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n last year's Annual Report, our Letter included
this siatement: “As this Report goes fo press, clear
signs of weakness in demand have emerged.”
Unfortunately, our concern was more than
justified by the market conditions that ensued in

2001. The inventory build up of semiconductor
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devices and end-market products in 2000 for
growth anticipated in 2001, coupled with
overall reduced demand, created the worst
yearoveryear revenue decline on record for
the semiconductor indusiry.

As a result, the positive frends we reported in
2000 for production volume, sales and profitability

all turned negative in 2001,

Put simply, 2001 market conditions in the
semiconductor indusiry marked an historic low.
As the accompanying chart shows, semiconduc-
tor sales fell more than 30 percent or almost
twice as much as the previous low in 1985,
when sales dropped 17 percent, according fo
Dataguest estimates.

Obviously, this sales decline for our customer
base reverberated throughout the silicon wafer
industry — and MEMC.
® Decreased demand reduced our sales

29 percent.
® Decreased demand reduced our capacity

utilization, which led to reduced gross margin.

As a result of this sales decline, the positive
net income we realized in the fourth quarter of
2000 quickly drained away, and MEMC
registered negative earnings for 2001,

Even with last year's negative result, we
have cautious optimism for 2002. Here are
the reasons for our optimism.

In recent years, MEMC Annual Reports have
focused on how we have worked to reduce
fixed costs. That effort continued and accelerated
in 2001. We fook bold steps that included

closing a small diameter wafer line, temporary




shutdowns and substantial reductions in our
employee workforce. Also, we continued to
realize improvements in production yields. In
recent years, MEMC's people have pushed yields
beyond what we once considered practical limits.
We extended that remarkable record lost year.

Importantly, most of these cost saving actions
occurred in the second half of 2007, Plus, some
of these actions entailed significant onetime
costs. As a result, we believe most of the payoffs
will become evident in 2002 results, not 2001.
Also, when market volumes stabilize and grow,
we believe the positive effects of reducing fixed
costs will become increasingly visible in our
bottom line results.

Even with 2001’s market weakness, we
realized two important objectives of our finan-
cial strategy— debt reduction and increased
|iquidity.jAs we said in the 1999 Annual Report,
E.ON AG, our maijority stockholder, planned to
divest its MEMC holdings, along with its holdings
in other non-core businesses, to focus on E.ON's

core energy business. In November of 2001,

that divestiture occurred with an investor group
led by Texas Pacitic Group (TPG) purchasing
E.ON’s interest in MEMC.

In simplest terms, with Texas Pacific Group as
our new financial pariner, MEMC's debt has
been reduced from $1.1 billion at September 30,
2001 1o a book value of $221 million of
December 31, 2001. We also have cash of
$107 million and access to a fiveyear $150
million revolving line of credit guaranteed by TPG.

In addition to new financial strengths, we are
encouraged by signs of market stabilization
and recovery. Since a low point in demand
in the third quarter of 2001, we have seen a
modest recovery in worldwide shipments of
silicon wafers. In short, we believe the market
could be stabilizing. Market stability does not
mean new growth. Stability is important, however,
because it is @ necessary precursor fo growth,
and we believe recent market activity justifies

guarded optimism.




\/\/ith our new internal strengths, and
buoyed by recent signs of stability from

the market, we are taking @ fourpronged
approach to improve our performance:

Build the right products. We have @ more
focused product portfolio of high-performance
wafers than ever before. We also possess @
broader intellectual property base than ever
before, reflected in more than 100 patents
earned worldwide in 2001. We believe our
new products have the potential to create value
for our customers in the semiconductor industry
and, therefore, create new sales for MEMC.

Develop a diversified customer base. As we
have rightsized our business, we continue to
maintain a broadly diversified customer base,
covering all significant applications, world areas
and products.

Optimize existing capacity and resources.
Future growth of the silicon wafer industry will be
concenfrated in 200 and 300 millimeter wafer
diameters. Our currently installed 200 millimeter
equipment base and infrastructure give us strong
positioning to foke advantage of this growth

while maintaining our ability to serve the market

for smallerdiameter wafers. In addition, our

dedicated 300 millimeter facility has the

infrastructure to expand as the market and
economics warrant.

Create global cost leadership. VWe have
oroven our chility fo continue to take costs out of
our processes, year after year. We have no
infention of relaxing this focus, even when the
market furns.

In summary:

* We have a much stronger balance sheet—
dramatically lower debt, cash of $107 million
and a $150 million credit line.

e Qur new financial partner has controlling
positions and relationships with many semicon-
ductor related companies, giving MEMC
critical insights info technology and other
customer issues.

* Our cosf position in manufacturing confinues
to strengthen—and we will continue to reduce
fixed costs in 2002.

* The market shows signs of stabilizing, evidenced
by increased worldwide shipments of wafers

since the third quarter of 2001.




Changes in our Board of Directors. Our Board
of Directors has changed substantially in the last
year, due primarily to the change in ownership
of MEMC. Our new Board includes individuals
with extensive semiconductor industry experience,
and we look forward to benefiting from their
experience and insights.

We thank our departing Board members for their
years of dedication and contribution to MEMC.

At the end of the day, MEMC's strength lies
in what we do — we make silicon wafers of
the highest quality that are the foundation of
technology. The following section of this report
discusses MEMC's new producrs, products which
we believe will set new standards for our semi-

conductor customers—and position our company

for success in years to come.

s

Klaus von Horde

President and Chief Executive Officer

Yoo Mhy

James M. Stolze

Executive Vice President and

Chief Financial Officer

James M. Stolze,

Klaus von Hérde,

President and Executive Vice President

Chief Executive Officer

and Chief Financial Officer

Klaus von Hérde retired from MEMC in April 2002.
As President and CEQ, Klaus guided MEMC through
a difficult market environment and was a key figure in
achieving the Company's operational restructuring.
We want to thank Klaus for his years of dedication
and confribution to MEMC.

Nabeel Careeb has been named MEMC's new
Chief Executive Officer. Nabeel comes from
lntémaﬁono| Rectifier, an El Segundobased leading
supplier of power semiconductors and system solutions,
where he served as Chief Operating Officer.
Nabee! brings outstanding semiconductor industry
experience to MEMC and will play an important
leadership role in shaping and executing our longterm

business strategy.
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THE SCIENCE OF SIHCON WAFERS

As the world's first marketermanufaciurer of
silicon wafers, MEMC produced wafers as early as
1959. Chips then were the size of a dime, and one
chip equaled one on-off switch. So, it took a great
many dime-size silicon chips to make what then was
a stateofthe-ort elecronic device.

Only 10 years later, the science of chip-making
had advanced so dramatically that a dime-size area
of silicon held almost 10,000 transistors. By 1983,
the density had mushroomed to several hundred
thousand. And by the mid-1990s, millions of transistors
resided on a silicon chip.

Today, circuitry on silicon can be shrunk to 0.13
microns—1/800th the width of a human hair—
and the fastest chips operate at more than two billion
caleulations per second.

The only way technology could have accelerated
at this rate—while also becoming exponentially less
expensive —is that the materials science of silicon
wafers had o advance extremely rapidly.

The result is that scientists at MEMC today make
crystal structures so exquisitely precise and pure that
defects are measured in parts per billion—a unit of
measurement that itself overwhelms the imagination.

The fact is, no other material in the world possesses
the perfectly organized structure of silicon. All other
materials have dislocations or tiny vacancies here and
there in their molecular make-up. Not silicon wafers.

Ten years ago, the characteristics of a silicon
wafer were measured in terms of microns. Today,
they are measured in nanometers (one size greater
than an atom), a measure one thousand fimes more
precise than just 10 years ago.

This level of precision means, for example, that the
flatness of today's silicon wafers has virtually no
variation. If a wafer were the size of a football field,
its surface flatness would not vary one millimeter from
one end to the other. Similarly, today’s advanced

/\ MEMC offers a broad

Optia™
product portfolio of high-
performance wafers L Regis™ /
covering a wide range :
of customer needs. \ Epitaxial /
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Advanta™ MDZ®

Slow cool MDZ®

CRYSTAL PERFECTION
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GETTERING

wafers are made with a level of purity that permits
the equivalent of less than one drop of foreign matter
in an Olympic-sized swimming pool.

This unigue level of perfection is the reason silicon
wafers are so essential to makers of increasingly
sophisticated electronic devices. In a short pericd
relafive to other great changes in human history,
advances in silicon wafers have helped transform
our lives and have redefined what is possible and
afferdable.

We are proud of the important role MEMC silicon
wafers have played. We believe new MEMC
products will set performance standards that will
lead to more important advancements—and new

MEMC opportunities.




OCI NG PERFORMANCE STANDARDS
FOR FUTURE TECHNOLOGIES-TODAY

The MDZ® wafer feature is MEMC's
patented product enhancement that

. MAGIC DENUDED ZONE
5 mEmC

can be added to any polished or
epitaxial wafer to provide uniform control of oxygen
and exiremely reliable internal gettering in a wafer.
Gettering is o method of drawing impurities away
from the surface of the wafer where they can degrade
semiconductor performance.

We believe no other wafer feature offers the
advantages of the MDZ enhancement.

Benefits:

® The MDZ feature reduces customers’ costs by
allowing them to eliminate cosfly thermal processing
steps in their chip fabrication processes.

¢ The MDZ feature can increase customers’ chip yields
through reliable and uniform control of oxygen in
the silicon wafer.

¢ MDZ processing eliminates variability in a silicon
wafer due to crystal growth characteristics, allow-
ing customers to simplify their fabrication processes.

o Magnified, edge-on
. view of wafer with
AN MDZ feature:

N Wafer's near-surface
\ region is optimized for
‘ device fabrication

/ Harmful metals are

/ captured by oxygen
/' clusters deep below the
surfaces of the wafer

_ The OPTIA™™ watfer is a
completely defectfree silicon

ptia

related defects on the surface and throughout the

wafer, confaining no crystal-

depth of the wafer. This is a significant advantage
that can allow semiconductor manufocturers to realize
higher device production vields. As more and more
fransistors are packed into an integrated circuit,
OPTIA wafers will become increasingly important to
semiconductor manufacturers.

We believe the OPTIA wafer is the most
technically advanced polished wafer in -~
the market today.

Benefits: \
o The OPTIA wafer contains zero defects ‘\*‘\\

throughout the wafer and has the proven T~
enhancement of the MDZ feature.

e The OPTIA wafer is ideal for advanced polished
wafer applications, such as DRAM and flash
memory devices.

e The OPTIA wafer can increase integrated circuit
manufacturers’ vields, as well as allow them to
reduce costly steps in their fabrication processes.

e Because of its lack of variability, the OPTIA wafer
is perfect for optimizing customers” manufacturing
processes.

‘ Defect free crysk e
«Weﬂﬁéﬁr
MDZ feature keeps
harmful metals and

oxygen clusters deep
below the surfaces

of the wafer

/

/




d:lsl/: " The AEGIS™ wafer is an in the overall chip fabrication process and fo

cdvanced epitaxial water achieve reliable gettering.
that is designed as a droprin replacement for many * The AEGIS wafer Is currently available in both
polished waters, annealed wafers and other epitaxial 200 millimeter and 300 millimeter diameters,
wafers. The AEGIS wafer also incorporates the offering advantages for both today and tomorrow.

robust and reliable MDZ feature for added benefits

to chip makers. o
The AEGIS water offers the advantages

of mature epitaxial technology with the

proven reliability of the MDZ feature. /

. ,‘ = . Defect free
Benefits: R -\ epitaxial layer
! . . . 4 ____________________________
* The AECIS wafer’s thin epitaxial layer \ Crimized Iuyer:‘?/
eliminates harmful defects on the surface .. device fabricgtich
of the wafer, thereby allowing chip manufacturers T~ e —

- . T - MDZ feature keeps
fo increase yields and improve process reliability. harmul mefals and
oxygen clusters deep

below the surfaces
of the wafer

* The builtin MDZ feature allows customers to
reduce cycle times by eliminating costfly steps

The ADVANTA™ for customers as compared to other polished
P P
dva nta wafer is an advanced watfer products.

polished wafer with e All of the advantages of the MDZ feature are
higher performance characteristics than standard available in the ADVANTA wafer

polished wafers.

The ADVANTA wafer is designed for applica-
tions that demand better performance than

standard polished wafers but do not
require the capabilities of more

4 .......................................................
specialized products such as the Any crystal defects
\ are confined in the
OPTIA wafer. " center of the wafer
e ) ~ n e e ' A
Benefits: \\\\ Defect-free ¢ ffﬂ/
e Reduced defects in the ADVANTA wafer lead T surrounds the core

to higher vields and reliability compared to R T
standard polished products. ]
® The ADVANTA wafer provides a dis-

tinct costof-ownership advantage




300/\/\ Although the current

diameter is 200 millimeter, larger diameter wafers

industry standard wafer

can deliver cost efficiencies to many semiconductor
manufacturers. Our dedicated 300 millimeter facility
has the infrastructure to expand as the market and
economics warrant. As the maker of one of the
industry’s first 300 millimeter wafers in 1991, MEMC
offers customers great depth of experience in 300
millimeter crystal growing and wafer manufacturing,
including our AEGIS wafer, with the same
high quality as our other products.

300 millimeter wafers give

.

.

semiconductor manufacturers 2.25
times greater surface area than 200
millimeter wafers, resulting in lower
device cosfs.

N
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300mm A As the chart above demon-

strates, while 300 millimeter
_____________________________ is expected fo experience
high growth over the next

five years, 200 millimeter

wafers will remain the
industry standard for the
foreseeable future, accord-

A

ing to Dataquest estimates.

nsulator

) Silicon-on-insulator is quickly becoming

Silicon-on-
(S

performance and low-power Complementary Metal
Oxide Semiconducior [CMOS) devices. Through our
sales alliance with a leader in SO, Ibis Technology
Corporation, MEMC offers a substanticl SOI product
portfolio. We will continue to build on this

the technology of choice for high-

relationship through a recent joint technology /’/
agreement with Ibis.

MEMC is committed to SOI
technology through our partnership
with Ibis, as well as our own SOI
patent estate.

Benefits:

e SOl wafers allow customers to build chips that use
20-30% less power, ideal for such applications as
digital cameras and notebook computers.

e SOl wafers allow cusfomers to design and build
chips that process information 25% faster than
chips made using conventional silicon wafers.

Silicon layer for
device fabrication

Oxygen insulation
prevents pQWEvadFUi”
- in¥6 substrate

Silicon substrate

e
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MEMC

TECHNOLOGY IS BUILT ON US

MEMC ELECTRONIC MATERIALS, INC.
501 Pearl Drive (City of O’Fallon)
St. Peters, Missouri 63376

NOTICE OF
ANNUAL MEETING OF SHAREHOLDERS

TO BE HELD JULY 25, 2002

MEMC Electronic Materials, Inc. will hold its 2002 Annual Shareholders’ Meeting at 345 California
Street, Suite 3300, San Francisco, California 94104, on Thursday, July 25, 2002 at 8:00 a.m., [ocal time, for
the following purposes: ‘

1. To elect directors; ‘
2. To consider and act upon a proposal to approve MEMC's 2001 Equity Incentive Plan; and

3. To transact such other business as may properly come before the meeting and all adjournments
thereof.

The Board of Directors has fixed June 6, 2002 as the record date for the determination of the
shareholders entitled to notice of, and to vote at, the annual meeting and all adjournments thereof. A list of
shareholders entitled to vote at the annual meeting will be available for examination by any shareholder at our
executive offices not less than ten days prior to the annual meeting and at the meeting.

Sincerely,

DAVID L. FLEISHER
Secretary

June 21, 2002

Whether or not you plan to attend the meeting, so that your shares will be represented, please complete
the enclosed proxy card, and sign, date and return it in the enclosed envelope, which does not require postage
if mailed in the United States. You may withdraw your proxy at any time before it is voted.
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_ PROXY STATEMENT — VOTING PROCEDURES
YOUR VOTE IS VERY IMPORTANT

MEMC is soliciting proxies to be used at our 2002 Annual Shareholders’ Meeting. This proxy statement
and the proxy card will be mailed to shareholders beginning June 21, 2002.

Who Can Vote

Record holders of MEMC common stock on June 6, 2002 may vote at the annual meeting. On June 6,
2002, there were 70,523,452 shares of common stock outstanding. The shares of common stock held in our
treasury will not be voted. Each share of common stock is entitled to one vote on each matter submitted to a
vote at the annual meeting.

