-
nologies that are used in many industries and have
the potential for additional applications. Through
close cooperation with customers, Heraeus
Noblelight opens up targeted new applications and
thus new growth areas for the company. It also de-
velops existing applications to ensure competitive
advantages for customers that rely on high tech from
Heraeus Noblelight. To that end, Heraeus Noblelight
invests in production in Germany and other coun-
tries. Technical sales are being further expanded,
primarily through subsidiaries in North America and
China. The business segment is planning additional
targeted acquisitions and cooperative ventures in
attractive markets as well.









HERAEUS 2006 THE GROUP BUSINESS SEGMENTS CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Balance Sheet

of Heraeus Holding GmbH, Hanau, as of December 31, 2006

Assets in € million Dec. 31,2006 Dec. 31,2005
Cash and cash equivalents 127.0 134.8
Securities 208.3 269.1
Trade receivables 432.5 342.4
Current tax receivables 47.7 49.0
Miscellaneous receivables and other assets 58.1 48.9
Inventories — excluding precious metal 293.1 259.1
Precious metal 459.8 490.9
Current assets 1,626.5 1,594.2
Goodwill 25.0 26.6
Other intangible assets 34.3 46.4
Property, plant and equipment 596.1 598.2
Investments at equity 80.9 76.3
Other financial assets 10.7 5.8
Non-current tax receivables 17.3 -
Deferred tax assets 37.6 81.0
Non-current assets 801.9 834.3

Total assets 2,428.4 2,428.5




Shareholders' equity and liabilities in € million Dec. 31,2006 Dec. 31, 2005
Trade payables 127.9 142.5
Liabilities due to banks 71.2 40.2
Tax liabilities 57.0 42.9
Other current liabilities 89.3 105.8
Current provisions 83.4 81.0
Current liabilities 428.8 412.4
Bonds 149.4 248.2
Promissory notes 95.8 146.9
Liabilities due to banks 49.7 66.4
Other non-current liabilities 15.0 13.6
Provisions for pensions and similar obligations 263.3 246.1
Other non-current provisions 77.6 80.0
Deferred tax liabilities 61.9 55.6
Non-current liabilities 712.7 856.8
Capital subscribed 105.0 105.0
Retained earnings 1,210.4 1,062.6
Other comprehensive income -42.2 -22.2
Minority interests 13.7 13.9
Shareholders’ equity 1,286.9 1,159.3
Total shareholders’ equity and liabilities 2,428.4 2,428.5
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Consolidated Income Statement

of Heraeus Holding GmbH, Hanau, for the period January 1 to December 31, 2006

in € million 2006 2005
Revenue 12,079.5 9,311.4
Other operating income 78.2 59.9
Cost of materials -10,974.6 -8,380.6
Personnel expenses -503.5 -496.0
Amortization, depreciation and impairment -89.7 -71.0
Other operating expenses -307.2 -249.8
Income from investments accounted for using the equity method 8.0 4.5
Earnings before interest and taxes (EBIT) 290.7 178.4
Financial result -23.5 -14.8
Interest share of provisions for pensions -10.4 -10.8
Income before taxes 256.8 152.8
Income taxes -56.3 -29.3
Exceptional German corporate tax 17.3 —
Deferred taxes -44.5 -18.5
Net income 173.3 105.0
Minority interests -3.9 -2.9
Net income after minority interests 169.4 102.1




Consolidated Cash Flow Statement

of Heraeus Holding GmbH, Hanau, for the period January 1 to December 31, 2006

in € million 2006 2005
Net income 173.3 105.0
Amortization of intangible assets 21.1 5.3
Depreciation and impairment/write-ups of property, plant and equipment 68.3 65.1
Impairment/write-ups of financial assets - 0.2
Changes in non-current provisions 15.5 12.3
Other non-cash expenses/income 39.8 16.4
Gross cash flow from operating activities 318.0 204.3
Profit/losses from the disposal of non-current assets 1.8 -2.7
Changes in current provisions 5.9 13.4
Changes in inventories -37.8 -166.1
Changes in trade receivables -104.9 -48.9
Changes in trade payables -1.3 30.4
Changes in other assets and liabilities 20.6 -17.2
Cash flow from operating activities 202.3 13.2
Cash inflows from the disposal of non-current assets 6.7 13.3
Cash outflows for investments in non-current assets -113.2 -119.8
Changes in other financial assets 62.3 231.3
Cash flow from investing activities -44.2 124.8
Cash inflows from minority interests 0.3 1.3
Dividends paid, including dividends to minority interests -27.6 -28.4
Changes in interest-bearing liabilities -133.9 -37.9
Cash flow from financing activities -161.2 -65.0
Net change in cash and cash equivalents -3.1 73.0
Effect of exchange rate differences on cash and cash equivalents -4.7 9.4
Cash and cash equivalents at the beginning of the period 134.8 52.4
Cash and cash equivalents at the end of the period 127.0 134.8

