


Financial performance in € million

Product revenue 4,079 2,586 +57.7
Precious metal trading revenue 17,946 13,634 +31.6
Earnings before interest and taxes (EBIT) 396 171 +131.6
Net income 260 118 +120.3
Financial position in € million

Total assets 3,677 2,929 +25.6
Shareholders’ equity 1,965 1,684 +16.7
Equity-to-assets ratio in % 53 58 -
Cash flow in € million

Cash flow from operating activities 77 131 -41.0
Capital expenditure 73 88 -17.1
Depreciation 87 88 -0.5
Employees

Employees at year-end 12,931 12,340 +4.8
In Germany 4772 4,589 +4.0
Outside of Germany 8,159 7,751 +5.3
Personnel expenses in € million 608 554 +9.7

» Key financial indicators for 2006 — 2010 can be found on page 82.




Our Business Groups

PRECIOUS METALS MATERIALS AND TECHNOLOGIES

SENSORS DENTAL PRODUCTS

BIOMATERIALS AND MEDICAL PRODUCTS QUARTZ GLASS

SPECIALTY LIGHT SOURCES
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Ladies and Gentlemen,

2010 was the most successful year in our company’s history. Our most important markets have recovered
from the crisis, equaling or even surpassing the previous year’s performance in many areas. Business
developments benefited both from the rise in production across the economy and from our systematic
measures and programs to improve efficiency. In this environment, we significantly boosted the Group’s
product revenues, which climbed by 58% to €4.1 billion, and raised earnings by 132% to €396 million.

The strong position Heraeus holds in a multitude of markets, our innovative strength, our highly skilled
workforce, and our solid financial structure provided a stable foundation for the Group and made it
possible to continue expanding our business activities. We found it particularly gratifying that, unlike in
2009, every business group contributed to this extremely positive performance.

The precious metals business group, which was restructured in 2010, benefited primarily from the thor-
oughly positive market development for products for the photovoltaics industry and thick film pastes.
Another new business group, materials and technologies, profited from the strong demand for contact
materials in the automotive industry. Stronger demand for our products in the steel industry stabilized
the sensors business group at a very healthy level. Above-market growth characterized the dental prod-
ucts business group, especially in the field of digital prosthetics. The biomaterials and medical prod-
ucts business group enjoyed growth with its products for orthopedic surgery as well as traumatology and
biosurgery. The quartz glass division profited from the semiconductor market’s strong recovery and from
the effects of restructuring measures introduced the year before. And the specialty light sources business
group logged notable growth, driven chiefly by demand from the solar industry.
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Letter from the Board of Management

In no small measure, we credit these extremely positive results to our employees. Without their expertise,
their hard work, and their flexibility in time of need, such success would be inconceivable. We are grate-
ful for this and equally grateful for the support of the employee representatives.

Global economic recovery also increased the demand for precious metals, with noticeable effects both
in industrial demand for platinum, gold, and silver — which boosted prices, in some cases significantly —
and in increased demand for gold and silver as investment bars. This development led to greater activity
in precious metals trading, which in turn boosted revenues.

With our expertise in processing precious metals and advanced materials, as well as providing related
services, we continued to offer custom-tailored solutions for our customers in 2010, substantially
strengthening their competitiveness. At the same time, we used this expertise to build on our strengths,
occupying global niche markets in which few competitors can keep pace. In the section of this annual
report called “High tech fills the niche,” we set forth the Heraeus model for success, which rests on our
innovative capacity.

To further strengthen our innovation leadership, we have invested considerable sums in research and
development and expanded our patent portfolio with more than 6,000 patents (including those acquired
through mergers and acquisitions). Once again this year, we reached our ambitious long-term goal of
achieving an innovation rate of about 20% for the Group as a whole.

In financial year 2010, we accomplished the main objectives of the Vision 2010 strategy we laid out in
2003. In addition, we presented our new Corporate Guiding Principles 2020 to the Group. The Corporate
Guiding Principles 2020 set forth the goals, self-concept, rules for behavior, and values embraced by



the Heraeus Group. In the coming years, we intend to maintain this profitable and sustained growth. Our
highly diversified business portfolio, our innovative strength in attractive markets, and our global pres-
ence provide excellent starting points and opportunities for doing so. Our sustainable business policies
and our solid financial position and cash flow, which improved again in 2010, give us the essential
foundation for taking advantage of future opportunities for growth — including growth through suitable
acquisitions.

Against the backdrop of continued strong performance in the first part of the year and sustained de-
mand in every key economic region and market, we are optimistic for financial year 2011. Taking into
consideration overall economic risks from capital markets and from the instability of currency zones
and national economies, we anticipate continued positive developments over the long term. We expect
to do good business with our key customer industries: automotive electronics, telecommunications,
medicine, steel, semiconductors, and environmental technology (photovoltaics). Not least, we rely on
our capacity for profitable organic growth through innovation and on targeted acquisitions in attractive
(niche) markets.

The Board of Management of Heraeus Holding GmbH

Tl =

Dr. Frank Heinricht Jan Rinnert
Chairman Vice Chairman
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M I I I I m e t e r-fl n e lines from fountain pens with precious metals expertise






When a fountain pen glides lightly over a sheet of paper and forms words in filigree,
clean lines a mere millimeter thick, this is the result of using the right fountain-pen nib.
The spherical tips must be very hard, abrasion-proof, tough, durable, and ink-resis-
tant. And it must be possible to weld them to both gold and steel nibs. Only high-quality
precious metal alloys are suited for this task. The majority of the small (0.6—1.6 mm)
precious-metal balls at the tips of fountain pens are made of ruthenium-osmium alloys.
Heraeus possesses in-depth technological expertise in manufacturing these products no
other company can match, and has been producing the sought-after alloys since the
1920s. Today, the majority of pen points throughout the world come from Hanau. Leader-
ship in a niche market could not be any clearer, thanks to the expertise in manufac-
turing and materials technology for handling precious metals that Heraeus has continued
to build upon for 160 years.



PEN TIP MADE FROM A RUTHENIUM-0SMIUM ALLOY
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Report of the Supervisory Board

Ladies and Gentlemen,
Dear Shareholders,

In 2010, the Supervisory Board performed the duties incumbent upon it by law and the articles of as-
sociation, and closely monitored the acts of the Board of Management of the company. We held two
regular meetings in the reporting period, in which the Board of Management provided us with a summary
of developments in the individual business groups and in the Group as a whole. In addition to discuss-
ing all questions relating to basic corporate policy with the Board of Management at these meetings, we
conducted in-depth reviews of all business transactions requiring our approval, including acquisition
projects, in compliance with statutory regulations and company bylaws.

At our meeting on December 3, 2010, the Supervisory Board approved the 2011 Group finance plan.

In a written resolution in February/March 2010, the Supervisory Board also gave approval for the
issuing of a stock-exchange-listed euro bond in an amount of €250 million.

In addition to the meetings mentioned above, the Chairman of the Supervisory Board maintained regular
contact with the Board of Management. He was regularly and comprehensively informed of significant
business transactions and current events of importance for assessing the situation and development of
the company, and he advised management in its strategic decisions, in particular with regard to acquisi-
tion projects within the Group.

During the reporting period, the Supervisory Board steadfastly fulfilled its duty to monitor the Board of
Management consistently.

ANNUAL FINANCIAL STATEMENTS

The annual financial statements and the management report of Heraeus Holding GmbH as well as the
consolidated financial statements and the management report of the Heraeus Group for financial year
2010 were audited by KPMG AG Wirtschaftspriifungsgesellschaft, Frankfurt am Main, and endorsed
with an unqualified auditor’s report.

The Supervisory Board authorized these audits at its meeting on April 27, 2010. Together with the
Board of Management of Heraeus Holding GmbH, the Chairman of the Supervisory Board, the Board
of Management, and the auditors discussed relevant accounting matters before the annual financial
statements were prepared.



Moreover, the Supervisory Board’s Audit Committee dealt definitively with the interim financial report
and the preparation of the consolidated financial statements for 2010 at its meeting of September 17,
2010; with the compliance management system, the risk management system, and the corporate audit
at its meeting of December 3, 2010; and with the consolidated financial statements for 2010 and their
auditing at the meeting of April 4, 2011. The Audit Committee accepted the result of the auditor’s
report on the consolidated annual financial statements with no objections.

The annual financial statements for financial year 2010 and the management report of Heraeus Holding
GmbH and the Heraeus Group for financial year 2010, along with the reports of the auditor, were pro-
vided to all members of the Supervisory Board in advance of the meeting on May 3, 2011. The auditors
who signed the auditor’s report participated in the Supervisory Board’s discussion of the documents

to be audited. They reported on the most important findings of their audit and were available during the
meeting to answer questions. The Supervisory Board approved the result of the audit with no objections.
The Supervisory Board reviewed the financial statements and the management report of Heraeus Holding
GmbH as well as the consolidated financial statements and management report of the Heraeus Group
prepared for financial year 2010. In accordance with the final result of its own audit, there were no ob-
jections. Accordingly, the Supervisory Board approved the annual financial statements and management
report along with the consolidated financial statements and management report.

COMPOSITION OF THE SUPERVISORY BOARD

At the shareholders’ meeting on June 12, 2010, Uwe Raschke was elected to succeed retiring member
Prof. Dipl.-Ing. J6rg Menno Harms. Dr. Jirgen Heraeus, Dieter Ammer, Dr. Hans-Tjabert Conring, and
Franz Haniel were reelected to the Supervisory Board.

At an extraordinary meeting of the Supervisory Board immediately following the aforementioned share-
holders’ meeting, Dr. Jirgen Heraeus was reelected as Chairman of the Supervisory Board. Dieter Ammer
was elected as a member of the Steering Committee and a member of the Mediation Committee to be
formed in accordance with the Co-determination Law.

The Supervisory Board would like to take this opportunity to thank our outgoing member for his steadfast
service on the Board.



Dr. Frank Heinricht was reappointed as a member of the Board of Management, effective January 1,
2011, and was again named Chairman of the Board of Management as well as Chief Human Resources
Officer of Heraeus Holding GmbH.

In addition, effective August 1, 2010, Jan Rinnert was reappointed as a member of the Board of Manage-
ment and was named Vice Chairman of Heraeus Holding GmbH.

The Supervisory Board would like to offer its particular thanks to everyone in management and on the
works councils of the Heraeus Group, as well as to each and every employee for their extraordinary dedi-

cation throughout the past year.

Hanau, Germany, May 3, 2011
The Supervisory Board

,Q&)Mq

Dr. Jirgen Heraeus
Chairman



Corporate Boards of the Heraeus Group

SUPERVISORY BOARD
HERAEUS HOLDING GMBH

Dr. Jirgen Heraeus (Chairman)

Hans Ostermeier (Vice Chairman)
Dieter Ammer

Clemens Blaumeiser

Dr. Hans-Tjabert Conring

Jutta Jakob

Franz Haniel

Jorg Menno Harms (until June 12, 2010)
Michael Pilz

Uwe Raschke (since June 12, 2010)
Hans Schweinsberg

Prof. Dr. Claus Weyrich

Andreas Wolf

As of December 31, 2010

BOARD OF MANAGEMENT
HERAEUS HOLDING GMBH

A
Dr. Frank Heinricht (Chairman)
Jan Rinnert (Vice Chairman)

BUSINESS GROUPS

Precious Metals
Dr. Roland Gerner

Materials and Technologies
Dr. Peter Kdhler

SR Scnsors

Jan Doets

& Dcntal Products

Dr. Martin Haase

A Biomaterials and Medical Products
Dr. André Kobelt

A (uartz Glass

Heinz Fabian
Wolfgang Stang

A Specialty Light Sources
Rainer Kiichler



Growth and the issues it raises are the subject
of much discussion, and scientists have been
exploring for decades the question of when our
growth-based economic order will reach its nat-
ural limits. How long can we expect exponential
growth to continue? What will bring it to a halt?
How long will our water, arable land, and other
natural resources be able to meet the needs of
a growing global population? Is zero growth the
answer? Many critics of a resource-devouring
industrialized society consider this to be an alter-
native. Or do we need to live with the “growth
dilemma” if we are to prevent a breakdown of
society? While there is clear evidence that a re-
covery is under way, particularly in Germany,
the global economic and financial crisis has
triggered further discussion of the limits of
growth. More and more institutions and com-
missions are focusing on fundamental ques-
tions of quantitative versus qualitative growth
and the criteria for assessing the same (for
example, GDP versus Genuine Progress Index,
or GPI). In a welcome development, the Ger-
man government has formed a commission to
investigate these issues. They are also being
discussed in a variety of contexts throughout
the world, demonstrating that many people

are actively thinking about the future — which

is a good thing, as long as we do not lose our
faith in that future.