How You Can Vote
* By Proxy — Simply mark your proxy card, date and sign it, and return it in the envelope provided.

» In Person — You can come to the annual meeting and cast your vote there. If your shares are held in
the name of your broker, bank or other nominee and you wish to vote at the annual meeting, you must
obtain a legal proxy or power of attorney from the nominee and present it at the meeting to establish
your right to vote the shares. '

How You May Revoke or Change Your Vote

If you give a proxy, you may revoke it at any time before your shares are voted. You may revoke your
proxy in one of three ways:

« Send in another proxy with a later date;

« Notify our Corporate Secfctary in writing before the annual meeting that you have revoked your proxy;
or

« Vote in person at the annual meeting.

Special Voting Rules for Participants in MEMC Retirement Savings Plan

The MEMC Stock Fund holds MEMC common stock as an investment alternative for participants in the
MEMC Retirement Savings Plan. Plan participants may direct the plan’s trustee how to vote the shares held
by the plan, but only if the participant signs and returns a voting direction card. If cards representing shares
held in the plan are not returned, the trustee will vote those shares in the same proportion as the shares for
which signed cards are returned by other participants.

Quorum

A majority of the outstanding shares entitled to vote at the annual meeting represented in person or by
proxy will constitute a quorum. Abstentions and broker non-votes are counted as present for establishing a
quorum. A broker non-vote occurs when a broker returns a proxy card but does not vote on one or more
matters because the broker does not have authority to do so. Shares represented by proxies that are marked
“withhold” with respect to the election of one or more directors will be counted as present in determining
whether there is a quorum.

Vote Required

If a quorum is present at our annual meeting, the following vote is required for approval of each matter to
be voted on:




Election of Directors : A plurality of the shares entitled to vote and present in person or by
proxy at the meeting must be voted “FOR” each nominee. “Plural-
ity” means that the nominees who receive the largest number of
votes cast are elected as directors up to the maximum number of
directors to be elected at the annual meeting. Consequently, any
shares represented by proxies that are marked “withhold” will have
no impact on the election of directors.

Approval of 2001 Equity : A majority of the shares entitled to vote and present in person or by

Incentive Plan proxy at the meeting must be voted “FOR” this matter. Shares
represented by proxies that are marked “abstain” with respect to
this matter will be treated as shares present and entitled to vote.
This will have the same effect as a vote against such matter. If a
broker indicates on the proxy that it lacks discretionary authority as
to certain shares to vote on this matter, the shares will not be
considered as present and entitled to vote with respect to this
matter.

Costs of Solicitation

We will pay for preparing, printing and mailing this proxy statement. Proxies may be solicited personally
or by telephone by our regular employees without additional compensation. We will reimburse banks, brokers
and other custodians, nominees and fiduciaries for their costs of sending the proxy materials to our beneficial
owners.

Selection of Auditors

We have appointed KPMG LLP as our independent accountant for the current year ending Decem-
ber 31, 2002. KPMG LLP was our independent accountant for the year ended December 31, 2001. A
representative of KPMG LLP will be present at the 2002 Annual Shareholders’ Meeting, will have an
opportunity to make a statement, if desired, and will be available to respond to appropriate questions.

ITEM NO. 1 — ELECTION OF DIRECTORS

The Board of Directors consists of ten members organized into three classes, with each director elected to
serve for a three-year term. There are three directors in Class I (term expiring in 2002), three directors in
Class Il (term expiring in 2003) and four directors in Class III (term expiring in 2004).

Three directors will be elected at our 2002 annual meeting to serve for a three-year term expiring at our
annual meeting in the year 2005. The Compensation and Nominating Committee has nominated Rich-
ard Boyce, John Danhakl and Nabeel Gareeb for election as Class I (term expiring in 2005) directors at this
meeting. Each nominee is currently serving as a director having been appointed by the Board to fill vacancies
on the Board. Each nominee has consented to serve for a new term. Each nominee clected as a director will
continue in office until his successor has been elected and qualified. If any nominee is unable to serve as a
director at the time of the annual meeting, the persons named on the enclosed proxy card may vote for any
alternative designated by the present Board.

You may not vote for more than three nominees. The persons named on the enclosed proxy card intend to
vote the proxy representing your shares for the election of the three nominees named above, uniess you
indicate on the proxy card that the vote should be withheld or you indicate contrary directions. If you sign and
return the proxy card without giving any direction, the persons named on the enclosed proxy card will vote the
proxy representing your shares FOR the election of the three nominees named on the proxy card.

The Board of Directors recommends a vote “FOR”
the election of these nominees as directors.

2




INFORMATION ABOUT NOMINEES AND CONTINUING DIRECTORS

Please review the following information about the nominees and other directors continuing in office.

Nominees for Election in 2002
Richard W. Boyce, Director since 2002, Age 48

Mr. Boyce is a Partner of Texas Pacific Group, a privately held investment firm and an affiliate of MEMC.
From 1997 through 1999, Mr. Boyce was President of CAF, Inc., a consulting firm that provided operating
support and oversight to various companies controlled by Texas Pacific Group. Mr. Boyce periodically served
between 1997 and 1999 as CEO of J. Crew Group, Inc. He served as interim CEO, from June to October
1998, and as Chairman, from October 1998 to March 1999, of Favorite Brands International Holding Corp.,
which filed for protection under Chapter 11 of the Bankruptcy Code on March 30, 1999. He was a director of
that corporation from 1996 to 1999. Mr. Boyce currently serves on the board of directors of J. Crew Group,
Inc., Del Monte Foods Corporation, ON Semiconductor Corporation and Punch Group, Ltd.

John G. Danhakl, Director since 2001, Age 46

Mr. Danhakl has served as a partner at Leonard Green & Partners, a privately held investment firm and an
affiliate of MEMC, since 1995. Mr. Danhakl presently serves on the board of directors of The Arden Group,
Inc., Big 5 Sporting Goods, Inc., Communications & Power Industries, Inc., Twin Laboratories, Inc.,
Diamond Triumph Auto Glass, Inc., Liberty Group Publishing, Leslie’s Poolmart, Inc.,, VCA Antech, Inc.
and Petco Animal Supplies, Inc., and on the board of managers of AsianMedia Group LLC.

Nabeel Gareeb, Director since 2002, Age 37

Mr. Gareeb joined MEMC as President and Chief Executive Officer in April 2002. Prior to joining MEMC,
Mr. Gareeb was the Chief Operating Officer of International Rectifier Corporation, a leading supplier of
power semiconductors, where he was responsible for worldwide operations, research and development and
marketing of the core products of the company. He joined International Rectifier in 1992 as Vice President of
Manufacturing and subsequently held other senior management positions.

Continuing Directors

Robert J. Boehlke, Director since 2001, Age 61
(Term expiring 2003)

Mr. Boehlke was most recently Executive Vice President and Chief Financial Officer of KLA-Tericor, a
position he held from 1990 until his retirement in June 2000. KLA-Tencor is a supplier of process contro! and
yield management solutions for the semiconductor manufacturing industry. Mr. Boehlke is a member of the
board of directors of DuPont Photomasks, Inc., Entegris, Inc., LTX Corporation and Quicklogic Corporation.

Jean-Marc Chapus, Director since 2001, Age 43
(Term expiring 2003)

Mr. Chapus has served as Group Managing Director and Portfolio Manager of Trust Company of the West, an
investment management firm, and President of TCW/Crescent Mezzanine L.L.C., a private investment fund
and an affiliate of MEMC, since March 1995. Mr. Chapus is a member of the board of directors of Starwood
Hotels and Resorts Worldwide, Inc. and several private companies, including Magnequench International,
Inc. and TCW Asset Management Company.

James G. Coulter, Director since 2001, Age 42

(Term expiring 2004) '

Mr. Coulter is a founding partner of Texas Pacific Group, a privately held investment firm and an affiliate of
MEMC, and has been Managing General Partner of Texas Pacific Group since 1992. Mr. Coulter serves on
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the board of directors of GlobeSpanVirata and several private companies including J. Crew Group, Inc.,
Seagate Technology, Inc., Zhone Technologies and Evolution Global Partners.

John Marren, Director since 2001, Age 39
(Term expiring 2004)

Mr. Marren has been Chairman of the Board of MEMC since November 2001. Mr. Marren is a Partner
of Texas Pacific Group, a privately held investment firm and an affiliate of MEMC. From 1997 through April
2000, Mr. Marren was Managing Director and Co-Head of Technology Investment Banking at Morgan
Stanley. Mr. Marren serves on the board of directors of GlobeSpanVirata, ON Semiconductor Corporation,
Zilog, Inc., and Zhone Technologies Inc.

C. Douglas Marsh, Director since 2001, Age 57
(Term expiring 2003)

Mr. Marsh has been employed with ASM Lithography, Inc., a supplier of photolithography equipment to
the semiconductor industry, since 1988 and currently holds the position of Vice President Business Integration
& U.S. Institutional Investor Relations. Mr. Marsh serves on the board of directors of ATMI, Inc.

William E. Stevens, Director since 2001, Age 59
{Term expiring 2004)

Mr. Stevens currently serves as Chairman of BBI Group, Inc., a private equity investment firm.
Mr. Stevens served as Chairman and Chief Executive Officer of the Wesmark Group from 1999 to 2001.
From 1996 to 1999, Mr. Stevens was an Executive Vice President with Mills & Partners, a private equity and
leveraged investment firm. Mr. Stevens serves on the board of directors of McCormick & Company,
Incorporated.

William D. Watkins, Director since 2002, Age 49
(Term expiring 2004)

Mr. Watkins has served as President and Chief Operating Officer of Seagate Technology, a manufacturer
of disc drives and disc drive components, since May 2000. Mr. Watkins joined Seagate Technology as
Executive Vice President, Recording Media Group in February 1996 in connection with Seagate’s merger
with Conner Peripherals. In October 1997, Mr. Watkins took on additional responsibility as Executive Vice
President of the Disc Drive Operations, and in August 1998 was appointed to the position of Chief Operating
Officer, with responsibility for the Seagate’s disc drive manufacturing, recording media, and recording head
operations. Mr. Watkins was promoted to President of Seagate in May 2000 with additional responsibility of
product research and development.




CERTAIN BENEFICIAL OWNERSHIP BY
DIRECTORS AND EXECUTIVE OFFICERS

The following table lists the beneficial ownership of MEMC common stock, our Series A Cumulative
Convertible Preferred Stock and the membership interest in TPG Wafer Holdings LLC, MEMC'’s parent
company, as of May 31, 2002 by each of our directors, nominees, certain executive officers and all directors
and executive officers as a group. Except as indicated below, each person has the sole power to vote and
transfer his or her shares or interests. -

Number of Shares Percentage of Number of Percenfage Interest
of MEMC MEMC Shares of Percentage of In TPG Wafer
Common Stock QOutstanding Preferred Stock Outstanding Holdings
Name Beneficially Owned Common Stock Beneficially Owned Preferred Stock Beneficially Owned
Robert J. Boehlke ...... — — — — —
Richard W. Boyce ... ... — — — - —
Jean-Marc Chapus ... .. 182,182,192(1)(2) 89.9%(1)(2) 260,000(1)(2) 100%(1)(2) 19.7%(2)
James G. Coulter....... 182,182,192(1)(3) 89.9%(1)(3) 260,000(1)(3) 100%(1)(3) 60.6%(3)
John G. Danhakl .. ..... 182,182,192(1)(4) 89.9%(1)(4) 260,000(1)(4) 100%(1)(4) 19.7%(4)
C. Douglas Marsh . ..... — — — - —
John Marren........... — — — — —
William E. Stevens .. ... 300(5) * — — —
William D. Watkins .... — — — — —
Klaus R. von Horde .. .. 531,744(6) * — — —
Nabeel Gareeb......... — — — — —
James M. Stolze ....... 171,208(7) * : — — —
John P. DeLuca........ 163,208(8) * — — —
Julius R. Glaser........ "~ 65,300(9) * — — —
Jonathan P. Jansky ..... 98,000(10) * = — —

All directors and
executive officers as a
group (18 persons) ... 183,263,493(1)-(10) 90.0%(1)-(10) 260,000(1)-(4) 100%(1)-(4) 100%(2)-(4)

*  Represents less than 1% of MEMC’s outstanding common stock as of May 31, 2002.

(1) Assumes the exercise or conversion in full of the warrants to purchase MEMC common stock and the
Series A Cumulative Convertible Preferred Stock. TPG Wafer Holdings LLC (“TPG Wafer Hold-
-ings”} directly holds 49,959,970 shares of MEMC common stock and 260,000 shares of Series A
Cumulative Convertible Preferred Stock, convertible into 115,555,555 shares of MEMC common stock,
excluding accrued but unpaid dividends that may be convertible into shares of MEMC common stock
and assuming shareholder approval of the Series A Cumulative Convertible Preferred Stock. See
“CERTAIN TRANSACTIONS — Restructuring Agreement — Shareholder Approval.” TPG Wafer
Partners LLC (“TPG Wafer Partners”), TPG Wafer Management LLC (“TPG Wafer Manage-
ment”), Green Equity Investors III, L.P. {(“GEI”), Green Equity Investors Side III, L.P. (“GEI
Side”), TCW/Crescent Mezzanine Partners III, L.P. (“TCW Partners”), TCW/Crescent Mezzanine
Trust IIT (“TCW Trust”) and TCW/Crescent Mezzanine Partners III Netherlands, L.P. (“TCW
Netherlands™) collectively hold 16,666,667 warrants which will be exercisable assuming shareholder
approval of the warrants. See “CERTAIN TRANSACTIONS — Restructuring Agreement — Share-
holder Approval.”

(2) TCW Partners, TCW Trust and TCW Netherlands, collectively hold a 19.7% membership interest in
TPG Wafer Holdings. Jean-Marc Chapus is an officer and director of TCW Asset Management
Company and is affiliated with other TCW entities. Mr. Chapus is also a limited partner of TCW
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(3)

(4)

(5)
(6)

(7)

(8)

)

(10)

Partners. Mr. Chapus may be deemed to have investment powers and beneficial ownership with respect
to the equity securities held by TCW Partners, TCW Trust and TCW Netherlands.

TPG Wafer Partners and TPG Wafer Management collectively hold a 60.6% membership interest in
TPG Wafer Holdings. James G. Coulter is a director, officer and shareholder of TPG Advisors I, Inc.
(“TPG Advisors I11”"), which is the general partner of TPG GenPar 111, L.P., which in turn is the sole
general partner of each of TPG Partners II, L.P. (“Partners III”"), TPG Parallel III, L.P. (“Parallel
IIT"), TPG Investors 11, L.P. (“Investors 1II”*), FOF Partners I11, L.P. (“FOF”), FOF Partners I11-
B, L.P. (“FOF B”) and the sole member of TPG GenPar Dutch, L.L.C., which is the general partner of
TPG Dutch Parallel 111, C.V. (“Dutch Parallel IIT”’). Mr. Coulter is also a director, officer and
shareholder of T® Advisors, Inc. (“T* Advisors”), which is the general partner of T GenPar, L.P.,
which in turn is the sole general partner of each of T° Partners, L.P. (“T3 Partners”), T° Parallel, L.P.
(“T® Parallel”), T Investors, L.P. (“T° Investors”) and the sole member of TPG GenPar Dutch,
L.L.C., which is the general partner of T° Dutch Parallel C.V. (“T° Dutch”). In addition, Mr. Coulter is
a director, officer and shareholder of T> Advisors 11, Inc., which is the general partner of T’ GenPar 11,
L.P., which in turn is the sole general partner of each of T® Partners 11, L.P. (“T° Partners I’} and T°
Parallel I, L.P. (“T3 Parallel I1”). Partners I11, Parallel 111, Investors 111, FOF, FOF B, Dutch Parallel
111, T? Partners, T° Parallel, T* Investors, T® Dutch, T® Partners 11 and T> Parallel 11 {collectively, the
“TPG Funds”) are members of TPG Wafer Partners, which in turn is a member of TPG Wafer
Holdings, and also the managing member of TPG Wafer Management. TPG Advisors IT1, T* Advisors
and T° Advisors II and the TPG Funds may be deemed, pursuant to Rule 13d-3 under the Securities
Exchange Act of 1934, as amended (the “Exchange Act”), to beneficially own all of the securities held
by TPG Wafer Holdings and TPG Wafer Partners. Mr. Coulter, by virtue of his positions with TPG
Advisors I11, T> Advisors and T Advisors 11, may be deemed to have investment powers and beneficial
ownership with respect to the equity securities held by TPG Wafer Holdings and TPG Wafer Partners.

