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8TH ANNUAL GENERAL MEETING ON MAY 10, 2007

1. Presentation of the approved annual financial statements and annual consolidated
financial statements as of December 31, 2006, the management report for
ELMOS Semiconductor AG and the group management report, and the Supervisory Board'’s
report for the financial year 2006

2. Resolution on the appropriation of retained earnings

3. Resolution on the formal discharge of the Management Board for the financial year 2006

4. Resolution on the formal discharge of the Supervisory Board for the financial year 2006

5. Election of the auditor for the financial year 2007

6. Resolution on the authorization to acquire own shares (10% of the share capital)

7. Resolution on a by-election to the Supervisory Board

8. Resolution on the Management Board’s authorization for the issue of convertible bonds
and option bonds, the creation of conditional capital, and the corresponding
amendment to the Articles of Incorporation (75 mil. Euro max. total nominal amount,

5 mil. Euro max. amount in share capital)

9. Resolution on the amendment to Section 14 of the Articles of Incorporation (notifications)

ELMOS Semiconductor Aktiengesellschaft
44227 Dortmund | Germany

ISIN DEo005677108
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Invitation to the 8th Annual General Meeting of
ELMOS Semiconductor AG, 44227 Dortmund, Germany
(ISIN DE0005677108 / WKN: 567 710)

:th{:n- Siﬁm@o (o&n

Our 8™ Annual General Meeting will be held on Thursday, May
10, 2007, at 10.00 a.m. at the Casino Hohensyburg, Dortmund,
Hohensyburgstral3e 200, 44265 Dortmund.

Agenda
1

statements as of December 31, 2006, the management report

Presentation of the approved annual financial
statements and annual consolidated financial

for ELMOS Semiconductor AG and the group management
report, and the Supervisory Board’s report for the financial

year 2006

2 Resolution on the appropriation of retained earnings
Management Board and Supervisory Board propose that
the entire retained earnings of 44,937,751.06 Euro stated by
ELMOS Semiconductor AG for the financial year 2006 be car-
ried forward to new accounts.

3

Supervisory Board and Management Board propose that dis-

Resolution on the formal discharge of the Management
Board for the financial year 2006

charge be granted to the members of the Management Board.

4

Management Board and Supervisory Board propose that dis-

Resolution on the formal discharge of the Supervisory
Board for the financial year 2006

charge be granted to the members of the Supervisory Board.
5 Election of the auditor for the financial year 2007
The Supervisory Board proposes that Ernst & Young AG,

Wirtschaftsprifungsgesellschaft, Dortmund, be elected audi-
tor for the financial year 2007.

4

AGENDA

6 Resolution on the authorization to acquire own shares
By resolution of the Annual General Meeting adopted on May
19, 2006, the Management Board was authorized to acquire
the company’s own shares. This authorization is limited until
November 18, 2007. The proposal provides for this resolution
to be canceled and for the Management Board to be autho-
rized to acquire the company’s own shares again.
Management Board and Supervisory Board propose that

the following resolution be passed:

a) The company is authorized to acquire its own shares until

November 9, 2008.

b) The authorization is limited to the acquisition of shares ac-
counting for a total of up to 10% of the present share cap-
ital. The authorization may be exercised all at once or in
several partial amounts, once or several times, and for one
purpose or for several purposes within the framework of
the above-mentioned limitation.

¢) Theacquisition is made on the stock market or by means of
a public submission of a tender offer directed at all of the

company’s shareholders.

If the acquisition of the shares is made on the stock market,
the consideration paid by the company per share (not in-
cluding additional purchase costs) may neither exceed nor
undercut the opening price on the Xetra trade (or a func-
tionally comparable successor system replacing the Xetra
trade) of the Frankfurt/Main Stock Exchange by more than
10% on the day of purchase.

If the acquisition of the shares is effected by a public sub-
mission of a tender offer directed at all of the company’s
shareholders, the purchase price bid or the limits of the
purchase price range offered per share (not including ad-
ditional purchase costs) may neither exceed nor undercut
the average amount of the closing auction prices on the
Xetra trade (or a functionally comparable successor system
replacing the Xetra trade) of the Frankfurt/Main Stock Ex-
change of the last three trading days before the day of the
tender offer’s announcement by more than 10%. The ten-
der offer’s volume may be limited. To the extent that the
total subscription to the tender offer exceeds its volume,



AGENDA

the acceptance must occur in proportion to the shares of-
fered. A privileged acceptance of small numbers of up to
100 shares offered to the company for purchase per share-
holder may be provided for.

The Management Board is authorized to use the company’s
own shares acquired on the grounds of the preceding au-
thorization for the following purposes:

aa) They may be signed over to executives and employ-
ees of ELMOS Semiconductor AG as well as to man-
agement members and employees of affiliated com-
panies within the framework of the share option
plans 1999 and 2004 in fulfillment of subscription
rights. Insofar as own shares are to be transferred to
members of the company’s Management Board with-
in this framework, the company’s Supervisory Board
is hereto authorized. The provisions of the share op-
tion plans 1999 and 2004 are applicable: The key pro-
visions of the share option plans 1999 and 2004 as
decided by shareholders’ resolution are available for
inspection at the commercial register in Dortmund
as part of the notarial records of the respective Annu-
al General Meetings. They may also be inspected on
the premises of ELMOS Semiconductor AG at its head-
quarters, Heinrich-Hertz-Str. 1, 44227 Dortmund, Ger-
many, and on the Internet at http://www.elmos.de/ir/
corporate_governance/options/index.html. They will
also be sent to the shareholders on request and they
will be available at the Annual General Meeting.
bb) They may be realized against contribution in kind, par-
ticularly in order to offer them to third parties with re-
gard to business combinations or acquisitions of com-
panies, operations, investments, or other assets.
cc) They may be offered for purchase and signed over to
executives and employees of ELMOS Semiconductor
AG, management members and employees of affiliat-
ed companies, and freelancers.
dd) They may be offered and signed over to members of
the Management Board of ELMOS Semiconductor AG
as a share-based remuneration component in due
consideration of the rule of remuneration adequa-

cy (Section 87 (1) AktG) by the Supervisory Board. The
particulars of the share-based remuneration of mem-
bers of the Management Board are determined by the
Supervisory Board.
ee) They may be retired without further shareholders’
resolution on the retirement or its execution. They
may also be retired in a simplified procedure without
a capital decrease by adjusting the remaining non-par
shares’ pro-rated amount in the company’s share cap-
ital. The retirement may be limited to a part of the
acquired shares. If the retirement is effected in the
simplified procedure, the Management Board is au-
thorized to adjust the number of non-par shares in
the Articles of Incorporation.

The shareholders’ subscription right to these company
shares are precluded insofar as these shares are used ac-
cording to the authorizations granted in lit. d) aa), bb), cc),
and dd).

The authorization to acquire own shares as based on the
resolution of the Annual General Meeting adopted on May
19, 2006 and limited until November 18, 2007 is canceled
effective with the new authorization’s coming into force.

7 Resolution on a by-election to the Supervisory Board

Mr. Herbert Sporea, Altwittenbek, resigned from his Supervi-

sory Board mandate effective December 31, 2006. In compli-
ance with Section 104 (2) AktG, the District Court (Amtsgericht)
Dortmund appointed Dr. Klaus Weyer member of the Supervi-

sory Board until the conclusion of this Annual General Meeting

at the request of the Management Board.

Because the term of the court-appointed Supervisory Board

member is completed with the conclusion of this Annual Gen-

eral Meeting, the Supervisory Board proposes to the Annual

General Meeting that

Herrn Dr. Klaus G. Weyer

Schwerte

former member of the Management Board

of ELMOS Semiconductor AG

member of the Paragon AG supervisory board
member of the MST project Dortmund advisory board
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be elected to the Supervisory Board for the remaining original
term of Mr. Herbert Sporea, i.e. until the conclusion of the An-
nual General Meeting 2010, in accordance with Section 6.3 of
the Articles of Incorporation.

The Annual General Meeting is not bound by election pro-
posals. Sections 96 (1), 101 (1) AktG and Section 6.1 of the Ar-
ticles of Incorporation provide that the Supervisory Board is
composed solely of the shareholders’ six Supervisory Board
members to be elected by shareholders’ resolution.

Resolution on the Management Board’s authorization

for the issue of convertible bonds and bonds with war-
rants attached, the creation of conditional capital, and the
corresponding amendment to the Articles of Incorporation
Supervisory Board and Management Board propose that the
following resolutions be passed:

The resolution of the Annual General Meeting adopted on
April 26, 2002 on the Management Board’s authorization to is-
sue convertible bonds and bonds with warrants attached is
canceled. The following new resolution is passed:

a) The Management Board is authorized, with the Superviso-
ry Board’s approval, to issue bearer and/or registered con-
vertible bonds and/or bonds with warrants attached, with
a maximum term of 10 years, in one or several issues, in
a total nominal amount of up to 75 mil. Euro until May 9,
2012, and to grant the holders of convertible bonds and/or
bonds with warrants attached conversion or option rights,
respectively, to the company’s new non-par bearer shares
with an arithmetical amount in the share capital of alto-
gether up to 5 mil. Euro, subject to the particular conditions
of the convertible bonds or bonds with warrants attached.

The convertible bonds and/or bonds with warrants
attached may be issued in Euro or in the lawful currency
of any OECD member country — limited to the equivalent
amount of a maximum 75 mil. Euro.

The convertible bonds and/or bonds with warrants at-
tached may also be issued by direct or indirect, domestic or
international 100% subsidiaries of ELMOS Semiconductor
AG; in this case the Management Board is authorized, with
the Supervisory Board’s approval, to assume the guarantee
for the convertible bonds and/or bonds with warrants at-
tached on behalf of the subsidiary and to grant the holders
of convertible bonds and/or bonds with warrants attached
conversion or option rights, respectively, to new non-par
bearer shares of ELMOS Semiconductor AG.