Over the past two centuries, global economic
production has dramatically increased. The
economic cycle has been continually optimized,
leading to further growth. Indeed, our economic
system is based on expansion, and our material
prosperity depends on economic growth. How-
ever, the broader public is becoming more reluc-
tant to view prosperity solely in terms of eco-
nomic growth. People are increasingly aware that
while growth produces prosperity, it does not
automatically improve quality of life — and it ben-
efits only part of the world’s population. They
have also become more conscious of the finite
nature of the world’s resources. As a result,
there is more emphasis on the sustainable use
of natural resources and raw materials, with

the goal of achieving growth that is not linked
to the consumption of resources.

Sustainability needs to be profitable. Global eco-
nomic growth must be decoupled from environ-
mental damage, wasteful use of water, deforesta-
tion, and climate change. This does not have to
mean a decline in living conditions or increased
poverty, but people also need to understand that
a two-percent increase in GDP does not auto-
matically lead to a two-percent increase in qual-
ity of life. Yet without growth, our social sys-
tems will collapse; zero growth is synonymous
with stagnancy and a failure to innovate.



We all know that the world’s ever-increasing
population can achieve progress only through
growth. Moreover, broad-based growth also
enhances the intangible aspects of a society’s
development. It allows for investment in edu-
cation, and a higher level of education, in turn,
tends to promote a higher standard of living
while also making a society more stable and
innovative.

An economic order that safeguards competitive-
ness, jobs, and prosperity, and which prevents
the exploitation of natural resources at the ex-
pense of future generations, is an important
precondition for sustainable growth, but it is not
the only one. Developing a holistic indicator of
prosperity and/or progress is a good way to look
at social progress from a different perspective,
by taking into account such factors as the value
of volunteer work and the costs of environmental
pollution.

But it is important to keep in mind that the cru-
cial factors ensuring sustainable growth, what-
ever the economic and social forces that affect
a given country, are an ability to innovate and

a sense of responsibility. Any discussion of eco-
nomic growth and prosperity must therefore
include a discussion of values as well. Is this a
paradigm shift? Perhaps, but not for our com-

pany. Family-owned companies think in terms
of generations. Entrusting a company to those
next in line — Heraeus is currently led by its fifth
generation — makes sense only if the world is
heading toward a better future and successors
will not be burdened by excessive debt. This
type of long-term thinking is directly related to
sustainability. Innovation and responsibility are
an integral part of our company, as outlined in
our Corporate Guiding Principles 2020. Making
these values come alive is an ongoing process,
and not only at Heraeus. Companies need people
in their organizations and their environments
who identify with corporate values. Equally im-
portant are creativity and the capacity for inno-
vation, along with a sense of personal responsibil-
ity, responsibility for others, and responsibility
for financial as well as natural resources. Sus-
tainable innovation is essential for continued
healthy growth as we move into the future.

Dr. Jurgen Heraeus
Chairman of the Supervisory Board
and of the Shareholders’ Committee






Tiny spheres that look like silver billiard balls; they are used as writing tips for fountain
pens. A high-tech product manufactured from an extremely hard ruthenium-osmium

alloy, shaped with extreme precision, resistant to highly aggressive inks and paper types
—and all of that at a mere 0.6 to 1.6 mm in diameter. The global market for these
exquisite spheres is limited to a few well-known writing instrument manufacturers,

and almost all of them are supplied by Heraeus. Our production of these miniscule

balls of precious-metal represents more than 90 percent of the global market. For the
premium fountain pen market, every pen tip in the world is manufactured in Hesse,
Germany.

This example demonstrates how Heraeus occupies global niche markets in which few
competitors can even keep pace — thanks to its materials expertise. High-tech materials
expertise from Hanau is found in almost every product today, in everyday items as well
as extravagant, one-of-a-kind specialties. They fulfill important functions in cars, laptops,
yogurt cups, optical fiber cables, pacemakers, and dental prosthetics as well as in solar
simulators, gravitational wave detectors, particle accelerators, and large catalysts for the
chemical industry. The name Heraeus cannot be found on any of these things; the com-
pany concentrates on producing essential core components, but never manufactures the
complete finished product. As different as these components may be from one another,
their production is always based on two decisive skills: working with complex materials
such as precious metals and quartz glass, and working with extremely high temperatures.
This expertise always comes into play where others cannot go — into the niche.

Tiny ruthenium-osmium alloy spheres are indispensable
as tips for fountain pens.
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In Focus: High tech fills the niche

Laser reflectors on the moon contain triple prisms made of a specialty quartz Prototype of one of two cubes manufactured from a gold-platinum alloy for the LISA international

glass developed by Heraeus.

space project.

“Thanks to our expertise, we can develop and  These niches emerge almost automatically for Heraeus. They
manufacture high-quality, sometimes unique  arise from a level of vertical integration and product diversity

products that can be used for a very wide range i the processing and application of precious and special
of applications and unusual niche markets.” metals, dental materials, and quartz glass that is unique in the

Dr. Frank Heinricht, Chairman of the Board

world. “Thanks to this expertise, we can develop and manu-

of Management of Heraeus Holding GmbH  facture high-quality, sometimes unique products that can be

used for a very wide range of applications and unusual niche

markets. Our niche products fulfill key roles for our customers whose products could not
function without them,” states Dr. Frank Heinricht, Chairman of the Board of Manage-
ment of Heraeus Holding GmbH, describing the company’s niche philosophy. Jan Rinnert,
Vice Chairman of the Board of Management of Heraeus Holding GmbH, adds: “For us,
the niche is a small, technology-driven market segment with only a few suppliers, but one
that can range up to €500 million in size. We operate in global niche markets character-
ized by high entrance barriers, long-term growth, and attractive returns.”

ON PAPER AND IN OUTER SPACE

A company that can shape millions of tiny spheres measuring 0.6 mm in diameter out
of a ruthenium-osmium alloy with great precision can successfully produce two cubes
that are exactly alike from a gold-platinum alloy with a 5 cm edge length. Once manu-
factured, the tiny spheres will one day move across a piece of paper, while the two
cubes will soon be moving through outer space to help prove Albert Einstein’s theory
of relativity.

The European Space Agency is searching for evidence of gravitational waves as part of
the joint international LISA (Laser Interferometry Space Antenna) project. Einstein had



The European Space Agency plans to launch its LISA Pathfinder satellite in 2013. On board, it will carry the two cubes manufactured by Heraeus for use as proof masses in an experiment
to find evidence for Albert Einstein’s theory of relativity. (© European Space Agency)

already postulated the existence of the tiniest vibrations in space in his Theory of General
Relativity in 1916. The cubes from Heraeus are playing an essential role in this pres-
tigious scientific project: The proof masses will be used to measure changes in distance
caused by gravitational waves, despite their small magnitude. The prerequisite: The
precious metals being used must be of the utmost purity and completely free of even
the tiniest flaws. Processing this challenging alloy of 73% gold and 27% platinum put
Heraeus’ decades of expertise in metallurgical processes to the test — and now that
expertise is headed back into outer space once more. The unending reaches of space are
not an unknown niche for Heraeus, which has already supplied technology for use on
the moon. Over 40 years ago, the legendary Apollo 11 mission landed a laser reflector on
Earth’s natural satellite. This reflector contains 100 triple prisms made of a specialty
quartz glass developed by Heraeus. To this day, the reflector serves to determine the
exact distance between Earth and the moon. To take the measurements, a infrared laser
beam is directed at the retro reflectors and then the transit time of the light is measured.
That no one else — at least on this planet — possesses the expertise to take on such extra-
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In Focus: High tech fills the niche

Multifunctional sensors from Heraeus could be employed as biosensors for use in treating cancer and Heraeus specializes in innovation — With the development of customized
analyzing water. (Developed and designed in cooperation with the Heinz Nixdorf Medical Electronics fluorine-doped quartz glass tubes Heraeus enables to manufacture bend-
Professorship (Dr. Bernhard Wolf), Munich Technical University) insensitive optical fibers for the Internet in an extremely efficient way.

ordinary special assignments is primarily due to the fact that Heraeus has 160 years of
experience in materials technology to draw upon.

The company’s founder, Wilhelm Carl Heraeus, devised a process for melting platinum
on a large scale, making it accessible for use in industry. He took over his father’s phar-
macy in 1851. Expertise in working with precious metals, which has grown to include
iridium, palladium, rhodium, and ruthenium, started it all at Heraeus. Products from our
family-owned company are still founded on this bedrock, regardless of whether they are
applied to paper or sent into outer space.

A'MAP T0 THE FUTURE

The full value of the experience gained in such tiny niches often outweighs the revenues
generated by the project. Niches are also a map to the future, taking ideas in directions
no one had thought of before. Temperature sensors made of wafer-thin layers of platinum
were originally developed to stint fuel in combustion engines and control the exhaust
stream, but now they have found niche applications in the biotechnology, pharmacy, and
medical technology fields as well. Multifunctional sensors from Heraeus have future po-
tential as biosensors that can simplify research for suitable cancer treatment methods
or accelerate the analysis of impurities in water. One niche always gives rise to the next,
creating a continuous domino effect. Everyone benefits — the company, customers, con-



sumers. For Heraeus, even one-of-a-kind assignments that
may not seem lucrative at first glance are interesting as a

general rule.
The key: We find joy in innovation. That joy drove Richard Jan Rinnert, Vice Chairman of the Board
Kiich, a pioneering researcher with Heraeus, back in 1900 of Management of Heraeus Holding GmbH

when the company was young. The melting of precious metals

had scarcely been mastered at the time, and he had already started practicing on other
materials. The researcher melted a variety of materials using oxyhydrogen blowpipe
technology, and one day he tried it with rock crystal. The result was a brand new mate-
rial — low-bubble, high-purity quartz glass. A new niche was discovered, one that con-
tinues to grow at Heraeus worldwide a hundred years later. What Kiich launched with his
enjoyment of experimenting with rock crystal forms the foundation of modern informa-
tion technology. The more than 300 million kilometers of optical fiber cable for optical
data transmission — for which Heraeus produces pre-products made of quartz glass —
are the physical, material structure of the virtual World Wide Web.

In addition to this high-volume application for optical fibers in the telecommunications
industry, Heraeus is also focusing its quartz glass expertise on unusual challenges for
high-tech applications. True to the company’s niche philosophy, Heraeus' expertise is
finding its way into vacuum windows for space simulation chambers, in which satellites
undergo functional testing, and in optics for high-performance lasers used to study
laser fusion, a new approach to generating energy for the future.

Not mass markets, but singular products for unique applications. It's precisely this type
of extraordinary project that brings added value — and not just for the company. Heraeus
uses these special assignments and technological challenges to keep building in-house
know-how and expanding the expertise with highly complex materials. So we welcome the
complicated. And the small. And the out-of-the ordinary. Preferably so complicated that
hardly anyone has mastered this niche and the nearest competitor is halfway around the
world, perhaps in Japan.

Heraeus’ niche philosophy has proven itself for over a century, blazing a trail marked

by intriguing detours. It's behind the precise handwriting on fine stationery, the search
for evidence in outer space, the transport of data on the information superhighway,
and basic research for suitable cancer treatment methods — and someday it might even
provide energy for the future. It even fits on the end of a pen. And of course, Heraeus
remains in the background — there just wouldn’t be enough room for the name on a tiny
sphere at the tip of a fountain pen.
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Heraeus worldwide

Heraeus has 12,931 employees around the world at
125 locations and 25 dedicated development centers.

The map shows the number of workers worldwide by percent and location, organized by region.

P,

15% -

EUROPE EXCLUDING GERMANY (40)

O Austria (1) Portugal (1)
O Belgium (1) Russia (3)
Czech Republic (1) Spain (2)
France (4) Sweden (2)
THE AMERICAS (21) Greece (1) Switzerland (4)
Brazil (4) Hungary (1) The Netherlands (3)
Canada (1) Ireland (1) Turkey (2)
Mexico (2) Italy (3) Uk|.'aine (.1)
Puerto Rico (2) Poland (2) United Kingdom (7)
USA (12)

As of December 31, 2010
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ASIA (35)

China (16)

Hong Kong (1)
India (2)
Indonesia (1)
Japan (4)

Korea (5)
Singapore (2)
Taiwan (2)

The Philippines (1)
Thailand (1)

‘SOUTH AFRICA (2)

AUSTRALIA (3)



The world’s most valuahle mobile phones contain up to 1 0 0 g of gold






Mobile phones from the brand Vertu are handcrafted; however, that is not the only thing
that makes these distinctive mobile phones some of the most valuable in the world.
Vertu’s most exclusive handsets each contain up to 100 g of gold in high-precision, pol-
ished components for keys and casing, rendering each phone a precious one-of-a-kind
piece of enduring value. A certificate of authenticity guarantees a precious metal content
of 18 carats. Every fully precious metal Vertu phone bears the seal of approval from
the Swiss Office for Precious Metals Control — a mark featuring the head of St. Bernard.
The components manufactured for Vertu by Heraeus out of gold or platinum are pol-
ished to a high-gloss finish. The key to the creation of these parts is processing exper-
tise combined with the precise machining and handling of these precious materials
using laser cutters or high-frequency milling with diamond tools. The individual compo-
nents produced are of a consistently high quality and may measure only a few milli-
meters; they are then assembled and joined by laser beam welding. The surface finish
achieved on these components meets the highest cosmetic demands.