Green Equity Investors ITI, L.P. (“GEI”) and Green Equity Investors Side 111, L.P. collectively hold a
19.7% membership interest in TPG Wafer Holdings. John G. Danhakl is a member and manager of
GEI Capital III, L.L.C. (“GEI Capital”), which is the general partner of GEl and GEI Side.
Mr. Danhakl is also a Vice President of LGP Management, Inc. (“LGPM?”), the general partner of
Leonard Green & Partners, L.P. (“LGP”), which is an affiliate of GEI Capital and the management
company of GEI and GEI Side. GEI Capital, GPM and LGP may be deemed pursuant to Rule 13d-3
under the Exchange Act, to beneficially own all of the securities held by GEI and GEI Side.
Mr. Danhakl, by virtue of his positions with GEI Capital and LGPM, may be deemed to have
investment powers and beneficial ownership with respect to the equity securities held by GEI and GEI
Side.

All of these shares may be acquired by the holder within 60 days of May 31, 2002.

Includes 333,000 shares that may be acquired within 60 days of May 31, 2002 and 198,744 shares of
unvested restricted stock. Mr. von Horde has the sole power to vote, but no power to transfer, the shares
of unvested restricted stock.

Includes 136,704 shares that may be acquired within 60 days of May 31, 2002 and 8,000 shares as to
which his spouse has shared voting and investment power.

Includes 146,704 shares that may be acquired within 60 days of May 31, 2002 (including shares that
may be acquired pursuant to the exercise of options that vested on January 31, 2002, the effective date of
Dr. DeLuca’s retirement from MEMC).

Includes 65,800 shares that may be acquired within 60 days of May 31, 2002 (including shares that may
be acquired pursuant to the exercise of options that vested on February 28, 2002, the effective date of
Mr. Glaser’s termination of employment from MEMC).

Includes 95,800 shares that may be acquired within 60 days of May 31, 2002 and 2,200 shares as to
which his spouse has shared voting and investment power.
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OWNERSHIP OF MEMC EQUITY SECURITIES
BY CERTAIN BENEFICIAL OWNERS

The following table lists the persons known by us to beneficially own 5% or more of our common stock
and 5% or more of our Series A Cumulative Convertible Preferred Stock, each as of May 31, 2002,

Amount and Nature of Title Percent
Name and Address of Beneficial Owner Beneficial Ownership of Class of Class
TPG Wafer Holdings LLC ..................... 182,182,192(1)(2) Common 89.9%(1)
301 Commerce Street 260,000(1) (2) Preferred 100%
Suite 3300 :
Fort Worth, TX 76102
TPG Wafer Partners LLC ...................... 182,182,192(1)(2)(3) Common 89.9%(1)
301 Commerce Street 260,000(1)(2)(3) Preferred 100%
Suite 3300
Fort Worth, TX 76102
TPG Wafer Management LLC.................. 182,182,192(1) (2)(3) Common 89.9%(1)
301 Commerce Street 260,000(1)(2)(3) Preferred 100%
Suite 3300
Fort Worth, TX 76102
TPG Advisors Il Inc.......................... 182,182,192(1) (4) Common 89.9%(1)
301 Commerce Street 260,000(1) (4) - Preferred 100%
Suite 3300
Fort Worth, TX 76102
T? Advisors, InC. .. ..o 182,182,192(1) (4) Common 89.9%(1)
301 Commerce Street 260,000(1) (4) Preferred 100%
Suite 3300
Fort Worth, TX 76102
T’ Advisors 1L, Inc.. ..., 182,182,192(1) (4) Common 89.9%(1)
301 Commerce Street 260,000(1) (4) Preferred 100%
Suite 3300
Fort Worth, TX 76102
Green Equity Investors III, LP.................. 182,182,192(1) (2) (3) Common 89.9%(1)
11111 Santa Monica Blvd 260,000(1)(2) (3) Preferred 100%
Suite 2000 ‘
Los Angeles, CA 90025
Green Equity Investors Side III, L.P. ............ 182,182,192(1)(2)(3) Common 89.9%(1)
11111 Santa Monica Blvd 260,000(1)(2)(3) Preferred 100%
Suite 2000
Los Angeles, CA 90025
GEI Capital III, LL.C .............. ... ....... 182,182,192(1) Common 89.9%(1)
11111 Santa Monica Blvd 260,000(1) Preferred 100%
Suite 2000
Los Angeles, CA 90025
LGP Management, Inc. ........................ 182,182,192(1)(5) Common 89.9%(1)
11111 Santa Monica Blvd 260,000(1)(5) Preferred 100%
Suite 2000
Los Angeles, CA 90025 »
Leonard Green & Partners, L.P............... ... 182,182,192(1)(5) Common 89.9%(1)
11111 Santa Monica Blvd 260,000(1) (5) Preferred 100%
Suite 2000

Los Angeles, CA 90025




Amount and Nature of Title Percent

Name and Address of Beneficial Owner Beneficial Ownership of Class of Class
TCW/Crescent Mezzanine Partners III, L.P....... 182,182,192(1)(2)(3)(6) Common 89.9%(1)
11100 Santa Monica Blvd 260,000(1)(2)(3)(6) Preferred 100%
Suite 2000
Los Angeles, CA 90025
TCW/Crescent Mezzanine Trust IT1....... ... .. 182,182,192(1)(2)(3)(6) Common 89.9%(1)
11100 Santa Monica Blvd 260,000(1)(2)(3)(6) Preferred 100%
Suite 2000
Los Angeles, CA 90025
TCW/Crescent Mezzanine Partners 111

Netherlands, L.P. ............ ... ... ........ 182,182,192(1)(2)(3)(6) Common 89.9%(1)
11100 Santa Monica Blvd 260,000(1)(2)(3)(6) Preferred 100%
Suite 2000
Los Angeles, CA 90025
State of Wisconsin Investment Board............. 6,147,000(7) Common 8.7%
P. O. Box 7842

Madison, W1 53707

(1) Based on information contained in a Schedule 13D jointly filed with the Securities and Exchange
Commission by TPG Wafer Holdings LLC (“TPG Wafer Holdings”), TPG Wafer Partners LLC
(“TPG Wafer Partners”), TPG Advisors 111, Inc., T* Advisors, Inc., T* Advisors II, Inc., Green Equity
Investors 11, L.P., Green Equity Investors Side I11, L.P., GEI Capital I11, L.L.C., LGP Management,
Inc., Leonard Green & Partners, L.P.,, TCW/Crescent Mezzanine Partners 111, L.P., TCW/Crescent
Mezzanine Trust 111, The TCW Group, Inc., TCW Asset Management Company and TCW/Crescent
Mezzanine I1I, LLC (the “Joint Filers”) on November 23, 2001 and Amendment No. 1 to such
Schedule 13D filed by the Joint Filers and TCW/Crescent Mezzanine III Netherlands, L.P. on
January 31, 2002. Assumes the exercise or conversion in full of the warrants to purchase MEMC
common stock and Series A Cumulative Convertible Preferred Stock, excluding accrued but unpaid
dividends that may be convertible into shares of MEMC common stock and assuming shareholder
approval of the Series A Cumulative Convertible Preferred Stock and the warrants. See “CERTAIN
TRANSACTIONS — Restructuring Agreement — Shareholder Approval.” TPG Wafer Holdings is the
record owner of 49,959,970 shares of common stock and 260,000 shares of Series A Cumulative
Convertible Preferred Stock. The reporting persons have shared voting power and investment power over
all 182,182,192 shares.

(2) These entities have entered into the Amended and Restated LLC Operating Agreement of TPG Wafer
Holdings, dated as of November 13, 2001 and as amended on January 25, 2002, which provides that TPG
Wafer Partners shall be the managing member of TPG Wafer Holdings and conduct the business and
affairs of TPG Wafer Holdings. This includes voting of the equity securities that TPG Wafer Holdings
holds except as set forth herein and in footnote (3) to this table. These entities have also entered into a
Members’ Agreement, dated as of November 13, 2001 and as amended on January 25, 2002, providing
for, among other things, an agreement by TPG Wafer Partners not to cause TPG Wafer Holdings to vote
its shares of common stock without the prior written consent of the other parties to the LLC Operating
Agreement on certain matters. The Members’ Agreement also provides that TCW/ Crescent Mezzanine
Partners II1, L.P., TCW/Crescent Mezzanine Trust IIT and TCW/Crescent Mezzanine Partners IT1
Netherlands, L.P. may nominate one individual to our Board of Directors, Green Equity Investors III,
L.P. and Green Equity Investors Side II1, L.P. may nominate one individual to our Board, and TPG
Wafer Partners agrees to cause TPG Wafer Holdings to vote its shares of common stock in favor of the
election of such individuals as our directors.

(3) These entities (each a guarantor) have entered into an Intercreditor Agreement, dated as of Decem-
ber 21, 2001, providing for, among other things, the assignment of any participation interests in the note
of our Italian subsidiary, the senior subordinated secured notes and the warrants held by any guarantor to
the other non-defaulting guarantors pro rata in the event of certain defaults of such guarantor under their
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(4)

(5)

guarantees to our Citibank revolving credit agreement; TPG Wafer Partners’ right of first offer to any
participation interests in the note of our Italian subsidiary, the senior subordinated secured notes or the
warrants that any guarantor wishes to transfer; the guarantors’ tag-along rights to any transfer by TPG
Wafer Partners or its affiliates of the note of our Italian subsidiary, the senior subordinated secured notes
or the warrants; and TPG Wafer Partners’ rights to cause the holders of participation interests in the
notes of our [talian subsidiary, the senior subordinated secured notes or the warrants to sell such
securities if TPG Wafer Partners wishes to sell its securities.

David Bonderman, James G. Coulter and William S. Price, III are directors, officers and the sole
shareholders of TPG Advisors 11, Inc. (“TPG Advisors III”"), which is the general partner of TPG
GenPar 11, L.P., which in turn is the sole general partner of each of TPG Partners III, L.P.
(“Partners [11”), TPG Parallel III, L.P. (“Parallel III”), TPG Investors I1I, L.P. (“Investors I11I"),
FOF Partners {11, L.P. (“FOF”) and FOF Partners 11I-B, L.P. (“FOF B”) and the sole member of TPG
GenPar Dutch, L.L.C., which is the general partner of TPG Dutch Parallel III, C.V. (“Dutch
Parallel 1I1”). Mr. Bonderman, Mr. Coulter and Mr. Price are also directors, officers and the sole
shareholders of T° Advisors, Inc. (“T3 Advisors™), which is the general partner of T® GenPar, L.P., which
in turn is the sole general partner of each of T° Partners, L.P. (“T° Partners”), T° Parallel, L.P.
(“T° Parallel”) and T° Investors, L.P. (“T? Investors”) and the managing member of T® GenPar Dutch,
L.L.C., which is the general partner of T° Dutch Parallel C.V. (“T*® Dutch”). In addition,
Mr. Bonderman, Mr. Coulter and Mr. Price are also directors, officers and the sole shareholders of
T’ Advisors II, Inc. (“T* Advisors 1I”), which is the general partner of T° GenPar I1, L.P., which in turn
is the sole general partner of each of T° Partners II, L.P. (“T° Partners II”) and T° Parallel II, L.P.
(“T3 Parallel I1”). Partners 111, Parallel 111, Investors 111, FOF, FOF B, Dutch Parallel 111, T° Partners,
T Parallel, T* Investors, T° Dutch, T? Partners IT and T° Parallel IT (collectively, the “TPG Funds”) are
members of TPG Wafer Partners, which in turn is a member of TPG Wafer Holdings, and also the
managing member of TPG Wafer Management LLC (“TPG Wafer Management”). TPG Wafer
Holdings directly holds the 49,959,970 shares of MEMC common stock and 260,000 shares of Series A
Cumulative Convertible Preferred Stock and an approximately 40% interest (as of May 31, 2002) in
TPG Wafer Management. TPG Wafer Partners directly holds 9,850,001 warrants to purchase MEMC
common stock and TPG Wafer Management directly holds 250,000 warrants to purchase MEMC
common stock. TPG Advisors III, T* Advisors and T° Advisors II may be deemed, pursuant to
Rule 13d-3 under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), to
beneficially own all of the securities held by TPG Wafer Holdings and TPG Wafer Partners. Mr.
Bonderman, Mr. Coulter and Mr. Price, by virtue of their positions with TPG Advisors 111, T* Advisors,
and T® Advisors II, may be deemed to have investment powers and beneficial ownership with respect to
the equity securities held by TPG Wafer Holdings and TPG Wafer Partners. Each of Mr. Bonderman,
Mr. Coulter and Mr. Price disclaims beneficial ownership of such securities.

LGP Management, Inc. (“LGPM?”) is the general partner of Leonard Green & Partners, L.P. (“LGP"),
which is an affiliate of GEI Capital III, L.L.C. (“GEI Capital” and, together with LGPM and LGP, the

~ “LGP Controlling Persons™), which is the general partner of Green Equity Investors I1II, L.P. (“GEI”)

and Green Equity Investors Side III, L.P. (“GEI Side”). GEI and GEI Side, in the aggregate, own
19.7% of the membership interests in TPG Wafer Holdings. TPG Wafer Holdings directly holds
49,959,970 shares of MEMC common stock and 260,000 shares of Series A Cumulative Convertible
Preferred Stock. GEI directly holds 3,258,872 warrants to purchase MEMC common stock and GEI
Side directly holds 24,461 warrants to purchase MEMC common stock. LGPM, LGP and GEI Capital
may be deemed, pursuant to Rule 13d-3 under the Exchange Act to share beneficial ownership of the
securities held by TPG Wafer Holdings, and to beneficially own the warrants to purchase MEMC
common stock held by GEI and GET Side. Leonard I. Green, Jonathan D. Sokoloff, John G. Danhakl,
Peter J. Nolan, Jonathan A. Seciffer and John M. Baumer, ¢ither directly (whether through ownership
interest or position) or through one or more intermediaries, may be deemed to control the LGP
Controlling Persons. By virtue of their positions with the LGP Controlling Persons, Messrs. Green,
Sokoloff, Danhakl, Nolan, Seiffer and Baumer may be deemed to share beneficial ownership of the
securities held by TPG Wafer Holdings and to have investment power and beneficial ownership with
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respect to the warrants to purchase MEMC common stock held by GEI and GEI Side. However, each
such individual disclaims beneficial ownership of such securities.

TCW /Crescent Mezzanine 111, LLC (“MEZZANINE LLC”), a Delaware limited liability company, is
the General Partner of TCW/Crescent Mezzanine Partners I1I, L.P. (“TCW Partners”) and TCW/
Crescent Mezzanine Partners 111 Netherlands, L.P. (“TCW Netherlands”) and the Managing Owner of
TCW/Crescent Mezzanine Trust III (“TCW Trust” and, collectively, the “TCW Funds”). TCW/
Crescent Mezzanine Management I1I, LLC (“Mezz Mgmt I1I”) is the Investment Advisor of the TCW
Funds, and has delegated all investment and voting discretion with respect to the securities owned by the
TCW Funds to TCW Asset Management Company, a California corporation and registered investment
advisor (“TAMCO”), as Sub-Advisor. As a result, Mezz Mgmt 1II disclaims beneficial ownership of
these securities. TCW (Mezzanine 1II), L.P. (“Mezz I1I LP”), a Delaware limited partnership, is a
member of MEZZANINE LLC who may be deemed to control MEZZANINE LLC. TAMCO is the
Sub-Advisor to the TCW Funds and the General Partner of Mezz 111 LP. TAMCO is wholly owned by
The TCW Group, Inc., a Nevada corporation (“TCWG”). TCWG, together with its direct and indirect
subsidiaries, collectively constitute The TCW Group, Inc. business unit (the “TCW Business Unit”).
The TCW Business Unit is primarily engaged in the provision of investment management services. The
ultimate parent company of TCWG is Societe Generale, S.A., a company incorporated under the laws of
France (“SG”). The principal business of SG is acting as a holding company for a global financial
services group, which includes certain distinct specialized business units that are independently operated,
including the TCW Business Unit. SG, for purposes of the federal securities laws, may be deemed
ultimately to control TCWG and the TCW Business Unit. SG, its executive officers and directors, and its
direct and indirect subsidiaries (including all of its business units except the TCW Business Unit), may
beneficially own securities and such securities are not reported in this Table. In accordance with
Exchange Act Release No. 34-39538 (January 12, 1998) and due to the separate management and
independent operation of its business units, SG disclaims beneficial ownership of our securities
beneficially owned by the TCW Business Unit. Each member of the TCW Business Unit disclaims
beneficial ownership of our securities beneficially owned by SG and any of SG’s other business units.
TCW Partners, TCW Trust and TCW Netherlands, in the aggregate, own 19.7% of the membership
interests in TPG Wafer Holdings and 3,065,630 warrants to purchase MEMC common stock. TPG
Wafer Holdings directly holds 49,959,970 shares of MEMC common stock and 260,000 shares of
Series A Cumulative Convertible Preferred Stock.

