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Dear Shareholders,
Fiscal 2006 was a historic year for the WACKER Group.

On April 10, 2006 (92 years after its establishment),
Wacker Chemie AG successfully launched an IPO that
grossed some €430 million from the sale of treasury
shares. The Group thereby attained additional flexibility
and financial scope to implement its ambitious strategy
for sustainable and profitable growth.

This strategy is best exemplified by WACKER'’s compre-
hensive capital expenditure projects to harness growth
opportunities for its business divisions — the array of
measures includes capacity increases for polysilicon,
dispersible polymer powders and 300 mm silicon wafers,
as well as expansion in China’s booming silicone market.
All these projects made substantial headway in 2006
and help ensure that production capacities are well-
tuned to the rising demand expected in coming years.
In 2007, some of our new facilities will already start
contributing to sales and earnings — and thus to the
Group’s ongoing growth.

2006 was WACKER'’s best year ever. This applies both
to sales and earnings — a success yet again under-
scored by operational strengths resolutely attained over
the past few years. Today, the WACKER Group is a
world-class performer in terms of both productivity and
cost structures. This is bolstered by market leadership

positions in a clear majority of our business endeavors —

a situation we were able to further extend in specific
areas last year. WACKER once again outperformed the
market in many fields. Coupled with our consistently
customer-focused product/solution portfolios, these
success factors secure and reinforce the Group’s sus-
tained profitability. Accordingly, we are optimistic about
our ability to further boost sales and earnings in 2007.

Strong growth and healthy margins are the two core
messages we presented to investors early last year.
And we can now claim complete fulfillment of our prom-
ises made to capital markets during the IPO. Moreover,
the gratifying price trend of Wacker Chemie AG shares
in recent months confirms to us that shareholders also
appreciate this fact. The continued top priority of me
and my Executive Board colleagues is to justify your
trust placed in our company.

One key aspect of last year’s success is the steadfast
commitment of our employees. We therefore extend a
special “thank you” to them, and also to our customers
and business partners for their sustained trust.

Dr. Peter-Alexander Wacker

A

President & CEO of Wacker Chemie AG
Munich, Germany — March 2007




























FINANCIAL STATEMENTS

NOTES

€ million 2006 2005
Fair value 13.8 14.0
Income from rent/operating leases 1.4 0.8
Costs -0.3 -0.2

The fair value is based on our own estimates; it is reviewed by external experts every

three to four years.

2006 2005
Average number of outstanding common shares 48,207,178 49,544,933
Number of common shares outstanding at year end 49,677,983 44,329,600
Normal dividend per common share entitled to a dividend € 2.00 1.60
Special dividend due to IPO € 0.50 0.00
Dividend per common share entitled to a dividend € 2.50 1.60
Net income € million 311.3 143.7
Earnings due to common shares € million 311.3 143.7
Earnings per share (average) € 6.46 2.90
Earnings per share (reporting day) €] 6.27 3.24

There was no diluted earnings per share in the year under review or in the prior year.

The dividend payout for fiscal 2005 amounted to €70.9 million, or €1.60 per dividend-

bearing share.

The Executive Board of Wacker Chemie AG proposed the aforementioned dividend
for fiscal 2006. The proposed dividend relates solely to shares entitled to a dividend,
i.e. excluding any treasury shares. It is incumbent on Wacker Chemie AG’s shareholder
meeting to accept or reject the proposal. Subject to shareholder approval, an amount
of €124,194,958 will be paid out for the total number of 49,677,983 non-par value shares

outstanding.
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Wacker Chemie AG is exposed to exchange, interest and raw materials price risks in the
normal course of its business. The raw materials price risks that are hedged against
stem principally from precious metals (platinum, gold, palladium) which are used as cat-
alysts or for other purposes in the production process.

In those instances where Wacker Chemie AG hedges against these risks, it uses derivative
financial instruments and in particular currency option and foreign exchange contracts,
foreign exchange and interest rate swaps, and interest rate caps. Derivatives are used only
if they are backed by positions, cash deposits and funding or scheduled transactions
arising from operations (underlying transaction); the scheduled transactions also include
anticipated but not yet invoiced sales in foreign currency.

