Year report 2005/2006 HOLLAND COLOURS
· 20% better net profit (after correction restructuring)

· 27% better operating profit (before correction restructuring)

· Turnover growth in focus markets 9%.

In the financial year 2005/2006, ending at March 31, a net result of € 2.0 million was achieved, 20% above the result of 2004/05 (€ 1.7 million). This after correction of the restructuring charge of € 0.6 million before tax, which was applied to the 2004/05 result according to Dutch GAAP, but IFRS rules require these costs be charged to the financial year 2005/2006. Excluding restructuring the net result would have been € 2.4 million, an improvement of 42%.

This result was achieved at a 6% higher turnover, with a better gross margin. The turnover growth, in the first half 3%, increased in the second half to 9%. The percentage gross margin increased due to a different product mix and better margins in pigments almost by one percent point. The operating costs excluding the restructuring charges increased 5%, especially in personnel costs and energy. The operating result amounted before the restructuring charge of € 4.5 million, an improvement of 27% versus 2004/2005. After restructuring the operating result amounted to € 3.9 million (+ 11%). Interest charges were a bit lower as well as the tax burden.

The working capital stocks increased mainly as a result of increased raw material costs. Debtors increased due to the higher turnover in the second half.

Turnover in the focus markets increased 9%. A strong development was realized in the Packaging market, at a stable picture in Silicones/Elastomers, and a small increase in the Building and Construction market. The turnover in Pigments decreased by 20%, but thanks to the carried through price increases margins improved considerably. By geographic location sales in Europe increased 6%, the division Americas grew 9%, and the turnover in Asia decreased by 16%, due to the loss of the (non-profitable) pigment sales. Sales of new products amounted to 14%; sales of Holcoprill increased strongly. The turnover in specialties grew 6%.

The division Americas had a strong year, whereas also the results in the division Asia and in the Hungarian pigment-unit improved. Also excluding the restructuring charges the division Europe had a weak first half year. This could not completely be made up for in the second half. 

Investments amounted to € 3.0 million. This mainly concerned production installations in the new factory in the USA. 
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These annual figures are the first made up according to IFRS. The notes to the figures give more information.

A (cash) dividend of € 1.60 (2004/2005: € 1.00) is proposed. 

Basic principles for 2006/2007

The growth in turnover and profit achieved in the past year create confidence for the new year. Furthermore, the division Europe will be able to take advantage of the anticipated upturn in the various European economics. We also, in local currency, anticipate ongoing growth in turnover and profit in the division Americas and division Asia. The Hungarian pigment plant will continue to operate in uncertain and difficult market conditions in the new financial year. Amongst others, uncertainty in the raw material market (oil and metals) and the exchange rate development of the US dollar remain risk factors.

The coming year will also be characterized by the change in management, now the president of the company Mr. G.H. de Heer, has decided to leave Holland Colours. It is expected that his successor in the General Meeting of Shareholders of June 28 next will be introduced and proposed.

The Annual report will be published June 13 next.

The General Meeting of Shareholders will be held at June 28 next, at 13.30 hour at the office of the company.

Apeldoorn, May 24, 2006


Year report 2005/2006 HOLLAND COLOURS
	Consolidated profit and loss account
	
	
	

	Based on IFRS
	
	
	

	x € 1,000
	
	
	

	
	 01-04-2005 
	
	 01-04-2004 

	
	up till
	
	up till

	
	 31-03-2006 
	
	 31-03-2005 

	
	
	
	

	Turnover
	            62,582 
	
	            59,187 

	Gross operating profit
	            30,073 
	
	            27,909 

	
	
	
	

	Operating costs
	            25,595 
	
	            24,390 

	Extraordinary costs
	                 575 
	
	                     -   

	Operating profit
	              3,903
	
	                 3,519 

	
	
	
	

	Financial charges
	                 728 
	
	                 758 

	Taxation
	                 1,177 
	
	                 1,091 

	Net profit
	              1,998 
	
	 1,670 

	
	
	
	

	
	
	
	

	Attributable to:
	
	
	

	Shareholders
	1,998
	 
	1,677

	Third party interests
	-
	
	(7)

	
	1,998
	
	1,670

	
	
	
	

	Average number of shares issued
	860,351
	
	         860,351 

	
	
	
	

	Net profit per share
	                2.32 
	
	                1.95 


	Consolidated statement of changes in Equity

	x € 1,000
	
	
	
	

	
	Share
	Reserves
	Minority
	Total

	
	capital
	
	interest
	

	
	
	
	
	

	
	
	
	
	

	Opening balance March 31, 2004
	3,172 
	         17,733 
	         (34)
	20,871

	
	
	
	
	

	Dividend paid
	
	(1,204)
	
	(1,204)

	Exchange rate differences
	               
	(489) 
	
	(489)

	Capital extensions third party interests
	
	
	75
	75

	Net profit 2004/2005
	
	1,677
	(7)
	1,670

	Closing balance March 31, 2005
	3,172
	17,717
	34
	20,923

	
	
	
	
	

	Application of IAS 32 / 39
	
	26
	
	26

	
	
	
	
	

	Opening balance April 1, 2005
	3,172
	17,743
	34
	20,949

	
	
	
	
	

	Dividend paid
	
	(860)
	
	(860)

	Exchange rate differences
	
	390
	
	390

	Cash flow hedge, net of tax
	
	14
	
	14

	Net profit 2005/2006
	
	1,998
	-
	1,998

	Closing balance March 31, 2006
	3,172
	19,285
	34
	22,491

	
	