PRECIOUS METAL COMPONENTS FOR PREMIUM MOBILE PHONES



Heraeus can look back at financial year 2010 with great
satisfaction. The past year ranks as the most successful
in our history. The global markets Heraeus serve, espe-
cially in the electronics, steel, chemical, and semiconduc-
tor industries, returned to the levels reached before the
crisis years of 2008 and 2009, even surpassing them in
many areas. Health care markets continued to operate at
a solid level. The measures initiated during the crisis to
boost efficiency have largely been concluded. Uncertain-
ties about the economic situation of individual member
states led to a weaker euro, which resulted in signifi-
cant positive exchange rate effects.

Heraeus has a highly diversified business portfolio. This
includes products based on precious metals for a variety
of applications and industries, along with precious metal
life cycle management; sensors and measurement equip-
ment for monitoring processes in steel production; med-
ical products for dental health, orthopedics, trauma sur-
gery, and biosurgery; quartz glass products for the semi-
conductor, electronics, and telecommunications indus-
tries; and specialty light sources for applications in the
UV and IR spectrums.

Accordingly, the global economic recovery also affected
the demand for precious metals. Industrial demand for
platinum, gold, and silver — especially from the chemical,
electronics, semiconductor, and automotive industries —
continued to rise, boosting prices significantly. Prices for
platinum group metals followed a similar course. In ad-
dition, low interest rates in the capital markets and the
search for crisis-proof investment opportunities led

to stronger demand for gold and silver investment bars,
which benefited the trading business.

The former precious metals business group, which saw
very strong growth last year, was divided at midyear,
forming two new business groups: precious metals and
materials and technologies. The split is intended to fur-
ther sharpen the focus on key markets and applications,
thereby enhancing what is already dynamic growth.

The steel market, which sets the tone for the sensor
business group, stabilized at a very high level. In addi-
tion to China — currently the world’s most important
steel market — the United States and Europe also saw
recovery, which contributed noticeably to that success.

The markets important to the dental products segment
likewise saw an upturn after the effects of the financial
crisis. Sales of prosthetics saw above-average growth
relative to the market, clearly surpassing the previous
year’s level. Products for dentists also did relatively
well, achieving growth in comparison to the previous
period, which was somewhat affected by the financial
crisis. Overall results showed growth in every region.

The market for orthopedic biomaterials used for treat-
ing bone defects and regenerating bone and soft tissues
continued to grow worldwide. Reasons include demo-
graphic change within populations in established markets,
as well as growing acceptance for joint replacement
operations in newly industrialized countries undergoing
the process of improving medical care.

The semiconductor industry, a key market for the quartz
glass business group, emerged from the crisis faster
than expected and posted new records. Backlog effects
due to empty warehouses, along with strong sales of
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computers and the growing popularity of mobile elec-
tronic devices, also contributed to the meteoric rise. The
quartz glass business group profited from these devel-
opments, compensating for a past decline in revenues
caused by the global economic crisis and a simultaneous
normal cyclical downturn. The continued rising demand
for glass fibers for the further expansion of broadband
networks also contributed significantly to the positive
trend. As in past years, China saw the greatest growth.
It was possible to extend the market share for business
from applications for the photovoltaics and solar indus-
try. As a result, usage of existing capacities, which had
been adjusted in response to the crisis, rose to satisfac-
tory levels at all production sites.

® ¢

2006 | 2010

19% 15% M Germany

21% | 15% Europe excluding Germany
19%  15% The Americas
39% 53% M Asia

2% | 2% Africa/Australia

The specialty light sources business group provides prod-
ucts and applications to a variety of industry branches
and sectors. Key customers come from the printing and
plastics industries and also include automobile manu-
facturers and their suppliers. In addition, environmental
and solar industry customers are becoming increasingly
important. During the reporting year, the business group
profited from strong economic recovery in all its markets
and regions. At the same time, closer cooperation with
key customers on product development generated addi-
tional market shares. Stronger investment in the con-
struction and expansion of application centers for cus-
tomer-specific measurements and simulations played a
key role here, cementing an already outstanding position
in the market for specialty light sources.



The Heraeus Group closed out financial year 2010 at a
record high. Heraeus’ strong position in individual mar-
kets, innovative strength, flexible workforce, and solid
financial structure all contributed to the Group’s stability
and the continued expansion of business activities. The
company emerged from the difficulties of financial year
20009 stronger than ever.

Product revenue reached €4.1 billion, a dramatic 57.7%
increase over the previous year. The strongest region
was Asia, where revenues rose by 76.8% over the previ-
ous year. Product revenues also climbed significantly in
America and Europe (+44.2% and +41.8% respectively
over the results for 2009). The share of revenues for
Asia in financial year 2010 stood at 53.0% (previous
year: 47.3%).

The precious metals and the materials and technologies
business groups made substantial gains, posting a
record with product revenues up by 110.2% and 53.4%
respectively.

The quartz glass business group, hit hard by the crisis
during the previous year, took advantage of the economic
rebound and a cyclical upswing to post a strong revenue
increase of 40.1%.

Also achieving higher sales figures for the reporting pe-
riod were sensors (+27.4%) and specialty light sources
(+38.1%). In contrast, the dental products business
held fairly steady (+5.9%). The medical products busi-
ness with bone cements and biomaterials again made
a positive contribution to the Group’s revenue, posting
a gain of 11.9% over the previous year.

Trading revenues came in at €17.9 billion owing to high
gold prices and the continued rise in prices for other

precious metals during the year, as well as significantly
higher industrial demand (previous year: €13.6 billion).

The Group’s earnings before interest and taxes (EBIT) in
2010 rose by €225.2 million to €396.3 million, a jump
of 131.6% over the weaker showing induced by the crisis
during the previous year. The economic recovery, partic-
ularly in the export business, contributed significantly to
this success. Human resources costs rose by 9.7% to
€607.6 million during the reporting period, in accordance
with workforce increases due to increased orders as well
as mergers and acquisitions. The Heraeus Group added
591 employees, for a total of 12,931 at year’s end.

Depreciations rose only slightly and were largely related
to acquisitions that took place during the previous year.

Other operating income (€98.6 million, down from €99.6
million the previous year) includes write-ups amounting
to €7.4 million (last year: €27.1 million) of impairments
of property, plant, and equipment taken in the quartz
glass business group in prior years, due to anticipated
positive business development in the coming years.
Exchange gains rose by €19.6 million over the previous
year’s level, while an almost identical increase in ex-
change losses (+£€20.9 million) was reported in other
operating expenses. Overall, other operating expenses
rose by €74.8 million to €353.4 million in the reporting
year. The strong growth in business volume led to a
significant increase in virtually every operating cost pool,
such as the use of external services, transportation
costs, and maintenance expenses.



The associated companies’ contributions to earnings
before interest and taxes (EBIT) stood at €16.3 million,
up by €18.1 million over the previous year. There was
a marked recovery in the contribution to earnings from
semiconductor partner Shin-Etsu Quartz Products Co.,
Ltd. — a joint venture with the Japanese chemical com-
pany Shin-Etsu Chemicals Co., Ltd.

The Group’s financial result declined by €22.4 million,
closing out the year with a loss of €37.8 million. Because
of the euro bond issued in May 2010, interest expenses
rose in comparison to the previous year. Furthermore, the
drop in unrealized gains from closing date valuations of
financial instruments to hedge against risks in foreign ex-
change transactions negatively affected the financial
result.

The Heraeus Group’s income before taxes (EBT) totaled
€358.5 million - a significant gain of €202.8 million
(130.3%) over the previous year.

The increase in the tax ratio from 24.1% to 27.4% re-
flects the business groups’ success during 2010 in every
region, particularly the United States and Germany. The
Group’s income after taxes (net income) thus amounted
to €260.4 million, an increase of €142.2 million over
the previous year, or 120.3%.

The Heraeus Group’s financial position and cash flow
climbed upward once again in 2010. Heraeus possesses
a healthy balance sheet structure, a substantial supply
of liquid funds, and a secure basis for medium-term
financing.
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At the end of 2010, the Heraeus Group'’s total assets
came to €3,677.4 million, an increase of €748.5 million,
or 25.6%, over the previous year.

At 53.4%, the Group's equity-to-assets ratio is only
slightly below the previous year’s very healthy level.

The strong rise in business volume also significantly
changed a number of balance sheet items. For example,
the economic revival and price increases for precious
metals particularly boosted trade receivables (€ +170.1
million) and precious metal inventories (€ +265.5 mil-
lion). In addition, acquisitions in 2010 led to significant
increases in goodwill (€+25.4 million) and other intan-
gible assets (€ +87.8 million). On the liabilities side, in



Assets Equity
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line with the expansion of business, trade payables in
particular posted an increase over the previous year'’s
level (€+117.6 million).

Heraeus Holding centrally controls the Group’s financing
activities through the Corporate Treasury Department.
The Group secures liquidity on the basis of medium-term
financial planning. Our companies’ operating business
activities and their resulting cash inflow represent the
Group’s most significant source of liquidity. In trading,
precious metal loans are also used as a financing tool.

Finally, medium- and long-term financing are achieved
mainly through bonds and promissory notes.

In May 2010, to safeguard long-term financing, we took
advantage of the favorable situation in the capital mar-
kets and successfully issued a bond in the amount of
€250 million through Heraeus Finance GmbH. The bond
has a term of seven years. With a coupon of 4% per

year, the bond is quoted on the Luxembourg Stock Ex-
change’s unregulated market (Euro MTF). In addition,
the bilateral credit lines of Heraeus Holding GmbH were
refinanced through a syndicated credit line that is like-
wise long-term.

The cash flow from operating activities is determined
primarily from net income taking into account deprecia-
tions, changes to current assets tied up in the operation,
as well as changes to provisions, and amounted to €77.3
million for 2010.

Despite the marked rise in net income during 2010,

and largely because of higher inventories, the cash flow
from operating activities lay below the previous year’s
level of €131.1 million. By contrast, the cash outflow
from investment activities totaled €213.0 million, main-
ly because of expenditures for corporate acquisitions

in 2010 (€129.1 million) and for investments in tangible
assets (€79.0 million). The increase in interest-bearing
liabilities by €248.7 million when the bond was issued
and the repayment of interest-bearing liabilities in the
amount of €126.5 million, along with the moderate divi-
dend distribution, yielded on balance a negative cash
flow from investment activities of €91.2 million. Overall,
this resulted in a total net reduction of €44.5 million in
cash and cash equivalents. The Group’s liquidity reserves
(cash and cash equivalents and securities) posted only

a slight drop of €10.7 million and ended the financial
year at €637.9 million.

The Heraeus Group’s solid financial position and cash
flow establishes an important foundation for actively

developing its business activities and market position
in the future.
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Investments in property, plant, and equipment totaled
€72.7 million in 2010, below the previous year’s level.
The Group continued to invest in promising technologies
and growth markets while making prudent and disciplined
outlays in other areas. By far the largest share of invest-
ments in property, plant, and equipment, at €36.8 mil-
lion, went to the precious metals business group and
the materials and technologies business group. The em-
phasis was on building up and expanding production
capacities for photovoltaics and recycling, new technol-
ogies in the semiconductor industry, and new pharma-
ceutical ingredients. Top priority for the sensors business
group in 2010 went to occupational safety, environ-
mental protection, and enhancing efficiency. The dental
products business group invested primarily in expanding
its burgeoning business with ceramic alloys and non-
precious metal alloys (CAD/CAM). In the biomaterials and
medical products business group, investments focused

on facilities and tools for expanding the product portfolio.

The quartz glass business group continued to expand its
capacity for optical fibers for the telecommunications in-
dustry. In addition to investing in efficiency upgrades, the
specialty light sources business group concentrated on
building up capacity for new business areas.

A total of €129.1 million was spent on acquisitions in
the reporting year. The precious metals business group
acquired H.C. Starck’s global Conductive Polymers busi-
ness (Clevios GmbH in Leverkusen, (Germany)), further
broadening its portfolio of innovative technologies. The
Thick Film Materials division and USA-based Ferro Cor-
poration exchanged certain business lines in the field
of ceramic colors. Heraeus acquired the precious-metal-
based decoration business in Germany and China; in
return, Ferro Corp., USA, acquired the ceramic colors
business from Heraeus. The dental products business
group acquired a majority stake in a Republic of Korea
joint venture with Huden Co., Ltd., Republic of Korea,
founded as a dental distributor.
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Driven by clearly reinvigorated industrial demand and
boosted by a weaker euro in comparison to the US dollar,
product revenues adjusted for precious metal effects
improved by 60.3% over the previous year. Very strong
market demand and high prices throughout the year
for metals for industrial use boosted product revenues
to €1,447.2 million, up by 110.2% over the previous
year. Precious metal trading revenue likewise climbed,
mainly because of higher precious metal prices and
expanded production capacity. At €17,946.0 million,
revenues again exceeded the level of the previous year.
Overall, the precious metals business group achieved
record profits, far surpassing any corresponding period.