Foreign exchange hedging is performed predominantly for the US dollar, the Japanese yen
and the Singapore dollar. In the case of foreign exchange hedging in the financial sector,
the maturities of the receivables/liabilities are taken into account. Interest rate hedging is
performed predominantly for the euro and the US dollar; the maturities of the underlying
transactions are the focus of attention.

Operative hedging in the sphere of foreign exchange relates to the receivables and liabilities
already recognized, generally adopting time horizons of between three and four months;
strategic hedging in addition covers future financial years. As well as receivables and liabili-
ties in respect of third parties, intra-Group financial receivables and liabilities are hedged.

Wacker Chemie AG is exposed to a credit risk where derivatives have a positive fair value
and counterparties to a contract are unable to render performance. To restrict the expo-
sure, transactions are conducted only within defined limits and with partners of very good
creditworthiness. To enable risk management to be performed efficiently, the market
risks within the Group are controlled centrally. The concluding and handling of transac-
tions comply with internal guidelines and are subject to controls, taking account of the
division of functions.

Nominal value is the net value of current derivative contracts. Fair values are calculated on
the maturity (repurchase) values of the derivatives at balance sheet date. They are calcu-
lated on the basis of quoted prices or using standard calculation methods.

The derivatives are measured at fair value irrespective of their stated purpose; they are
presented in the balance sheet under other assets and other liabilities. Where permis-
sible, we apply hedge accounting for hedging currency exchange risks from future foreign
exchange positions. In such instances, the changes in fair value of foreign exchange
contracts and the changes in the intrinsic value of currency options are recognized
directly in equity, with no effect on net income until the underlying transaction takes place.
The changes in the time values of the currency options are recognized in the income
statement.



























Seppel Kraus*

Munich

Regional Head of the Industrial Union |G Bergbau,
Chemie, Energie — Bavaria/Munich

E.ON AG
Novartis Deutschland GmbH
Hexal AG

Prof. Dr. Stefan Leberfinger
Munich

Certified Public Accountant,
Tax Consultant

Hubert BURDA Foundation

DOMAG Wohnbau AG

Tomorrow Focus AG

Thurn & Taxis Gesamtverwaltung

Freiberger Holding GmbH & Co. KG

K+L Ruppert Zentralverwaltung Stiftung & Co. KG

Hans-Joachim Stadter*
Burghausen
Personnel Development Specialist

Dr. Thomas Stringmann
Tegernsee
Master of Business Administration

Strenesse AG
Stdwestbank AG

Dr. Bernd W. Voss?
Kronberg i. T.

ABB Ltd.

Bankhaus Reuschel & Co.

Dresdner Bank AG

Allianz Lebensversicherungs AG
Continental AG

Hapag-Lloyd AG

OSRAM GmbH

Prof. Dr. Ernst-Ludwig Winnacker

Munich

Professor of Biochemistry at LMU, Munich

Secretary General of the European Research Council

MediGene AG

Bayer AG
KWS Saat AG

' Mediation Committee Chairman: Dr. Karl Heinz Weiss
2 Executive Committee Chairman: Dr. Karl Heinz Weiss
3 Audit Committee Chairman: Dr. Bernd W. Voss

*Employee representative
** Associated companies
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Dr. Peter-Alexander Wacker
President & CEO

SILTRONIC
WACKER POLYSILICON

Executive Personnel
Corporate Development
Corporate Communications
Corporate Auditing

Legal, Tax, Insurance
Investor Relations

Siltronic AG*
Pensionskasse der Wacker Chemie VVaG

Giesecke & Devrient
INA-Holding Schaeffler KG

Bankhaus Reuschel & Co.

Dr. Joachim Rauhut
Corporate Accounting
Corporate Controlling
Corporate Finance
Information Technology
Procurement & Logistics

Region: Europe

J. Heinrich Kramer Holding GmbH
Siltronic AG*

* Subsidiary
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Dr. Rudolf Staudigl
WACKER SILICONES
Human Resources (Personnel Director)
Site Management
Environment, Chemicals, Safety
Corporate R&D
Corporate Intellectual Property
Region: Asia

Groz-Beckert KG

Siltronic AG*
Pensionskasse der Wacker Chemie VVaG

Auguste Willems

WACKER POLYMERS
WACKER FINE CHEMICALS

Corporate Engineering
Sales & Distribution

Region: The Americas



























Report on Supervisory Board Compensation

The compensation of Wacker Chemie AG’s Supervisory
Board members is governed by the company’s Articles of
Incorporation.

