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9. INTANGIBLE ASSETS

Developments in 2006

Concessions,

trademarks and

similar rights and Advance
Million € values* Goodwill Payments Total
Acquisition costs
Balance as of January 1, 2006 645.3 107.1 6.7 759.1
Additions 25.1 - 0.7 25.8
Disposals 338.5 - - 338.5
Transfers 0.9 - (0.9 0.0
Balance as of December 31, 2006 332.8 107.1 6.5 446.4
Amortization
Balance as of January 1, 2006 524.5 27.3 - 551.8
Additions 43.9t 5.6 - 495
Disposals 338.5 - - 3385
Balance as of December 31, 2006 229.9 32.9 - 262.8
Net book value as of December 31, 2006 102.9 74.2 6.5 183.6
Net book value as of December 31, 2005 120.8 79.8 6.7 207.3
* Including licenses in such rights and values
! Thereof impairment losses of €4.8 million
10. PROPERTY, PLANT AND EQUIPMENT
Developments in 2006
Advance
Land, land Machinery and Miscellaneous payments and
rights and technical equipment and construction
Million € buildings* equipment fixtures in progress Total
Acquisition cost
Balance as of January 1, 2006 2,483.1 9,278.3 1,202.7 146.2 13,110.3
Additions 16.6 139.6 51.1 147.9 355.2
Disposals 4.2 48.0 40.5 114 104.1
Transfers 10.2 75.4 22.7 (108.3) 0.0
Balance as of December 31, 2006 2,505.7 9,445.3 1,236.0 174.4 13,361.4
Depreciation
Balance as of January 1, 2006 2,017.0 8,470.5 1,058.5 - 11,546.0
Additions 38.7* 282.42 64.73 - 385.8
Disposals 2.9 47.2 39.6 - 89.7
Transfers 0.2 (0.6) 0.4 - 0.0
Write-ups . - - - .
Balance as of December 31, 2006 2,053.0 8,705.1 1,084.0 - 11,842.1
Net book value as of December 31, 2006 452.7 740.2 152.0 174.4 1,519.3
Net book value as of December 31, 2005 466.1 807.8 144.2 146.2 1,564.3

* Including buildings on land owned by others
! Thereof impairment losses of €0.1 million

2 Thereof impairment losses of €12.0 million

2 Thereof impairment losses of €0.3 million
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11. FINANCIAL ASSETS

Developments in 2006
Participations

Shares in Shares in

affiliated participating Total
Million € companies interests participations
Acquisition costs
Balance as of January 1, 2006 15,766.1 389.8 16,155.9
Additions 11,394.2 4.6 11,398.8
Disposals 10,027.8 21.7 10,049.5
Balance as of December 31, 2006 17,132.5 372.7 17,505.2
Depreciation
Balance as of January 1, 2006 257.3 43.4 300.7
Additions 86.1 3.9 90.0
Disposals 5.1 18.3 234
Write-ups 7.5 - 7.5
Balance as of December 31, 2006 330.8 29.0 359.8
Net book value as of December 31, 2006 16,801.7 343.7 17,145.4
Net book value as of December 31, 2005 15,508.8 346.4 15,855.2

The relatilvely high additions and disposals relating to

participations result from BASF AG's invovlement in the

chemicals business of Degussa as well as from the partial
relocation of Group's internal financial services within the

acquisitions of the Engelhard Group and the construction BASF Group.
Developments in 2006
Loans and other investments

Loans to Loans to

affiliated participating Other loans Loans and Total
Million € companies interests  and investments investments financial assets
Acquisition cost
Balance as of January 1, 2006 955.6 16.5 22.9 995.0 17,150.9
Additions 106.7 3.9 3.0 113.6 11,512.4
Disposals 779.1 1.5 7.3 787.9 10,837.4
Balance as of December 31, 2006 283.2 18.9 18.6 320.7 17,825.9
Depreciation
Balance as of January 1, 2006 16.2 0.0 3.7 19.9 320.6
Additions 17.7 0.3 0.5 18.5 108.5
Disposals 11.5 - 0.3 11.8 35.2
Write-ups - - 0.3 0.3 7.8
Balance as of December 31, 2006 224 0.3 3.6 26.3 386.1
Net book value as of December 31, 2006 260.8 18.6 15.0 294.4 17,439.8
Net book value as of December 31, 2005 939.4 16.5 19.2 975.1 16,830.3
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12. INVENTORIES

Million € 2006 2005
Raw materials and factory supplies 219.9 173.6
Work-in-process, finished goods and merchandise 1,105.7 1,025.1
Construction in progress 34.2 54.4
Advance payments 0.6 0.7

1,360.4 1,253.8

“Work-in-process” and “Finished goods and merchan-
dise” are combined into one item due to the production
conditions in the chemical industry.