AGENDA

In the case of the issue of bonds with warrants attached,
each equal-ranking partial debenture (“Teilschuld-ver-
schreibung”) bears one or more warrants issued by
ELMOS Semiconductor AG, entitling the holder to sub-
scribe to new shares of ELMOS Semiconductor AG sub-
ject to option conditions to be determined by the Manage-
ment Board. The pro-rated amount in the share capital of
the shares to be acquired per bond with warrants attached
may not exceed the nominal amount of the bond with war-
rants attached. In the case of the issue of convertible bonds,
the holders are to be entitled to exchange their partial de-
bentures for new shares of ELMOS Semiconductor AG sub-
ject to bond conditions to be defined by the Management
Board. The exchange ratio is to be established by dividing
the nominal amount of a partial debenture by the defined
convertible-bond price of a new share of ELMOS Semicon-
ductor AG. The exchange ratio may also follow from a divi-
sion of the issue amount of a partial debenture which is be-
low the nominal amount by the defined convertible-bond
price for a new share of ELMOS Semiconductor AG. The ex-
change ratio may be rounded in any case to a conversion
ratio with a full figure; also, any top-up cash payment may
be defined. For the rest, provision may be made that any
fractional amounts are added together and/or equalized in
cash.

The conditions for convertible bonds may also pro-
vide for the case of conversion that the company will not
give shares of ELMOS Semiconductor AG to those entitled
to conversion but pay their countervalue in cash instead,
whole or in part, which corresponds to the average share
price of ELMOS Semiconductor AG in the closing auction in
Xetra trading at the Frankfurt Stock Exchange on the ten
trading days before the day of the resolution on the issue
of convertible bonds, and in accordance with the bond con-
ditions. The conditions for convertible bonds may also pro-
vide for a conversion obligation at the end of the term or at
an earlier point in time. The pro-rated amount in the share
capital of the shares to be issued in any conversion must
not exceed the nominal amount of the convertible bonds.
The convertible or option price to be defined in each case
for a new share of ELMOS Semiconductor AG — even in any
variable exchange ratio/conversion price — must either cor-
respond with at least 80% of the average share price of
ELMOS Semiconductor AG in the closing auction in Xetra
trading at the Frankfurt Stock Exchange on the ten trad-
ing days before the day of the Management Board’s reso-



AGENDA

lution on the issue of convertible bonds or bonds with war-
rants attached, or with at least 80% of the average share
price in the closing auction at the Frankfurt Stock Exchange
during the days on which the subscription rights are trad-
ed at the Frankfurt Stock Exchange, with the exception of
the last two trading days on which the subscription rights
are traded.

Irrespective of Section 9 (1) AktG, the option or con-
version price is to be reduced due to a dilution-protection
clause as specified in the conditions for convertible bonds
or bonds with warrants attached, by paying a correspond-
ing cash amount when exercising the conversion right or
by lowering the top-up payment, if the company, during
the conversion or option term, while granting their share-
holders subscription rights, increases its share capital, or is-
sues further convertible bonds or bonds with warrants at-
tached, or grants other option or conversion rights, and the
holders of conversion and option rights are not granted
any subscription rights to the extent that would be their
due after exercise of their conversion or option rights. In-
stead of a cash payment or any lowering of the top-up pay-
ment, the exchange ratio may also —wherever possible — be
adjusted by a division by the reduced conversion price. The
conditions may also contain a provision that, in the case of
a capital decrease or other extraordinary measures, value-
retaining adjustments may be made to the conversion or
option price.

The conditions for convertible bonds and bonds with
warrants attached may also provide for the number of
shares to be acquired in any exercise of the conversion or
option rights or after fulfillment of any conversion obliga-
tion, or any exchange right in this connection, to be vari-
able, and/or for the option or conversion price to be mod-
ified within a bandwidth to be set by the Management
Board depending on the performance of the share or as
a consequence of dilution-protection clauses within the
term.

The convertible bonds or bonds with warrants attached
are to be taken over by a credit institution or a consortium
of credit institutions with the obligation to offer them to
the shareholders for subscription. However, the Manage-
ment Board is authorized, with the Supervisory Board’s ap-
proval, to exclude fractional amounts resulting from the
subscription right relationship from the shareholders’ sub-
scription right and also to preclude the subscription right
insofar as is necessary to be able to grant holders of con-

version or option rights corresponding to previously issued
convertible bonds, or holders of option rights issued by the
company subscription rights to the extent that would be
their due after exercising any conversion or option rights.

The Management Board is also authorized, with the
Supervisory Board’s approval and in accordance with Sec-
tion 186 (3) sentence 4 AktG, to preclude the sharehold-
ers’ subscription right in the one-time or repeated issue of
convertible bonds or bonds with warrants attached inso-
far as option or conversion rights or conversion obligations
to new shares of the company are granted with a pro-rat-
ed amount in the share capital of up to 10% of the compa-
ny’s share capital as stated at the first-time preclusion of
subscription rights according to Section 186 (3) sentence 4
AktG - even if based on other authorizations. For the de-
termination of an exploitation of the 10% limit, the preclu-
sion of subscription rights based on other authorizations in
direct or indirect application of Section 186 (3) sentence 4
AktG is to be taken into consideration. If the Management
Board makes use of this authorization in precluding sub-
scription rights, the issue price must not materially under-
cut the theoretical market value of the convertible bonds
or bonds with warrants attached as determined according
to recognized methods of financial mathematics.

The company’s Management Board is authorized, with
the Supervisory Board’s approval and, if applicable, in con-
sultation with the company boards of the subsidiaries issu-
ing the convertible bonds or bonds with warrants attached,
to define the further details of the issue of the convertible
bonds and/or bonds with warrants attached and its vest-
ment, specifically the interest rate, issue price, redemp-
tion amount, term, denomination, conversion or option
price, dilution-protection clauses, the conversion and op-
tion term, and exchange modalities in the case of exchange
entitlement.

The company’s share capital is to be conditionally in-
creased by up to 5 mil. Euro by the issue of up to 5 mil. new
non-par bearer shares. The conditional capital increase is
to be used exclusively for the grant of option or conversion
rights — subject to the conditions for convertible bonds or
bonds with warrants attached - to the holders of convert-
ible bonds or bonds with warrants attached which are is-
sued by the company or by the company’s direct or indi-
rect, domestic or international 100% subsidiary according
to the authorization stated above under letter a) until May
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9, 2012. The new shares are to be issued at the option or
conversion price to be determined in each case according
to letter a). The capital is to be conditionally increased only
to the extent that (i) the convertible bonds or bonds with
warrants attached are issued and (ii) their holders make
use of their conversion or option rights or fulfill their con-
version obligation. The new shares resulting from the ex-
ercise of option or conversion rights or conversion obliga-
tions are to participate in the profits from the start of the
financial year in which they are created by exercising con-
version or option rights or by fulfilling conversion obliga-
tions.

The Management Board is authorized to define the
futher details of the conditional capital increase and its
procedure with the Supervisory Board’s approval.

Section 3.6 of the Articles of Incorporation (share capital) is
to be canceled in its previous version and to be revised as
follows:

“The company’s share capital is to be conditionally in-
creased by up to 5,000,000.00 Euro (5 mil. Euro) by the is-
sue of up to 5,000,000 non-par bearer shares (conditional
capital Il). The conditional capital increase shall be effect-
ed only to the extent that the holders of conversion rights
or warrants issued until May 9, 2012 by the company or its
direct or indirect, domestic or international 100% subsid-
iaries under the authorization granted by resolution of the
Annual General Meeting adopted on May 10, 2007 exercise
their conversion or option rights, or to the extent that hold-
ers subjected to mandatory conversion under the convert-
ible bonds issued until May 9, 2012 by the company or its
direct or indirect, domestic or international 100% subsid-
iaries fulfill their conversion obligation. The new shares are
entitled to participate in the profits as from the start of the
financial year in which they are issued as a result of the ex-
ercise of conversion or option rights or of the fulfillment of
conversion obligations.”

The Supervisory Board is authorized to adjust the version
of Section 3.1 of the Articles of Incorporation according to
each issue of new shares and to make all other amend-
ments to the Articles of Incorporation in this context which
only concern this version. This applies accordingly in the
case of not making use of the authorization to issue con-
vertible bonds and bonds with warrants attached after the

completion of the authorization term and in the case of

AGENDA

not making use of the conditional capital after the comple-
tion of the terms for the exercise of conversion or option
rights.

9

The Act on Corporate Integrity and Modernization of the Right

Resolution on the amendment to Section 14 of the Arti-
cles of Incorporation (notifications)

of Rescission (UMAG), in force since January 20, 2007, subjects
the communication of information, e.g. the shareholders’ invi-
tation to the Annual General Meeting by means of data trans-
mission, to the Annual General Meeting’s approval, among
other things, even if a shareholder has explicitly agreed to
this form of information communication. In order to be able
to communicate information to our shareholders electronical-
ly further on, Section 14 of the Articles of Incorporation shall be
amended accordingly.

Management Board and Supervisory Board therefore pro-
pose the following resolution to be passed:

Section 14 is amended insofar as its heading is changed, its
former sentence 1 becomes paragraph 1, and the following
second paragraph is amended:

“Section 14 Notifications and information

14.1 The company’s notifications are made exclusively in
the “elektronischer Bundesanzeiger” (Electronic Federal
Gazette) unless there are other compulsory stipulations by
law in the individual case.

14.2 Information meant for the holders of the company’s
registered securities may be also transmitted via electronic
media.”



MANAGEMENT REPORTS

Management reports
for the Annual
General Meeting on
May 10, 2007

Management report on agenda item 6 (authorization to
acquire own shares) in accordance with Section 71 (1)

no. 8 AktG (Corporations Act) read in conjunction with
Section 186 (3) sentence 4, (4) sentence 2 AktG

In the past Annual General Meetings, the company passed res-
olutions authorizing share repurchase and the subsequent dis-
posal of acquired own shares, the most recent of which is lim-
ited until November 18, 2007. Because of the authorization
term’s expiration in the current financial year, the resolution
proposal at hand is intended to replace the authorization cur-
rently in force, which was decided by resolution of the Annual
General Meeting adopted on May 19, 2006.

In addition to an acquisition on the stock market, the com-
pany shall be given the opportunity to purchase its own shares
by the public submission of a tender offer (tender procedure).
With this alternative, each of the company’s shareholders with
the intent to sell can decide how many shares he or she wants
to offer and, if a price range is determined, at which price. If the
volume of shares offered at the determined price exceeds the
number of shares requested by the company, the acceptance
must occur in proportion to each parcel of shares offered. The
resolution shall make it possible to provide for a privileged ac-
ceptance of small offers or small contingents of offers of up to
100 shares. This possibility helps avoid fractions occurring in
determining the quota to be acquired and small remaining par-
cels, thereby simplifying the technical procedure.