Based on information contained in Amendment No. 4 to Schedule 13G filed with the Securities and
Exchange Commission by The State of Wisconsin Investment Board on February 12, 2002. The State of
Wisconsin Investment Board has sole voting and investment power over all 6,147,000 shares.

BOARD OF DIRECTORS — COMMITTEES

Audit Committee

The Audit Committee assists the Board in overseeing and monitoring our financial reporting process. In

this regard, the Audit Committee reviews MEMC’s financial reports to shareholders and reviews and assesses
our financial reporting process along with our system of internal controls. The Audit Committee also
recommends the appointment of our independent accountants and reviews their services. Messrs. Willem D.
Maris and Michael B. Smith served on the Audit Committee until November 2001. Mr. William E. Stevens
has served on the Audit Committee since June 2001. The Audit Committee met six times in 2001, including
two meetings since June 2001 when Mr. Stevens was appointed to the Committee. Messrs. Boehlke, Marsh
and Stevens currently serve on the Audit Committee.
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Compensation and Nominating Committee
The Compensation and Nominating Committee:
+ Selects the executive and salaried employees who participate in our executive compensation program
+ Periodically reviews management development efforts
» Reviews and approves new compensation programs
 Sets base salaries for certain executives
« Reviews and approves base salaries of certain newly hired executives
« Approves annual incentive plan participants, targets and award amounts
» Approves participants and awards under long-term equity incentive programs
+ Approves profit sharing programs

» Reviews and approves annual adjustments in compensation necessitated by competitive, inflationary or
governmental pressures

« Reviews and approves compensation for our Board

Since October 2001, the Compensation and Nominating Committee has also been responsible for
nominating persons for election to our Board of Directors. The Compensation and Nominating Committee
accepts nominations of persons for election to the Board of Directors by any MEMC shareholder who is a
shareholder on the record date for the annual meeting and who submits a notice to us setting forth the
information about both the nominee (including information required by the federal proxy solicitation rules)
and the shareholder making the nomination. See “SHAREHOLDER PROPOSALS FOR 2003 ANNUAL
MEETING,” below.

Prof. Dr. Wilhelm Simson, Drs. Hans Michael Gaul and Alfred Oberholz, and Messrs. Helmut Mamsch,
Paul T. O’Brien and Michael B. Smith served on the Compensation and Nominating Cominittee until
November 2001, during which time the Compensation and Nominating Committee met three times in 2001.
Messrs. Boehlke, Marren and Marsh have served on this Committee since December 2001, There were no
meetings of the Compensation and Nominating Committee in December 2001.

Environmental, Safety and Health Committee

The Environmental, Safety and Health Committee:

 Ensures that MEMC implements and maintains uniform environmental, safety and health standards
and performance expectations at all our locations which protect the environment and the health and
safety of our employees and surrounding communities

* Ensures that we maintain an effective process for evaluating the potential environmental, safety and
health impacts of our new capital expenditures

« Evaluates the impact that existing and developing environmental, safety and health laws, regulations,
trends and issues may have on our operations, personnel and performance

+ Ensures that we take appropriate actions to minimize or mitigate the impact of such laws, regulations,
trends and issues on MEMC, our operations and our personnel

« Monitors our processes, performance and allocated resources in the environmental, safety and health
areas

Mr. von Horde served on the Environmental, Safety and Health Committee for all of 2001 and
Messrs. Paul T. O’'Brien and Michael B. Smith served on this Committee until November 2001, during which
time the Committee met three times in 2001. There were no meetings of the Environmental, Safety and
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Health Committee in December 2001. The Environmental, Safety and Health Committee currently consists
of Messrs. Boyce, Marren and Gareeb.

Planning and Capital Expenditures Committee

The Planning and Capital Expenditures Committee reviews our planned capital expenditures and makes
recommendations to the Board regarding these expenditures. Mr. von Horde served on the Planning and
Capital Expenditures Committee for all of 2001 and Prof. Dr. Wilhelm Simson, Drs, Hans Michael Gaul and
Alfred Oberholz, and Messrs. Helmut Mamsch and Willem D. Maris served on this Committee until
November 2001, during which time the Committee met three times in 2001. There were no meetings of the
Planning and Capital Expenditures Committee in December 2001. The Planning and Capital Expenditures
Committee was dissolved in January 2002.

Director Compensation and Attendance
Employee directors receive no additional compensation for serving on the Board and its Committees.

In 2001, non-employee directors received the following fees for their service on the Board and its
Committees:

« $25,000 annual Board retainer
+ $3,000 annual retainer for each Committee ($6,000 for a chairperson)
+ $1,000 for each Board meeting attended
| + $1,000 for each Committee meeting attended ($2,000 for a chairperson)

In addition, on January 1, 2001 we granted each non-employee director stock options to purchase 2,100
shares of MEMC common stock. We also granted Mr. Stevens stock options to purchase 1,200 shares of
MEMC common stock upon his appointment to the Board on June 14, 2001. One-third of these stock options
will vest on the first, second and third anniversaries of the date of grant. Prof. Dr. Wilhelm Simson, Drs. Hans
Michael Gaul and Alfred Oberholz, and Messrs. Helmut Mamsch, Willem D. Maris, Paul T. O’Brien and
Michael B. Smith resigned from the Board in November 2001. As such, all of their respective unvested stock
options were terminated and cancelled effective November 2001.

The Board of Directors met five times in 2001. During 2001, all directors attended 75% or more of the
Board and Committee meetings on which they served, except for Drs. Gaul and Oberhoiz. Dr. Gaul attended
73% of the Board and Committee meetings on which he served because he was unable to attend the Board
meeting and two Committee meetings held in May 2001, and Dr. Oberholz attended 73% of the Board and
Committee meetings on which he served because he was unable to attend the Board meeting and two
Committee meetings held in March 2001.

REPORT OF THE AUDIT COMMITTEE

The Audit Committee of the MEMC Board of Directors is currently composed of three independent
directors and operates under a written charter adopted by the Board of Directors.

We have met and held discussions with MEMC management and with MEMC’s independent account-
ants, KPMG LLP. We have reviewed and discussed the consolidated financial statements of MEMC for 2001
with MEMC management. We discussed with KPMG matters required to be discussed by generally accepted
auditing standards, including standards set forth in Statement on Auditing Standards No. 61.

KPMG also provided to us the written disclosures regarding their independence required by Indepen-
dence Standards Board Standard No. 1, and we discussed with KPMG their independence.
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Based on these reviews and discussions, we recommended to the Board of Directors that the audited
consolidated financial statements for 2001 be included in MEMC’s Annual Report on Form 10-K for the year
ended December 31, 2001 filed with the Securities and Exchange Commission.

William E. Stevens (Chairman)
Robert J. Boehlke
C. Douglas Marsh

PRINCIPAL ACCOUNTING FIRM FEES

The following table presents fees for professional audit services rendered by KPMG LLP for the audit of
the Company’s annual financial statements for 2001, and fees billed for other services rendered by
KPMG LLP:

Audit Fees, excluding audit related ......... ... .. . . $872,000
Financial information systems design and implementation ........................ $ 0

All other fees

Audit related fees(1) .................... AP " $205,000
Other non-audit Services(2) .. ..ot $459,000
Total all Other f88S . .. .ot $664,000

(1) Audit related fees consisted principally of review of SEC registration statements and other filings and
issuance of consents, statutory audits and audits of financial statements of certain employee benefit plans.

(2) Other non-audit fees consisted of tax compliance, employee benefit advice and tax business incentives.

The Audit Committee has considered and determined that the provision of non-audit services by
KPMG LLP in 2001 is compatible with maintaining KPMG LLP’s independence,

COMPENSATION AND NOMINATING COMMITTEE REPORT

Our executive compensation program is based on the premise that a balance is required between our need
to operate our business in an effective and profitable manner and the competitiveness of rewards in competing
for management talent in the marketplace. The Compensation and Nominating Committee reviews this
program at least annually to ensure that this balance is maintained.

Policies, Goals and Responsibilities

The objective of the Compensation and Nominating Committee is to establish compensation at a level
that will allow us to attract, retain and motivate the caliber of individuals required to manage and expand our
business. We establish compensation levels using guidelines developed by internationally recognized compen-
sation consultants. These guidelines are based upon survey data of comparable U.S. companies, or comparable
companies in the relevant geographic area where an executive is located.

Our 2001 guideline for executive compensation was based on the Towers Perrin Executive Compensation
Survey Database, General Industry, with a special emphasis placed on a subset of the Towers Perrin Executive
Compensation Survey Database that included companies in the electronics and electrical equipment
industries. We consider the companies included in these surveys to be representative of those with which we
compete for executive officers and employees. To retain and attract key executives, for 2001 the Compensation
and Nominating Committee utilized a compensation guideline that targeted base salaries and annual
incentives for executive officers at the 50th percentile of the surveys. For long-term equity incentives, The
Compensation and Nominating Committee did not rely on the survey levels but determined award levels for
executive officers based on individual roles, responsibilities and performance.
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Our 2001 executive compensation program consisted of three components: (1) base salary, (2) annual
cash incentive awards, and (3) long-term equity incentive awards.

Base Salaries

We review the base salary of each executive officer on an annual basis. In making base salary decisions,
the Compensation and Nominating Committee first reviews the comparable salary ranges from the compensa-
tion surveys. In addition, we consider certain other factors and use discretion as appropriate when setting base
salary levels. For 2001, we continued to use an overall compensation guideline that targeted base salaries for
executive officers at the 50th percentile of companies included in the compensation surveys. In setting base
salaries for 2001, the Compensation and Nominating Committee also considered the improved performance of
the Company in 2000, the competitive position of each executive officer’s base salary in the market, personal
performance and level of contribution.

For 2001, Mr. von Horde, the Company’s CEO, received an increase in base salary of $45,000. Mr. von
Hérde’s 2001 base salary was $565,000. In increasing Mr. von Horde’s base salary, the Compensation and
Nominating Committee considered the compensation ranges from the compensation surveys, the fact that Mr.
von Horde received no increase in base salary in 2000, and the improved performance of the Company in
2000.

As a result of the difficult financial and market conditions experienced by the Company in 2001, in
December 2001 the Compensation and Nominating Committee approved a twenty percent (20%) reduction
in each executive officer’s base salary effective as of January 1, 2002. This base salary reduction is effective
until such time as the Company attains certain financial objectives as may be established by the Compensation
and Nominating Committee or the Board of Directors.

Annual Cash Incentive Awards

Participation in our Annual Incentive Bonus Plan is discretionary and the plan is non-contractual. Under
current practice, we make annual cash awards to certain management, professional and technical personnel to
recognize and reward individual and corporate performance.

The Compensation and Nominating Committee establishes a performance/payout schedule each year to
set target bonuses (as a percentage of base salary) for each designated participant. For 2001, we continued the
use of the overall compensation guideline that targeted annual incentives for executive officers at the 50th
percentile of companies included in the compensation surveys. In setting target bonuses for 2001, we also
considered personal performance and level of contribution and the need to retain and attract key executive
officers as the Company continued to recover from the difficult market and financial conditions experienced in
the last several years. The Compensation and Nominating Committee generally did not adjust the target
annual bonus levels for executive officers as compared with 1999, except in cases of substantial changes in
responsibility. The 2001 target bonus levels for participants ranged from 8% to 140% of each participant’s
annual base salary.

The 2001 annual incentive award for executive officers was subject to three factors: (1) the Company’s
performance against a certain financial target, (2) the participant’s performance against his or her individual
goals and (3) a discretionary award as determined by management. A certain percentage of a participant’s
target bonus was dependent on each of these factors, and each factor was independent of the other factors.

In 2001, if the financial target was met, then each participant who was an executive officer received fifty
percent (50%) of his or her target bonus. Each such participant could receive up to twenty-five percent (25%)
of his or her target bonus based on his or her performance against individual goals. The remaining twenty-five
percent (25%) of each such participant’s target bonus was discretionary.

The 2001 annual incentive plan also included a provision providing for the immediate payment of a bonus
if events occurred which resulted in a change in control, as defined in the Company’s 1995 Equity Incentive
Plan. These events occurred in November 2001 as a result of the closing of the transaction between E.ON AG
and an investor group led by Texas Pacific Group. However, in advance of the closing, the Special Committee
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of the Board of Directors terminated the 2001 annual incentive plan and authorized management to design
and implement another plan which did not contain the change in control provision.

Under the new 2001 annual incentive plan, all participants who were employed on March 15, 2002,
except Mr. von Hérde and certain executive officers and employees who either entered into separation
agreements or new employment agreements with the Company, received an award equal to 100% of the
participant’s target bonus. The award was paid in the form of cash and restricted stock. The restricted stock
award will vest 50% on March 15, 2002 and 50% on March 15, 2003.

In consideration of the payments to be made to Mr. von Horde under his retirement agreement, Mr. von
Hoérde did not receive an annual incentive bonus for 2001.

Long-Term Incentive Awards

Our long-term incentive bonus plan provides for equity-based compensation in the form of annual grants
of non-qualified stock options with twenty-five percent (25%) of such options vésting on each anniversary of
the date of grant. The non-qualified stock options have an exercise price equal to 100% of the market value of
the Company’s stock on the date of grant. » '

In 2001, the Compensation and Nominating Committee used discretion in determining stock option
award levels for executive officers taking into consideration individual roles and responsibilities, along with
personal performance and level of contribution. '

Mr. von Horde’s employment agreement provides for annual grants of stock options to purchase a
number of shares with a face value of 200% of his base salary, not to exceed 100,000 shares in any one year.
Consistent with this employment agreement, in 2001 we awarded Mr. von Horde non-qualified stock options
to purchase 100,000 shares of stock.

Members of the Compensation and Nominating Committee

Prior to November 13, 2001: After November 12, 2001:
Prof. Dr. Wilhelm Simson, Chairman John Marren, Chairman
Dr. Hans Michael Gaul Robert J. Boehlke

Mr. Helmut Mamsch C. Douglas Marsh

Dr. Alfred Oberholz
Mr. Paul T. O’Brien
Ambassador Michael B. Smith
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SUMMARY COMPENSATION TABLE

Long-Term
Compensation
Annual Compensation Awards
Other Annual Securities All Other
Salary Bonus Compensation Underlying Compensation
Name and Principal Position Year $) ) $Q2) %) Options (#) [€31&)]
Klaus R. von Hérde(4) ........ 2001 564,984 — — 100,000 7,534
Chief Executive Officer and 2000 519,984 691,600 —_ 100,000 7,140
President 1999 505,853 330,000 — 109,000 1,854
James M. Stolze .............. 2001 289,992 — — 40,000 6,440
Executive Vice President and 2000 275,496 202,000 —_ 40,000 6,322
Chief Financial Officer 1999 260,088 214,000 — 39,200 6,720
John P. De Luca(5) ........... 2001 220,000 154,000 —_ 40,000 7,315
Corporate Vice President 2000 198,200 135,000 — 25,000 6,845
Technology 1999 185,800 175,000 — 25,200 6,720
Julius R. Glaser (6) ........... 2001 220,000 — — 30,000 7,315
Corporate Vice President 2000 210,000 120,000 — 25,000 5,513
Global Sales and Marketing 1999 158,333 54,000 33,399(7) 10,800 —
Jonathon P. Jansky ............ 2001 232,000 — — 40,000 6,711
Corporate Vice President 2000 220,000 160,000 — 40,000 6,393

Operations 1999 205,000 156,710 — 36,000 6,720

(1) Amounts shown include cash compensation earned and received as well as cash compensation earned but
deferred at the election of the executive officer.