The acquisition or production costs of raw materials,
work-in-process, finished goods and merchandise are de-
termined by the last-in-first-out (LIFO) method. Factory
supplies are carried predominantly at average cost. For

13. RECEIVABLES AND OTHER ASSETS

inventories valued on LIFO basis, LIFO reserves (i.e., the
difference between LIFO-valuation and valuation at aver-
age cost or lower quoted or market values) are about €35
million (2005: €33 million) for raw materials and approxi-
mately €115 million (2005: €66 million) for finished goods
and merchandise.

2006 2005

Thereof Thereof

Million € non-current non-current

Accounts receivable, trade 1,540.8 - 1,451.0 0.1

Receivables from affiliated companies 10,457.8 4,8235 -
Receivables from associated companies and

other participating interests 36.7 - 50.0 -

Other assets 369.5 172.6 334.9 62.3

12,404.8 172.6 6,659.4 62.4

The accrued items, in particular accrued interest and tax-
es, amounted to €54.8 million in 2006 and €7.1 million

14. LIQUID FUNDS

Liquid funds and marketable securities contains €3,675.6
million that was transferred to BASF Pensionstreuhand
e.V. to secure the pension obligations as part of the Con-
tractual Trust Arrangement (CTA). According to HGB,

in 2005. This includes interest accruals of €53.0 million for
securities managed by the CTA.

these committed funds shall continue to be shown in the
balance sheet of BASF AG. The CTA was established in
December 2005. As of December 31, 2005 the funds were
still held as fixed-term deposits. According to plan, most
of the assets were held in the form of securities in 2006.
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15. PREPAID EXPENSES

Million € 2006 2005
Discounts 10.8 7.5
One-time payment wage agreement - 15.8
Miscellaneous 22.7 20.4

335 43.7

The discount from the issuance of the 3.50% Euro

Bond 2003/2010, the 3.375% Euro Bond 2005/2012, the
4.00%Euro Bond 2006/2011, the 4.5% Euro Bond
2006/2016 and the 3-Month EURIBOR Bond 2006/2009 is

16. CAPITAL AND RESERVES

capitalized and amortized as interest expense over the
term of the underlying obligations.

Miscellaneous prepaid expenses include prepayments re-
lated to ongoing business activities.

Outstanding Subscribed Capital

shares capital € reserves €

Outstanding shares as of December 31, 2006 501,090,000 1,282,790,400.00 3,031,734,155.93
Repurchased shares intended to be cancelled (1,410,000) (3,609,600.00) 0.00
Outstanding shares as disclosed in the financial statements 499,680,000 1,279,180,800.00 3,031,734,155.93

Of the total of 14,699,000 shares that were repurchased in
2006, 1,410,000 shares were not cancelled. Therefore,
these shares were not capitalized, but rather the sub-
scribed capital is shown net of these shares at December
31, 2006. A total of 13,969,000 shares were cancelled as

of December 31, 2006. Thereof were included 680,000
shares that were acquired for the purpose of cancellation
in 2005. The subscribed capital of BASF AG was reduced
by the resulting attributable amount of €35,760,640
(13,969,000 shares).