The ELMOS share option plans 1999 and 2004 for mem-
bers of the Management Board, other executives and employ-
ees of ELMOS Semiconductor AG as well as for management
members and employees of affiliated companies are each
safeguarded by conditional capital. The resolution as proposed
under agenda item 6 is intended to make it possible for the
company to service the share option plans 1999 and 2004 by
the prior acquisition of its own shares as well. By this proceed-
ing, a dilution of existing shareholdings by an otherwise neces-
sary capital increase is avoided in particular. The decisions on
how the options are serviced in the individual case are made by
the company boards; they will let themselves be governed only

by the interests of shareholders and company and will report
on their decisions at each next Annual General Meeting.

By the authorization granted, the company is meant to be
able to have own shares to dispose of against contributions in
kind, especially as consideration with regard to business com-
binations or acquisitions of companies, operations, or invest-
ments in companies. Domestic and international competition
as well as a globalized economy increasingly require this kind
of acquisition financing. The proposed authorization is intend-
ed to provide the company with the necessary range of options
to seize any opportunities for the acquisition of companies or
investments swiftly and in a flexible manner. This concern is
met by the proposed preclusion of subscription rights. There
are no specific plans for making use of this authorization. In de-
termining the valuation proportions, the Management Board
will make sure that the shareholders’ interests are duly consid-
ered. In calculating the value of shares disposed of as consid-
eration, the Management Board will orient itself towards the
market price of the share of ELMOS Semiconductor AG as a
general rule. The Management Board will report to the Annual
General Meeting on each use of this authorization.

Moreover, the company is intended to be able to offer and
sign over shares to executives and employees of the compa-
ny, management members and employees of affiliated compa-
nies, freelancers, and members of the company’s Management
Board. By the issue of shares to the company’s employees, an
additional kind of share-based payment is meant to commit
employees to the company and to attract qualified new em-
ployees tothe company. The objectives motivation and employ-
ee commitment to the company are in the company’s interest.
The preclusion of the shareholders’ subscription right with re-
gard to the disposal of acquired own shares is a prerequisite to
this. Members of the company’s Management Board shall also
be given the opportunity to be offered and assigned shares as
share-based remuneration by the Supervisory Board. The pos-
sibility to offer and sign over the company’s own shares to the
Management Board members as a remuneration component
commits the members of the Management Board to the com-
pany and its economic success and is therefore in the compa-
ny’s interest as well. Members of the Management Board who
receive shares as remuneration on these grounds have an ad-
ditional motivation to work towards the company’s increase in
value as expressed by its share price. On the other hand, they
bear the price risk. The decision on this is the sole responsibility
of the Supervisory Board as the proper decision-making body,
and the Supervisory Board also decides on the particulars of
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MANAGEMENT REPORTS

the share-based remuneration of Management Board mem-
bers in compliance with the statutory provisions for remuner-
ation adequacy (Section 87 (1) AktG). Thereby is it assured that
the shareholders’ subscription right is precluded not excessive-
ly and only in the company’s interest.

Shares purchased on the grounds of the proposed reso-
lution on the company’s authorization are meant to be sub-
ject to retirement as decided by the company even without a
new shareholders’ resolution. According to Section 237 (3) no. 3
AktG, the Annual General Meeting can decide the retirement
of non-par value shares without the necessity of a decrease of
the share capital. The proposed authorization provides for this
alternative besides the retirement with a capital decrease. By
a retirement of own shares without a capital decrease, the re-
maining non-par value shares’ pro-rated amount in the share
capital automatically rises. Therefore the Management Board
shall also be authorized to adjust the number of non-par shares
reduced by the retirement in the Articles of Incorporation.

Management report on agenda item 8 in accordance with Sec-
tion 221 (4) sentence 2 AktG read in conjunction with Section
186 (3) sentence 4, (4) sentence 2 AktG

Supervisory Board and Management Board propose to the An-
nual General Meeting that the Management Board be autho-
rized, with the Supervisory Board’s approval, to issue convert-
ible bonds or bonds with warrants attached until May 9, 2012,
in one or several issues, in a total nominal value of up to 5 mil.
Euro with a maximum term of ten years and to grant the hold-
ers option rights or conversion rights, respectively, to new
shares of the company with a pro-rated amount in the share
capital of up to 5 mil. Euro.

The authorization to issue convertible bonds and/or bonds
with warrants attached is meant to make it possible in the
company’s interest to issue preferably favorable bonds which
are particularly well-suited to the requirements of the capital
markets. If necessary and according to the market situation,
the company shall also be able to draw on German or interna-
tional capital markets, via the company’s direct or indirect, do-
mestic or international 100% subsidiaries, and to issue bonds
in the lawful currency of any OECD member country, besides
the Euro. As a basic principle, the shareholders have a subscrip-
tion right. However, this right can be precluded with the Su-
pervisory Board’s approval. The possibility of subscription right
preclusion gives the company the necessary flexibility to seize
favorable stock market situations at short notice. According to
Section 221(4) sentence 2 AktG, Section 186 (3) sentence 4 AktG

10

applies accordingly, stipulating that an issue price which is not
materially below the market price must be determined. There-
fore the authorization includes that the issue price of the con-
vertible bonds and/or bonds with warrants attached must not
materially undercut the partial debenture’s theoretical mar-
ket value as determined according to recognized methods of
financial mathematics. In order to fulfill this requirement with
the issue of convertible bonds and/or bonds with warrants at-
tached as well, the Management Board will ask for a general-
ly accepted investment bank’s expertise for every preclusion
of the shareholders’ subscription right in compliance with Sec-
tion 186 (3) sentence 4 AktG. Thus the shareholders’ protection
requirement with regard to the dilution of their shareholdings
is accomodated.

In order to not exceed the subscription right preclusion lim-
it of a maximum 10% of the share capital as stipulated by Sec-
tion 186 (3) sentence 4 AktG, it is also provided that the possi-
bility of the preclusion of the subscription right may only be
made use of insofar as no other possible authorizations for the
preclusion of subscription rights are made use of at the first-
time preclusion in accordance with Section 186 (3) sentence 4
AktG. The preclusion of subscription rights based on other au-
thorizations in direct or according application of Section 186 (3)
sentence 4 AktG must be taken into consideration for the de-
termination of an exploitation of the 10 % limit.

Furthermore, the provided preclusion of the sharehold-
ers’ subscription right for fractional amounts makes it possi-
ble to use the authorization with smooth amounts and to thus
make the realization of this capital measure easier. The pre-
clusion of subscription rights in favor of the holders of option
or conversion rights or the owners of convertible bonds sub-
jected to conversion obligations carries the advantage that in
the case of using the authorization the option or conversion
price must not be reduced according to the prevailing option
or conversion conditions for the owners of already existing op-
tion rights, conversion rights, or convertible bonds subjected
to conversion obligations.

The conditional capital Il (of 5,000,000.00 Euro) is neces-
sary to make the issue of convertible bonds or bonds with war-
rants attached with corresponding option or conversion rights
or conversion obligations to shares of ELMOS Semiconductor
AG possible.



PARTICIPATION IN THE ANNUAL GENERAL MEETING

Participation in the
Annual General Meeting

The company’s share capital comes to 19,413,805.00 Euro
as of the notification of the convening of the Annual Gener-
al Meeting in the Electronic Federal Gazette and it consists of
19,413,805 non-par bearer shares with one vote accounted for
by each non-par share. The total number of company shares
and voting rights as of the notification of the convening of the
Annual General Meeting in the Electronic Federal Gazette is
therefore 19,413,805 each.

According to Section 11 of our company’s Articles of Incor-
poration, shareholders are entitled to the participation in the
Annual General Meeting and to the exercise of voting rights
if they register with the company under the following address
and submit special proof of their shareholder capacity, issued
by their depositary bank, to the company under the following
address

ELMOS Semiconductor AG

c/o Deutsche Bank AG

General Meetings

60272 Frankfurt am Main | Germany

The proof of shareholder capacity must refer to the beginning
of April 19, 2007 and must be received by the company togeth-
er with the registration before midnight of May 3, 2007 under
said address. Registration and proof of shareholder capacity
must be in writing and composed in German or English.

Upon the company’s receipt of the registration and the
proof of shareholder capacity, tickets of admission to the An-
nual General Meeting will be sent to the shareholders. In or-
der to assure the timely receipt of admission tickets, we ask our
shareholders to please request a ticket of admission to the An-
nual General Meeting from their depositary bank in good time.
In this case, the required registration and the proof of relevant
shareholder capacity are provided by the depositary bank.

Shareholders who do not want to participate in the Annual
General Meeting in person may have their voting rights exer-
cised by a proxy, e.g. a credit institution or a shareholders’ as-
sociation.

As usual, shareholders may also have themselves rep-
resented in elections by proxies nominated by the com-
pany. These representatives must be provided with a

signed form for proxy and voting instructions. The prox-
ies are obligated to vote according to these instructions.

Shareholders who want to make use of this proxy voting
procedure require a ticket of admission to the Annual General
Meeting. Detailed information on the participation in the An-
nual General Meeting, proxy voting, and voting instructions
are sent to the shareholders together with the admission tick-
et. Relevant information is also available on the Internet at
www.elmos.de.

On the chairman’s orders, all shareholders of ELMOS Semi-
conductor AG and the interested public may follow the en-
tire length of the Annual General Meeting live on the Internet
(www.elmos.de) on May 10, 2007, starting at 10.00 a.m. Unre-
stricted online access to the live broadcast will be made avail-
able under Investor Relations/Annual General Meeting.

Countermotions and election proposals for a specific item on
the agenda are to be submitted to the address given below ex-
clusively:

Hauptversammlungsstelle

ELMOS Semiconductor AG

Heinrich-Hertz-StraRRe 1

44227 Dortmund | Germany

Fax: +49 (0)231/7549-548

Otherwise addressed countermotions and election propos-
als will not be considered. Shareholders’ countermotions and
election proposals received under the above-mentioned ad-
dress before midnight of April 25, 2007 will be made avail-
able to the other shareholders on the Internet at www.elmos.
de without delay upon proof of the applicant’s shareholder ca-
pacity. The countermotion or election proposal is to be submit-
ted in German. If the countermotion or proposal is meant to
be published in English as well, an English version is to be en-
closed. Possible statements made by the administration will
also be published at the same Internet address subsequent to
April 25, 2007.