Fueled by high precious metals prices and a very strong
global position, precious metals recycling posted very
stable results. With the successful startup of production
at the recycling facility in Taicang, China, local custom-
ers from the pharmaceuticals and chemicals industries
now have access to state-of-the-art ashing technology
for recovering precious metals from spent catalysts. In
addition, the London Bullion Market Association has
added our facilities in Hong Kong to the Good Delivery
List, which represents the quality standard for precious
metals.

The catalyst business profited from strong market re-
covery compared to 2009, especially for small-engine
catalysts. A joint venture established in China in 2009
for the production of motorcycle catalytic converters pro-
vided entry into that market. Owing to stricter emis-
sions standards recently introduced in China, however,
production has not yet reached the volume originally

planned. Significant increases are therefore anticipated
for 2011. Likewise experiencing an upswing was the
chemicals business, which saw a definite recovery in
chemical compounds for process chemistry, exhaust
gas treatment, and surface coatings. As the world’s larg-
est manufacturer of platinum-based anti-cancer agents,
the pharmaceuticals business held its own in the gener-
ics market despite declining margins. After a prolonged
start-up phase for the production of rubicin group agents,
the first products were sold. Over the long term, the use
of biotechnology and extensive cultivation of markets for
original pharmaceutical products are expected to make
up for the declining generics business.

After the successful integration of the Synovis medical
components business in 2009, the medical components
business group consolidated its market position as a
strong runner-up. In 2010, the focus turned to organic
growth. A variety of organizational measures were im-
plemented to further improve the market and earnings
situation. Technological know-how was further inte-
grated and customer support was expanded. Finally, lean
management led to significant improvements and sav-
ings worldwide.

The thick film materials business gained a new dimension
in 2010, with very positive developments driven largely
by the photovoltaics business. Because of the outstand-
ing technical performance of silver pastes for solar cell
metallization, Heraeus drew even with the market leader.
The permanent expansion of production capacity for sil-
ver pastes at facilities in the United States, China, and
Germany contributed notably to this gain.
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Performance in other markets was also extraordinarily
good. Contributing factors included the successful inte-
gration of thick film activities from the LORD Corpora-
tion, USA and BASF Catalysts LLC, USA companies (ac-
quired in 2009) and the restructuring of distribution
structures in Asia.

Especially in Europe, the development of new business
significantly reduced dependence on the auto industry.

A complete realignment took place in the field of ceramic
colors as Heraeus acquired the precious-metal-based
decoration business from USA-based Ferro Corporation
in exchange for our ceramic colors business with non-
precious metals.

Already the world’s leading supplier of high-performance
coating materials for important growth markets in the
electronics industry, particularly in Japan, the business
group acquired the Conductive Polymers business of
H.C. Starck Group, Germany, extending its product port-
folio in a targeted manner that will enhance the develop-
ment of future technologies. Heraeus anticipates rapid
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growth from the introduction of additional applications
such as touch screens, organic light-emitting diodes
(OLED), and printed electronics.

Interest rates in the capital markets remained low, cre-
ating an extremely attractive environment for investors
that continued to favor investments in precious metals.
In combination with the ongoing global economic recov-
ery, this led to significantly higher precious metals prices
over the year. Both the demand for investment bars and
the supply of scrap gold hovered at a high level, buoying
performance.

The extraordinarily dynamic growth in demand for silver
used in pastes for the photovoltaics industry posed new
challenges for this unit in 2010. In addition to these
applications, demand rose in many branches of industry,
creating the opportunity for profitable expansion of the
silver business. Because consumption will continue to rise
in this application, an important one for Heraeus, the
immediate objective is to sustainably secure the supply
chain.



Close cooperation with primary and secondary producers
maintained competitive access to the platinum group
metals. The established network of traders and financial
markets rounded out the supply sources that under-
pinned successful trading and production.

To support the growth of the precious metals products
business in China, trading in that market was further
expanded. After completion of the formal start-up pro-
cess, a new company in Shanghai is expected to begin
activity in 2011.

For the reporting year, €12.5 million was spent on re-
search and development of new products and applica-
tions (previous year: €10.6 million). Particular emphasis
was placed on the development of silver pastes for
solar cell metallization, rubicin group agents for anti-
tumor therapy, and coatings for catalytic converters.

The precious metals business group achieved an innova-
tion rate of 35% for financial year 2010, a significant
increase over previous years.



Owing to significantly higher market demand, product rev-
enues adjusted for precious metal price effects rose by
40.1% over the previous year's level. The strong demand
combined with high prices throughout the year for in-
dustrial metals boosted product revenue by 53.4% to
€1,501.2 million. Overall, Heraeus Materials Technology
achieved record revenues, far surpassing any correspond-
ing period.

The Contact Materials Division, hard hit by the crisis in
the key semiconductor and automotive industries during
2009, profited to an equal degree from their recovery in
2010. In addition to taking advantage of the strong up-
swing in these key markets, the division benefited from
the realignment of businesses as well as from consolida-
tion measures implemented at its locations during the
economic crisis.

The bonding wire business stood out with strong growth,
further expanding its market position. The division prof-
ited from the trend toward copper bonding wires and the
solid expertise in these technologies gained through
the 2008 acquisition of the bonding wire business from
Kulicke & Soffa Industries, Inc.

The assembly materials segment achieved satisfactory
earnings through a variety of activities and measures.
The acquisition of the Microbond business from Umicore
S.A., Belgium, in 2009 contributed significantly to this
result. Pioneering projects — such as the start of produc-
tion for ultra-fine solder spheres and the successful con-
clusion of a contract with a solder paste manufacturer for
delivery of solder powders — support the expansion of
business and further growth in the future.
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The Engineered Materials Division likewise did very good
business in 2010. This can be attributed both to strong
demand for contact materials from the automotive indus-
try and to gratifying developments in other markets.

Faced with the need to react promptly to extremely
short lead times, especially in the automobile and light-
ing industries, the division rose to the challenge of
swiftly rebuilding personnel capacities that had been sig-
nificantly trimmed in 2009.

Business is expected to expand in the coming years with
more new applications for flexible substrates and other
materials.

Restructuring measures introduced in 2009 and contin-
ued in 2010 to support technology changes helped to
boost performance within the magnetic data storage seg-
ment and throughout the Thin Film Materials Division.
With new manufacturing technologies in mind, facilities
in Singapore and Chandler, USA, steadily pursued the
process improvements initiated in 2009. This made it
possible to significantly improve and strengthen the
technological situation for platinum oxide sputtering
targets.



Despite declining sales of sputtering targets for the glass-
coating industry in China due to reduced project fund-
ing, the large area coating segment achieved its highest
revenues ever. News on the technology front includes
the successful introduction in Hanau, Germany, of plas-
ma spray technology, which is becoming increasingly
important in the production of tube targets.

The electronic components segment benefited from
the rapid recovery of the display and semiconductor
markets, substantially expanding business volume in
the semiconductor industry in 2010.

Sensor Components significantly increased its revenues
in 2010. Growth was spurred particularly by increased
demand for custom-made platinum thin-layer sensors for
the automobile industry as well as sensors for heat me-
ters. Government efforts to conserve energy and reduce
emissions in China have significantly increased demand
for ultra-precise heat meter sensors. Here, the division
benefited from its technological leadership. Increased
orders for this application have necessitated short-term
capacity expansion (investments and personnel).

Total expenditures for research and development within
Heraeus Materials Technology amounted to €12.6 mil-
lion in 2010. Most of this was allocated for the develop-
ment of new products. Under the new alignment of
business groups, Heraeus Materials Technology recorded
an innovation rate of 18%.



In the wake of the global economic and financial crisis,
the sensors business group has enjoyed a return to
steadily increasing revenues since mid-2009. During
the financial year just past, revenue rose by 27.4%

to €375.2 million. Earnings followed the same trend.

Driven by a generally recovering economic situation, the
steel market improved in 2010. According to statistics
from the World Steel Association (WSA), worldwide crude
steel output totaled 1.4 billion metric tons, a 15% in-
crease over the 2009 level, and even surpassed the pre-
vious record year of 2007. The steel industry rebound
was most pronounced in Europe and North America, re-
gions particularly hard hit by a drop in steel production
the year before.

Foundries are additional customers for Heraeus Electro-
Nite sensors. Impressive growth also occurred in this
area, mainly driven by an overall rise in automobile sales.
Aluminum and copper foundries experienced a similar
recovery in financial year 2010.

In each of these business sectors, the market showed a
distinct eastward shift. Asia — primarily China — was re-
sponsible for a major portion of global steel production.
Thanks to its focus on this region, the sensors business
group shared in the positive market developments there.
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As a recognized specialist in measurements for molten
iron, steel, and aluminum, the sensors business group is
continually expanding and improving its range of prod-
ucts, adding additional process control sensors in the
reporting period. In keeping with its role as a leader in
innovation, Heraeus Electro-Nite invested another €11.5
million in research and development, maintaining the
industry’s highest development budget.

Development activities comprise a healthy mixture of
basic research, product innovations, and the challenge
of continually improving existing products and adding
application-specific versions. As one of its research out-
comes, the business group plans to launch a revolution-
ary new product family of sensors for the aluminum indus-
try in 2011.



The market for dental consumables recovered from a
slight decline in 2009 and posted growth rates of 3-5%
since the start of the year. Product revenues rose by
5.9% to €305.9 million. The results varied by region.
While Central Europe, Eastern Europe, Asia, Australia,
and Central America came up with high growth rates, rev-
enues in North America and Western Europe rose only
slightly. Following the market trend, sales of precious
metals continued to decline. Earnings were boosted
considerably, primarily by productivity gains at the manu-
facturing locations.

The long-term growth strategy was further advanced,
especially by investments in the fields of digital prosthet-
ics and pharmaceutical products for dental applications.

At the forefront of this endeavor were both regional ex-
pansion and the expansion of production capacity in the
CAD/CAM business, which accompanied an expansion
of indications and production technologies. Two new phar-
maceutical products — a new local anesthetic and a local
antibiotic for treatment of periodontitis — were success-
fully launched. Investments over the past year in the fields
of artificial teeth, restorative materials, and casting mate-
rials have continued to fuel revenue growth.

The non-precious metals business saw above-market
growth, driven especially by strong growth in the CAD/
CAM area and the further expansion of the product
portfolio for restorative dentistry.
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The dental business was expanded from the previous
year and stood slightly above the market trend. Though
business with x-ray films declined, gratifying growth
both in dental pharmaceuticals and in casting materials
and dental restoration more than compensated for this.

Heraeus Dental increased its spending for research and
development by 3.7% over last year, to €9.7 million.
Development activities focused on the cara brand CAD/
CAM system, additional digital technologies for the labo-
ratory and dental business, and application-specific
technologies for dental restoration and casting. The in-
novation rate held steady in all areas. To step up the
pace of research, Heraeus Dental underwrote a profes-
sorship at the University of Marburg, with activities
commencing in 2011.



People today want to remain mobile and active, even in
their later years. Because of both this trend and demo-
graphic developments, combined with medical and
technological advances, the number of joint implants
continues to grow worldwide. Driven by innovative
products in attractive niche markets, a comprehensive
training program, and the purposeful expansion of its
international sales network, revenues at Heraeus Medical
grew by 11.9% to €67.0 million. Significant growth
rates were achieved in the core business in Europe and
especially in international sales, with key results in the
United States, Asia, and Australia.

With PALACADEMY®, Heraeus Medical provides orthope-
dic surgeons, OP staff, pharmacists, and purchasing
agents with individually designed, high-quality continu-
ing education regarding endoprosthetics. This educa-
tion can be in the form of live events as well as eLearn-
ing courses in many countries and languages.

This knowledge is communicated by an interdisciplinary
training team consisting of more than 50 international
experts.

Heraeus Medical has joined the US-based Advanced
Medical Technology Association (AdvaMed), making a vol-
untary commitment to policies that promote the highest
ethical standards, fast product approval, appropriate com-
pensation, and access to international markets.
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As the number of joint replacement procedures rises, so
does the risk of infections that can have lasting effects
on patients and health care systems. Heraeus Medical
offers innovative products that help minimize the risk
of infection and thus the risk of revision. For that reason,
the business group invested some €4.3 million in re-
search and development, a 13% increase in comparison
with the previous year.

For example, potential bone defects formed after an in-
fection or revision can be filled with HERAFILL® beads
G, a resorbable synthetic bone substitute material con-
taining an antibiotic. HERAFILL® beads G promotes the
formation of new bone tissue and offers reliable protec-
tion from bacterial infection, thereby promoting bone
healing.

Programs to develop additional products for better
protection against infection have also been initiated.