(2) The amounts shown in this column consist of the following:
Annual incentive bonuses (under annual incentive bonus plan):
« Mr. von Hérde, $691,600 in 2000 and $330,000 in 1999
o Mr. Stolze, $202,000 in 2000 and $89,000 in 1999
 Dr. De Luca, $154,000 in 2001, $135,000 in 2000 and $50,000 in 1999
* Mr. Glaser, $120,000 in 2000 and $44,000 in 1999
« Mr. Jansky, $160,000 in 2000 and $73,000 in 1999
Special incentive bonuses (under special incentive bonus program):
« Mr. Stolze, $125,000 in 1999
- Dr. De Luca, $125,000 in 1999
s Mr. Jansky, $83,710 in 1999
Special sign-on bonus:
* Mr. Glaser, $10,000 in 1999

(3) For all executive officers other than Dr. De Luca, the amounts shown in this column represent matching
contributions by MEMC to the MEMC Retirement Savings Plan. For Dr. De Luca, the amounts shown
in this column consist of matching contributions by MEMC to the MEMC Retirement Savings Plan of
$7,315, $6,338 and $6,720 in 2001, 2000 and 1999, respectively, and a patent award of $507 in 2000.

(4) Mr. von Hérde became Chief Executive Officer on February 17, 1999 and retired effective April 30, 2002.

(5) Dr. De Luca retired in January 2002.

(6) Mr. Glaser joined MEMC as Vice President, Sales in March 1999 and resigned from MEMC effective
February 28, 2002.

(7) Amount shown represents relocation allowances.
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OPTION GRANTS IN LAST FISCAL YEAR

Individual Grants

% of Total Potential Realizable

Number of Options Value at Assumed

Securities Granted to Annual Rates of Stock

Underlying Employees Exercise Price Appreciation for

Options in Fiscal Price Expiration Option Term(1)

Name Granted (#) (2) Year ($/Sh) Date 5%($) 10%($)
Klaus R. von Horde ........... 100,000(3) 16.9% 9.6875 1/1/11 609,240 1,543,938
James M. Stolze .............. 40,000 6.7% 9.6875 1/1/11 243,696 617,575
JohnP.DeLuca.............. ‘40,000 6.7% 9.6875 1/31/05 85,471 184,567
Julius R. Glaser .............. 30,000 5.1%. 9.6875  2/28/05 65,575 141,971

Jonathon P. Jansky ............ 40,000 6.7% 9.6875 1/1/11 243,696 617,575

(1)

(2)

(3)

(1)

(2)

The dollar amounts under these columns are the result of calculations at the 5% and 10% rates set by the
SEC and are not intended to forecast possible future appreciation, if any, of MEMC’s common stock
price. If MEMC’s common stock does not increase in value, then the option grants described in the table
will be valueless.

Upon Dr. De Luca’s retirement on January 31, 2002, the options granted to Dr. De Luca in 2001 vested
and became exercisable for a period of three years. Upon Mr. Glaser’s resignation effective as of
February 28, 2002, the options granted to Mr. Glaser in 2001 vested and became exercisable for a period
of three years. For each of the other named executive officers, options vest and become exercisable at the
rate of 25% per year on January 1, 2002, January 1, 2003, January 1, 2004 and January 1, 2005. All
options expire ten years from the date of grant. In the event of a change in control of MEMC and except
as the Compensation and Nominating Committee may otherwise determine, all restrictions and
conditions on the remaining unvested stock options will lapse as of the date of the change in control. In
addition, upon termination of employment due to death, permanent disability or retirement, all stock
options become immediately exercisable. In addition, upon termination of employment by MEMC
without cause or by the employee for good reason within two years following a change of control, all stock
options shall vest and become immediately exercisable.

Upon Mr. von Horde’s retirement on April 30, 2002, all of his existing unvested options were cancelled
and vested options became exercisable for 60 days. See “Retirement Agreement — Klaus R. von Horde.”

AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR
AND FISCAL YEAR-END OPTION VALUES
Number of Securities

Underlying Unexercised
Options at FY-End (#)

Name(1) . Exercisable Unexercisable
Klaus R.von Horde(2) ... .o i i 183,000 264,000
James M. Stolze . ... o e 94,504 102,000
John P. De Luca(3)........ e e 67,354 79,350
Julius R. Glaser(4) ... ..o o e 11,650 54,150
Jonathon P. Jansky ................ ... e 59,150 95,650

The named executive officers did not exercise any options in 2001. None of the unexercised options were
in-the-money based on a per share closing price of MEMC common stock of $3.55 on December 31,
2001. : ’

Upon Mr. von Horde’s retirement on April 30, 2002, all of his existing unvested options were cancelled
and vested options became exercisable for 60 days. See “Retirement Agreement — Klaus R. von Horde.”
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(3) Upon Dr. De Luca’s retirement on January 31, 2002, all of his options vested and became exercisable for
a period of three years, except for options to purchase 16,504 shares granted to Dr. De Luca in July 1995
which are exercisable for a period of only one year from his retirement date.

(4) Upon Mr. Glaser’s resignation effective February 28, 2002, all of his options vested and became
exercisable for a period of three years.

Pension Plan

MEMC sponsors the MEMC Pension Plan, a defined benefit pension plan which covered most U.S.
employees of MEMC and its subsidiaries during the year. At the end of 2001, the plan was amended to freeze
the accrued benefit for employees who did not meet certain age and service criteria. In order to receive future
benefit accruals, a participant must have met one of two criteria: 1) as of December 31, 2001, the participant
was at least age 50 with 5 years of service; or, 2) the participant had at least 25 years of service as of
December 31, 2001. No future employees will be eligible for coverage under this plan.

The basic benefit payable under the MEMC Pension Plan is determined based on a lump sum equal to
8% of a participant’s “average total earnings” {as defined below) up to one-half of the Social Security wage
base plus 12% of the participant’s average total earnings over one-half of the Social Security wage base,
multiplied by the participant’s years of benefit service, less 2% of such amount for every year by which the
current age of the participant is less than age 65 (the “Basic Formula™). In addition to the normal annuity
options, a portion of the benefit is also available in an immediate lump-sum distribution at termination of
employment.

Employees who were participants in our former Pension Plan for Salaried Employees (the “Salaried
Plan), a prior plan merged into the MEMC Pension Plan as of December 31, 1996, are entitled to a benefit
calculated under the formula in effect as of such date under the Salaried Plan, if such benefit is greater than
the benefit calculated under the Basic Formula. The basic benefit payable under the Salaried Plan formula is a
single life annuity equal to 1.2% of the participant’s average total earnings multiplied by the participant’s years
of benefit service. However, if the participant was hired in the United States by Monsanto Company
(“Monsanto”), a prior owner of a substantial part of our business, before April 1, 1986 and was employed by
us at any time during the period April 1, 1989 through May 31, 1989, or if the participant was employed by
MEMC at any time during the period January 1, 1989 through March 31, 1989, the factor is 1.4% of the
participant’s “average total earnings” instead of 1.2%. If a participant with either the 1.2% or 1.4% formula
retires on or after age 35 but prior to age 65, his benefit will be reduced 1/4% for each month that his
retirement date precedes his 65th birthday. However, if the participant is under age 65 but at least age 55 at
the time of his retirement, and the participant’s age and years of vesting service add up to at least 80, then the
benefit is not subject to any reduction.

The basic benefit under either the 1.2% or 1.4% formula is reduced by the amount the participant is
entitled to receive under any other designated Monsanto defined benefit pension plan.

For purposes of the MEMC Pension Plan, “average total earnings” means twelve times the greater of
(a) the monthly average earnings received in the 36 full calendar months immediately prior to the date of
employment termination or (b) the monthly average of earnings received during the highest three of the ten
calendar years immediately prior to the year in which employment terminates. “Earnings” means amounts
paid to participants that are subject to federal income tax withholding (including salary and bonus payments),
subject to certain adjustments. Generally, “earnings” utilized for pension formula purposes includes salary and
annual bonus reported in the salary and bonus columns of the Summary Compensation Table. However,
earnings utilized for pension formula purposes does not include payments in lieu of accrued vacation, sign-on
bonuses and the special incentive bonuses paid in 1999. In addition, since annual incentive bonuses are paid in
the year following the year earned, such bonuses are included in earnings utilized for pension formula purposes
in the year following the year such bonuses are reported in the bonus column of the Summary Compensation
Table.
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Retirement benefits payable under qualified defined benefit plans are subject to the annual pension
limitations imposed under Section 415 of the Internal Revenue Code, for which limitations vary annually. The
Section 415 limitation for 2001 is $140,000. In addition, Section 401 (a) (17) of the Internal Revenue Code
specifies a maximum amount of annual compensation, also adjusted annually, that may be taken into account
in computing benefits under a qualified defined benefit plan. The Section 401(a) (17) limitation for 2001 is
$170,000. However, for 2002 the Section 401(a)(17) limitation was increased to $200,000 which increased
amount could be applied retroactively to all prior years. Effective in January 2002, we amended the MEMC
Pension Plan to apply this $200,000 limitation to all prior years. Our Supplemental Executive Pension Plan
(the “MEMC SEPP”), a non-qualified and unfunded plan, provided benefits over the applicable Internal
Revenue Code limitations. Benefits under the MEMC SEPP are payable in the form of a lump-sum
distribution, in the form of an annuity with monthly payments for life beginning at the participant’s retirement
age, or in annual installments not to exceed fifteen years. The MEMC SEPP was amended at the end of the
year to cease future accruals. In addition, all accrued benefits under the MEMC SEPP for employees who
entered into new employment contracts with the Company were waived.

The following table shows the estimated annual pension benefits under the MEMC Pension Plan and the
MEMC SEPP in the remuneration and years of service classifications indicated using the Basic Formula. The
table is based on the 2001 Social Security Wage Base, a 6.0% interest rate and the GAM83(50/50) Mortality
Table. In addition, the amounts in the table assume that a participant met the criteria for continued benefit
accrual effective as of December 31, 2001. The amounts shown in the table are calculated on a single life
annuity basis and assume retirement at age 65.

Pension Plan Table(1)

Years of Service

Remuneration 5 10 15 20 25 30 35
$ 125000 .......... o 6,329 12,658 18,987 25,316 31,645 37,974 44,303
150,000 ... ... ... 7,738 15,476 23,214 30,951 38,689 46,427 54,165
175000 ...l 9,147 18,294 27,440 36,587 45,734 54,881 64,028
200,000 ......... e 10,556 21,111 31,667 42,223 52,779 63,334 73,890
225000 ...l 11,965 23,929 35,894 47,859 59,823 71,788 83,753
250,000 ...l 13,374 26,747 40,121 53,494 66,868 80,242 93,615
300,000 ...l 16,191 32,383 48,574 64,766 80,957 97,149 113,340
400,000 ................. 21,827 43,654 65,482 87,309 109,136 130,963 152,791
500,000 ....... ... L. 27,463 54,926 82,389 109,852 137,315 164,778 192,241
600,000 ............ ..., 33,099 66,197 99,296 132,395 165493 198,592 231,691
700,000 . ...l 38,734 77,469 116,203 154,938 ° 193,672 232,407 271,141
800,000 ............. ... 44,370 88,740 133,111 177,481 221,851 266,221 310,591
900,000 ........... P 50,006 100,012 150,018 200,024 250,030 300,036 350,041
1,000,000 ................. 55,642 111,283 166,925 222,567 278,208 333,850 389,492

Mr. von Horde and Mr. Glaser are covered by the Basic Formula. As of December 31, 2001, Mr.
von Horde had 3.8 years of benefit service and annualized average total earnings of $903,174. Under the terms
of the MEMC Pension Plan and MEMC SEPP, because Mr. von Horde did not participate in the MEMC
Pension Plan and MEMC SEPP until April 1, 1998, as of December 31, 2001, Mr. von Horde had no vested
benefit. As of December 31, 2001, Mr. Glaser had 2.8 years of benefit service and annualized average total
earnings of $268,690. Under the terms of the MEMC Pension Plan and MEMC SEPP, because Mr. Glaser
joined MEMC in March 1999, as of December 31, 2001, Mr. Glaser had no vested benefit. Neither Mr.
von Horde nor Mr. Glaser met the criteria for continued benefit accrual effective December 31, 2001.

In connection with certain reduction in force actions occurring in 2001 and 2002, we amended the
MEMC Pension Plan to provide that participants terminated as part of a reduction in force prior to June 30,
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2002 would be fully vested in their accrued benefit. Because Mr. Glaser terminated his employment as part of
a reduction in force action, upon his termination on February 28, 2002 his $36,544 accrued lump-sum benefit
under the MEMC Pension Plan became fully vested.

Under the terms of his retirement agreement, Mr. von Horde will be entitled to a lump sum payment of
$374,901 in full settlement of his accrued benefit under the MEMC Pension Plan and MEMC SEPP. See
“Retirement Agreement — Kiaus R. von Horde.”

The following table shows the estimated annual pension benefits under the MEMC Pension Plan and the
MEMC SEPP in the remuneration and years of service classifications indicated using the 1.4% Salaried Plan
formula described above. As discussed above, the 1.4% formula is an alternative to the Basic Formula. The
amounts shown in the table assume that a participant met the criteria for continued benefit accrual effective as
of December 31, 2001. In addition, the amounts shown in the table are calculated on a single life annuity basis
and assume retirement at age 65 (without regard to the offsets described above).

Pension Plan Table(2)

Years of Service

Remuneration 20 25 30 35

8125000 ... $ 35000 $ 43,750 § 52,500 $ 61,250
150,000 ..o 42,000 52,500 63,000 73,500
175000 ... 49,000 61,250 73,500 85,750
200,000 ... 56,000 70,000 84,000 98,000
225000 ... 63,000 78,750 94,500 110,250
250,000 ... 70,000 87,500 105,000 122,500
300,000 ... 84,000 105,000 126,000 147,000
400,000 . ... 112,000 140,000 168,000 196,000
450,000 ... .o 126,000 157,500 189,000 220,500
500,000 ... 140,000 175,000 210,000 245,000

Dr. DeLuca and Mr. Jansky are covered by the 1.4% formula. As of December 31, 2001, Dr. De Luca
had 24.6 years of benefit service and annualized average total earnings of $287,988, and Mr. Jansky had
28.0 years of benefit service and annualized average total earnings of $304,925.

Upon his retirement on January 31, 2002, Dr. DeLuca’s annual single life annuity benefit from the
MEMC Pension Plan was $56,835 and his lump-sum benefit under the MEMC SEPP was $393,001.

The following table shows the estimated annual pension benefits under the MEMC Pension Plan and the
MEMC SEPP in the remuneration and years of service classifications indicated using the 1.2% Salaried Plan
formula described above. As discussed above, the 1.2% formula is an alternative to the Basic Formula. The
table presents the better of the Basic Formula or the grandfathered 1.2% formula for each level of
remuneration and years of service classification as a single life annuity assuming retirement at age 65. The
basic benefit is calculated using the 2001 Social Security Wage Base, a 6% interest rate and the
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GAMS83(50/50) Mortality Table to convert the lump sums to annuities. The amounts shown in the table
assume that a participant met the criteria for continued benefit accrual effective as of December 31, 2001.

Pension Plan Table(3)

Years of Service

Remuneration ' 5 10 15

$225,000 . . ottt $13,500  $27,000  $40,500
250,000 . ..ot 15,000 30,000 45,000
300,000 . ..t * 18,000 36,000 54,000
400,000 . 0\t e . 24000 48,000 72,000
500,000 . ..o v et P 30,000 60,000 90,000
600,000 . . . o\t 36,000 72,000 108,000
F00,000 . . . .ottt .. 42000 84,000 126,000

Mr. Stolze is eligible for the 1.2% formula. As of December 31, 2001, Mr. Stolze had 6.5 years of benefit
service and annualized average total earnings of $406,934.

Employment Agreements
James M. Stolze

Mr. Stolze entered into a new employment agreement with MEMC effective as of January 1, 2002, which
replaced his prior employment agreement. The new employment agreement provides that Mr. Stolze will
serve as an executive officer of MEMC for a three-year term commencing November 13, 2001.