Dortmund, March 2007
The Management Board
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Information

The doors to the Annual General Meeting will open on May 10,
2007 at9.00 a.m.

Parking space will be available to our visitors at the Casino Ho-
hensyburg for the duration of our Annual General Meeting.
Please present your parking ticket upon registration so that we
can exchange it for a parking voucher for free parking.

There will be a free bus transfer provided by the company
Horn-Reisen from the Dortmund bus station — opposite the
main station — to our Annual General Meeting at the Casino
Hohensyburg and back, leaving at 9.00 a.m. This bus returns
from the Casino Hohensyburg to the Dortmund bus station at
1.00 p.m.

The casino bus connects the Casino Hohensyburg with the
Dortmund bus station at hourly intervals beginning at 2.03

p.m.

12

INFORMATION

On A1 from Koln (Cologne), take the exit Hagen-Nord. From
there follow the signs to the Casino Hohensyburg.

On A 44 or A 2, head towards Dortmund-Zentrum (city center)
first. From the city, you will get to the Casino Hohensyburg via
B 54 South.

On A 45, take the exit Dortmund-Sid in the direction of Ho-
hensyburg. From there follow the signs to the Casino Hohen-
syburg.

Casino Hohensyburg

Hohensyburgstralle 200

44265 Dortmund

Germany
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in million Euro unless otherwise indicated
Sales

Growth rate

Gross profit

Gross margin

Research and development expenses
Research and development expenses in % of sales
EBIT

EBIT in % of sales

Income before income taxes

Income before income taxes in % of sales
Net income

Net income margin

Earnings per share in Euro

Total assets

Shareholders’ equity

Equity ratio

Financial liabilities

Cash, cash equivalents and marketable securities

Net debt

Cash flow from operating activities
Capital expenditures

Capital expenditures in % of sales
Cash flow from investing activities

Free cash flow*

Dividend per share in Euro

Employees on annual average

* Cash flow from operating activities minus cash flow from investing activities

2002
US-GAAP
109.7
2.5%
53.8
49.0%
17.5
16.0%
193
VA
15.7
14.3%
8.9
8.1%

0.46

208.5
112.4
53.9%
62.2
111
51.2

26.0
-341
31.1%
=283}

—-33

0.00
830

2003 2004 2005
US-GAAP IFRS IFRS
121.4 143.3 147.0
10.7% 18.1% 2.6%
61.4 73.2 70.6
50.6% 51.1% 48.1%
20.4 247 28.1
16.8% 17.2% 19.1%
211 26.4 20.0
17.4% 18.4% N
17.3 229 16.4
14.2% 16.0% 11.2%
10.0 14.2 10.0
8.3% 9.9% 6.8%
0.52 0.74 0.52
205.3 PAVA] PEYA]
124.7 133.8 1443
60.7% 61.6% 60.9%
60.6 57.6 67.9
259 18.9 16.8
34.7 38.7 51.2
6.5 34.7 19.7
—253 —335 —-29.6
20.9% PERY 20.1%
3.4 -31.2 -30.4
10.0 3.5 —10.7
0.13 0.21 0.00
874 928 1,028

**Subject to shareholders’ resolution at the Annual General Meeting in May 2007
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and growth rate
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In the past year 2006 we made considerable progress in our operating activities and our strate-
gic orientation. And we managed to do so despite a difficult starting position. In order to reach
the targets defined in the last year, ELMOS made changes, substantial in part, on many compa-
ny levels with regard to processes, organizational structures, and the strategic orientation. Thus
we created the basis for continuing profitable growth.

Customer specific semiconductor solutions, so-called ASICs, for use in automotive applications
remain our core business. However, we have begun to support this intact pillar of growth by the
development of other business fields. These benefit from our core expertise and will contribute
to its expansion. We are convinced these additional business fields are going to make deciding
contributions to growth and income in the medium term. The overall focus of our efforts is di-
rected to continued profitable growth. That is why our annual report’s title takes up this slogan:
Growing stronger.

ELMOS ANNUAL REPORT 2006 | ABSTRACT 1 5
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LETTER TO OUR SHAREHOLDERS

Our financial targets for the past year were ambitious considering the starting position. The
challenge was to regain our full strength after the disappointing year 2005 with a sales increase
of only 2.6 percent. At that time we had lost contracts for different reasons, and high-volume
projects had run out. Against this background it is good news that we achieved our goal of
about ten percent growth in 2006.

The earnings before interest and taxes (EBIT) of 19.8 million Euro were burdened by considerable
preparatory efforts for microsystem projects and the startup of the 8-inch production line. Nev-
ertheless we reached our last pronounced EBIT target, 12 percent of sales. This was possible be-
cause the core operating activities’ profitability compensated for a major portion of the charges
brought on by preparatory efforts. The net income 2006 comes to 10.7 million Euro or 6.7 per-
cent of sales, within the range of our forecast. The free cash flow of 8.6 million Euro had a very
positive development and made us reach our target on that score as well.

Let me now point out some important aspects which characterize our achievements as well as
our objectives for 2007:

The new 8-inch production site in Duisburg turned out its first products to be delivered to
customers in mid-2006. By the end of the year 2006 we introduced up to 50 wafers a day
to the production line. We will keep expanding the production in 2007 with great commit-
ment. On the customer side we will make the greatest efforts to achieve a faster inflow of

our products manufactured on 8-inch wafers into current production runs.

Parallel to the startup of the new Duisburg production site, we put the new testing area
in Dortmund into operation right on schedule. We have provided the capacity we need to
make our growth possible.

With the formation of the subsidiary ELMOS Industries, we laid the foundations for growth
in the markets for industrial and consumer electronics. The sales contribution of these mar-
kets of presently about ten percent of total sales is intended to be increased to 20 to 30 per-
cent in the medium term.

We gave the green light to six application specific standard product families (ASSPs). By in-
creased direct marketing of such product lines and support provided by ELMOS Industries,
we can expand partnerships with present customers on other business fields. The start of
production for the first projects will be in 2007.



LETTER TO OUR SHAREHOLDERS

Our microsystem projects produce a great deal of customer interest throughout. In 2007 we
will show that our pioneering work on this field brings the customers great advantages with
their applications. The successful launch of additional projects is another important issue
for 2007.

The extended cooperation with Freescale Semiconductor for system-in-package solutions
opens up new vistas. The multi-chip products resulting from this cooperation combine the
high-capacity 16-bit microcontroller lineups (MCU) made by Freescale with the application
specific high-voltage CMOS chips made by ELMOS. This helps us in the development and
production of intelligent solutions for automotive comfort and body electronics. In 2007 the
first products will be presented.

We have recently found a competent South Korean partner to support our marketing activi-
ties in the Far East. Together we are going to push our products in this market.

In mid-2006 we started relocating the assembly of standard packages from our subsidiary
in the Netherlands to external service providers in Asia to make use of cost advantages. In
2006 more than 40 percent of the revenue generated by ELMOS Advanced Packaging was
attributable already to higher-value special packages. With the relocation of standard pack-
age assembly completed in the year 2007, our subsidiary will focus solely on the develop-
ment and production of special packages.

First pilot designs have been realized in highly integrated logic processes with foundry part-
ners to secure our access to cutting-edge technologies without high expenditures for our
own production facilities.

We have been successful with our effective initiative for the quality improvement of our
products and receive positive feedback from our customers.

As you can see we used the past year actively to advance crucial aspects of our strategy, achieve

improvements in our operating activities, and set the course for growth. We will continue these
efforts in 2007 with all our energy.
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LETTER TO OUR SHAREHOLDERS

There has also been a welcome addition to our management team. Nicolaus Graf von Luckner
has been responsible for Finances since July 1, 2006. After the death of longtime CEO Knut Hin-
richs, the Management Board’s financial department is run by an economist once again. New
CFO Graf von Luckner has more than 27 years of experience in the automobile industry. His pro-
fessional competence is a valuable asset to the company.

Dr. Klaus Weyer left the Management Board as of December 31, 2006. However, the company’s
co-founder and pioneer in the field of automotive electronics will stay on board as member of
the ELMOS Supervisory Board. On behalf of all members of the Management Board, | express
my deep gratitude to Dr. Klaus Weyer for his outstanding achievements.

| would also like to mention that the year 2006 was characterized by circumstances which
brought about additional challenges for us. Because of the weakness of the American car man-
ufacturers, our U.S. business fell short of our expectations by roughly ten percent. Prices for en-
ergy and raw materials rose significantly, and for our basic material, the silicon wafers, in partic-
ular. These high expenses are going to hold up through the year 2007.

The market conditions established by our automotive customers have changed faster than ever
before. Our customers now demand much more support for the integration of our chips into
their applications. This means additional expenses on the one hand but it is also a chance for
market distinction. Above all this is the case when we use patented technologies in our prod-
ucts, e.g. the new concept for actuating brushless DC motors, named VirtuHall®.

In summarizing the above-mentioned aspects | want you to know that we will seize the year
2007 to keep realizing our strategy with greatest determination. The strategic targets will be
flanked by focal operating issues supporting our competitiveness. For example, programs for in-
centive wages in the production, development, and sales divisions will lead to further improve-
ments of process efficiency. We are expecting additional cost savings from the introduction of
an advanced balanced scorecard to production. And the relocation of the standard package as-
sembly to the Far East will also make positive contributions to the profitability.



LETTER TO OUR SHAREHOLDERS

Against the setting of the efforts described, the market environment, and the considerable pre-
paratory efforts, we are expecting a solid sales increase of about ten percent in 2007 and a
gross margin on last year’s level of roughly 45 percent.

You see ELMOS makes great efforts not only to keep growing in 2007 but to lay the founda-
tions for continued growth and profitability in the next years. What has been achieved so far
makes us confident that we will realize further improvements. Last but not least, it is the feed-
back from our customers that shows me we are on the right track. They have paid respect to our
achievements in numerous one-on-one conversations, and their ambitious project definitions
stimulate us to keep delivering top performances.

Let me express at this point my personal and the entire Management Board’s special gratitude
to the three most important cornerstones of our business: to our customers, because without
them we would not be here, to our employees, because we as a company are supported by them
and their performances, and not the least portion of our gratitude is due to you, the sharehold-

ers, for your faith in our company.

Ahead of us is a year of advancement and further growth.