Conditional capital Authorized capital

Million € 2006 2005 2006 2005
As of January 1 411.7 424.0 500.0 500.0
Conditional capital to ensure the exercise of options on BASF shares in the event

of the issucance of stock warrants, retirement due to expiry (April 1, 2006) (384.0)

Conditional capital for the stock option program BOP 1999/2000,

BOP 2001/2005, decrease due to expiration of option rights (5.3) (12.3)

As of December 31 22.4 411.7 500.0 500.0

36



Share repurchase

The Board of Executive Directors received approval at

the Annual Meeting on May 4, 2006, to repurchase
BASF’s shares to a maximum amount of 10% of sub-
scribed capital by November 3, 2007. The shares shall be
purchased on the stock exchange or through a public
purchase offer addressed to all shareholders. If BASF
shares are purchased on a stock exchange, the price paid
for the shares may not be higher than the highest market
price on the buying day and may not be lower than 25%
of that market price. In the case of a public purchase of-
fer, the price offered by BASF may be a maximum of 10%
higher than the highest market price on the third trading
day prior to the publishing of the public purchase offer.
This authorization supersedes the validity of the prior au-
thorization to repurchase BASF shares granted by the An-
nual Meeting on April 28, 2005.

In addition, the Board of Executive Directors has been
authorized at the Annual Meeting on May 4, 2006 to pur-
chase BASF shares through the use of put and call op-
tions. The price paid for options purchased may not ex-
ceed the theoretical value calculated with recognized fi-
nancial models using the same assumptions, such as the
strike price, as the options themselves, while the price re-
ceived for options sold may not fall beneath this value.

The Board of Executive Directors is authorized to can-
cel repurchased shares without further shareholder ap-
proval. A sale of repurchased BASF shares requires the
respective authorization through the Annual Meeting un-
less the shares with the authorization of the Supervisory
Board, to acquire companies, parts of companies or hold-
ing in companies in return for the transfer of shares.

In 2006, BASF AG acquired a total of 14,699,000
shares, or 2.86% of the issued shares. The average pur-
chase price was €63.84 per share. As of the balance
sheet date, 1,410,000 shares of BASF stock were held by
BASF AG. These were acquired for the purpose of can-
cellation. Therefore, these shares were not capitalized,
but rather the subscribed capital is shown net of these
shares at December 31, 2006. A total of 13,969,000 shares
were cancelled in 2006. Thereof were included 680,000
shares that were acquired in 2005.

In 2006, BASF bought back shares for a total of
€938.4 million. €3.6 million thereof was expensed through
the reduction of subscribed capital and €936.6 million
through the reduction of other retained earnings. €1.7 mil-
lion thereof was related to the purchase of 680,000 shares
in 2005.

Conditional capital

Of the conditioned capital, €22.4 million is reserved to ful-
fill stock options granted under the BASF stock option
program BOP 2001/2005 to the members of the Board of
Executive Directors and other senior executives of BASF
and its subsidiaries. An amount of less than €0.1 million is
reserved to meet compensation claims of former share-
holders of Wintershall. These compensation claims ex-
pired in July 2004.

Disclosure in compliance with Section 21 (1) of the
German Securities Trading Act (WpHG)

AXA Investment Managers Deutschland GmbH notified us
in the name of and with the express authority of AXA S.A.,
25 Avenue Matignon, 75008 Paris, France, that the voting
rights of Axa. S.A. in BASF Aktiengesellschaft exceeded
the threshold of 5% on January 3, 2007 and now amount
to 5.17 % of the voting rights. These voting rights are to be
credited to Axa S.A. pursuant to Section 22 (1) sentence 1,
Nr. 6 in connection with Section 22 (1) sentence 2 of the
German Securities Trading Act.

Authorized capital

At the Annual Meeting of April 29, 2004, shareholders au-
thorized the Board of Executive Directors, with the ap-
proval of the Supervisory Board, to increase subscribed
capital by issuing new shares in an amount of up to
€500.0 million against cash or contribution in kind through
May 1, 2009. The Board of Executive Directors is empow-
ered to decide on the exclusion of shareholders’ sub-
scription rights for these new shares.

Capital reserves

Million € 2006
As of January 1 2,996.0
Reclassification of retained earnings corresponding to

the nominal amount of shares cancelled during 2005 35.8
As of December 31 3,031.8
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17. RETAINED EARNINGS AND PROFIT RETAINED

Million € 2006
Other retained earnings

As of January 1 4,597.4
Share repurchase 936.6
Transfer from net income -
As of December 31 3,660.8
Profit retained

Profit carried forward 273.8
Net income 1,951.3
Transfer to other retained earnings -
As of December 31 22231,

18. PROVISIONS FOR PENSIONS AND
SIMILAR OBLIGATIONS

BASF AG employees are granted basic benefits by BASF
Pensionskasse VVaG, a legally independent BASF pen-

19. OTHER PROVISIONS

sion fund that is financed from the return on its financial
assets, from members’ contributions and by the
company.