Mr. Stolze’s new employment agreement includes the following:

* An initial annual base salary of $290,000 through December 31, 2001, which will then be reduced by
20% until such time as MEMC attains certain performance objectives to be determined by the Board

+ After Mr. Stolze’s base salary is restored, the base salary shall be reviewed from time to time and may
be adjusted by the Board, provided, however, his base salary cannot be decreased unless such decrease
is part of a base salary reduction applicable to a broad class of management employees

* An annual bonus opportunity, the terms and conditions of which will be determined by the Board with
a target bonus of 50% of annual base salary and a maximum bonus of 88% of base salary

« Participation in our employee benefit plans as maintained by MEMC from time to time and generally
available to: senior executives '

The new employment agreement provides for grants of stock options to purchase MEMC common stock
as follows: )

 An initial grant of stock options to purchase 250,000 shares of MEMC common stock at an exercise
price of $1.50 per share, vesting ratably over four years

* An additional grant of stock options to purchase 250,000 shares at an exercise price per share equal to
the fair market value per share on the date of grant, which will vest on the seventh anniversary of the
date of grant or earlier if certain financial and operating objectives are achieved

* On or about June 1, 2002, MEMC intends to allow Mr. Stolze to cancel all of his options to purchase
196,504 shares of MEMC common stock granted to him prior to the commencement date of the new
employment agreement in exchange for a subsequent grant as soon as reasonably practicable following
January 1, 2003 of stock options to purchase at least 40,000 shares of MEMC common stock at an
exercise price equal to the fair market value on the date of grant, of which 50% will vest ratably over
four years and 50% will vest on the seventh anniversary of the date of grant or earlier if certain financial
and operating objectives are achieved '
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Either party may terminate Mr. Stolze’s employment agreement. [n the event of Mr. Stolze’s involuntary
termination without cause (other than by reason of death or disability) or Mr. Stolze’s voluntary termination
for good reason during the employment term, he will be entitled to:

His base salary through the date of termination

His annual bonus, if any, earned in the calendar year immediately preceding the calendar year in which
the date of termination occurs, to the extent not yet paid

Subject to the execution by Mr. Stolze of a general release and waiver, the continuation of Mr. Stolze’s
base salary for the one-year period beginning on the date of termination

In consideration of the benefits provided in the new employment agreement, Mr. Stolze waived his rights
to all benefits and payments under the MEMC SEPP, the MEMC Severance Plan for Senior Officers and the
MEMC 2001 Annual Incentive Plan.

Jonathon P. Jansky

Mr. Jansky entered into an employment agreement with MEMC effective as of January 1, 2002. The
employment agreement provides that Mr. Jansky will serve as an executive officer of MEMC for a three-year
term commencing November 13, 2001. ’

Mr. Jansky’s employment agreement includes the following:

An initial annual base salary of $232,000 through December 31, 2001, which will then be reduced by
20% until such time as MEMC attains certain performance objectives to be determined by the Board

After Mr. Jansky’s base salary is restored, the base salary shall be reviewed from time to time and may
be adjusted by the Board, provided, however, his base salary cannot be decreased unless such decrease
is part of a base salary reduction applicable to a broad class of management employees

An annual bonus opportunity, the terms and conditions of which will be determined by the Board with
a target bonus of 50% of annual base salary and a maximum bonus of 88% of base salary

Participation in our employee benefit plans as maintained by MEMC from time to time and generally
available to senior executives

The new employment agreement provides for grants of stock options to purchase MEMC common stock
as follows:

An initial grant of stock options to purchase 250,000 shares of MEMC common stock at an exercise
price of $1.50 per share, vesting ratably over four years

An additional grant of stock options to purchase 250,000 shares at an exercise price per share equal to
the fair market value per share on the date of grant, which will vest on the seventh anniversary of the
date of grant or earlier if certain financial and operating objectives are achieved

On or about June 1, 2002, MEMC intends to allow Mr. Jansky to cancel all of his options to purchase
154,800 shares of MEMC common stock granted to him prior to the commencement date of the new
employment agreement in exchange for a subsequent grant as soon as reasonably practicable following
January 1, 2003 of stock options to purchase at least 40,000 shares of MEMC common stock at an
exercise price equal to the fair market value on the date of grant, of which 50% will vest ratably over
four years and 50% will vest on the seventh anniversary of the date of grant or earlier if certain financial
and operating objectives are achieved
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Either party may terminate Mr. Jansky’s employment agreement. In the event of Mr. Jansky’s
involuntary termination without cause (other than by reason of death or disability) or Mr. Jansky’s voluntary
termination for good reason during the employment term, he will be entitled to:

» His base salary through the date of termination

« His annual bonus, if any, earned in the calendar year immediately preceding the calendar year in which
the date of termination occurs, to the extent not yet paid

- Subject to the execution by Mr. Jansky of a general release and waiver, the continuation of
Mr. Jansky's base salary for the one-year period beginning on the date of termination

In consideration of the benefits provided in the new employment agreement, Mr. Jansky waived his rights
to all benefits and payments under the MEMC SEPP, the MEMC Severance Plan for Senior Officers and the
MEMC 2001 Annual Incentive Plan.

Julius R. Glaser

Effective as of F‘ebru’afy 28, 2002, Mr. Glaser resigned from MEMC. In connection with his resignation,
Mr. Glaser entered into a separation agreement with MEMC. The separation agreement provides for:

¢ A lump-sum cash payment of $442,133

« Vesting of all unvested options under MEMC’s 1995 Equity Incentive Plan which options will be
exercisable until February 28, 2005

+ Outplacement services not to exceed $18,000

The above payments and benefits are in lieu of any amounts payable to Mr. Glaser under his prior
employment agreement effective as of February 10, 1999, the MEMC Severance Plan for Senior Officers and
any other plan in which Mr. Glaser was a participant other than his accrued benefits under certain retirement
plans, The separation agreement also included a release and waiver of certain employment related claims.

Retirement Agreement
Klaus R. von Hovde

In connection with Mr. von Horde’s retirement as our President and Chief Executive Officer effective
April 30, 2002, MEMC entered into a retirement agreement with Mr, von Hoérde in April 2002, Pursuant to
the retirement agreement, Mr. von Horde will receive the following in lieu of all amounts to which
Mr. von Hérde was entitled under all MEMC plans and his employment agreements:

+ Installment payments totaling $565,000 (subject to tax withholding) over the next twelve months,
provided that any time on or after September 1, 2002, Mr. von Hdorde may elect to terminate the
installment payments and receive the balance in a lump-sum cash payment

. Lump-sum cash payment of $342,500 (subject to tax withholding) upon payment in full of the above
installment payments

» Lump-sum cash payment of $374,901 upon payment in full of the above installment payments in full
settlement of accrued pension obligations owed by MEMC

+ Fully vested, three-year options to purchase 100,000 shares of MEMC common stock at an exercise
price of $3.55 per share and 20,000 shares of MEMC common stock at an exercise price of $1.50 per
share

» Grant of 198,744 shares of MEMC common stock to be subject to a restricted stock agreement with
certain vesting conditions

« Participation in MEMC’s medical and dental plans for the duration of the above installment payments
on the same terms as similarly situated employees
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With respect to stock options awarded to Mr. von Horde prior to retirement, those that were not vested as
of April 30 were cancelled, and those that were vested as of April 30 became exercisable for 60 days. The
retirement agreement also includes mutual releases of certain claims.

Severance Plan for Senior Officers

On October 13, 1999, we adopted a severance plan for our senior officers. The plan provided severance
benefits to certain key executive officers in the event of their termination of employment both before and after
a change of control of MEMC. Executive Vice Presidents and Corporate Vice Presidents reporting to
MEMC’s Chief Executive Officer were eligible to participate in the plan. However, the Compensation and
Nominating Committee must designate all participants. All of the participants in this plan have either
terminated their employment with MEMC or waived their rights under the plan in connection with the
execution of separation agreements or new employment agreements. Accordingly, there are currently no
participants in the plan.

The plan has the initial term of three years ending October 15, 2002. After the initial term, the plan
automatically renews for successive one-year terms until terminated on twelve months’ prior notice to each
participant. However, if there is a change in control of MEMC, the plan continues for two years following the
change in control at which time the plan will terminate. The transaction between the investor group led by
Texas Pacific Group and E.ON AG and its affiliates that closed on November 13, 2001 constituted a change
of control under the plan. Accordingly, the plan will terminate on November 13, 2003.

The Compensation and Nominating Committee may remove a participant from the plan by giving the
participant twelve months’ notice. However, no participant may be removed from the plan for two years
following a change in control of MEMC.

A participant is entitled to severance benefits under the plan in the event that he or she is:
+ Involuntarily terminated, other than for cause, while a participant in the plan; or
« Constructively discharged within two years following a change in control of MEMC.

A participant is not entitled to severance benefits under the plan in the event of his or her termination of
employment on account of death, total and permanent disability, voluntary termination of employment by the
participant or termination ‘of employment by MEMC for cause.

Participants who are entitled to severance benefits under the plan receive the following:

Cash Compensation

Salary: The greater of (1) one year’s base salary in effect at the time of termination of employment
without  any accrued and unused vacation or (2) two weeks of such salary for each year of service with
MEMC plus one additional week’s salary plus accrued and unused vacation.

~ Bonus: A pro rata bonus for the year of termination based on the number of days in the year before the
termination date. The bonus will be determined based on the actual level of achievement of the relevant goals.
However, if the termination of employment occurs within two years following a change in control, then (1) the
pro rata bonus will be based on the full targeted level and (2) the participant will receive an additional
payment equal to the bonus the participant would have received for the year of termination at the full targeted
level.

Stock Options

If the termination of employment occurs within two years following a change in control, then the
participant will be deemed to have retired for purposes of determining the vesting and expiration of all stock
options previously granted to the participant.
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Retirement Benefits

For purposes of determining benefits payable under the MEMC SEPP, the period used above to
determine the salary severance benefit (e.g., either one year, or two weeks for each year of service plus one
additional week) will be treated as additional service to MEMC.

Medical and Dental Benefits

A participant will receive a payment equal to the cost of 18 months of COBRA premiums for dental
coverage for the same level of coverage the participant is enrolled immediately prior to his or her termination.
In addition, if a participant is not ¢ligible for retiree medical benefits, the participant will receive an additional
payment equal to the cost of 18 months of COBRA premiums for medical coverage for the same level of
coverage the participant is enrolled immediately prior to his or her termination. These payments will be
grossed up for taxes.

Change in Control

The Company’s stock option plans and certain award agreements under such plans provide for
acceleration of vesting in the event of a change in control of MEMC and/or in the event of termination of
employment by MEMC without cause or by the participant for good reason within two years following a
change in control of MEMC, as defined in those plans. Our named executives participate in these plans.

‘Compensation Committee Interlocks and Insider Participation

From January to November 2001, the Compensation and Nominating Committee was comprised of
Dr. Hans Michael Gaul, Mr. Helmut Mamsch, Dr. Alfred Oberholz, Mr. Paul T. O’Brien, Prof. Dr. Wilhelm
Simson and Ambassador Michael B. Smith. Since December 2001, the Compensation and Nominating
Committee has been comprised of Mr. Robert J. Boehlke, Mr. John Marren and Mr. C. Douglas Marsh.

Drs. Gaul, Oberholz and Simson and Mr. O’Brien are executive officers and/or directors of E.ON AG or
one or more of its affiliates. Mr. Mamsch is a former executive officer of VEBA AG, a predecessor company of
E.ON AG. E.ON AG, through certain of its subsidiaries, owned 71.8% of the outstanding shares of MEMC
common stock until November 13, 2001. Mr. Marren is a partner with Texas Pacific Group. An investor group
led by Texas Pacific Group currently owns 71.8% of the outstanding shares of MEMC common stock, 100% of
the outstanding shares of MEMC Series A Cumulative Convertible Preferred Stock and 100% of the
16,666,667 outstanding warrants to purchase MEMC common stock. For a description of certain transactions
and arrangements between MEMC and E.ON AG and its affiliates and between MEMC and the investor
group led by Texas Pacific Group, see “CERTAIN TRANSACTIONS,” below.

None of the directors comprising the Compensation and Nominating Committee during 2001 has been
an officer or employee of MEMC or any of its subsidiaries. Because the full Board of Directors approved
certain compensation recommendations of the Compensation and Nominating Committee, Mr. von Horde is
deemed to have participated in deliberations of the Board of Directors regarding remuneration paid to
executive officers.

Section 16(a) Beneficial Ownership Reporting Compliance

Based on our review of the Forms 3, 4 and 5 furnished to us, all of the filings for our executive officers and
directors and greater than 10% shareholders required under Section 16(a) of the Securities Exchange Act of
1934 were made on a timely basis in 2001.
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STOCK PRICE PERFORMANCE GRAPH

The graph below compares cumulative total shareholder return with the cumulative total return
(assuming reinvestment of dividends) of the S&P 500 Index and the JPMorgan H&Q Semiconductor Index.
The information on the graph covers the period from December 31, 1996 through December 31, 2001. The
stock price performance shown on the graph below is not necessarily indicative of future stock price
performance.
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CERTAIN TRANSACTIONS

E.ON North America, Inc., a corporation owned by E.ON AG and its subsidiaries, and VEBA Zweite
Verwaltungsgesellschaft mbH, another subsidiary of E.ON AG, collectively owned approximately 72% of the
outstanding shares of MEMC common stock until November 13, 2001. On September 30, 2001, E.ON AG
and its affiliates (E.ON) entered into a purchase agreement with an investor group led by Texas Pacific
Group, including TPG Wafer Holdings LLC and funds managed by Leonard Green & Partners, L.P. and
TCW/Crescent Mezzanine Management 11T LLC (collectively, TPG). Pursuant to the purchase agreement,
on November 13, 2001, TPG Wafer Holdings and its assignees purchased all of E.ON’s debt in MEMC of
approximately $910 million and all of E.ON’s equity holdings in MEMC, representing approximately 72% of
the outstanding shares of MEMC common stock.

In an effort to minimize conflicts of interest by members of our Board of Directors affiliated with E.ON,
TPG or other related parties, the Audit Committee, or a special committee consisting entirely of independent
directors, generally approves or ratifies any material transaction with a related party. A special committee
approved the transactions described under “TPG RESTRUCTURING AGREEMENT,” below.

In 2001, we made payments to E.ON AG and certain of its affiliates for software maintenance, raw
materials, equipment and services, credit commitments and interest. We also participated in E.ON AG’s
global treasury management system. MEMC Pasadena, Inc., our granular polysilicon subsidiary, sold granular
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polysilicon to an affiliate of E.ON AG. Our significant agreements and arrangements between E.ON AG and
its affiliates are more fully described below. :

In connection with and as a condition to closing the transactions contemplated by the purchase
agreement between E.ON and TPG, on November 13, 2001, we entered into a restructuring agreement with
TPG Wafer Holdings under which we restructured approximately $860 million of our debt that was acquired
by TPG from E.ON. As part of the transactions contemplated by the purchase agreement and restructuring
agreement, we also entered into certain agreements with TPG, E.ON and their respective affiliates as more
fully described below.

AGREEMENTS AND TRANSACTIONS WITH E.ON
Loan Agreements

In 2001, MEMC incurred approximately $69.5 million in interest expense, commitment fees and other
financing fees to E.ON AG and certain of its affiliates. We had entered into a number of credit and loan
arrangements with E.ON AG and its affiliates. These loan and credit agreements with E.ON AG and its
affiliates provided that the maturities on all outstanding debt maturing prior to January 1, 2002 would be
extended until their respective maturity date anniversaries in 2002 (but only in the event we had used our best
efforts to obtain replacement financing on equivalent terms and conditions and had been unsuccessful). On
November 13, 2001, we had approximately $910 million of U.S. dollar, Euro and Japanese yen based loans
outstanding with E.ON AG and its affiliates. These loans had interest rates ranging from 3.5% to 11.8% with
annual commitment fees of 1/4 of one percent on the undrawn portion of these loans.

On November 13, 2001, our loan and credit agreements with E.ON AG were assigned by E.ON to TPG
pursuant to the terms of the purchase agreement and restructured as part of a restructuring agreement. See
“CHANGE IN CONTROL” and “TPG RESTRUCTURING AGREEMENT” below.

Treasury Management

Under an informal arrangement, MEMC participated in E.ON AG’s global treasury management
system. As part of this arrangement, we generally offered E.ON AG or an affiliate a right of first refusal to act
as our financial intermediary in transacting currency hedging activities. As a result of this arrangement, we
entered into a number of foreign exchange hedging contracts using E.ON AG or an affiliate as our financial
intermediary. MEMC believes that these hedging arrangements with E.ON AG or an affiliate allowed for
transactions on terms that were comparable to terms available from unrelated third party financial
intermediaries.

In anticipation of the closing of the transactions contemplated by the purchase agreement between E.ON
and TPG, on November 9, 2001 we terminated all of our hedging arrangements with E.ON. In full settlement
of these hedging arrangements, E.ON paid MEMC approximately $4.3 million and approximately 3.8 billion
Italian Lira. We believe the exchange rates and interest rates used to determine the settlement amounts were
comparable to rates that would have been used by unrelated third party financial institutions to settle such
hedging agreements.

Purchases of Equipment and Raw Materials

We purchased equipment and related maintenance services from an affiliate of Steag AG. E.ON AG
holds a significant minority ownership interest in Steag AG. We believe that the price we paid for the
equipment and services was not materially different from the price that we could have obtained from unrelated
third parties for comparable equipment and services. In 2001, we paid Steag AG and its affiliates
approximately $3.9 million for equipment and related services.