Sincerely

Dr. Anton Mind|
CEO of ELMOS Semiconductor AG
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Business and
economic framework

ELMOS develops, produces and sells highly integrated, mostly application specific microelec-
tronic circuits, primarily for automotive use. Roughly 9o percent of the revenue originated from
this market segment in 2006 once again. Within the past two decades, ELMOS has achieved a
leading market position as semiconductor manufacturer on the European market for automo-
tive electronics. According to the market research institute Gartner Dataquest, for the last years
ELMOS has been the worldwide No. 3 in the segment ASICs (Application Specific Integrated Cir-
cuits) for the automotive market with a 12 percent share of the market in March 2006, ranking
behind STMicroelectronics and NEC. The immediate competitors AMI Semiconductor and Mel-
exis follow on ranks four and five.

ELMOS chips are used by almost all European car manufacturers. Ever-increasing demands on
the reduction of fuel consumption and the environmental compatibility of an automobile, and
especially on its passengers’ safety and comfort, lead to more and more electronics inside the
vehicle. Semiconductor components made by ELMOS are ideally suited to the compact, reliable
and economical construction of those systems.

New automotive projects usually require three to four years of development time till they enter
serial production for roughly five years. Sometimes the production period is extended consider-
ably if car manufacturers put to use a similar technical platform in a family of new car models.
By the time a new project is won, prices are usually determined for the entire project life cycle
dependent on the scheduled volume.

ELMOS has served niche markets with its own know-how for more than 20 years. It is the com-
pany’s strategy to excel with consistently optimized production technology in response to mar-
ket demands and with customer specific product development. Therefore ELMOS usually devel-
ops products by the customer’s order for a specific application and then manufactures these
products for the customer exclusively. ELMOS directs its efforts at running a profitable business
and growing ahead of the market with customized integrated circuits as the customers’ com-

petent partner.

Apart from customer specific circuits, comprising approximately go percent of all products,
ELMOS also offers a portfolio of application specific standard products (ASSPs) as well as mi-
cromechanical sensors produced by the U.S. subsidiary company Silicon Microstructures Inc.
(SMI), based in Milpitas, California. SMI develops, produces and sells micromechanical compo-
nents (MEMS) and ranks among the technology leaders for high-precision silicon pressure sen-
sors. In addition to pressure sensors, SMI also develops sensors for acceleration and rotary mo-
tion which are of special interest to the automobile industry. With its own production site in
California, SMI has solid serial production facilities and capabilities. The producing subsidiary
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ELMOS Advanced Packaging B.V. (ELMOS AP), based in Nijmegen in the Netherlands, completes  Own production sites
the technology and product portfolio. ELMOS AP develops and manufactures packages for elec-

tronic semiconductor components and sensors. Apart from standard packages compliant with

JEDEC regulations, customer and application specific special packages — partly standing out

from the competition by patented know-how —are part of the product portfolio. The Nijmegen

plant provides state-of-the-art technology. In 2006 ELMOS AP still covered roughly 40 percent

of all assembly services for ELMOS. Besides assembly within the group, the company also manu-

factures special packages for third-party customers. In the future ELMOS AP will focus solely on

the development and production of special packages. The assembly of standard packages will

be transferred to longtime partners in Southeast Asia.

ELMOS produces all ASICs at its own production site for semiconductor components (wafer fab)
in Dortmund and on the production line in Duisburg put into operation in the year under re-
port. ELMOS distinguishes itself from most of its competitors by automotive-suited high-volt-
age CMOS technology as well as the system-compatible integration of analog and digital func-
tions with on-chip driver performance.

The division ELMOS Microsystems, newly created in 2005, supports the portfolio with the devel-
opment and sale of application specific, micro-mechatronic modules. These modules combine
the capabilities of the three developing and producing companies within the ELMOS Group and
consist of signal processing semiconductor components, micromechanical sensors, and func-
tional packages. They make it possible for the customer to realize cost-effective system solu-
tions.

Apart from the automotive market, ELMOS is also busy in the markets for industrial and con-
sumer goods, supplying customer specific circuits for use in household appliances, cameras,
installation and building technology, and machine control, among other fields of application.
These non-automotive markets will be attended to intensively in the future by ELMOS Indus-
tries, founded in the year under report. They contributed roughly ten percent of sales in the past
year, unchanged from the previous years.

ELMOS started the year under report with a clear strategy and has made significant progress  Focus on customer specific
with its realization. The center of attention was the focus on customer specific automotive ap-  automotive applications
plications. With these ELMOS has gathered experience in the field of automotive semiconduc-

tors over decades. The startup of the second production site in Duisburg was a crucial step in

this regard, both for supply guarantee and the use of cost reduction potential due to the larg-

er wafer diameter. First customer releases were given in the third quarter, others followed near

the end of the year.

Another focus was on the expansion of the development and sale of application standards (AS-
SPs). For this purpose, ELMOS created the division Applications & Systems (AS) to produce and
sell application standards systematically. Application standards particularly involve procedures
protected by patent law, such as HALIOS® and VirtuHall®, bringing about a competitive edge for
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ELMOS. Such a family of application standards allows for the user’s fast and simple realization
of intelligent solutions, e.g. for sensor or driver applications.

Microsystems, consisting of ASICs and MEMS in a customer specific package, currently generate
great interest in the market. With the ability to develop and produce those systems within the
group consolidation, ELMOS clearly distinguishes itself from its competition and offers its cus-

tomers a unique advantage.

Progress has also been made with the integration of third-party silicon into the company’s own
system solutions. First projects on the basis of non-company-produced components have been
brought to prototype maturity. These purchased components are produced according to ELMOS
construction plans either by strategic partner companies or large semiconductor foundries us-
ing technologies not provided by ELMOS. Thanks to the technical capabilities of ELMOS AP, own
and purchased components are integrated into functional packages as multi-chip modules.

Finally, the planned targeting of new markets apart from the automobile market was realized
by the foundation of ELMOS Industries. This subsidiary took up business in the fourth quarter
of the year under report. For non-automotive markets, i.e. industrial and consumer markets,
ELMOS aims at a sales contribution of 20 to 30 percent of total sales revenues in the medium

term.

The ELMOS business model responds to the automobile industry’s demands as well as the cus-
tomers’ requirements for innovation, quality, flexibility, and delivery reliability. The resulting
tight customer-supplier relationship is reflected by the ELMOS Group’s diversified structural lay-
out. Several branches, subsidiaries and partner companies at various locations in Germany, Eu-
rope and worldwide provide distribution and application support to the customer on the spot.
This network comprises, among others, the Munich and Stuttgart branches, the subsidiary com-
panies ELMOS France, ELMOS North America, MECHALESS, and GED, and cooperation partners
attoSensor, DMOS, and MAZ. ELMOS France attends the French and southern European markets
and provides application support and customer service on the spot. For ELMOS, France is cur-
rently the most important regional market apart from Germany. ELMOS North America serves
the North American market from its headquarters in Farmington Hills near Detroit, U.S.A., cen-
ter of the American automobile industry. In addition to the representation in Tokyo, a second
Asian sales base was established in Seoul, South Korea, in the year under report.
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Organizational structure overview

ELMOS Semiconductor AG
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In its segment reporting, ELMOS makes a distinction between the segments semiconductor
and micromechanics. The segment micromechanics reflects the business operations of SMI. The
other companies and activities are recorded in the segment semiconductor.

Relationships with affiliated companies

With indirect and direct shareholdings of altogether 52.9 percent, ELMOS Finanzholding GmbH
(EFH) is the major single shareholder of ELMOS Semiconductor AG. Therefore the Management
Board has prepared a report on the relationships with affiliated companies according to Section
312 AktG (German Corporations Act), concluding with the following statement in compliance
with Section 312 (3) AktG:

“We declare that, under the circumstances known to us at the time legal transactions were ex-
ecuted and measures were taken, our company received appropriate consideration for each le-
gal transaction. Disadvantages as defined by Section 312 AktG did not result for us from our re-
lationships with affiliated companies.”
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Automotive semiconductor market

The market of relevance to ELMOS is the market for semiconductor chips for the automobile
industry. This market is a niche market of the global semiconductor industry. It comprises a
share of roughly seven percent of the entire worldwide semiconductor market. Due to the ef-
fect of the relatively steady car production and the increasing proportion of electronics used
in vehicles, the automotive semiconductor market shows a significantly higher stability than
the global semiconductor market, which is characterized primarily by the developments re-
garding memory and communication chips. It is expected that the portion of total higher-val-
ue car costs accounted for by electronics is going to rise from about 25 percent today to rough-
ly 35 percent in 2010. The market for electronics and microelectronics for automotive use has
grown, and will continue to grow in the long term, many times faster than the number of pro-
duced automobiles. A continuation of this trend can be expected at least for the next ten years.

The automotive semiconductor market’s special distinguishing features are the product life cy-
cles, atypically long for the semiconductor industry, and the resulting long delivery periods of
more than ten years in some cases. The market is also characterized by long-lasting customer-
supplier relationships and the extremely high demands on quality as well as especially tough
ambient conditions requiring robust semiconductor technologies.

The global market for automotive semiconductors amounted to 19.1 billion USD in the year
2006. Experts forecast the automotive semiconductor market’s growth of seven to eight per-
cent per annum for the next years. The market research institute Semicast Estimates expects
the market to grow to 36.5 billion USD by 2015.

The market primarily addressed by ELMOS is in itself just a part of the automotive semiconduc-
tor market, namely the market for predominantly customer specific semiconductors, the so-
called ASICs.

The large semiconductor producers, giving top priority to the best possible utilization of their
vast production capacity, do not focus upon these ASICs because of the comparably small num-
ber of annual units. Another distinguishing feature of the ASIC business is very close supplier
relationships between the customer and one individual ASIC manufacturer, among other fac-
tors a result of the customer’s wish for protection of his own know-how. With regard to typi-
cal medium-volume ASIC projects, ELMOS competes with companies of similar size, such as AMI
Semiconductor, Melexis, austria micro systems, and Micronas. When it comes to very large unit
numbers, ELMOS also competes with major producers such as Infineon, STMicroelectronics, and
Freescale.
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Economic environment

The trend of the year 2005 continued through the year 2006. The consolidation process on the
automotive market has continued unabatedly, the number of suppliers has declined. Average
project volumes rise, and so does the pressure on prices. Pricing pressure is handed on by the car
manufacturers in the form of cost-cutting plans to the so-called “tier1” manufacturers, the sup-
pliers on top of the supply chain. They pass the pressure down to their suppliers in negotiations
for new projects.