Additional company pension commitments are fi-
nanced by pension provisions.

2006 2005

Million € Thereof current Thereof current
Environmental protection and remediation costs 163.3 20.2 146.2 20.5
Personnel costs 1,191.8 628.6 1,101.6 614.3
Sales risks 132.5 109.2 81.9 81.9
Integration, shutdown and restructuring costs 40.1 38.8 145.3 141.5
Legal, damage claims, guarantees and
related commitments 187.7 121.0 281.1 84.8
Maintenance and repair costs 28.1 22.8 48.5 39.0
Other 269.3 227.9 310.6 247.9
2,012.8 1,168.5 2,115.2 1,229.9

In 2006, provisions in the amount of €227.5 million
were reversed in income (2005: € 65.5 million).
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20. LIABILITIES

Financial indebtedness

Million € 2006 2005
3.5% Euro Bond 2003/2010 of BASF Aktiengesellschaft 1,000.0 1,000.0
3.375% Euro Bond 2005/2012 of BASF Aktiengesellschaft 1,400.0 1,400.0
4% Euro Bond 2006/2011 of BASF Aktiengesellschaft 1,000.0 -
4.5% Euro Bond 2006/2016 of BASF Aktiengesellschaft 500.0 -
3-Month EURIBOR Bond 2006/2009 of BASF Aktiengesellschaft 500.0 -
Commercial paper 3,219.3 -
Bonds and other liabilities to the capital markets 7,619.3 2,400.0
Liabilities to credit institutions 0.4 -
7,619.7 2,400.0
Liabilities to affiliated companies
Million € 2006 2005
Accounts payable, trade 1,130.0 872.9
Advances received on account of orders - 2.7
Other liabilities 10,940.9 10,540.0
12,070.9 11,415.6
Miscellaneous liabilities
Million € 2006 2005
Advances received on account of orders 7.3 21.5
Liabilities to companies in which participations are held 81.0 101.4
Other miscellaneous liabilities 238.3 196.9
Thereof taxes 56.0 33.0
Thereof liabilities relating to social security 17.5 47.3
Miscellaneous liabilities 326.6 319.8
Maturities of liabilities
2006 2005
Less than More than Less than More than
Million € 1 year 5 years 1 year 5 years
Financial indebtedness 3,219.7 1,900.0 - 1,400.0
Accounts payable, trade 561.0 - 449.5 -
Liabilities to affiliated companies 10,460.9 - 10,935.6 480.0
Advances received on account of orders 7.3 = 215 -
Liabilities to companies in which participations are held 81.0 - 101.4 -
Other liabilities 218.1 18.3 193.6 1.0
14,548.0 1,918.3 11,701.6 1,881.0
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Secured liabilities

Million €

2006 2005

Other liabilities

37.7 15.5

The above liabilities are collateralized by securities. In ad-
dition, BASF AG has given covenants in favor of BASF
Pensionskasse VVaG with regard to adhering to certain

balance sheet ratios and to forgo encumbering property
as security for creditors.

21. CONTIGENT LIABILITIES AND OTHER FINANCIAL COMMITMENTS

The contingent liabilities and other financial commitments listed below are stated at nominal value.

Contigent liabilities

Million € 2006 2005
Bills of exchange 5.2 5.3
Thereof to affiliated companies - 0.3
Guarantees 715.0 966.4
Thereof to affiliated companies 293.2 388.1
Warranties 473.2 961.3
Thereof to affiliated companies 471.7 867.6
1,193.4 1,933.0

Other financial obligations
Million € 2006 2005
366.8 484.8
Thereof to affiliated companies 711 131.9

Long-term contracts for purchase commitments
BASF AG purchases raw materials globally, both on the
basis of long-term contracts and in spot markets. In this
connection, concluded commodity swap contracts are

netted with the respective transactions. The fixed and de-
terminable portions of long-term purchase contracts with
a remaining term of more than one year are as follows:

Million € 2006 2005
6,241.2 6,346.9
Thereof to affiliated companies 1,820.3 1,753.2

22. DERIVATIVES AND OTHER FINANCIAL
INSTRUMENTS

Derivative instruments

BASF AG is exposed to foreign currency, interest rate
and price risks during the normal course of business.