During the 2010 financial year, the quartz glass busi-
ness group profited from the rapid and very robust recov-
ery of the semiconductor and microlithography markets.
The Telecom Fiber Division also showed very gratifying
developments as demand for optical fibers for the tele-
communications industry remained strong. Especially in
the booming Chinese market for optical data transmis-
sion, the quartz glass business group further extended
its lead in the market. In the photovoltaics and solar
industry, Heraeus Quarzglas successfully established its
position and has already secured a share in this signifi-
cantly growing market. Furthermore, it has accomplished
a restructuring that greatly improved its production and
cost structure. The business group can now operate with
remarkable efficiency in every market. Revenues climbed
40.1% over the previous year, to €278.7 million.

Every division of this business group benefited from
major growth in the semiconductor industry and was
strengthened by the completion of strategic investment
projects. The greatly increased demand for quartz glass
components, semi-finished goods, and crucibles led to
strong growth in incoming orders and very high utiliza-
tion.

Products for the solar industry contributed significantly
to the jump in revenues for the business group during
the reporting year. The Fabrication Division developed
large quartz glass components and base material that
met market demands. In addition, quartz glass crucibles
for the solar industry were solidly established in the
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market and offer very promising growth potential for the
Crucibles Division, especially in Asia.

Positive business development in the semiconductor in-
dustry was mirrored during the reporting period by sig-
nificantly increased orders for microlithography products.
Well prepared for the unexpectedly strong demand,
Heraeus Quarzglas was able to gain market share and
broaden its leading position.

Demand for glass fibers for optical data transmission
remained strong, resulting in extremely positive develop-
ment for the Telecom Fiber Division in 2010. Demand
for synthetic quartz glass for infrastructure projects has
been steadily growing since 2005, particularly in China
and the USA. Heraeus gained additional market share in
the booming Chinese market. Together with key clients,
the business group pushed ahead with RIC technology
developed at Heraeus. Along with the introduction of



new products for bend-insensitive fibers, this further ex-
panded its position as the global market leader.

Despite a difficult environment, strategic topics and inno-
vations could be systematically advanced. Development
costs totaled €11.6 million. As in the past year, the em-
phasis was on the rapidly growing field of fiber tech-
nology. Measures were also taken to enhance efficiency
in production and in other areas. For base materials,
the focus was on optimizing processes for manufacturing
large tubes. The resulting improvements have paved
the way for significant savings in the future.



The specialty light sources business group reaped the
benefits as global markets recovered, boosting product
revenues by 38.1% to €98.9 million. This record high
reflected not only the economic rebound but also an ex-
pansion of market share. Starting at midyear, growth
was limited by the pressing shortage of skilled employ-
ees. Procurement markets featured very high prices
along with a difficult delivery situation. Despite these
complicating factors, the business group achieved
positive results at a gratifying level.

Heraeus Noblelight further expanded its position as the
leading supplier of infrared heating technology and
strengthened its close partnerships with industrial market
leaders. Innovative products such as the QRC® reflector
gained a significant market foothold, providing a solid
foundation for long-term growth. As a result, earnings
development was consistently positive in all markets
despite stiff price increases in raw materials and semi-
finished goods. To support market partners with even
more comprehensive guidance about efficient heating
solutions and plant optimization, further investments
were made in the range of services for analysis and sim-
ulation of complex heating processes.

Strong organic growth and markedly better financial per-
formance were achieved in the area of UV applications.
Significant contributions came from the UV disinfection
of food packaging as well as the successful completion
of major international drinking water treatment projects.
The strategic approach of providing a greater range of
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complete solutions for UV applications and helping cus-
tomers design their processes through extensive mea-
surements and simulations in the new UV application
center is opening the market to new possibilities.

For UV curing lamps, financial performance held steady
as the printing industry recovered more slowly than other
markets and still remains below its pre-crisis level.

Business with arc and flash lamps has shown satisfactory
development. Further gains in market share lifted reve-
nues above the 2008 level. Continued investment in
automation led to an expansion of production capacity
and yet further improvement in quality.

The slide in revenues for analysis lamps for modern pre-
cision equipment was halted and reversed, especially
through the expansion of market share with key custom-
ers. At the same time, restructuring at manufacturing
locations was completed, setting the stage for sustained
improvement in future contributions to earnings.



Optoelectronics, a new division of specialty light sources
business group, has successfully completed material
qualification for its new module system and also filed
its first patent applications. Furthermore, the market
launch of NobleCure® gives Heraeus Noblelight an inno-
vative and very promising UV-LED unit for curing
processes.

During 2010, the specialty light sources business group
invested €4.2 million in the development, improvement,
and optimization of its products. This represents an in-
crease of 20% over the previous year’s level.

The new Heraeus Ignite Technology (HIT™) enhances
quality in the field of laser applications while simultane-
ously increasing plant efficiency.

The newest generation of deuterium lamps increases the
sensitivity of analytical equipment, making it possible to
detect smaller quantities and lower concentrations of
substances and also improving the precision of measure-
ments. In the area of process innovation, the essential
manufacturing steps for carbon lamps were analyzed and
optimized to further increase reproducibility and pro-
cess stability.
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When it comes to optical fibers made from quartz glass, most people think of informa-
tion being carried around the world via the Internet. But quartz glass fibers are also
commonly used in industrial and medical lasers and it is a Heraeus development that
makes this possible. Fluosil® is a special fiber material for transmitting high photonic
energy over short distances without energy loss. The fiber’s real strength comes from
its special design: it has a large fused silica core within a thin layer of fluorine doped
fused silica cladding that makes it ideal for transmitting high power in a spectral range
from UV through to infrared. These special fibers are used in industrial and medical
lasers. The automotive industry has completely automated many welding processes. In
order to best utilize the expensive solid-state laser units in manufacturing, specialty
fibers of up to a millimeter thick carry the laser beams to many welding robots simul-
taneously. This exceptional material competence is well founded: Heraeus is one of
the pioneers of quartz glass production and has developed the material over the last
110 years into a high-tech product.



~

FLUOSIL® FOR THE PRODUCTION OF QUARTZ GLASS FIBERS



Heraeus faced various staffing demands over the course
of this financial year. Due to encouraging incoming orders
in all business groups, the fourth quarter of 2010 in
particular saw multifaceted recruiting efforts. Specialized
staff members were not always available at short notice.
Hiring 65 young people who completed their apprentice-
ship at Heraeus helped greatly to fill skilled positions in
Germany.

In contrast, the specialty light sources business group’s
Puerto Rico site was closed due to product consolidation
measures. Restructuring measures were also carried out
at the precious metals business group’s Santa Fe Springs
(California, USA) location and at the quartz glass busi-
ness group’s Kleinostheim, Germany, site.

As of December 31, 2010, Heraeus employed a staff of
12,931 worldwide, a gain of 591 over the previous year
(12,340). The growth included 183 new employees in
Germany and 408 in foreign Heraeus companies. Of the
additional staff abroad, Asia saw the greatest increase
with 334 new employees. Acquisitions added 132 em-
ployees to Heraeus, including 102 in Germany.

Staff members were primarily added to make up for the
employees we had to let go during the crisis of 2009,
because our business is again exhibiting dynamic growth.
Heraeus leveraged flexible HR policies to achieve prompt
processing of the high number of incoming orders. This
was accomplished by using flexible time accounts in Ger-
many and through targeted employment of temporary
workers in the rest of the world. The number of tempo-
rary workers in Germany grew to around 600 as of the

2006 | 2010

39% 37% M Germany

16% | 15% Europe excluding Germany
21%  11% The Americas
23% 30% M Asia

1% 1% Africa/Australia

end of the year. Working with qualified tempoary agencies
that pay their employees according to standards agreed
through collective bargaining with the German Confedera-
tion of Trade Unions has proved successful. In financial
year 2010, 91 employees from temporary agencies were
offered a permanent job at Heraeus.

The precious metals business group had 2,489 employ-
ees as of December 31, 2010, a gain of 273 over the
previous year. This increase included 96 new employees
added through acquisitions.

Expansion of the photovoltaics business resulted in
significant staff additions at the West Conshohocken
(Pennsylvania, USA) site.



oy 23]

2009
2008
2007

2006

The materials and technologies business group expanded
its workforce from 2,686 in the previous year to 2,980.

A rapid buildup of capacity was facilitated by the reten-
tion of our core team of skilled workers and specialists
even during the crisis of 2009.

After significant crisis-induced staff reductions in the
previous year, additions began once again in the sensors
business group in 2010. The headcount at the end of
the year totaled 3,144 employees. Most of the growth
occurred in China, where 140 jobs were added.

In the dental business segment, the number of employ-
ees increased over the previous year by 56, to a total of
1,397. This is due to shutting down the implant busi-
ness and relocating administrative functions to Heraeus
Holding Group functions.

Employment in the medical business group rose by
ten employees to reach 183 and serves to protect the
growing business.

The workforce reduction in Germany's quartz glass busi-
ness group was brought to a close in summer 2010.
Compared with the preceding year, another 51 jobs have
been eliminated. As of December 31, 2010, the quartz
glass business group’s worldwide workforce was reduced
by ten employees to a total of 1,419.

The specialty light sources staff decreased slightly from
707 employees to 689 as of the end of 2010.

Employee numbers in Group functions and central service
companies jumped from 63 employees to 630. This in-
crease is primarily attributable to the establishment of
business-partner and shared-service structures and the
consequent transfer of staff from the business groups to
central Group functions. In addition, targeted staffing
reinforcements expanded our leadership capability and
growth potential around the world.

Hiring 97 apprentice was a record for us in Germany;
about 20% of them were involved in a dual bachelor’s
degree program.

Training and staff-development measures created and
introduced in recent years were continued.

The Global Leadership Program for individuals with the
potential to assume top positions at Heraeus has been
completed successfully. Some of the program’s partici-
pants have already been assigned to higher-ranking
management and leadership functions.

It is our stated intention to fill the majority of our leader-
ship positions with talents from within the company.



The Heraeus Management Development Panel was held
for the second time in an effort to achieve transparency
and clarity related to this objective. Once again, some
700 managers from all companies worldwide were rated
in terms of their development potential. The process
resulted in concrete succession and development scenar-
ios, which are documented in a standard, Web-based

IT system.



The Heraeus Group draws on a Group-wide, process-
integrated risk management system throughout the orga-
nization to recognize risks early, and document, evalu-
ate, manage, and monitor them according to standards,
ensuring lasting security and the company’s livelihood.
Further goals of the risk management system include def-
inition, implementation, and tracking of goal-oriented
measures to effectively manage risks to the company’s
existence. Findings from Risk Management, the annual
audit, as well as Corporate Auditing and Compliance Man-
agement are included.

All developments that may have a negative impact on
future developments in the Group’s economic situation
must be considered risks.

Risk management process

Identifying individual risks involves those responsible for
business function and operations looking at potentially
damaging and serious risks in the business groups that
have significant influence on the value of the company.
For this, only additive risks, i.e. risks that do not counter-
vail each other, and risk figures that are not part of
planned or actual figures, are considered.

Identified risks are evaluated on their probability of oc-
currence and maximum extent of damages, and summa-
rized at the business group, company, subgroup, and
Group levels.

In addition, the relative extent of damages (the maximum
extent of damages times probability of occurrence) is
compared to shareholders’ equity and cash or cash equiv-
alents. This allows for analyzing the current risk situa-
tion systematically and uniformly across the company,
and for managing it using real risk management mea-
sures.

Individual risks that are identified but no longer present
are deleted from the risk catalog only when this can be
substantiated and noted through the implementation of
appropriate countermeasures.

Risk reporting requirements are fully integrated into the
standardized controlling process.The current risk status
and its financial impact are examined every six months.

Management and supervisory bodies are regularly in-
formed of the current risk situation, and the efficiency
and effectiveness of the risk management system are
constantly monitored internally.

Strategic risks

At Heraeus, this risk category focuses on particular risks
associated with threats to core competencies, critical
success factors, and strategic goals. Long-term success
is based on our customers’ perceptions of the compa-
ny's competitive advantages and their ability to generate
competitive advantages in the future. The Group at-
tempts to minimize the likelihood of this risk occurring
through the company’s intensive research and develop-
ment activities.

Market risks

Threats from market positions and competitive advan-
tages, fluctuations in demand as a result of the economy,
and a strong dependence of some business groups on
few customers and suppliers could have a lasting impact
on our revenue and earnings development. Further risks
could emerge from a potential medium-term weakness in
the Chinese economy as a whole.



However, widely differentiated products and client struc-
tures will limit these individual market risks from impact-
ing the entire company. Exacting observation of the mar-
ket, development of alternative products, intensive client
relationships, build-up more key accounts, and qualifica-
tion additional suppliers for key products all contribute to
risk minimization.

Nearly all relevant regions around the world experienced
a clear economic recovery during 2010. However, a
renewed economic downturn due to funding shortfalls in
individual countries across the eurozone cannot be ruled
out. This would doubtless have a substantial impact on
earnings expectations, particularly in economically sen-
sitive consumer branches, such as the automotive, steel,
and semiconductor industries. Heraeus, however, can
continue to mitigate decreased earnings with suitable
measures.