Because product development periods in the automobile industry become shorter and short-
er, deadline pressure increases as well. A delayed placing of an order after lengthy negotiations
often enforces this situation additionally. On the other hand, even the slightest exceeding of a
project deadline may have the result that the order cannot be transferred to production.

Changes have occurred to the worse concerning the acceptance of development costs as well.
In the past, the customer usually paid about half of the development costs. Owing to increased
competition, the customer’s willingness to accept development costs at all is rapidly on the de-
cline today. Therefore the risk increases that the customer will abandon a project, e.g. if his end

customer cancels the order.

Especially where very large projects are concerned, the customer demands the allocation of de-
velopment costs through serial production. Furthermore, parallel developments by two com-
peting suppliers occur more often, replacing single-sourcing which used to be the rule in the
ASIC business. This new situation and the high pricing pressure today make a customer’s change
of suppliers possible even during a car’s serial production in projects like these.

2006 was altogether a satisfactory year for ELMOS. After the distinct slump in the third quar-
ter of 2005, a growth of sales and an improvement of the essential key figures have since been
achieved quarter by quarter. In the year under report, total sales revenues of more than 160
million Euro were generated, corresponding with a growth rate between nine and ten percent
starting from 147 million Euro prior-year sales. This is all the more remarkable as the American
automobile market showed a significant weakness and our U.S. sales expectations fell short by

more than ten percent.

The negative influences of the previous year such as pricing pressure, changed product mix, and
postponements and cancellations of projects continued to affect the year under report. And the
significantly increased prices for raw materials — above all silicon wafers but also precious met-
als—and higher energy costs had to be absorbed. Finally, the expenses for the startup of the sec-
ond production line in Duisburg as well as preparatory efforts for microsystems and ASSPs bur-
dened the gross margin, which remained at a mark of 45 percent in the course of the year.
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In 2006 15 percent more chips were produced than the year before. And the demands on the
products and their complexity as measured by the number of reticles or layers to be structured

have grown substantially.

The ASICs and ASSPs delivered to customers in 2006 originated predominantly from the 6-inch
(150 mm) production line at the Dortmund headquarters. The first selected automotive ASICs
produced on the 8-inch (200 mm) production line at the Duisburg location were ready for deliv-
ery in the second half-year.

The Dortmund line was further expanded in the year under report as scheduled in order to be
prepared for the next technology generations and the rising capacity demand of production.

Machine capacity came to roughly 480 wafer starts a day by the end of the year 2006; at 430
wafer starts a day, the average utilization exceeded the prior-year level (about 400 wafer starts).
Altogether more than 177,000 wafers were manufactured in 2006 (2005: about 131,000 wa-

fers).

The capacity of the present Dortmund production line can still be expanded by the recruitment
of additional staff and further investments in machines and an expansion of production space.
In the year 2006 the fourth construction stage was completed, providing new clean room space
for production in the second half-year 2006. This building structure has been used for an expan-
sion of our testing area and can also provide space for the frontend expansion at a later time, if
necessary.

The second step to safeguarding future capacity is the cooperation with the Fraunhofer Insti-
tute for Microelectronic Circuits and Systems (IMS) in Duisburg. In 2006 ELMOS completed the
transfer of first process technologies and the qualification of the existing 8-inch wafer line and
also achieved the customer release for the first products. As planned, the first production batch-
es could be started in Duisburg and delivered by mid-2006.

The cautious capacity expansion in Dortmund, the new production site in Duisburg, and the fu-
ture use of foundry capacities provide the necessary production capacity for the medium-term
future of ELMOS.

In the business domain assembly (ELMOS AP), the relocation of standard products to assembly
partners in the Asian region was initiated in the financial year 2006. This provided internal ca-
pacity for higher-value special products and gave access to the cost advantages from the Euro-
dollar exchange rate. The relocation of standard packages is expected to be completed in the

course of the year 2007.



GROUP MANAGEMENT REPORT | EXTRACT

The automobile industry’s high demands on quality and reliability lead to a decelerated intro-
duction of new technology generations to semiconductors used in automotive electronics.
However, industrial and consumer goods markets employ new technologies as innovation driv-
ers. ELMOS makes use of this phenomenon insofar as e.g. innovations technically matured in
consumer goods markets are later used in automotive applications. This results in the higher
quality of new products for automotive use as well.

Main emphasis of research and development activity in the year under report was placed on the
completion of the 0.8pm process transfer to the Duisburg location. The first customer releases
were given on schedule in the summer. Later in the year the series startup of transferred prod-
ucts began. Work on the development of new process technologies with smaller structure sizes
(0.35pum technology) and FLASH option made for another portion of the research and develop-
ment expenditure. These activities were also carried out in Duisburg, directly on the 8-inch line,
in order to achieve the greatest cost advantage with the highly integrated technologies and the
large (8-inch) wafers. By the use of the company’s own process technologies, ELMOS thus pur-
sues its strategy for the provision of innovative solutions which are superior to the competi-
tion.

Apart from the development of new processes, by far the larger portion of the expenditure for
research and development is accounted for by the development of new products. In the year
2006 the trend of recent years towards the customer’s refusal to assume research and develop-
ment costs for an ASIC intensified. This means that a majority of the product development costs
must be pre-financed by the ASIC supplier — ELMOS — and amortizes only through serial unit
production. Of course this especially goes for the development of ASSP families. As a result, re-
search and development expenses rose by 1.5 million Euro from the previous year to reach 29.6
million Euro, corresponding with a ratio of roughly 18.4 percent of total sales.

As a technology company, ELMOS profits especially from the employees’ know-how. Their mo-
tivation, expert knowledge and flexibility are the prerequisite to the company’s long-term suc-
cess. Particularly with regard to the development of new products and processes, the employ-
ees represent the deciding criterion for growth and innovation. At the Dortmund location, in
Germany’s most-populated federal state North Rhine-Westphalia, ELMOS is able to recruit from
a great number of well-trained young engineers, as there are more than 5o universities and col-
leges in the vicinity. ELMOS has closely cooperated with these institutions ever since its founda-
tion and holds a singular position as the sole semiconductor manufacturer in the region.

ELMOS continued to create new jobs in 2006. In the financial year 2006, the ELMOS Group had
altogether 1,702 employees on the annual average, as compared to 1,028 employees in 2005. The
new openings were provided primarily by Production due to the expansion of the Duisburg loca-
tion. However, Development and Sales also received new additions in key positions. By the end
of the year 1,127 people were in the employment of the different group companies (2005: 1,050
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employees), 738 of which at the Dortmund and Duisburg locations (2005: 673). The average age
of employees in the ELMOS Group is 36 years (2005: 36 years).

Roughly ten percent of all Dortmund employees are trainees. ELMOS offers training for a variety
of commercial and technical professions, with an emphasis on training microtechnologists. By
the end of 2006, 70 employees in Dortmund were in training (2004: 59).

In Dortmund, Management Board and employees work together in a trusting partnership, sup-
ported by an employee representative committee with its own statutes. The employees’ inter-
ests among each other and towards the management are discussed and observed in numerous
subcommittees. There are subcommittees for social issues, human relations, employee promo-
tion, and economic issues.

Employee participation/share option plans

Employees participate financially in the company’s success through share option plans at pres-
ent. These programs provide for the issue of share options to employees below Management
Board level and to Management Board members at identical conditions. As additional prerequi-
site to the Management Board members’ share options, a limit (“cap”) to the performance has
been in effect since the 2004 tranche. Share options for Management Board members are also
variable remuneration components with a long-term incentive effect.

As of December 31, 2006 altogether 715,201 share options originating from the share option
plans of the years 2000 through 2004 were outstanding (12/31/2005: 843,359). In 2006 options
from the tranche decided in 2002 and issued in 2003 were exercised. 1,381 new shares were the
result. For in-depth information about the option plans’ different tranches please refer to item
24 in the notes to the IFRS statements.

The Supervisory Board did not decide on a new share option plan in the past two years. Against
the backdrop of higher share option costs compared to former US-GAAP accounting, resulting
from accounting based on fair value as stipulated by IFRS 2, Management Board and Supervi-
sory Board decided that other measures might be taken to offer an incentive to employees and
Management Board members.
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Within the context of continuous improvement processes, ELMOS consistently implements its  Consistent realization of the
zero defect strategy and thus achieves an outstanding automotive-suited quality level. Regular  zero defect strategy
examinations of the tools put to use, close attention to the serial products from the develop-

ment stage up to manufacture, constant analyses, and statistical procedures facilitate this high

quality level. In-house laboratories scrutinize not only possible defect mechanisms of the semi-

conductor production but sensor and packaging specific features as well.

Since the mid-gos, ELMOS has had a quality management system in use which is audited annu-
ally in accordance with DIN I1SO 9oo1 and the standards QS 9ooo and VDA 6.1. These standards
have been subsumed under ISO/TS 16949:2002 with worldwide validity. ELMOS Dortmund,
ELMOS Advanced Packaging, GED, and, for the first time, SMI and the Duisburg production site
were audited and certified in accordance with the new norm in 2006.

Workplace safety and environmental protection are considered equal in importance next to the
other company objectives, product quality and profitability. The key principles governing the
ELMOS environmental policy are compliance with the law, minimization of environmental dam-
ages, the employees’ sense of responsibility, eco management, and continuous improvement
and communication.

The environmental protection management was certified in accordance with DIN EN ISO 14001 Effective
by TOV Rheinland at the Dortmund location in the year 2003 and has been confirmed by super-  prevention
vision audits in the following years without divergences. The workplace safety and environmen-

tal protection divisions are set up directly below Management Board level. ISO 14001 system-

atically and permanently anchors environmental protection in the company management. In

managing environmental protection, ELMOS emphasizes effective prevention and the efficient

utilization of natural resources in particular.