40

To provide security for those risks derivative instruments
are used on a centrally determined strategy. In addition,
derivative instruments are used to replace transactions

in original financial instruments, such as shares or fixed-
interest securities. Derivative instruments are only used if
they have a corresponding underlying position or planned



transaction arising from the operating business, cash in-
vestments and financing. The leverage effect that can

be achieved with derivatives is deliberately not used. The
derivative instruments held by BASF AG are not held for
the purpose of trading.

Where derivatives have a positive market value, BASF
AG is exposed to credit risks in the event of non-perfor-
mance of their counterparts. The credit risk is minimized
by exclusively trading contracts within determined limits
and with creditworthy banks and partners.

To ensure efficient risk management, market risks are
centralized at BASF AG, except when certain subsidiaries
have been authorized to close derivative contracts under
the principles mentioned above. BASF AG has developed
and implemented internal guidelines based on the princi-
ples of separation of functions for completion and execu-
tion of derivative instruments.

The risks arising from changes in exchange rates, in-
terest rates and prices as a result of the underlying trans-
actions and the derivative transactions concluded
to secure them are monitored continually. The same is
true of the derivative instruments, which are used to re-
place transactions in original financial instruments. For
this purpose, market quotations or computer or mathe-
matical models are used to determine the current market
values not only of the underlying transactions but also of
the derivative transactions, and these are compared with
each other.

Foreign exchange and interest rate risk management
Foreign currency derivatives are primarily aimed at hedg-
ing the exchange rate risk against the U.S. dollar, the Brit-
ish pound and the Japanese yen. Foreign exchange con-
tracts, or combined interest/currency derivatives were
concluded to hedge loans granted to Group companies.

Fair value of financial instruments

Million € 2006 2005

Forward exchange contracts 54.4 45.1

Currency options 38.1 (29.6)

Combined interest rate and currency

swaps 34.6 151.8

Commodity derivatives (8.6) 3.7)
118.5 163.6

The fair market values correspond to the difference be-
tween the cost and resale value, which is determined
from market quotations or by the use of option pricing
models or, in the case of unlisted contracts, the termina-
tion amount in the event of premature cancellation. Off-
setting changes in the valuation of the underlying trans-

actions are not taken into account. Of the total nominal
value of €25.2 billion, forward exchange contracts ac-
count for €23.7 billion, currency options account for €1.2
billion and interest rate swaps/currency swaps account
for €0.1 billion. The nominal values are the totals of the
purchases and sales of the particular derivatives on a
gross basis.

Commodity derivatives are used to hedge raw mate-
rial prices, e.g., for naphtha. Provisions for probable loss-
es from fluctuations of foreign exchange rates, interest
rates or prices amounted to €67.2 million. Costs for pur-
chase of derivatives amounting to were capitalized as
miscellaneous assets €59.1 million or carried as liabilities
under miscellaneous liabilities €6.7 million.

23. SERVICES PROVIDED BY THE EXTERNAL
AUDITOR

BASF AG used the following services of KPMG
(2005: Deloitte):

Million € 2006 2005
Annual audit 4.3 2.3
Audit-related services 0.1 1.8
Tax consultation services - 0.2
Other services 0.8 -
Total 5.2 4.3

The annual audit involved expenses for the auditing of the
financial statements of BASF Aktiengesellschaft as well
as the Consolidatied Financial Statements of the BASF
Group. The increase in auditing expenses in 2006 resulted
from BASF AG’s assumption of the expenses related to
the auditing of the opening balance sheets of the newly
acquired companies. Other services concerned due dilli-
gence contracts as well as confirmations of the confor-
mance with certain legal requirements.

Ludwigshafen, February 20, 2007

The Board of Executive Directors
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