In addition to cash and cash equivalents, securities
are held as a liquidity reserve. Pursuant to IAS 7,
the changes in this balance sheet item are present-
ed within the changes in other financial assets.



of Heraeus Holding GmbH, Hanau, as of December 31, 2006

Basis of presentation

The consolidated financial statements of Heraeus
Holding GmbH, Hanau, Germany, for the fiscal year
2006 were prepared in accordance with the Interna-
tional Financial Reporting Standards (IFRS). All stan-
dards of the International Accounting Standards
Board (IASB) applicable as of December 31, 2006,
and relevant interpretations of the International
Financial Reporting Interpretations Committee
(IFRIC) have been taken into account.

The fiscal year encompasses the calendar year.

The requirements of Section 315a (1) HGB for an ex-
emption from the duty to prepare an additional set of
consolidated financial statements in accordance with
HGB have been met. In order to achieve equivalence
with German HGB statements, all disclosures and
explanations required under HGB have been made,
thus exceeding the disclosure requirements under
IFRS.

The consolidated financial statements were prepared
in euro. Unless noted otherwise, all amounts are
stated in millions of euro (€ million).

To improve the clarity of presentation and transpar-
ency of the annual financial statements, various
items in the balance sheet and income statement
have been combined and stated separately in the
notes to the consolidated financial statements.

The income statement has been prepared using the
nature of expense method. In order to improve trans-
parency, the financial result has been included in the
income statement. In addition to the net interest in-

come and expenses, the financial result also
includes the other expenses and income related
to the disposal and measurement of the financial
instruments.

Principles of consolidation

The financial statements of companies included in
the consolidated financial statements are generally
prepared as at the Group’s closing date using uni-
form accounting and measurement principles in ac-
cordance with IFRS.

For companies that were initially consolidated before
January 1, 2004, the acquisition was accounted for
using the book value method according to Section
301 (1) No. 1 HGB. The acquisition costs of the
shares in subsidiaries were offset against the carry-
ing value of the Group’s share in equity at the date of
the acquisition or first-time consolidation.

For companies that were initially consolidated after
the transition to IFRS (January 1, 2004), the acqui-
sition was accounted for using the purchase method
according to IFRS 3. This method prescribes a reval-
uation of the acquired Company, where all hidden re-
serves and hidden charges must be disclosed and all
identifiable intangible assets must be recognized
separately. Any excess of cost of acquisition over net
assets acquired remaining after the purchase price
allocation is capitalized as goodwill and tested for
impairment once a year to determine if the acquisi-
tion has maintained its value. If this is not the case,
an impairment loss is recognized.

Investments in associates valued using the equity
method are stated at the respective share in equity.



In the consolidation of income and expenses, inter-
company sales and other intercompany income were
offset against the corresponding expenses. Profits
and losses from intercompany sales and services
were eliminated. Due to their immateriality, inter-
company profits of associated companies have not
been eliminated. Intercompany receivables and liabil-
ities have been offset.

Deferred taxes are recognized for temporary differ-
ences related to consolidation entries.

Currency translation

The financial statements of foreign subsidiaries pre-
pared in foreign currency were translated using the
modified closing rate method as defined in IAS 21,
following the functional currency concept. As the
subsidiaries are financially, economically, and organi-
zationally independent, their functional currency is
identical with the respective local currency. In the
case of one foreign subsidiary, the functional curren-
cy is the US dollar instead of the national currency.
Income and expense items from statements pre-
pared in foreign currency are translated at average
rates for the year. Assets and liabilities are translated
at closing rates and equity at historical rates. Any
differences arising from the translation of equity are
recognized directly in shareholders’ equity, as are ex-
change differences from translating items of the in-
come statement.

Exchange differences arising from debt consolidation
were recognized as profit or loss and reported as oth-
er operating income or expenses.