In addition to the publication of the eco report for 2005, which informs comprehensively about
environmentally relevant activity, the resulting environmental effects, and the organization of
workplace safety, ELMOS has described its ambitious social, ecological and economic claims in
a “Code of Conduct” in 2005. The code gives detailed account of the responsibility for the com-
pany, the employees, the environment, and society. This code of conduct addresses all execu-
tives and employees within the ELMOS Group. With its help we want to promote irreproachable
conduct in a way which is comprehensible to everyone, and create more transparency. This is re-
warded by the capital market insofar as ELMOS has been commended by Kempen Capital Man-
agement and SNS Asset Management as a company which attaches special value to eco-friend-
liness and social concerns. Parallel to the award, ELMOS has been nominated as a candidate for
the Kempen/SNS Smaller Europe Social responsibility Index.
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Profit, financial and
economic situation

Even though the year 2006 was characterized by difficult market conditions, the company’s de-
velopment was satisfactory. The targeted sales growth of ten percent could just be achieved,
yet not exceeded, because sales revenues had increased from quarter to quarter. The weakness
of the U.S. automobile market was a substantial factor as it made our U.S. sales expectations
fall short by roughly ten percent. The Euro-dollar exchange rate also had a negative effect. As
expected, the margins were kept under pressure because of the high charges due to the startup
of the Duisburg production site, the preparations for the launch of microsystem projects, and
the disadvantageous product mix. Furthermore, the significantly increased costs for raw mate-
Revenue according to regions rials and energy had to be absorbed.

Revenue according to regions

The regional revenue distribution changed only insignificantly in the year under report 2006.
The German sales portion slightly increased over the previous year (35.2 percent) to 37.4 percent;
the share of the other EU countries decreased marginally to 37.3 percent (2005: 42.9 percent).
The U.S. share of the total revenue also went down and comes to 13.4 percent (2005: 16.6 per-

cent). The declining revenue in the U.S.A. of the second half-year 2006 shows the weakness of
this regional market in particular. A majority of changes is a consequence of the shift from the
other EU countries and the U.S.A. towards the other countries. Above all, Canada, China, Mexico,
Switzerland, and Taiwan are the countries with an increase in revenue. The changes are in part

Germany 37.4% . , L.

US.A. 134%  accounted for only by changes of individual customers’ shipping addresses and do not necessar-
Other EU countries 37.3% .

Othercountries  11.9% iy mean a changed customer structure.

Revenue according to customers

Revenue according to customers

ELMOS supplies about 130 customers altogether. These are predominantly suppliers to the au-
tomobile industry and to a lesser extent industrial customers and manufacturers of consumer
products. As in previous years, French supplier to the automotive industry Valeo, Swedish Au-
toliv, and the Swiss Saia group were our biggest customers in 2006, each with a contribution of
more than ten percent of the revenue. Revenue generated with our top customers is usually ac-
counted for many products at different stages of their respective life cycles. The top ten cus-
tomers amounted to roughly 68 percent, or two thirds, of our revenue in 2006 (2005: 67 per-

cent).

Top 10 68%
Others 32%
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Gross profit

The gross profit increased by 3.4 percent to reach 73.0 million Euro, thus turning out dispropor-  Increased cost
tionately low compared to the revenue. This is attributable above all to the determining factors  of sales

raw material and energy costs as well as startup expenses for the Duisburg production and the

preparations for microsystems and ASSPs, which altogether made the cost of sales rise 14.8 per-

cent to reach 87.6 million Euro. The resulting gross margin came to 45.5 percent compared to

48.1 percent in 2005.

Operating income before other operating expenses/(income)

Because of the decreased gross result, the operating income declined by 2.8 percent to reach
19.6 million Euro, resulting in a margin of 12.2 percent (2005: 13.7 percent). The expenditure for
research and development and the distribution expenses fell from together 34.4 percent to 33.3
percent of the revenue. Research and development expenses are affected by the great number
of projects currently in development, including microsystems and ASSPs, as well as the develop-
ment efforts for the next process generation. The R&D expenditure amounted to 29.6 million
Euro or 18.4 percent of the revenue (2005: 19.1 percent). Distribution costs climbed to 9.7 million
Euro or 6.0 percent of sales, and their amount is due to the new activities with regard to micro-
systems and ASSPs. General administrative expenses rose to 14.2 million Euro yet remained un-
changed in relation to the revenue, at 8.8 percent.

EBIT

The earnings before interest and taxes (EBIT) decreased by 0.9 percent to 19.8 million Euro (2005:
20.0 million Euro), resulting in an EBIT margin of 12.3 percent of the revenue (2005: 13.6 percent).
The EBIT differs from the operating income in the additional consideration of foreign exchange
loss/(income), equity in losses of unconsolidated companies, and other operating expenses/
(income).

Income before taxes, group net income, and earnings per share

At 2.5 million Euro in 2006, finance income/expenses were clearly below the previous year’s lev-
el (2005: 3.6 million Euro). This is due primarily to favorable refinancing interest rates for non-
current liabilities. Pre-tax income reached 17.3 million Euro or 10.8 percent of the revenue (2005;:
16.4 million Euro or 11.2 percent). The income taxes of 6.6 million Euro rose from 2005 by 0.6 mil-
lion Euro at a tax rate of 38.4 percent (2005: 37.0 percent). The higher tax rate results essentially
from a change in Dutch tax law owing to which deferred taxes affect the net income. The group
net income after minority interest comes to 10.7 million Euro in 2006 and is 6.6 percent higher
than the previous year’s amount of 10.0 million Euro. With 6.7 percent, the net income margin
almost reached the prior-year level (2005: 6.8 percent). Earnings per share are 0.55 Euro as op-
posed to 0.52 Euro in 2005.
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Proposal for the appropriation of retained earnings

ELMOS Semiconductor AG* generated retained earnings of 2.4 million Euro according to HGB
(German Commercial Code). The retained earnings carried forward from 2005 according to HGB
come to 42.5 million Euro. The Management Board and the Supervisory Board propose to the
Annual General Meeting on May 10, 2007 to carry forward the entire retained earnings to new
accounts. Despite the significant improvements over the previous year, Management Board and
Supervisory Board see the necessity to keep the achieved liquidity within the company with re-
spect to its long-term development and therefore propose not to pay a dividend, so that the
necessary investments can be financed from company resources in the year 2007 and addition-
al outside capital must not be taken up.

Cash flow from operating activities

Compared to the previous year, the cash flow from operating activities rose clearly by almost
nine million Euro. Essential reasons were the improvements achieved in the net working capi-
tal and significantly reduced tax payments. Furthermore, the deferred taxes’ portion of the to-

tal tax load soared by 128 percent.

Cash flow from investing activities

ELMOS kept reducing its capital expenditures in 2006 and invested 26.4 million Euro in proper-
ty, plant and equipment altogether. This amount falls below the prior-year amount (29.6 million
Euro) and corresponds with roughly 16 percent of the revenue (2005: 20.1 percent). Investments
were accounted for primarily by frontend and backend in Dortmund for machines and equip-
ment as well as by the equipment of the clean room at the Duisburg location. The semiconduc-
tor segment accounted for the largest share of the capital expenditures, 2.6 million Euro were
spent in the micromechanics segment. The assembly, included in the semiconductor segment,
spent about 0.9 million Euro for machines for the production of special packages.

Cash flow from financing activities

The cash flow from operating activities more than covered the necessary investments in 2006.
The remaining liquidity was used primarily for the repayment of non-current liabilities. Cash
and cash equivalents rose from 11.4 million Euro to 16.6 million Euro in the year under report.
The portion of cash and cash equivalents of the total assets comes to 6.9 percent (2005: 4.8 per-
cent).

The total assets of the ELMOS Group increased from 237.0 million Euro in the year 2005 by 2.1
percent to 241.9 million Euro in 2006. Main factors were the decrease of deferred tax liabilities,
the repayment of non-current liabilities, and the increase of assets held for sale. The latter is ac-
counted for primarily by the expansion of the production building in Dortmund which is sched-

uled for sale in 2007 within the framework of a sale & leaseback transaction.

*The financial statements of ELMOS Semiconductor AG have received an unqualified auditor’s certificate. It is published in the Federal Gazette
(“Bundesanzeiger”), deposited with the register of companies and may also be ordered as a special print publication.
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Net working capital

Inventories increased from 27.7 million Euro at the beginning of the year under report to 311
million Euro as of December 31, 2006 on account of the revenue development. Compared with
2005, the inventories’ share of the total assets rose from 11.7 to 12.9 percent. Owing to improved
accounts receivable management, at rising sales numbers the trade receivables decreased by
4.4 percent from 29.1 million Euro to 27.8 million Euro. Trade payables rose by 20.4 percent from
10.6 million Euro in 2005 to 12.7 million Euro in 2006.

Liabilities
The net debt fell to 48.4 million Euro as of balance sheet date, a decrease of 5.5 percent com-
pared with December 31, 2005. This is due essentially to the reduction of non-current liabilities.

Outlook

Group orientation

ELMOS will keep focusing on customer specific applications for the automobile industry as a
niche supplier. In order to reach the targets defined in the year under report, ELMOS has made
changes, substantial in part, on many company levels with regard to processes, organization-
al structures, and the strategic orientation. Thus we created the basis for continuing profitable
growth. The ELMOS technology, the ELMOS design, and the production at ELMOS production
sites are solid pillars of this strategy. The successful automotive ASIC business is completed by
the opening of new business fields. We are convinced these fields will make deciding growth
and result contributions in the medium term. On the whole, the focus of our efforts is on con-
tinued profitable growth. This outlook report is based on a diligent analysis of the significant
factors.

The following aspects will characterize the course of business in 2007:
The expansion of the new 8-inch production in Duisburg is pushed forward intensively so
that it contributes significant quantities delivered at an increasing rate. On the customer
side, we will make a concentrated effort to be able to supply our current-series products

manufactured on 8-inch wafers more quickly.

With the foundation of the subsidiary ELMOS Industries, we have laid the foundations for
growth in the markets for industrial and consumer electronics. The revenue share of these
markets, currently at roughly ten percent of the total revenue, is expected to come to 20 to

30 percent in the medium term.
We started six application specific standard product families (ASSPs) in 2006. By enforced

direct marketing of such product families and support provided by ELMOS Industries, the
partnership with existing customers can be expanded on new business fields. In 2007 first
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Our microsystem projects produce a great deal of customer interest throughout. In 2007
we will show with new products that our pioneering work on this field brings the customers
great advantages with their applications.

The extended cooperation with Freescale Semiconductor for system-in-package solutions
opens up new vistas. The multi-chip products resulting from this cooperation combine the
high-capacity 16-bit microcontroller lineups (MCU) made by Freescale with the application
specific high-voltage CMOS chips made by ELMOS. This helps us in the development and
production of intelligent solutions for automotive comfort and body electronics. In 2007 the
first products will be presented.