We purchased raw materials from Degussa-Huls, an affiliate of E.ON AG. We believe the price we paid
for the raw materials was not materially different from the price we could have obtained from third parties for
similar products. In 2001, we paid Degussa-Huls approximately $1.3 million for raw materials.
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Sales of Granular Polysilicon

MEMC Pasadena, Inc., our granular polysilicon subsidiary, sold granular polysilicon to an affiliate of
Siemens Solar GmbH. An affiliate of E.ON, AG holds a significant minority ownership interest in Siemens
Solar GmbH. We believe that the prices received by MEMC Pasadena, Inc. for these sales were comparable
to the prices received by MEMC Pasadena, Inc. from sales to third parties. In 2001, MEMC Pasadena, Inc.
sold approximately $9.6 million of granular polysilicon to the affiliate of Siemens Solar GmbH.

SAP Software

We obtained the use of SAP R/3 software and related maintenance services through E.ON AG, which
has a license and maintenance contract with SAP AG. SAP R/3 software is a comprehensive enterprise
resource planning software package designed to integrate our various business processes. In 1999, we paid
E.ON AG a one-time fee of approximately $368,000 for the use of the SAP R/3 software. In 2001, we paid
expenses to E.ON AG of approximately $285,000 for annual maintenance charges related to SAP mainte-
nance services. Because of E.ON AG’s volume pricing, we believe that both the one-time fee and the annual
maintenance charges were more favorable than we would have been required to pay if we had independently
contracted with SAP for the license and maintenance services. In December 2001, we terminated the
agreement with E.ON under which we obtained the use of SAP R/3 software and related maintenance
services and replaced this agreement with a direct license agreement between us and SAP America.

Agreement for Communication Services

MEMC had an arrangement with E.ON North America, Inc. covering certain of our communication
service needs. This arrangement allowed MEMC to participate with E.ON North America, Inc. and several of
its affiliates in a communication service agreement between E.ON North America, Inc. and AT&T. The term
of the communication services agreement expired in 2001. In return for volume pricing discounts,
E.ON North America, Inc. provided AT&T with minimum revenue commitments for each contract year
during the term of the communication services agreement. MEMC entered into a reimbursement agreement
with E.ON North America, Inc. which required us to reimburse E.ON North America, Inc. if our payments
to AT&T under the communication services agreement did not meet certain minimum levels for each contract
year. The Company was not obligated to make any reimbursement payments to E.ON North America, Inc.
under this agreement. The reimbursement agreement expired simultaneously with the communication services
agreement.

CHANGE IN CONTROL

On September 30, 2001, E.ON and TPG entered into a purchase agreement. Prior to the closing
contemplated by the purchase agreement, TPG Wafer Holdings formed MEMC Holdings Corporation as a
wholly owned subsidiary.

On November 13, 2001, E.ON and TPG completed the transactions contemplated by the purchase
agreement. Pursuant to the purchase agreement, TPG Wafer Holdings and its assignees, including MEMC
Holdings Corporation, purchased all of E.ON’s debt in MEMC of approximately $910 million for an
aggregate purchase price of $4.00 and all of E.ON’s equity holdings in MEMC of 49,959,970 shares of
MEMC common stock, representing approximately 72% of the outstanding shares of MEMC common stock,
for an aggregate purchase price of $2.00. MEMC Holdings Corporation acquired approximately $411 million
of the $910 million total debt. Pursuant to the purchase agreement, the purchase price payable by TPG to
E.ON may be increased by a maximum of $150 million, depending upon our financial performance in 2002.

Also at the closing, E.ON made capital contributions to MEMC as required under the purchase
agreement in the aggregate amount of $37 million, of which $5 million was contributed to enable us to make a
contribution to our defined benefit plan. In connection with these transactions, we and certain of our
subsidiaries have executed releases of E.ON from certain actions, causes of action, suits, debts and other
damages. In particular, we have released E.ON from its obligations under the loan agreements, security
agreements, guaranties and associated documents relating to the debt acquired from E.ON by TPG. We have
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also released E.ON and certain of its affiliates from damages arising out of or in connection with any of them
having been a shareholder, noteholder or director or officer of MEMC or any of its affiliates, and in connection
with agreements in which E.ON has provided services or financing to or at the request of MEMC or any of its
affiliates, except with respect to certain specified agreements. The specified agreements excepted from the
release include various arrangements between E.ON and MEMC’s Italian subsidiary under which the Italian
subsidiary deposited excess cash with E.ON on a short-term basis, a software sub-license agreement between
E.ON and MEMC, a registration rights agreement between an affiliate of E.ON and MEMC, and a 1995 tax
disaffiliation agreement among certain affiliates of E.ON and MEMC.

The obligations of TPG and E.ON to complete the transactions contemplated by the purchase agreement
were subject to, among other things:

» TPG reaching definitive agreement with respect to an exchange by TPG of the loans being acquired
from E.ON for newly issued debt and equity securities of MEMC, and

+ MEMC entering into a new revolving credit facility with TPG (or a comparable lender) for up to
$150 million.

The conditions to closing were satisfied and E.ON and TPG consummated their sale and purchase on
November 13, 2001. As described below, the transactions contemplated by the debt restructuring agreement
between TPG Wafer Holdings and MEMC were also completed on November 13, 2001, except for the
restructuring of the debt of our Italian subsidiary. See “— TPG RESTRUCTURING AGREEMENT”
below. We are currently in discussions with a commercial bank regarding the refinancing of all or a portion of
“this Italian debt.

As a result of these transactions, TPG now beneficially owns approximately 72% of the outstanding
MEMC common stock and has exchanged approximately $860 million of the debt acquired from E.ON for:

+ all of the shares of our newly issued Series A Cumulative Convertible Preferred Stock with an
aggregate stated value of $260 million;

« $50 million in principal amount of our newly issued senior subordinated secured notes; and
» warrants to purchase 16,666,667 shares of our common stock.

TPG has also retained a senior secured term note issued by our Italian subsidiary in the principal amount
of 55 million Euro (approximately $50 million).

Effective November 13, 2001, all of the E.ON affiliated members resigned from the MEMC Board of
Directors. In addition, on that date two of the independent members of the Board also resigned. The Board
established by resolution that the Board will consist of nine persons and, on November 13, 2001, appointed
four nominees to serve on the Board as designated by TPG Wafer Holdings in the restructuring agreement.
The Board has subsequently established by resolution that the Board will consist of ten persons and has
appointed four additional persons to the Board, two of whom are independent directors who are now serving on
the Audit Committee of the MEMC Board. '

TPG RESTRUCTURING AGREEMENT
General

In connection with and as a condition of closing of the transactions contemplated by the purchase
agreement between E.ON and TPG, on November 13, 2001, we executed a definitive restructuring agreement
with TPG Wafer Holdings. Pursuant to the restructuring agreement, TPG Wafer Holdings exchanged with
MEMC all of the shares of the Class A Common Stock of MEMC Holdings Corporation, the subsidiary
holding company that had acquired approximately $411 million of the debt purchased from E.ON, for 260,000
shares of our Series A Cumulative Convertible Preferred Stock, having an aggregate stated value of
$260 million. Each share of the Series A Cumulative Convertible Preferred Stock is convertible into shares of
MEMC common stock at a conversion price of $2.25 per share, subject to certain limitations and antidilution
adjustments.
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The following steps were then taken pursuant to the restructuring agreement:

« TPG exchanged with MEMC approximately $449 million of our debt acquired from E.ON for
$50 million in principal amount of our senior subordinated secured notes, with warrants to acquire up
to 16,666,667 shares of our common stock, subject to certain antidilution adjustments.

+ TPG retained an existing 55 million Euro (approximately $50 million) note from our Italian
subsidiary.

« TPG established a five-year revolving credit facility to make available to us up to $150 million in senior
secured loans.

« We entered into various agreements contemplated by the restructuring agreement, including a
. registration rights agreement and an agreement and plan of merger relating to the merger agreement
between MEMC and TPG Wafer Holdings.

TPG Wafer Holdings subsequently exchanged with MEMC the one outstanding share of Class B
Common Stock of MEMC Holdings Corporation for a promissory note having a principal amount of $250. As
a result, MEMC Holdings Corporation is now a wholly owned subsidiary of MEMC.

Shareholder Approval

Pursuant to the restructuring agreement, we agreed to use our best efforts to obtain, as promptly as
possible, (i) any necessary approval by our shareholders relating to the Series A Cumulative Convertible
Preferred Stock, the shares issuable upon conversion of the Series A Cumulative Convertible Preferred Stock,
the warrants and the shares issuable upon exercise of the warrants under the rules and regulations of the New
York Stock Exchange, (ii) the approval by our shareholders of the plan of merger between MEMC and TPG
Wafer Holdings contained in the merger agreement in accordance with the Delaware General Corporation
Law, and (iii) the approval by our shareholders of a one-for-two reverse split of our common stock. On
July 10, 2002, we will hold a special shareholders’ meeting for the purpose of approving the above items along
with an increase in our authorized capital stock from 200,000,000 shares of common stock to 300,000,000
shares of common stock.

Ownership of MEMC after Restructuring Transactions

If the preferred stock and warrants are approved by our shareholders, TPG will own or have the right to
acquire, through ownership of the common stock acquired from E.ON, conversion of the preferred stock
(excluding accrued but unpaid dividends) and exercise of the warrants, a minimum of approximately
182 million shares of our common stock, which would represent approximately 90% of our outstanding
common stock. Because the preferred stock earns cumulative dividends that may be payable in kind upon
conversion, if TPG were not to convert any preferred stock until immediately prior to the earliest redemption
date, TPG would own or have the right to acquire a maximum of approximately 364 million shares of our
common stock, which would represent approximately 95% of our outstanding common stock.

Board Representation

The restructuring agreement required the MEMC Board of Directors to appoint a total of four nominees
designated by TPG Wafer Holdings prior to the closing, to be allocated to the different director classes as
specified by TPG Wafer Holdings. In addition, the restructuring agreement provides that commencing with
the next annual meeting of our shareholders, and at each annual meeting thereafter, TPG Wafer Holdings
shall be entitled to present to the Board of Directors a number of nominees for election to the class of directors
up for election at such annual meeting equal to the number of TPG Wafer Holdings nominees in such class
immediately prior to such election. We have agreed to cause each such TPG Wafer Holdings designated
nominee to be included in the slate of nominees recommended by the Board to the shareholders for election,
and to use our best efforts to cause those nominees to be elected. TPG Wafer Holdings will have these
contractual rights so long as at least $130 million in stated value of the Series A Cumulative Convertible
Preferred Stock remains outstanding and TPG Wafer Holdings and its affiliates beneficially own greater than
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S0% of the preferred stock. As a practical matter, TPG Wafer Holdings currently possesses the power to elect
all of our directors through its beneficial ownership of a majority of our voting stock.

Notes and Warrants

The senior subordinated secured notes due 2007 issued by MEMC under the terms of the restructuring
agreement are guaranteed by our domestic subsidiaries and bear interest at a rate of 8% (payment in kind) in
the first two years following issuance, 14% (payment in kind) in the third and fourth years following issuance
and 14% (payment in kind with optional payment in cash at the request of the note holders) in the fifth and
sixth years following issuance. As collateral under the notes, we have pledged substantially all of our domestic
assets, including all of the capital stock of most of our domestic subsidiaries and 65% of the capital stock of
certain of our foreign subsidiaries, but excluding any assets currently pledged to support third party debt. The
notes and the related security interest are subordinate in priority and in right of payment to the Citibank
revolving credit agreement and the reimbursement agreement, which are described under “— Credit
Agreement” below. In addition, the notes and related indenture contain substantially the same loan covenants
as the Citibank revolving credit agreement, which are described under “— Credit Agreement” below.

The warrants issued by MEMC entitle the holders to purchase an aggregate of 16,666,667 shares of
MEMC common stock at an exercise price of $3.00 per share, subject to certain antidilution adjustments. The
warrants may only be exercised after shareholder approval of the warrants. See “Shareholder Approval”
above. Assuming shareholder approval is obtained, the warrants may be exercised, in whole or in part, at any
time and from time to time until their expiration on November 13, 2011.

Pursuant to the restructuring agreement, we have agreed to restructure the 55 million Euro (approxi-
mately $50 million) debt issued by our Italian subsidiary, on terms set forth in the restructuring agreement. It
was originally contemplated that our Italian subsidiary would secure and deliver to TPG a senior secured note
due 2031 in the principal amount of 55 million Euro, guaranteed by MEMC, bearing interest at a rate of
6% per annum (payment in kind) and secured by assets of the Italian subsidiary. The parties have been unable
to restructure the Italian debt on the original terms contemplated in the restructuring agreement. We are
currently in discussions with a commercial bank regarding the refinancing of all or a portion of this Italian
debt.

Registration Rights Agreement

We have entered into a registration rights agreement with TPG providing for registration rights with
respect to the preferred stock, the shares of common stock issuable upon conversion of the preferred stock, the
warrants, the shares of common stock issuable upon exercise of the warrants, the notes and the accompanying
guarantees and any shares of common stock owned or acquired by TPG (including the shares acquired by
TPG from E.ON pursuant to their purchase agreement). We have agreed that, on or before August 10, 2002,
we will file with the Securities and Exchange Commission a shelf registration statement on Form S-3 covering
resales of these registrable securities by the holders of the registrable securities.

Credit Agreement

In connection with the restructuring, TPG originally established a five-year revolving credit facility
pursuant to which the TPG lender parties committed to make available to us a line of credit in an aggregate
amount of $150 million. Pursuant to this credit agreement, loans would be made subject to the following
aggregate lending limitations:

+ $50 million at any time prior to January 1, 2002,

$75 million at any time prior to April 1, 2002,

$100 miltion at any time prior to July 1, 2002,

$125 million at any time prior to October 1, 2002, and

$150 million at any time on and after October 1, 2002.
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The TPG credit facility provided that loans would bear interest at a rate of LIBOR plus 3.5% per annum
or an alternate base rate (based upon the greater of the Federal funds rate plus 0.5% and Citibank N.A.’s
prime rate) plus 2.5% per annum. As collateral under this credit agreement, we pledged substantially all of our
domestic assets, including all of the capital stock of most of our domestic subsidiaries and 65% of the capital
stock of certain of our foreign subsidiaries, but excluding any assets then currently pledged to support third
party debt. Our domestic subsidiaries also guaranteed our payment obligations under the credit agreement.

Subsequent to the original closing of the debt restructuring transactions, we made arrangements to
replace the TPG revolving credit facility with a substantially similar five-year revolving credit facility with an
affiliate of Citibank, N.A. On December 21, 2001, we entered into the new Citibank credit facility which
replaced the TPG credit facility. In April 2002, Citibank assigned 50% of its interest in this credit facility to
UBS AG. The interest rate under the Citibank facility is LIBOR plus 1.5% or an alternative base rate (based
upon the greater of the Federal funds rate plus 0.5% and Citibank’s prime rate) plus 0.5% per annum. TPG
has guaranteed our obligations under the new Citibank facility, and in return, we have entered into a
reimbursement agreement with the guarantors under which we have agreed to reimburse them for any
payments made under the guaranty. Both the Citibank credit facility and the reimbursement agreement are
secured by substantially the same collateral that secured the original TPG credit facility. As with the TPG
facility, our domestic subsidiaries have guaranteed MEMC’s obligations under the Citibank facility and the
reimbursement agreement. The subsidiary guaranties are supported by security interests in substantially all of
the assets of the domestic subsidiaries. The Citibank credit facility contains certain loan covenants, including
covenants to maintain minimum quarterly consolidated earnings before interest, taxes, depreciation and
amortization; minimum monthly consolidated backlog; minimum monthly consolidated revenues; maximum
annual capital expenditures; and other covenants customary for revolving loans of this type and size. MEMC
must maintain compliance with these covenants in order to draw on the facility. In addition, outstanding loans
under the credit facility will become due and payable if we are in breach of the loan covenants and such
breach causes an event of default under the credit facility.