Foreign currency receivables and liabilities in the
separate financial statements of local subsidiaries
are valued at the closing rate. Any unrealized ex-
change gains or losses are taken to the income state-
ment.
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Revenue

Revenue attributable to the individual divisions is as follows:

in € million 2006 2005
Precious Metal 11,055.0 8,387.2
Sensors 337.9 299.7
Dental Health 327.0 3856.5
Quartz Glass / Tenevo 260.1 198.8
Specialty Lighting Sources 87.7 79.3
Others 11.8 10.9
Revenue 12,079.5 9,311.4

The revenue broken down by region totals:

in € million 2006 2005
Germany 1,213.9 996.4
Europe excluding Germany 4,659.0 3,998.3
Americas 3,659.2 2,412.6
Asia 2,343.4 1,808.1
Others 204.0 96.0
Revenue 12,079.5 9,311.4

The product revenue broken down by region totals:

in € million 2006 2005
Germany 512.2 411.5
Europe excluding Germany 579.0 443.4
Americas 500.8 456.7
Asia 1037.1 744.5
Others 60.6 55.1

Product revenue 2,689.7 2,111.2




Personnel expenses

The following expense types are included in personnel expenses:

in € million 2006 2005
Wages and salaries 416.9 396.3
Social security, pension and other benefits 86.6 99.7
(thereof: for pensions) (20.6) (34.8)
Personnel expenses 503.5 496.0

The average number of employees breaks down as follows:

2006 2005

Precious Metal 3,780 3,449
Sensors 3,021 2,806
Dental Health 1,580 1,637
Quartz Glass / Tenevo 1,474 1,486
Specialty Lighting Sources 654 679
Others 497 484
Total 11,006 10,541

The extract above was taken from the complete
Consolidated Financial Statements. Pricewater-
houseCoopers Aktiengesellschaft, Wirtschaftspri-
fungsgesellschaft has issued us an unqualified
auditor’s report for the complete Consolidated
Financial Statements and the Group Management
Report.

1
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HERAEUS 2006

Key Financial Indicators for the Group 1997 — 2006

THE GROUP

BUSINESS SEGMENTS

CONSOLIDATED FINANCIAL STATEMENTS

2006 2005  2004" 2003 2002 2001 2000 1999 1998 1997
Financial performance
in € million
Revenue 12,080 9,311 8,260 7,412 6,415 6,838 8,020 4,583 4,109 4,626
Product revenue 2,690 2,111 1,951 1,743 1,747 1,975 2,291 1,667 1,554 1,694
Precious metal
trading revenue 9,390 7,200 6,309 5669 4,668 4,863 5729 2916 2,555 2,932
Earnings before interest
and taxes (EBIT) 291 178 196 131 114 156 245 170 126 220
Net income 173 105 104 73 53 280 150 88 90 98
Financial position
in € million
Total assets 2,428 2,429 2,254 1952 1,781 1,750 1,633 1,577 1,397 1,305
Shareholders equity 1,287 1,159 1,027 702 899 862 723 610 542 462
Equity-to-assets
ratio in % 53% 48 % 46 % 36% 50 % 49 % 44% 39% 39% 35%
Cash flow in € million
Gross cash flow from
operating activities 318 204 238 167 164 137 254 190 218 205
Capital expenditure 84 67 71 70 80 105 118 59 134 175
Depreciation 69 66 73 73 61 64 88 80 105 99
Working capital? 1,057 950 701 484 505 587 572 434 425 399
Employees
Employees at
year-end 11,275 10,625 9,832 9,219 9,007 9,181 10,244 9,223 9,196 10,328
In Germany 4,381 4,399 4,369 4,350 4,211 4,484 4964 4,589 4,796 5,550
Outside of Germany 6,894 6,226 5,463 4,869 4,796 4,697 5280 4,634 4,400 4,778
Personnel expenses 503 496 464 431 437 471 481 411 435 446

D Transition of accounting to IFRS.

2 Inventories plus trade receivables less trade payables.



The Year 2006 at a Glance

The Year 2006 at a Glance

Heraeus Quarzglas
subsidiary honored

In a festive awards ceremony,
HelJian Technology (Suzhou) Co.,
Ltd. saluted Heraeus ShinEtsu
Quartz Inc (HSQC) as an out-
standing supplier. The Chinese
subsidiary of Heraeus Quarzglas,
which has provided silica glass
products to the leading Chinese
chip manufacturer since 2004,
quickly established its position
as top supplier.