In mid-2006 the relocation of the standard product assembly from our subsidiary in the
Netherlands to external service providers in Asia was begun to make use of cost advantag-
es. In the past year more than 4o percent of the revenue generated by ELMOS AP originated
from higher-value special packages already. With the completion of the relocation of stan-
dard package assembly in the second quarter of 2007, our subsidiary will focus solely on the
development and production of special packages.

First pilot designs have been realized in highly integrated logic processes with foundry part-
ners in order to secure our access to cutting-edge technologies without high expenditures
for our own production facilities. This project will be continued in 2007 with great commit-
ment.

The strategic targets will be flanked by operating focal issues in support of our competitiveness.
For example, the programs for incentive wages in the production, development, and sales divi-
sions will lead to further improvements of process efficiency. We are expecting additional cost
savings from the introduction of an advanced balanced scorecard to production. And the relo-
cation of the standard package assembly to the Far East will also make positive contributions to
the profitability in the medium term.

Market situation

Expectations of the German Central Association of the Electronics Industry (ZVEI) for the year
2007 are cautiously positive for the whole semiconductor market. A prerequisite for appreciable
growth would be a positive trend reversal to occur by the end of the first quarter at the latest.
For the automobile industry the forecasts show no major changes in worldwide demand. How-
ever, the new EU regulations with respect to CO2 exhaust have fueled the discussion about the
luxury cars’ right to exist; luxury cars as innovation platforms have given essential impulses to
automotive electronics in the past. On the other hand, hybrid concepts are taken notice of in-
creasingly. Thus the share of electronics per automobile will keep rising steadily in any case, and
the market for automotive semiconductors will keep growing. An average growth rate of about
seven to eight percent until 2015 is predicted for automotive semiconductor chips.
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The market conditions have changed faster than ever before. Our customers now demand much
more support for the integration of our chips into their applications. This means additional ex-
penses on the one hand, but it is also a chance for market distinction. Above all this is the case
when we use patented technologies in our products, e.g. the new concept for actuating brush-
less DC motors, named VirtuHall®.

The U.S. market environment will remain difficult. We are also not counting on relief in 2007
with regard to the high costs for raw materials and energy.

Expected financial situation

We confirm our forecast of December 2006. Accordingly we expect a sales increase of aboutten  Forecast
percent. The gross margin will come to roughly 45 percent. We expect the EBIT to be at around  confirmed
twelve percent of sales. The net income margin’s target is approximately seven percent of sales.

The free cash flow is expected to show a pleasant development and therefore a positive result.

Dortmund, March 2007
The Management Board

/]
Nigblaus Grafvon Luckner  Reinhard]Senf

Dr. Anton Mindl Dr. Frank Rot'{mann
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Financial statements

Assets

Non-current assets
Intangible assets
Property, plant and equipment
Investments accounted for at equity
Securities and investments
Deferred tax assets

Total non-current assets

Current assets
Inventories
Trade receivables
Securities
Cash and cash equivalents

Other assets

Non-current assets classified as held for sale

Total current assets

Total assets

Notes

13
14
15
15
16

17
18
19
20
21

22

12/31/2006
Euro

39,023,949
95,556,490
2

126,154
4,725,700
139,432,295

31,142,235
27,774,401

0
16,634,086
13,586,114
89,136,836

13,343,658

102,480,494

241,912,789

12/31/2005
Euro

34,844,237
101,959,587
1

645,795
9,101,839
146,551,459

27,704,590
29,064,040
5,350,375
11,418,640
10,937,674
84,475,319

5,997,193

90,472,512

237,023,971



Equity and liabilities
Equity
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Notes

Equity attributable to equity holders of the parent

Share capital

Additional paid-in capital

Surplus reserve

Accumulated other comprehensive income

Retained earnings

Minority interest

Total equity

Liabilities
Non-current liabilities
Provisions
Financial liabilities
Other liabilities

Total non-current liabilities

Current liabilities
Provisions
Income tax liabilities
Financial liabilities
Trade payables
Other liabilities
Total current liabilities

Total liabilities

Total equity and liabilities

23
23

23

25
26
27

25
27
26
28
27

12/31/2006
Euro

19,413,805
88,733,815
102,224
—4,991,418
49,091,408
152,349,834

505,088
152,854,922

1,142,637
28,284,983
354,307

29,781,927

5,122,981
280,169
36,712,756
12,731,544
4,428,490
59,275,940
89,057,867

241,912,789

12/31/2005
Euro

19,412,424
88,270,716
102,224
—2,943,060
38,912,998
143,755,302

528,190
144,283,492

1,121,704
32,864,259
1,488,110

35,474,073

4,392,625

1,245,929
35,060,684
10,574,161

5,993,007
57,266,406
92,740,479

237,023,971
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2006 2005
Notes Euro Euro
Sales 5 160,673,887 146,963,437
Cost of sales 6 87,629,925 76,336,529
Gross profit 73,043,962 70,626,908
Research and development expenses 6 29,583,236 28,124,440
Distribution expenses 6 9,679,254 9,409,620
Administrative expenses 6 14,216,140 12,970,297
Operating income before other operating expenses/(income) 19,565,332 20,122,551
Finance income 8 —452,319 —3,973,355
Finance expenses 8 2,954,883 7,588,365
Foreign exchange losses/(income) 9 288,115 —193,744
Equity in losses of unconsolidated subsidiaries 48,999 67,636
Other operating income 10 —4,176,926 —2,051,664
Other operating expenses 10 3,581,829 2,294,635
Income before taxes 17,320,751 16,390,678
Income tax expenses
Current taxes n 1,185,589 3,663,913
Deferred taxes n 5,458,781 2,394,482
6,644,370 6,058,395
Net income 10,676,381 10,332,283
Thereof:

Minority interest —18,291 296,456
Attributable to equity holders of the parent 10,694,672 10,035,827
Earnings per share

Basic earnings per share 12 0.55 0.52

Fully diluted earnings per share 12 0.55 0.52
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Cash flow from operating activities
Net income after minority interest
Depreciation
Deferred taxes
Current tax expense
Minority interest
Equity in losses of unconsolidated subsidiaries
Changes in pension liabilities
Share option expense
Changes in net working capital
Trade receivables
Inventories
Prepaid expenses and other assets
Trade payables
Other provisions and other liabilities
Income tax payments

Cash flow from operating activities

Cash flow from investing activities
Capital expenditures for intangible assets
Capital expenditures for property, plant and equipment
Capital expenditures for non-current assets classified as held for sale
Disposal of fixed assets
Purchase/Disposal of marketable securities
Purchase/Disposal of investments

Cash flow from investing activities

Cash flow from financing activities
Dividends paid/received
Payment from capital increase
Dividends paid by consolidated subsidiary to minority shareholders
Proceeds from non-current liabilities
Repayment of non-current liabilities
Proceeds/Repayment of current liabilities

Cash flow from financing activities

Decrease/Increase in cash and cash equivalents
Effect of exchange rate changes in cash and cash equivalents
Cash and cash equivalents at beginning of financial year

Cash and cash equivalents at end of financial year

Notes

20

2006
Euro

10,694,672
16,287,270
5,458,781
1,185,589
—18,291
48,999
20,933

453,611

1,296,722
— 3,437,645
—-1,907,421

2,157,383

—834,160
—2,886,707

28,519,736

—9,578,886
—16,772,554
—7,346,464
10,198,918
3,629,862

- 45723
-19,914,847

0

10,868

0

325,000

— 5,674,655
1,266,460

- 4,072,327

4,532,562
682,884
11,418,640
16,634,086

2005
Euro

10,035,827
15,499,930
2,394,482
3,663,913
296,456
67,636
—416,888

1,289,725

—1,286,139
—2,556,856
—5,059,327
—465,063
2,775,504
—6,565,582
19,673,618

—7,006,925
— 22,604,502
— 4,631,966
4,070,876

42

—244,296
—30,416,771

—4,053,000
884,777
—270,000
0
—3,852,822
14,029,988

6,738,943

—4,004,210
136,255
15,286,595
11,418,640



As of January 1, 2005

Dividends paid
Share option expense
Exercise of share options

Changes in unrealized gains on marketable
securities after taxes

Foreign currency adjustments
Acquisition of minority interest in ELMOS France
Net income 2005

As of December 31, 2005

Share option expense
Exercise of share options

Changes in unrealized gains on marketable
securities after taxes

Foreign currency adjustments
Changes of the basis of consolidation
Net income 2006

As of December 31, 2006
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Shares
Number

19,300,000

112,424

19,412,424

1,381

19,413,805

Share
capital
Euro

19,300,000

112,424

19,412,424

1,381

19,413,805

Paid-in
capital
Euro

86,208,638

1,289,725

772,353

88,270,716

453,611
9,487

88,733,815



Accumulated

other

Surplus comprehensive
reserve income
Euro Euro
102,224 -5,307,063
1,211,241

1,152,762

102,224 —-2,943,060
—1,211,241

—837,117

102,224 -4,991,418
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Retained
earnings
Euro

32,930,171

—4,053,000

10,035,827

38,912,998

—516,262
10,694,672
49,091,408

Total
Euro

133,233,970

—4,053,000
1,289,725

884,777

1,211,241

1,152,762

10,035,827

143,755,302

453,611
10,868

—1,211,241
—837,117
—516,262

10,694,672
152,349,834

Minority
interest Group
total total
Euro Euro
592,427 133,826,397
—270,000 —4,323,000
1,289,725
884,777
1,211,241
1,152,762
—90,693 —90,693
296,456 10,332,283
528,190 144,283,492
453,611
10,868
—1,211,241
—837,117
—4,811 —521,073
—18,291 10,676,381
505,088 152,854,922



Financial calendar 2007

03/14/2007 Press conference
ELMOS Dortmund

03/14/2007 Analysts’ conference
DVFA, Frankfurt am Main

05/08/2007 Interim report
January to March 2007

05/10/2007 Annual General Meeting
Casino Hohensyburg, Dortmund

08/01/2007 Interim report
January to June 2007

10/31/2007 Interim report
January to September 2007

Contact

ELMOS Semiconductor AG
Heinrich-Hertz-StraRe 1
44227 Dortmund | Germany
www.elmos.de

Investor Relations
Phone +49(0)231-7549-287
Fax +49(0)231-75 49-548

invest@elmos.de

You are welcome to ask for copies
of the full annual report or you
can download it from our homepage.