Financial risks

The majority of individual financial risks identified are
related to creditworthiness and loan default. Heraeus
mitigates these risks with active global receivables man-
agement, which is the responsibility of the individual
business groups. These activities have been made even
more consistent and robust through the installation of
additional reporting and monitoring tools.

Because of its international activities, Heraeus is pre-
pared for some financial risks. In addition to credit and
liquidity risks, this includes market price risks. Finan-
cial risks are constantly monitored and managed by the
central Treasury department (in-house bank). The estab-
lishment and expansion of the Group’s central Treasury
department ensures that the increased significance of

these risks exacerbated by the capital market crisis is
taken into account. In addition to regular reporting, the
Financial Risk Committee constantly monitors the in-
house bank as well as the impact of financial risks on
the Heraeus Group. This committee consists of the
Chief Financial Officer, the heads of Corporate Finance
and Corporate Accounting, the Heraeus Risk Officer,
and representatives from the different business groups.

Market price risks include currency, interest, and other
price risks. Heraeus determines important risk positions
in standardized processes, evaluates them with different
risk instruments (limits, coverage rates, value-at-risk) on
a weekly basis, and implements measures accordingly
(see Notes to Consolidated Financial Statements, “Finan-
cial risk management” section).

Currency risks resulting from the international orienta-
tion of individual business groups are targeted for reduc-
tion by implementing selected derivative financial in-
struments, in particular forward exchange and currency
option transactions.

This means that security decisions will be made based
on a rolling, differentiated currency plan, according to the
latest Group financial guidelines. The significant curren-
cy risks arising here are from cash flows in US dollars
(USD) and Japanese yen (JPY).

The planned currency positions for 2011 were largely
secured through currency derivatives, and initial security
measures have already been implemented for 2012.

Like currency risks, interest risks are exclusively managed
centrally.



To manage liquidity risks, Heraeus Holding GmbH issued
a euro bond in 2010 and negotiated a long-term syndi-
cated line of credit to finance the Heraeus Group. Liquid-
ity risks are regularly simulated and subjected to stress
tests as part of regular reporting and Financial Risk
Committee activities.

The parameters needed to maintain the current rating
are constantly monitored, and it is considered unlikely
that the rating will be downgraded.

Operational risks

The Group’s highly diversified business portfolio faces
the general risks of controlling technical and business
processes. Strong growth in previous years, the founding
of new subsidiaries, and numerous acquisitions have
led to a widespread heterogeneous IT landscape. The
resulting risks will be mitigated to the extent our busi-
ness resources allow through continuing standardization
and the introduction of professional IT systems in the
coming years.

In spite of this, risks of quality defects from production
and job execution, loss of key personnel, and due to data
security cannot be completely ruled out.

These risks are limited through permanent improve-
ments to the quality management system, through exten-
sive continuing education programs for employees, and
through global implementation of current and reliable IT
security programs.

Legal risks
Despite a careful examination of the patent situation,
violations of industrial and intellectual property rights can

occur. Occasionally, this can lead to expensive and pro-

tracted lawsuits. It is therefore not possible to rule out
for the future that Heraeus may be confronted with al-

legations or charges of patent rights infringements and
will have to deal with them.

Possible infringements or violations of law are limited by
the compliance management system. Likewise, the pos-
sibility of theft in the precious metal area, already mini-
mized through multiple security standards, is constantly
reduced through continual improvements to those secu-
rity measures with regard to global standards and
controlling mechanisms.

Risk from taxes and customs duties arising from wide-
ranging global activities and the different associated
legal conditions cannot be completely ruled out. These
are compensated for with appropriate provisions or ad-
dressed preventatively by adding personnel in the corre-
sponding central Group functions.

Outside risks

In addition to the risks outlined above, there are other
influences that resist attempts to affect them, making
them difficult to control. Heraeus includes among these
risks acts of God (unforeseeable natural disasters, epi-
demics), and risks resulting from country-specific socio-
cultural and political developments. These also include
threats to the company’s reputation, which can lead to
direct or indirect losses due to diminished status.

Precious metal risks

The precious metal trade is governed by the guidelines
of the individual Heraeus trading companies located in
Hanau, New York, Hong Kong, and Shanghai. The trading



companies as a rule may only conduct precious metal
transactions on the basis of customers’ underlying physi-
cal transaction. Positions can only be accumulated and
held within closely defined risk limits that are monitored
on a daily basis. All transactions are recorded and con-
stantly tracked in an electronic trading system. Hedging
instruments commonly used in the market are employed
to hedge price risks. These include spot and futures
transactions, loans, and cash-and-carry transactions.

Daily monitoring of compliance with prescribed risk limits
and limit counts is conducted by employees who are not
subject to trading instructions, adhering to the principle
of separating functions.

Other risks

Sufficient provisions have been made for risks arising
from responsibilities for environmental protection and job
security, information technology breakdowns, and the
potential risks of all other internal services. The probabil-
ity of risks in these areas is therefore limited to a mini-
mum so that substantial impacts on the Group can largely
be ruled out.

Precious metals

Long-term supply contracts exist with the leading pre-
cious metal producers in all regions. These contracts are
regularly updated to reflect the development of the
market and the demand situation. High demand for some
industrial metals could lead to scarcity and result in
supply shortages. For this reason, in addition to primary
metals, customers supply precious metal in substantial
volumes, and Heraeus also has access to fine metal (pure
precious metal) from the recovery of refining batches

and from used products that are reintroduced to the pre-
cious metal cycle. This reduces procurement risks
considerably in spite of partial reductions in production
amounts from individual mines.

The high risk of partner default for loan and hedging
transactions is being dealt with through augmented risk
provisioning and additional monitoring measures. Rising
precious metal prices are managed with short-term hedg-
ing transactions.

Systems to secure the supply of precious metal are inte-
grated into a data and monitoring network that also
enables IT-supported tracking of efficiency in the respec-
tive production processes while supplying important
pointers for their optimization. Despite these comprehen-
sive measures, risks arising from the physical loss of
precious metal cannot be completely ruled out.

Materials and technologies

A broad orientation toward key markets enabled this
business group’s profitable growth. Utilizing synergies
with the precious metals business group as well as
precious metals expertise continued to be significant
here. Heavy dependence on key sectors such as the
automotive, semiconductor, lighting, and computer hard
drive industries represents a general risk.

Dependence on the availability of raw materials is be-
coming increasingly significant for the product business,
especially with products for the electronics industry.
Establishing long-term contracts with mines and other
suppliers mitigates this risk.



The risk of a recall action hangs over the entire supplier
industry for the automotive sector. Having a suitable
quality management system, supplier qualifications, and
product liability insurance in place addresses this risk.

Sensors

Business activity for sensors for the steel industry expe-
rienced an upswing once again. Global crude steel pro-
duction reached record levels in 2010. However, should
the economic situation worsen (especially in the crucial
Chinese market), significant declines in crude steel pro-
duction could result. The restructuring efforts already
implemented have enabled the company to react to such
a situation quickly and flexibly, without cutting into
future market opportunities.

Dental products

The decline in demand due to the health care reforms
that entered into effect for certain indication areas con-
tinued. Precious metal alloys on the global dental mar-
ket were especially hard hit by these changes. We are
assuming that this development will continue over the
long term. We are focusing now on strategic and organi-
zational areas to ensure measured and sustainable pro-
tection of earnings. By contrast, the industrially manu-
factured dental crowns and bridges business enjoyed
thoroughly positive development.

Ongoing development of industrially manufactured denture
materials could present some risks, which could delay
the prospects of success. However, these risks should not
have a substantial effect on the business group.

Biomaterials and medical products
This group continued to increase sales despite steady
price pressure in the market. Intensive training programs,

an expanded sales network, and favorable demographic
trends aided this development.

In the medical products market, flawless and reliable de-
livery of raw materials and preliminary products is very
important; this is achieved through quality control, con-
tractual regulations, and the maintenance of emergency
stocks. Continual further developments and innovations
also make it possible to adapt quickly to changing cus-
tomer demand, and even to anticipate it in certain areas.

Quartz glass

Efforts to improve efficiency and increase flexibility in
the cost structure along the value chain enabled Heraeus
Quarzglas to emerge from the crisis stronger. In addi-
tion, greater activity in other industry branches (applica-
tions for the telecommunications and photovoltaic and
solar industries in particular) has further reduced depen-
dence on the semiconductor industry and its cycles.
The implementation of strategic research and develop-
ment projects as well as close collaboration with various
key customers have also aided the company in defend-
ing and even expanding its excellent market position.
However, the cyclical semiconductor business could still
have a negative impact in the future.

Specialty light sources

Tougher laws have led to a decline in public acceptance
of artificial tanning. Heraeus Noblelight reduced its risk
situation by consistently adjusting production and sales
capacities for lamps for the tanning bed market.

Looming gradual losses of market share due to emerging
substitution technologies (LED in particular) were averted
through ongoing development and optimization of exist-
ing products. Activities in semiconductor technology in



the new Optoelectronics division will minimize risk even
further in the medium term.

Heraeus Noblelight addressed potential limited usability
of individual feedstocks by strengthening development
efforts for replacement materials.

With systems in place for risk measurement and mitiga-
tion, Heraeus also takes into account demands for early
risk detection in dealing with business opportunities and
challenges. At the present time, no risks to the Group’s
ability to continue as a going concern can be identified
with respect to the net assets, operating results, and
financial position.

Content and structural development for the Heraeus Com-
pliance System has continued since the Heraeus Group
introduced a global Code of Conduct on January 1, 2007.
The Code of Conduct and its accompanying guidelines
have been revised to reflect ongoing developments. The
Code of Conduct’s existing guidelines were expanded to
include the Heraeus Sourcing Policy, which contains rules
governing the selection and monitoring of suppliers. The
new guidelines took effect on October 1, 2010.

No significant changes were made to the content of the
Code of Conduct. A separate chapter on data protection
was added to address the importance of data privacy.

As a response to Germany’s new Money Laundering Act
as well as international standards for avoiding money
laundering, the guidelines for avoiding money laundering

and participating in criminal offenses have been fully
revised.

The rules stated in the Sourcing Policy ensure that
Heraeus does not work with questionable suppliers or
receive raw materials from dubious sources. The Sourcing
Policy contains regulations that must be observed for
every procurement process and special regulations for
the procurement of risk products (e.g. tantalum, mo-
lybdenum, and cobalt). It also includes strict guidelines
already in place for precious metals trading that moni-
tor business partners and transactions.

A Compliance Board links compliance management with
risk management, corporate auditing, and annual audit-
ing. The board meets twice yearly. Group management,
the head of Internal Auditing, the Heraeus Compliance
Officer, and the Heraeus Risk Officer, as well as the audi-
tor, are represented on the Compliance Board. The Com-
pliance Board exchanges information about risks to the
Group and determines measures accordingly.

The Heraeus Compliance Officer reports to the CEO.

In this capacity, the Heraeus Compliance Officer com-
piles the reports from compliance officers at the indi-
vidual business groups and subsidiaries, highlights key
events, and reports about ongoing progress in compli-
ance management at Heraeus. Furthermore, the Heraeus
Compliance Officer exchanges information on compliance
topics with officers at the different business groups on a
regular basis.

Corporate Auditing collects information from the Compli-
ance Board about issues in addition to compliance risks.
It also includes compliance-relevant issues in its auditing



catalog and reports on its findings to both Group man-
agement as well as the Heraeus Compliance Officer. Since
2009, the business groups have completed a yearly
compliance questionnaire on the introduction and imple-
mentation of compliance guidelines.

Based on the findings, Group management informs the
Supervisory Board'’s Audit Committee about develop-
ments and progress in compliance management as well
as important individual events.



No significant events subject to reporting occurred after
the balance sheet date of December 31, 2010.

The record results achieved in 2010 and continued
strong demand early this year in every important econom-
ic region are setting an optimistic tone for the coming
year. Heraeus expects these positive developments to
continue in the coming months, but at lower growth
rates compared to the previous year. However, this posi-
tive economic development could be threatened by
renewed tension in the financial markets and substantial
price increases for crucial raw materials. Given the cur-
rent conditions, we consider the risk of a widespread eco-
nomic downturn to be low. For the year 2011, Heraeus
anticipates further growth in both revenues and profits.

As long as the positive economic climate remains steady
in 2012, Heraeus expects growth to continue, although

at lower levels for revenues and profits. However, existing
overall economic risks to capital markets as well as
instability within currency areas and national economies
could have a negative impact on this positive forecast.

Over the long term, Heraeus expects continued positive
growth based in particular on our ability to leverage inno-
vation to grow organically and profitably in attractive
markets. Furthermore, targeted acquisitions to expand
existing product portfolios will contribute to success

at Heraeus in the future.

Our continued stable liquidity situation, combined with a
high equity-to-assets ratio as well as a secure basis for
medium- and long-term financing, offers a solid basis for
future developments in subsequent years as well.

The positive economic situation and sustained demand
for products containing precious metals are expected to
continue in the year 2011. Industries that rely on pre-
cious metals such as photovoltaics and medical technol-
ogies sectors are expected to see further growth. Elec-
tronics applications especially in Asia, as well as indus-
trial precious metal applications in China, will form the
basis for additional growth over the next two years.