Acquisition in sputtering
target business

W. C. Heraeus took over the sputter-
ing target business of Singapore-
based manufacturer Electronic
Materials Technologies Pte. Ltd.
from US owner International Spe-
cialty Alloys. With this acquisition,
Heraeus expands its position as

a provider of sputtering targets for
the display industry, now experi-
encing a strong upturn, especially
in Asia. The new site in southwest
Singapore joins Shanghai as an
important production center for
Heraeus in Asia.

Heraeus business segments
Quarzglas and Tenevo
consolidate resources

With the strategic decision to
recombine the two business
segments Heraeus Quarzglas
and Heraeus Tenevo on January
1, 2007, Heraeus Quarzglas GmbH
& Co. KG was formed. Heraeus
has consolidated its quartz glass
expertise in a single entity, and
strengthened its foundation for
long-term profitable growth.
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Platinum resistance
thermometers mark 100 years

Modern temperature measurement
technology was born about 100
years ago. In 1906, the German
Imperial Patent Office awarded
the W. C. Heraeus Company of
Hanau a patent for an “electric
resistance thermometer made of
platinum wire.” But that thermom-
eter, invented by Richard Kiich
(1860—1915), was just the first in
a long series of innovative sensors
and temperature measurement
devices. Sensor specialists
Heraeus Electro-Nite and Heraeus
Sensor Technology continue this
tradition as market leaders and
technology pioneers, introducing
one first-rate innovation after
another.
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Production of solar cells
with infrared heat

The photovoltaics industry is now
booming in China as well. The
Chinese government heavily pro-
motes the technology as the
energy carrier of the future, and
Shanghai, China, is expanding its
position as a photovoltaics center.
Heraeus Noblelight Shenyang
maintains close contact with com-
panies building large plants there.
This business strategy was recent-
ly validated by a major contract
with a leading Chinese photovolta-
ics company.
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Heraeus Electro-Nite wins
2006 Ambiorix Prize

Heraeus Electro-Nite receives

the 2006 Ambiorix Prize from the
Limburg Employers Association at
a ceremony in Houthalen (Belgium).
The prestigious award recognizes
outstanding achievement, both
qualitative (organization, leader-
ship, environmental awareness)
and quantitative (innovations,
earnings). The honor reflects many
years of hard work and dedication
on the part of the entire staff at
Heraeus Electro-Nite’s Houthalen
headquarters.

Innovation Prize 2006

A fast sensor (the Smart Sensor
from Heraeus Electro-Nite) that
makes steel production more
efficient, a filling material from
Heraeus Kulzer that restores
defective teeth more effectively
and safely than existing materials,
and a coating material developed
by W. C. Heraeus that makes it
possible to increase tenfold the
storage capacity of hard drives —
these are the pioneering develop-
ments recognized with the 2006
Heraeus Innovation Prize.

Takeover of joint venture in
China completed

Its organizational structures
have been revamped, its sales
and marketing have been refo-
cused, and the full takeover

of Heraeus Kulzer Dental Ltd.
(HKCN) is now complete. One of
the first international dental ma-
terials companies to set up shop
in China, HKCN celebrated its
20th anniversary in November.

Environmental protection
with innovative UV lamps

Heraeus Noblelight launched an
innovative high-powered UV-amal-
gam lamp for water treatment at
the Aquatech Amsterdam trade
show. At 600 watts, this is the most
powerful UV-amalgam lamp on

the market. In comparison to its
highest-powered predecessor, a
400-watt lamp, it produces 50 %
more ultraviolet radiation over a
long life span. As a renowned man-
ufacturer of UV lamps for the water
treatment industry, Heraeus
Noblelight is the partner of choice
for many systems builders in this
growth market.

Heraeus strengthens platinum
business in Europe

W. C. Heraeus took over the Euro-
pean activities of the French Fre-
mapi Group, bolstering its position
as the leading provider of platinum
components and alloys, especially
for the glass industry. With this
acquisition, the company expands
its spectrum of products and ser-
vices as a supplier of high-quality
platinum products for a wide range
of industrial applications. It also
strengthens its business of pro-
cessing catalysts containing pre-
cious metals.

November

2nd Heraeus
Platinum Metals Forum

Heraeus Metallhandelsgesellschaft
hosted the second Heraeus Plati-
num Metals Forum, an event that
premiered in 2005. The company
welcomed 120 customers to the
symposium in Hanau, where top-
flight industry representatives and
research experts presented papers
on the latest developments in the
precious metals market.
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