Each Supervisory Board member receives fixed annual
compensation of €15,000, payable at the end of a fiscal
year. Supervisory Board members who join or leave the
Supervisory Board during the year receive a pro rata
share of said compensation.

In addition to their fixed compensation, Supervisory Board
members receive success-oriented compensation for
the previous fiscal year after the consolidated financial
statements have been approved. Their success-oriented
compensation is calculated as a percentage of return

on assets'. Success-oriented compensation lies between
0 % and 125 % of fixed annual compensation.

Fixed and success-oriented compensation is multiplied

by a factor of 3 for the Chairman of the Supervisory Board,
by a factor of 2 for his deputy or a chairman of a commit-
tee and by a factor of 1.5 for a committee member. Where
a person serves in more than one function, their additional
functions are not taken into account.

Fixed Variable
in€ compensation compensation Total
Year 2006 359,924 167,924 527,848
Year 2005 278,674 105,000 383,674

Supervisory Board members receive a lump-sum payment
of €12,000 to cover expenses necessary for the perfor-
mance of their duties.

Additionally, they are reimbursed for value-added tax pay-
able on their compensation.

The company provides Supervisory Board members with
suitable insurance cover. In particular, it takes out D&O
insurance policies for them.

' For this purpose, the return on assets is understood to be the ratio of EBIT to invest-
ed capital, pursuant to the Group’s IFRS-compliant consolidated financial statements.
Invested capital equals the sum of non-current and current assets minus cash and
cash equivalents.
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We have audited the consolidated financial statements
prepared by Wacker Chemie AG, Munich, comprising

the balance sheet, the income statement, statement of
changes in equity, cash flow statement and the notes

to the consolidated financial statements, together with the
group management report for the business year from
January 1 to December 31, 2006. The preparation of the
consolidated financial statements and the group manage-
ment report in accordance with IFRS as adopted by the
EU, and the additional requirements of German commercial
law pursuant to § 315a Paragraph 1 HGB are the respon-
sibility of the parent company’s management. Our respon-
sibility is to express an opinion on the consolidated finan-
cial statements and on the group management report
based on our audit.

We conducted our audit of the consolidated financial state-
ments in accordance with § 317 HGB and German gener-
ally accepted standards for the audit of financial statements
promulgated by the Institut der Wirtschaftsprifer [Institute
of Public Auditors in Germany] (IDW). Those standards
require that we plan and perform the audit such that mis-
statements materially affecting the presentation of the

net assets, financial position and results of operations in
the consolidated financial statements in accordance with
the applicable financial reporting framework and in the
group management report are detected with reasonable
assurance. Knowledge of the business activities and the
economic and legal environment of the Group and expec-
tions as to possible misstatements are taken into account
in the determination of audit procedures. The effective-
ness of the accounting-related internal control system and
the evidence supporting the disclosures in the consoli-
dated financial statements and the group management
report are examined primarily on a test basis within the
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framework of the audit. The audit includes assessing the
annual financial statements of those entities included in
consolidation, the determination of entities to be included
in consolidation, the accounting and consolidation prin-
ciples used and significant estimates made by manage-
ment, as well as evaluating the overall presentation of the
consolidated financial statements and the group manage-
ment report. We believe that our audit provides a reason-
able basis for our opinion.

Our audit has not led to any reservations.

In our opinion, based on the findings of our audit, the
consolidated financial statements comply with IFRSs

as adopted by the EU, the additional requirements of
German commercial law pursuant to § 315a Abs. 1 HGB
and give a true and fair view of the net assets, financial
position and results of operations of the Group in accord-
ance with these requirements. The group management
report is consistent with the consolidated financial state-
ments and as a whole provides a suitable view of the
Group’s position and suitably presents the opportunities
and risks of future development.

Munich, February 23, 2007
KPMG Deutsche Treuhand-Gesellschaft

Aktiengesellschaft
Wirtschaftsprifungsgesellschaft

Rohrbach
(Wirtschaftsprufer)

Dr. Hoyos
(Wirtschaftsprufer)
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