Precious metals trading is still experiencing some impact
from the financial crisis in 2009, which led among other
things to heavier stockpiling of precious metals on the
part of customers in 2010.

Overall, Heraeus Precious Metals has an optimistic out-
look on the future, and anticipates growth, particularly
in Asia and developing nations. Because demand from
market participants has risen once again and the pre-
cious metal markets remain volatile, we expect that prof-
its for 2011 and 2012 will be slightly higher than the
level reached last year.

Heraeus Materials Technology plays a leading role in
processing precious and special metals as well as plati-
num group metals. High-quality products from this
international technology company can be found in the
health, environmental, energy, mobility, and communi-
cations sectors.

Suppliers of automotive electronics worldwide as well
as electronics production for applications in the commu-
nications and entertainment electronics industries (par-
ticularly in Asia) play an important role in the sales of
these products. A significant recovery in the automotive
industry compared to the year 2009 led to visible im-



provements in 2010; this is forecast to continue through
2011 and 2012. Mid-class and luxury vehicles with a
substantial amount of electronic components and controls
are expected to enjoy particularly high sales figures, also
in China. The Heraeus Materials Technology business
group will take part in this success.

Assuming that markets remain stable and growth con-
tinues, especially in Asian countries, modest increases
in profits are anticipated over the next two years.

Access to essential and consumer products for increasing
numbers of people all over the world, and the increasing
significance of environmental technologies and solutions,
will combine to increase demand for products made
from precious and special metals in the coming years.

Growing global demand for capital goods, increasing
infrastructure demands, and the steadily growing mobility
requirements have boosted demand for steel products
for a variety of purposes, especially in China, but in other
markets as well. The significant recovery of the steel
market that manifested in the past financial year will con-
tinue and bring growth rates in the mid-single digits for
2011 and 2012. This should bring additional momentum
for the sensor business, because the amount of steel
produced is directly proportional to the number of sensors
used. Furthermore, Heraeus is the undisputed global
market leader in sensors and measurement technology
for steel production, and is extremely well-positioned
to profit handsomely from this growth. Comprehensive
research and development activities will yield new, in-
novative products in the coming years that will launch
on the market and further bolster this secure market
position.

The market for dental products for dentists and dental
technicians will continue to grow over the next two years
due to demographic development, increasing demand
for function and aesthetics, and innovations in both treat-
ment methods and products.

With a strategic focus on restorative dentistry, traditional
prosthetics, and industrially manufactured denture ma-
terials, Heraeus Dental is set to take advantage of these
growth opportunities. However, we will again feel the
effects of the trend toward replacing precious metals in
prosthetics with industrially manufactured ceramic solu-
tions and non-precious metals, while digital solutions edge
out traditional materials and technologies. This business
group further anticipates positive growth in revenues and
profits from a new pharmaceutical product for dental
applications. Overall, Heraeus Dental anticipates positive
revenue growth for 2011 and 2012.

The global market for bone cement and biomaterials for
orthopedics and traumatology will continue to grow due
to demographic shifts, rising expectations for quality of
life and mobility, medical advances, and product inno-
vations. Heraeus Medical is poised to take advantage of
these growth opportunities with its attractive product
portfolio, top-notch comprehensive training programs, as
well as its excellent business structure. Over the next
two years, Heraeus Medical anticipates strengthening its
market positions with existing products in countries where
its market share is still relatively small, in particular in
Latin America and Asia. In regions with good market pen-
etration, such as Europe and Australia, innovative prod-
ucts should open up new market segments. These include
new products for primary and revision endoprosthesis,
bone replacement materials, as well as anti-infective ther-
apy for bone surgery.



Heraeus Medical plans to expand its market position in
selected countries throughout Europe with innovative
products for spinal medicine, in particular for treating
fractures of the vertebral body.

This business group benefited from a very strong econom-
ic upswing in the key semiconductor and telecommunica-
tions technology industries. In particular, growing demand
from expansion of the global broadband network focused
in China as well as a greater market presence with prod-
ucts for manufacturing photovoltaic and solar modules
support the forecast for positive growth over the next two
years. At the same time, the resulting diversification of
the product portfolio has further reduced dependence on
the semiconductor industry and its cycles. Since stable
market conditions are expected for this industry over the
coming year as well, continued revenue growth should
be evident. A cyclical decrease in demand for the semi-
conductor industry is expected over the medium term.
In addition, the implementation of comprehensive mea-
sures to optimize processes and facilities will yield fur-
ther improved results.

The steady, deliberate development of new application
areas will remain a clear focus of the specialty light
sources business group’s growth strategy. Innovative
new developments and advances coupled with invest-
ments in promising customer services such as applica-
tion centers and comprehensive consulting on complex
processes demonstrate and secure Heraeus Noblelight's
role as a market leader. Therefore, the business group
has set a goal of moderate sales growth at a high level
as well as a positive return on sales. Nevertheless, the
rapid recovery in the specialty light sources market dur-
ing the financial year should not disguise the fact that
market conditions and the environment remain somewhat
unstable. Specifically, growth in the important photo-
voltaics industry is marked by uncertainty over the me-
dium term; the prognosis for the next two years calls
for a decline in growth rates.



1. Subsidiaries included in the consolidated financial statements

Domestic
Heraeus Beteiligungsverwaltungsgesellschaft mbH Hanau Germany 100.00
Heraeus Clevios GmbH Leverkusen Germany 100.00
Heraeus Electro-Nite GmbH & Co. KG Hanau Germany 100.00
Heraeus Electro-Nite Verwaltungsgesellschaft mbH Hanau Germany 100.00
Heraeus Energieversorgungsgesellschaft mbH Hanau Germany 100.00
Heraeus Finance GmbH Hanau Germany 100.00
Heraeus Holding GmbH Hanau Germany 100.00
Heraeus infosystems GmbH Hanau Germany 100.00
Heraeus Instruments Administration and Management GmbH Hanau Germany 100.00
Heraeus Kulzer GmbH Hanau Germany 100.00
Heraeus Kulzer International GmbH Hanau Germany 100.00
Heraeus Kulzer Liegenschaften GmbH & Co. KG Hanau Germany 100.00
Heraeus Liegenschafts- und Facility Il
Management GmbH & Co. KG Hanau Germany 100.00
Heraeus Liegenschafts- und Facility
Management GmbH & Co. KG Hanau Germany 100.00
Heraeus Liegenschafts- und Facility Management
Verwaltungsgesellschaft mbH Hanau Germany 100.00
Heraeus Medical GmbH Wehrheim Germany 100.00
Heraeus Metallhandelsgesellschaft mbH Hanau Germany 100.00
Heraeus Noblelight GmbH Hanau Germany 100.00
Heraeus Noblelight Liegenschaften GmbH & Co. KG Hanau Germany 100.00
Heraeus Precious Metals GmbH & Co. KG Hanau Germany 100.00
Heraeus Quarzglas GmbH & Co. KG Hanau Germany 100.00
Heraeus Quarzglas International GmbH Hanau Germany 100.00
Heraeus Quarzglas Verwaltungsgesellschaft mbH Hanau Germany 100.00
Heraeus Sensor Technology GmbH Hanau Germany 100.00
Original Hanau GmbH Hanau Germany 100.00
Scientific Glass GmbH Usingen Germany 100.00
W.C. Heraeus GmbH Hanau Germany 100.00
W.C. Heraeus International GmbH Hanau Germany 100.00




Foreign

Beijing Heraeus Biomaterials Co., Ltd. Beijing China 100.00
Cavex Holland B.V. Haarlem The Netherlands 100.00
Heraeus Amba Ltd. Banbury United Kingdom 100.00
Heraeus B.V. Wijk bij Duurstede The Netherlands 100.00
Heraeus Catalysts (Danyang) Co. Ltd. Jiangsu China 70.00
Heraeus Chemicals SA (Pty.) Ltd. Port Elizabeth South Africa 100.00
Heraeus Contact Materials Switzerland AG Thalwil Switzerland 100.00
Heraeus CZ s.r.o. Prague Czech Republic 100.00
Heraeus Drijfhout B.V. Amsterdam The Netherlands 100.00
Heraeus Electronic Materials Philippines, Inc. Makati City The Philippines 100.00
Heraeus Electro-Nite (Aust.) Pty. Ltd. Unanderra Australia 100.00
Heraeus Electro-Nite (Pty.) Ltd. Boksburg South Africa 100.00
Heraeus Electro-Nite (U.K.) Ltd. Chesterfield United Kingdom 100.00
Heraeus Electro-Nite AB Lidingd Sweden 100.00
Heraeus Electro-Nite A.S. Ankara Turkey 100.00
Heraeus Electro-Nite Canada Ltd. Stoney Creek/ON Canada 100.00
Heraeus Electro-Nite Co., LLC Dover/DE USA 100.00
Heraeus Electro-Nite Espana, S.L. Llanera-Asturias Spain 100.00
Heraeus Electro-Nite France S.A.R.L. Illange France 100.00
Heraeus Electro-Nite Instrumentos Ltda. Diadema/SP Brazil 100.00
Heraeus Electro-Nite International N.V. Houthalen Belgium 100.00
Heraeus Electro-Nite Italy S.R.L Milan Italy 100.00
Heraeus Electro-Nite Japan Ltd. Ichikawa-shi, Chiba Japan 100.00
Heraeus Electro-Nite L.L.C. Moscow Russia 100.00
Heraeus Electro-Nite Ltd. Basel Switzerland 100.00
Heraeus Electro-Nite Mexicana S.A. de C.V. Ramos Arizpe/COA Mexico 100.00
Heraeus Electro-Nite Polska Sp. z o.0. Sosnowiec Poland 100.00
Heraeus Electro-Nite Shanghai Ltd. Shanghai China 100.00
Heraeus Electro-Nite Shenyang Co. Ltd. Shenyang China 100.00
Heraeus Electro-Nite Taicang Co. Ltd. Taicang China 100.00
Heraeus Electro-Nite Taiwan Ltd. Kaohsiung Taiwan 100.00
Heraeus Electro-Nite Ukraina LLC Zaporozhye Ukraine 100.00
Heraeus Hellas Monoprosopi EPE Athens Greece 100.00
Heraeus Inc. New York/NY USA 100.00




Heraeus K.K. Tokyo Japan 100.00
Heraeus Kulzer Australia Pty. Ltd. Chatswood Australia 100.00
Heraeus Kulzer Austria GmbH Vienna Austria 100.00
Heraeus Kulzer Benelux B.V. Nijmegen The Netherlands 100.00
Heraeus Kulzer Dental Ltd. Shanghai China 100.00
Heraeus Kulzer Hungary Kft. Budapest Hungary 100.00
Heraeus Kulzer, LLC Dover/DE USA 100.00
Heraeus Kulzer Japan Co., Ltd. Tokyo Japan 100.00
Heraeus Kulzer Ltd. Newbury United Kingdom 100.00
Heraeus Kulzer Mexico S.A. de C.V. Mexico-City Mexico 100.00
Heraeus Kulzer Nordic AB Sollentuna Sweden 100.00
Heraeus Kulzer Poland Sp. z o.0. Warsaw Poland 100.00
Heraeus Kulzer Portugal Lda. Vila do Conde Portugal 100.00
Heraeus Kulzer S.r.l. Milan Italy 100.00
Heraeus Kulzer Schweiz AG Dibendorf Switzerland 100.00
Heraeus Kulzer South America Ltda. S&o Paulo Brazil 100.00
Heraeus Ltd. Hong Kong China 100.00
Heraeus Materials Ltd. Stoke-on-Trent United Kingdom 100.00
Heraeus Materials S.A. Yverdon-les-Bains Switzerland 100.00
Heraeus Materials Korea Corporation Seoul Republic of Korea 100.00
Heraeus Materials Singapore Pte. Ltd. Singapore Singapore 100.00
Heraeus Materials Technology LLC Wilmington/DE USA 100.00
Heraeus Materials Technology Shanghai Ltd. Shanghai China 100.00
Heraeus Materials Technology Taiwan Ltd. Taipei Taiwan 100.00
Heraeus Medical Components LLC St. Paul/MN USA 100.00
Heraeus Medical Components Caribe, Inc. Dorado Puerto Rico 100.00
Heraeus Metal Processing, LLC Dover/DE USA 100.00
Heraeus Metal Processing, Ltd. Shannon Ireland 100.00
Heraeus Noblelight Analytics Ltd. Cambridge United Kingdom 100.00
Heraeus Noblelight de Puerto Rico, Inc. Cayey Puerto Rico 100.00
Heraeus Noblelight LLC Wilmington/DE USA 100.00
Heraeus Noblelight Ltd. Cambridge United Kingdom 100.00
Heraeus Noblelight France S.A.R.L. Courtaboeuf France 100.00
Heraeus Noblelight (Shenyang) Ltd. Shenyang China 100.00
Heraeus Oriental HiTec Co., Ltd. Inchon Republic of Korea 100.00