Merger Agreement

Pursuant to an agreement and plan of merger, we have agreed to permit the merger of TPG Wafer
Holdings with and into us at such time as TPG Wafer Holdings shall determine. We will continue in existence
as the surviving corporation. In connection with the merger, the members of TPG Wafer Holdings will convert
their limited liability company interests in TPG Wafer Holdings into equivalent equity securities of us held by
TPG Wafer Holdings, plus common stock having a market value equal to the principal amount of the debt
securities of MEMC held by TPG Wafer Holdings and the accrued but unpaid interest on such debt
securities. TPG Wafer Holdings currently does not directly hold any debt of MEMC and has indicated it has
no current intention to acquire debt of MEMC. The merger is subject to the approval of our shareholders and
the members of TPG Wafer Holdings. The agreement and plan of merger is being submitted to our
shareholders for approval at the special shareholders meeting described above. See “— Shareholder Ap-
proval” above.

Management Advisory Agreement

In connection with the restructuring, we have entered into a management advisory agreement with TPG
GenPar 11, L.P., an affiliate of Texas Pacific Group. Pursuant to the agreement, TPG GenPar I11 will provide
management and financial advisory services to us as requested by our Board of Directors in exchange for a
management advisory fee of $2 million per annum plus additional compensation if TPG GenPar I1I acts as a
financial advisor to us for future transactions such as a merger or debt or equity financing.

Tax Consistency Agreement

In 2001, following the closing of the transactions contemplated by the purchase agreement and
restructuring agreement, we entered into a tax consistency agreement with MEMC Holdings Corporation,
TPG Wafer Partners LLC and TPG Wafer Holdings. This agreement sets forth the income tax elections to be
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made and the anticipated U.S. federal income tax treatment of the transactions contemplated by the purchase
agreement and the restructuring agreement.

Fees And Expenses

We are responsible for the payment of all our expenses incurred in connection with the restructuring
agreement and the subsequent negotiation and documentation of the Citibank replacement credit facility,
including all fees and expenses of our legal counsel and all third-party consultants engaged by us to assist in
such transactions. We have paid TPG a $10 million transaction fee in connection with the restructuring
agreement. In addition, we expect to pay TPG, Citibank and UBS a total of $3 million in fees (of which TPG
will receive up to approximately $1.1 million) in connection with the TPG credit facility, the Citibank credit
facility and the related guaranties. We have reimbursed TPG for all its fees and disbursements of legal
counsel, financial advisors and other third party consultants (of approximately $14 million) and have paid
other out-of-pocket expenses incurred by us in connection with the restructuring (of approximately
$3 million).

Ownership Interest in TPG Wafer Management

Certain of our executive officers have received limited liability company membership interests in TPG
Wafer Management, an investment limited liability company that owns a 1.5% membership interest in TPG
Wafer Holdings. These membership interests are economic interests, with no voting rights and represent a
total of approximately 57% of the interests in TPG Wafer Management and, therefore, indirectly, approxi-
mately 0.86% of the membership interests in TPG Wafer Holdings.

Additional membership interests in TPG Wafer Management may be issued to directors, executive
officers and other services providers of MEMC. In addition to its membership interest in TPG Wafer
Holdings, TPG Wafer Management owns approximately $750,000 in principal amount of our senior secured
notes and a 1.5% interest in the 55 miilion Euro note issued by MEMC’s [talian subsidiary as well as 250,000
of our warrants. Upon consummation of the merger described above, TPG Wafer Management will receive a
proportionate amount of the shares of common stock, preferred stock and/or warrants of MEMC in exchange
for its 1.5% membership interest in TPG Wafer Holdings. Assuming consummation of the merger on
November 13, 2001, TPG Wafer Management would have received 749,399 shares of MEMC common stock
and 3,900 shares of Series A Preferred Stock.

ITEM NO. 2 — APPROVAL OF 2001 EQUITY INCENTIVE PLAN

MEMC’s Board of Directors adopted MEMC’s 2001 Equity Incentive Plan on December 10, 2001,
amended and restated the plan effective in March, 2002, and directed that the plan be presented for approval
by stockholders at MEMC’s 2002 Annual Shareholders’ Meeting.

General

The purpose of the plan is to promote the interests of MEMC and its stockholders by providing
prospective employees, employees and consultants of MEMC and its subsidiaries with an appropriate -
incentive to enter and continue in the employ of MEMC and to improve the growth and profitability of
MEMC.

The Compensation and Nominating Committee administers the plan. The plan provides for the grant of
nonqualified stock options and restricted stock. Individuals who are prospective employees of, employees of or
consultants to MEMC or a subsidiary of MEMC are eligible to receive awards under the plan. The
Compensation and Nominating Committee has discretion to, among other things:

» Determine whether to grant nonqualified stock options, restricted stock or a combination of both
+ Select the prospective employees, employees and consultants to whom awards are made

+ Establish the timing, pricing, amount, vesting and other terms and conditions of each award
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» Adopt, amend and rescind rules and regulations relating to the plan
» Construe and interpret the plan and award agreements
« Make all other determinations necessary or advisable for the administration of the plan

The Compensation and Nominating Committee’s decisions pertaining to the interpretation, construction
or application of the plan are final and binding.

Subject to certain adjustments, a maximum of 7,000,000 shares of common stock are available for grant
under the plan, of which 5,146,410 shares had been granted as of March 31, 2002. These shares may be
authorized but unissued shares, treasury shares or any combination thereof. If any award granted under the
plan terminates or expires prior to its exercise, the shares covered by the award will again be available for grant
under the plan. No more than 2,000,000 shares of common stock may be subject to stock options awarded in
any calendar year to an individual subject to Section 162(m) of the Internal Revenue Code of 1986, as
amended.

The closing price of MEMC common stock on May 31, 2002 as reported on the New York Stock
Exchange was $7.70 per share. As of May 31, 2002, there were approximately 4,700 employees and 150
consultants who were potentially eligible to participate in the plan.

Types of Awards

Set forth below is a description of the types of awards that may be granted under the plan.

Nongualified Stock Options

Under the plan, the Compensation and Nominating Committee may grant nonqualified stock options
pursuant to an award agreement. Each option represents the right to purchase one share MEMC common
stock at a price per share established by the Compensation and Nominating Committee on the date of grant.

Options must be exercised before expiration or termination, which is generally ten years after the date of
grant or earlier as a result of death, disability or other termination of employment or consulting service with
MEMC.

Restricted Stock

The Compensation and Nominating Committee may award restricted stock under the plan pursuant to an
award agreement. Restricted stock is an award of MEMC common stock that is subject to restrictions
determined by the Compensation and Nominating Committee, including forfeiture conditions and restrictions
against transfer for a specified period. The restrictions on restricted stock may lapse in installments based on
factors determined by the Compensation and Nominating Committee. In addition, the Compensation and
Nominating Committee has discretion to waive or accelerate the lapsing of restrictions in whole or in part.

Prior to the expiration of the restricted period, a grantee of restricted stock has the right to vote the
restricted stock and, unless otherwise provided in the award agreement, the right to receive cash dividends on
the restricted stock. Any stock dividends on shares of restricted stock will be treated as additional shares under
the restricted stock award and will be subject to the same restrictions and other terms and conditions as the
restricted stock on which the stock dividend was paid.

Restricted stock that is not vested at the time a grantee’s employment or consulting service is terminated
for any reason will be forfeited, unless otherwise specified in the award agreement.

Additional Information
Change in Capitalization

Under the plan, if there is a change in the number of outstanding shares of MEMC common stock by
reason of any stock dividend, recapitalization, merger, consolidation, stock split, combination or exchange of
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shares or other form of reorganization, or any other change involving MEMC common stock, proportionate
adjustments will be made under the plan to reflect the change. Adjustments with respect to the following will
be made as considered appropriate by the Compensation and Nominating Committee to prevent dilution or
enlargement of rights: ’

« The aggregate number of shares of MEMC common stock for which awards may be granted under the
plan

¢ The number of shares of MEMC common stock covered by each outstanding award under the plan and
the price per share for each such award

In the event any of the following events occur, the Compensation and Nominating Committee may in its
discretion exchange or cancel any outstanding award in return for a new award, cash and/or the property
received by holders of MEMC common stock:

+ Dissolution or liquidation of MEMC
» Sale of all or substantially all of MEMC’s assets
» Merger or consolidation involving MEMC where MEMC is not the surviving corporation

» Merger or consolidation involving MEMC where MEMC is the surviving corporation but the holders
of shares of MEMC common stock receive securities of another corporation and/or other property,
including cash

Change in Control

In the event an individual’s employment or consulting service is terminated by MEMC without cause or
by such individual for good reason within two years following a change in control of MEMC, then, uniess the
award agreement otherwise provides or the Compensation and Nominating Committee otherwise determines:

« All outstanding options held by such individual will become fully vested and exercisable

< All restrictions and conditions of all restricted stock awards then outstanding will lapse

Other Terms

Generally, an individual’s rights under the plan may not be assigned or transferred except in the event of
death.

The plan will remain in effect until terminated by the Compensation and Nominating Committee. The
plan will continue thereafter, however, until all awards previously granted under the plan are satisfied or
otherwise terminated. Unless the plan is amended or terminated by the Compensation and Nominating
Committee, no awards may be granted under the plan after December 7, 201 1.

The Compensation and Nominating Committee may in its discretion terminate any option or restricted
share then outstanding without amendment to the plan or the award agreement and pay to the holder thereof:

» With respect to options, an amount equal to the excess of the then fair market value of MEMC
common stock over the exercise price of the options

« With respect to restricted stock, an amount equal to the then fair market value of MEMC common
stock

The Compensation and Nominating Committee may at any time amend, suspend or terminate the plan.
No amendment, suspension or termination, however, may adversely affect a grantee’s rights under any
previously granted award without the consent of the grantee.
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Certain Federal Income Tax Consequences

The following is a summary of certain of the federal income tax consequences to holders of nonqualified
stock options granted under the plan.

Nongualified Stock Options

Although an optionee will not recognize income upon the original grant of a nonqualified stock option, if
an optionee chiooses to exercise his or her option, the optionee will recognize ordinary income in an amount
equal to the difference between the fair market value of the shares of MEMC common stock on the date of
exercise and the aggregate exercise price for such shares. To the extent, and in the year, that an optionee
recognizes income, MEMC may take a deduction. An optionee’s tax basis in the shares received will equal the
fair market value of such shares on the date of exercise.

If an optionee disposes of shares purchased pursuant to a nonqualified stock option, any gain or loss will
be short-term or long-term capital gain or loss, depending upon the period during which the optionee held
such shares. See “Capital Gains and Losses” below. No gain or loss will be recognized on the surrender of the
previously acquired shares. If an optionee surrenders previously acquired shares to pay for a nonqualified stock
option, the excess, if any, of the fair market value of the newly acquired shares over the fair market value of
the surrendered shares will be includable in the optionee’s income.

Capital Gains and Losses

If an optionee holds shares for more than twelve months, upon a subsequent disposition, the optionee will
realize long-term capital gain or loss equal to the difference between the amount the optionee receives upon
such disposition and the optionee’s basis in the shares.

If an optionee disposes of shares twelve months or less after the optionee acquires them, the optionee will
realize short-term capital gain or loss equal to the difference between the amount the optionee receives upon
such disposition and the optionee’s basis in the shares.

To the extent that an optionee recognizes ordinary income, MEMC may take a deduction.
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EQUITY COMPENSATION PLAN INFORMATION

The following table summarizes certain information regarding MEMC securities that have been and may
be issued pursuant to our equity compensation plans as of December 31, 2001.

(a) (b) (<)
N umber of Securities
Remaining Available for
Future Issuance Under

Number of Securities to Weighted-Average f Equity Compensation
be Issued Upon Exercise Exercise Price of Plans (Excluding
of Outstanding Options,  Outstanding Options, - Securities Reflected in
Plan Category Warrants and Rights(1) Warrants and nghts Column (a))(1) .
Equity compensation plans 2,976,180 shares of $13 71 - 3,703,330 shares of
approved by security holders common stock - common stock
Equity compensation plans not 0 shares of common Not applicable 7,000,000 shares of
approved by security holders(2) stock _ common stock
Total 2,976,180 shares of $13.71 10,703,330 shares of
' common stock common stock

(1) Number of shares is subject to adjustment for changes in capitalization for stock splits, stock dividends
and similar events.

(2) All shares are issuable under MEMC’s 2001 Equity Incentive Plan, for Wthh MEMC is seeking
shareholder approval at this meeting.

The MEMC Board of Directors recommends a vote “FOR” the approval of
MEMOC’s 2001 Equity Incentive Plan. ‘
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SHAREHOLDER PROPOSALS FOR 2003 ANNUAL MEETING

Shareholder proposals intended to be presented at our 2003 Annual Shareholders’ Meeting must be
received by us by February 21, 2003 for inclusion in our proxy statement and form of proxy card for that
meeting.

In order for a sharcholder to nominate a candidate for director for election at an annual shareholders’
meeting, under our Restated Certificate of Incorporation, we must receive timely notice of the nomination in
advance of the meeting. Such notice must be given not less than 90 nor more than 120 days prior to the
anniversary date of the immediately preceding annual sharcholders’ meeting. The shareholder filing a notice of
nomination must include information about the nominee, such as name, address, occupation and shares held.

In order for a shareholder to bring other business before an annual shareholders’ meeting, we must
receive timely notice in advance of the meeting. Such notice must be given not less than 90 nor more than
120 days prior to the anniversary date of the immediately preceding annual shareholders’ meeting. The notice
must include a description of the proposed business, the reasons therefor, and other specified matters. These
requirements are separate from and in addition to the requirements a shareholder must meet to have a
proposal included in our proxy statement. Upon receipt of any such proposal, we will determine whether or not
to include such proposal in the proxy statement, form of proxy card and/or annual shareholders’ meeting
agenda under regulations governing the solicitation of proxies. The above time limits also apply in determining
whether notice is timely for purposes of rules adopted by the Securities and Exchange Commission relating to
the exercise of discretionary voting authority.

In each case, the notice must be given to David Fleisher, MEMC’s Secretary, whose address is 501 Pearl
Drive (City of O’Fallon), P. O. Box 8, St. Peters, Missouri 63376.

Any shareholder desiring a copy of our Restated Certificate of Incorporation or Restated By-Laws will be
furnished a copy without charge upon written request to our Secretary.
OTHER MATTERS

The Board of Directors knows of no other matters to be presented for consideration at the 2002 Annual
Shareholders’ Meeting by the Board of Directors or by shareholders who have requested inclusion of proposals
in this proxy statement. If any other matter shall properly come before the meeting, the persons named in the
accompanying proxy card intend to vote on such matters in accordance with their judgment.

June 21, 2002
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CORPORATE OFFICE FINANCIAL INFORMATION

MEMC Electronic Materials, Inc.
501 Pearl Drive (City of O'Fallon)
St. Peters, Missouri 63376

(636) 474-5000

TRANSFER AGENT AND REGISTRAR
Computershare Investor Services, L.L.C.

MEMC maintains a home page on the Internet
at www.memc.com where we publish informa-
tion, including earnings releases, other news
releases, significant corporate disclosures and

the names of securities analysts who issue
research on MEMC.

2 North LaSalle Street INDEPENDENT AUDITORS

P. O. Box A3504
Chicago, lllinois 60690-3504
(312) 360-5433

www.computershare.com

INVESTOR

STOCKHOLDER INQUIRIES

Inquiries regarding address corections, lost cer-

tificates, changes of registration, stock certificate

holdings and other stockholder account matters

should be directed to MEMC's transfer agent,

Computershare Investor Services, L.L.C., at the

address or phone number above.

COMMON STOCK LISTING
MEMC's common stock is fraded on the New
York Stock Exchange under the symbol "WFR”.

KPMG LLP
10 South Broadway, Suite 900
St. Llouis, Missouri 63102

RELATIONS

Stockholders, securities analysts, invesiment pro-
fessionals and prospective invesfors should
direct their inquiries fo:

MEMC Electronic Materials, Inc.

Investor Relations Department

501 Pearl Drive (City of O'Fallon)

St. Peters, Missouri 63376

Tel: (636) 474-5443

Fax: (636) 474-5158

E-mail: invest@memc.com

On December 31, 2001, the last business day MANUFACTURING FACILITIES

of the year, the Company had 479 stockholders
of record.

FORM 10K
Stockholders may obtain a copy of MEMC's
Annual Report on Form 10K and related finan-
cial statement schedules for the year ended
December 31, 2001, filed with the Securities
and Exchange Commission, by writing MEMC's
Investor Relations Department or by calling
[636) 474-5443.

MEMC

Chenan, South Kerea
Hsinchu, Taiwan

Kuala Lumpur, Malaysia
Merano, ltaly

Novara, ltaly
Pasadena, Texas
Sherman, Texas

St. Peters, Missouri
Utsunomiya, Japan
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