Heraeus Precious Metals Management LLC Wilmington/DE USA 100.00
Heraeus PSP France SAS Gresy sur Aix France 100.00
Heraeus Quartz America LLC Wilmington/DE USA 100.00
Heraeus Quartz UK Ltd. Wallsend United Kingdom 100.00
Heraeus Recycling Technology (Taicang) Co., Ltd. Taicang City China 100.00
Heraeus Refinery SA (Pty.) Ltd. Port Elizabeth South Africa 100.00
Heraeus S.A. Madrid Spain 100.00
Heraeus S.A. Pty. Ltd. Boksburg South Africa 100.00
Heraeus S.A.S. Villebon sur Yvette France 100.00
Heraeus S.p.A. Milan Italy 100.00
Heraeus Sensor Technology Ltda. Diadema/SP Brazil 100.00
Heraeus Shanghai Management Consulting Co., Ltd. Shanghai China 100.00
Heraeus ShinEtsu Quartz China Inc. Shenyang China 66.67
Heraeus (Thailand) Ltd. Bangkok Thailand 100.00
Heraeus Tenevo LLC Dover/DE USA 100.00
Heraeus Tokmak Kiymetli Madenler Sanayi A.S. Izmir Turkey 95.00
Heraeus Vectra do Brasil Ltda. S&o Paulo Brazil 60.00
Heraeus Zhaoyuan Changshu Electronic Materials Co. Ltd. Changshu China 80.00
Heraeus Zhaoyuan Precious Metal Materials Co. Ltd. Zhaoyuan China 60.00
Huden Co., Ltd. Seoul Republic of Korea 51.00
PT Heraeus Materials Indonesia Tangerang, Prov. Banten Indonesia 100.00
Shanghai Heraeus Kulzer Dental Trading Ltd. Shanghai China 100.00
Teplopribor Express Analysis 000 Chelyabinsk Russia 100.00
Woojin Electro-Nite Inc. Hwaseong-si, Gyeonggi-do Republic of Korea 66.00

2. Subsidiaries not included in the consolidated financial statements

Domestic
Heraeus Edelmetalle GmbH Hanau Germany 100.00
Heraeus Mitarbeiter Treuhandgesellschaft mbH Hanau Germany 100.00

Foreign
Heraeus Amba Australia Pty. Ltd. Victoria Australia 100.00
Heraeus Materials St. Petersburg 000 St. Petersburg Russia 100.00
Heraeus Metals (Shanghai) Co., Ltd. Shanghai China 100.00
Heraeus Zenith Refinery Ltd. Hong Kong Hong Kong 100.00
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3. Holdings included in the consolidated financial statements as associated companies

Domestic
HN Sunlight GmbH Hanau Germany 50.00
Foreign
Amba lItalia S.r.l. Milan Italy 50.00
Amba Lamps Benelux BVBA Turnhout Belgium 50.00
Argor-Heraeus S.A. Mendrisio Switzerland 26.50
Choksi Heraeus Private Ltd. Udaipur/Rajasthan India 50.00
Heraeus Shin-Etsu America, Inc. Wilmington/DE USA 25.00
Heraeus Shin-Etsu Quartz Singapore Pte. Ltd. Singapore Singapore 50.00
Inner Mongolia Electrolyte Metals and Powders Co., Ltd. Dengkou County China 49.75
The Principality
Perdent GmbH Schaan of Liechtenstein 50.00
Ravindra Heraeus Private Ltd. Udaipur/Rajasthan India 50.00
Shin-Etsu Quartz Products Co., Ltd. Tokyo Japan 50.00
Young Shin Quartz Co., Ltd. Chungbuk Republic of Korea 50.00




Efficient disinfection of packaging materials at a wavelength of 2 2 2 n m






In foodstuffs preparation, the highest hygiene requirements must be fulfilled with
regard to production and packaging. The sterility of the packaging materials is the
primary requirement when it comes to keeping such products as milk and fruit juices
reliably storable. Modern systems fill several packages per second — a high-speed
process that cannot be followed with the naked eye. The disinfection process must keep
up in order to ensure efficient overall production. Special UV lamps from Heraeus sup-
port the sterilization of the packagings with reliability. In this process, the packaging
materials are treated with hydrogen peroxide (H,0,). This chemical is not only highly
antibacterial, but it is also eagerly taken up by the cell walls of the germs. As soon as
these microorganisms are exposed to ultraviolet light at a wavelength of 222 nm, the
absorbed hydrogen peroxide is activated, thereby destroying the structure of the micro-
organisms. The process is so efficient that only one germ out of 100 million will sur-
vive. Thanks to modern UV technology, products such as milk will be kept fresh and tasty
for several months.



UV LAMPS FOR DISINFECTION OF PACKAGING MATERIALS
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Consolidated Balance Sheet

of Heraeus Holding GmbH, Hanau, as of December 31, 2010

ASSETS IN € MILLION DEC. 31,2010 DEC. 31,2009
Cash and cash equivalents 347.6 380.3
Securities 290.3 268.3
Trade receivables 629.6 459.5
Current tax receivables 139.8 107.8
Miscellaneous receivables and other assets 103.3 65.8
Inventories — excluding precious metals 332.4 263.6
Precious metals 665.3 399.8
Current assets 2,508.3 1,945.1
Goodwill 58.8 33.4
Other intangible assets 171.4 83.6
Property, plant, and equipment 688.0 672.4
Investments at equity 137.0 102.4
Other financial assets 3.4 4.1
Non-current tax receivables 14.1 13.7
Other non-current assets 12.8 21.5
Deferred tax assets 83.6 52.7
Non-current assets 1,169.1 983.8

Assets 3,677.4 2,928.9




Promissory notes

50.0

Trade payables 295.0 177.4
Liabilities due to banks 50.4 105.7
Current tax liabilities 92.4 34.1
Other current liabilities 108.4 103.8
Current provisions 136.1 66.7
Current liabilities 682.3 537.7
Bonds 2479 -
Promissory notes 249.7 249.6
Liabilities due to banks 0.3 3.6
Other non-current liabilities 34.6 27.2
Provisions for pensions and similar obligations 299.4 253.7
Other non-current provisions 36.4 58.2
Deferred tax liabilities 161.5 114.6
Non-current liabilities 1,029.8 706.9
Capital subscribed 210.0 210.0
Capital reserve 127.8 127.8
Retained earnings 1,597.7 1,393.4
Other comprehensive income 12.9 -59.1
Non-controlling interests 16.9 12.2
Shareholders’ equity 1,965.3 1,684.3
Total shareholders’ equity and liabilities 3,677.4 2,928.9
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Consolidated Income Statement

of Heraeus Holding GmbH, Hanau, for the period from January 1 to December 31, 2010

IN € MILLION 2010 2009
Revenue 22,025.3 16,220.1
Cost of materials -20,675.7 -15,211.4
Personnel expenses -607.6 -553.9
Amortization, depreciation, and impairment -107.2 -102.9
Other operating income 98.6 99.6
Other operating expenses -353.4 -278.6
Income from investments accounted for using the equity method 16.3 -1.8
Earnings before interest and taxes (EBIT) 396.3 171.1
Financial result -37.8 -15.4
Income before taxes 358.5 155.7
Income taxes -98.1 -37.5
Net income 260.4 118.2
Thereof attributable to shareholders of the Group 254.9 116.6

Thereof attributable to non-controlling interests 5.5 1.6




Net income 260.4 118.2
Depreciation and impairment/write-ups of non-current assets 101.0 77.2
Changes in inventories -291.8 17.9
Changes in trade receivables -134.1 -80.5
Changes in trade payables 106.5 20.3
Changes in provisions 49.0 3.1
Changes in other assets and liabilities -24.2 -52.8
Result from the disposal of non-current and other financial assets -5.4 4.3
Other non-cash expenses/income 15.9 23.4
Cash flow from operating activities 77.3 131.1
Cash inflows from the disposal of non-current assets 3.8 13.2
Cash inflows from the disposal of businesses 6.1 -
Cash outflows for investments in non-current assets -79.0 -104.1
Cash outflows for acquisitions -129.1 -12.0
Changes in other financial assets -14.8 -109.4
Cash flow from investing activities -213.0 -212.3
Cash inflows from non-controlling interests 0.4 0.8
Dividends paid, including dividends to non-controlling interests -31.4 -37.3
Cash inflows from the issuing of interest-bearing liabilities 248.7 50.6
Cash outflows from the redemption of interest-bearing liabilities -126.5 -60.8
Cash flow from financing activities 91.2 -46.7
Net change in cash and cash equivalents -44.5 -127.9
Effect of exchange rate differences on cash and cash equivalents 11.8 1.0
Cash and cash equivalents at the beginning of the period 380.3 507.2
Cash and cash equivalents at the end of the period 347.6 380.3
Cash flow from operating activities 77.3 131.1
Cash inflows from the disposal of non-current assets 3.8 13.2
Cash inflows from the disposal of businesses 6.1 -
Cash outflows for investments in non-current assets -79.0 -104.1
Cash outflows for acquisitions -129.1 -12.0
Free cash flow -120.9 28.2
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Key Financial Indicators for the Group 2006-2010

2010 2009 2008 2007 2006
Financial performance in € million
Product revenue 4,079 2,586 2,920 2,909 2,690
Precious metals trading revenue 17,946 13,634 12,994 9,281 9,390
Earnings before interest and taxes (EBIT) 396 171 275 321 296
Net income 260 118 168 210 176
Financial position in € million
Total assets 3,677 2,929 2,856 2,637 2,428
Shareholders’ equity 1,965 1,684 1,586 1,444 1,287
Equity-to-assets ratio in % 53 58 56 55 33
Cash flow in € million
Cash flow from operating activities 77 131 459 261 202
Capital expenditure 73 88 105 104 84
Depreciation 87 88 68 75 69
Employees
Employees at year-end 12,931 12,340 12,830 11,875 11,275
In Germany 4,772 4,589 4,662 4,549 4,381
Outside of Germany 8,159 7,751 8,168 7,326 6,894
Personnel expenses in € million 608 554 547 525 498







The Year 2010 at a Glance

In 2010, in accordance with the motto “Creating Inno-
vations,” Heraeus celebrates the 150th birthday of
physicist and chemist Dr. Richard Kiich, the first head
researcher at Heraeus, whose numerous inventions
were a driving force for the growth and development
of our company.

An article about Heraeus products appears in the UN
Global Compact yearbook. UN Global Compact is the
world’s largest network for corporate responsibility,
with more than 5,000 participating companies.

Heraeus introduces its first pharmaceutical product.
The new drug completes the product range for local
anesthetics.

Heraeus and Ferro sign an agreement concerning the
reciprocal acquisition of certain business areas related to
decoration materials for ceramics and glass. Heraeus
acquires Ferra’s precious-metal-based decoration busi-
ness and in return, Ferro acquires Heraeus’ ceramic
colors business.

Heraeus Finance GmbH successfully issues a €250 mil-
lion bond to institutional investors, as well as small and
mid-sized banks and investment companies in Germany
and other European countries. Heraeus intends to use
the proceeds for general corporate purposes. The bond
has a term of seven years with a fixed coupon of four
percent. The order book is heavily oversubscribed.

Heraeus continues to implement its strategy for expan-
sion in the lucrative dental market in Asia by acquiring a
majority stake in Huden Dental Co. Ltd. in South Korea.

At seven events worldwide, Dr. Frank Heinricht and Jan
Rinnert, the Heraeus Holding Board of Management,
present the Heraeus Corporate Guiding Principles 2020.
The new Corporate Guiding Principles replace Vision
2010, established in 2000, and the previous Corporate
Guiding Principles.



As Heraeus celebrates Richard Kiich’s 150th birthday,
the company receives recognition for the QRC infrared
emitter used for producing solar cells and is selected as
one of the “365 Landmarks in the Land of Ideas,” award-
ed annually by Deutsche Bank and the “Germany — Land
of Ideas” initiative.

The month begins with a day dedicated to vocational
training and education at Heraeus. The program kicks
off by welcoming 76 new trainees and 17 new students
in dual programs, followed in the afternoon with 24 em-
ployees receiving their IHK certificates for successfully
completing a continuing education program as skilled
industrial workers.

Heraeus Quarzglas celebrates a double victory at the
eighth annual Heraeus Innovation Awards. The business
group takes first place and also wins the award in a
new category honoring process innovations. Second
place goes to an innovation from Heraeus Medical and
third place is awarded to Heraeus Materials Technology.
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The London Bullion Market Association (LBMA) names
Heraeus Limited Hong Kong (HLH) as a Good Delivery
Refiner for 1,000-ounce silver bars and adds HLH to the
list of LBMA-accredited suppliers.

By acquiring H. C. Starck’s Conductive Polymers unit,
marketed under the name Clevios, Heraeus engages in
targeted expansion of its product portfolio as the
world’s leading provider of high-quality coating materi-
als for important growth markets in the electronics
industry.