	
	
	



	Consolidated balance sheet
	
	

	Based on IFRS
	
	
	

	x € 1,000
	
	
	

	
	31-03-2006
	
	31-03-2005

	Fixed assets
	
	
	

	Intangible fixed assets
	              943 
	
	              800 

	Tangible fixed assets
	        21,892 
	
	        21,983 

	Deferred income tax assets
	871
	
	752

	Other receivables 
	              590
	 
	              595 

	
	
	
	

	Total fixed assets
	        24,296 
	
	        24,130 

	
	
	
	

	Current assets
	
	
	

	Inventory
	          9,375 
	
	          8,260 

	Receivables
	        11,455 
	
	        11,332 

	Cash and cash equivalents
	          2,346 
	 
	              788 

	
	
	
	

	Total current assets
	        23,176 
	
	        20,380 

	
	
	
	

	Total assets
	        47,472 
	
	        44,510 

	
	
	
	

	Equity
	
	
	

	Group equity
	        22,491 
	
	        20,923 

	
	
	
	

	Liabilities
	
	
	

	Long-term liabilities
	        9,111 
	
	          8,055 

	Pension provision
	          1,885 
	
	          1,868 

	Deferred income tax liabilities
	              281 
	
	              268 

	Short-term liabilities
	        13,704 
	 
	        13,396 

	
	
	
	

	Total equity and liabilities
	        47,472 
	
	        44,510 

	
	
	
	



	Consolidated statements of cash flows
	
	
	

	Based on IFRS
	
	
	

	x € 1,000
	
	
	

	
	01-04-2005
	
	01-04-2004

	
	up till
	
	up till

	
	 31-03-2006 
	
	 31-03-2005 

	
	
	
	

	Operating result
	          3,903 
	
	   3,512 

	
	
	
	

	Depreciation
	          3,073 
	
	          3,040

	Financial instruments
	 (63) 
	
	-

	Exchange rate differences
	301
	
	(517)

	Changes in working capital
	(259)
	
	 (1,291) 

	Cash flow from operating activities
	 6,955 
	
	4,744 

	
	
	
	

	Paid income tax and interest
	(2,596)
	
	(1,479)

	Cash flow form business activities
	4,359
	
	3,265

	
	
	
	

	Received interest
	7
	
	24

	(Des)investments
	(2,818)
	
	(4,057)

	Cash flow from investing activities
	(2,811)
	
	(4,033) 

	
	
	
	

	Payment of dividend
	(860) 
	
	(1,204)   

	Proceeds from borrowings of long term liabilities
	          3,313 
	
	                 -   

	Redemption payments
	(1,754) 
	
	(1,668) 

	Cash flow from financing activities
	699
	
	(2,872)

	
	
	
	

	Net cash flow
	          2,247 
	
	(3,640) 



	Segment reporting
	
	
	
	
	

	
	
	
	
	
	

	Segments 2005/2006
	
	
	
	
	

	x € 1,000
	
	North
	
	
	

	
	
	And
	
	
	

	
	Europe
	South
	Asia
	Other
	Total

	
	Incl. Africa and
	America
	
	
	

	
	Middle East
	
	
	
	

	Turnover
	36,428
	22,457
	3,697
	
	62,582

	Inter segmental transactions
	946
	174
	40
	
	1,160

	Turnover including
	37,374
	22,631
	3,737
	
	63,742

	inter segmental transactions
	
	
	
	
	

	Operating profit
	1,010
	2,426
	305
	162
	3,903

	Assets
	26,321
	14,453
	2,929
	8,884
	47,409

	Liabilities
	13,596
	4,809
	571
	10,867
	24,919

	Investments
	1,151
	1,309
	71
	441
	2,972

	Depreciation
	1,750
	693
	132
	499
	3,073

	Average number of employees
	227
	99
	83
	26
	435

	
	
	
	
	
	

	
	Focus 
	Specialties
	Pigments
	Total
	

	
	markets 
	
	
	
	

	
	
	
	
	
	

	Turnover
	44,914
	12,811
	4,857
	62,582
	

	
	
	
	
	
	

	
	
	
	
	
	

	Segments 2004/2005
	
	
	
	
	

	x € 1,.000
	
	North
	
	
	

	
	
	And
	
	
	

	
	Europe
	South
	Asia
	Other
	Total

	
	Incl. Africa and
	America
	
	
	

	
	Middle East
	
	
	
	

	Turnover
	34,236
	20,564
	4,387
	
	59,187

	Inter segmental transactions
	2,021
	79
	37
	
	2,137

	Turnover including
	36,257
	20,643
	4,424
	
	61,324

	inter segmental transactions
	
	
	
	
	

	Operating profit
	1,503
	2,026
	110
	(120)
	3,519

	Assets
	26,294
	12,594
	2,806
	7,456
	44,510

	Liabilities
	13,747
	4,806
	771
	9,433
	23,587

	Investments
	1,375
	2,098
	220
	559
	4,252

	Depreciation
	1,804
	624
	149
	462
	3,039

	Average number of employees
	227
	94
	85
	25
	431

	
	
	
	
	
	

	
	Focus 
	Specialties
	Pigments
	Total
	

	
	markets 
	
	
	
	

	
	
	
	
	
	

	Turnover
	41,029
	12,102
	6,056
	59,187
	

	
	
	
	
	
	


The prices for transactions between the segments are determined on arm’s length basis.

Explanatory notes


Summary of significant accounting policies

Introduction 

Until March 31, 2005 Holland Colours NV published its results on basis of the, in the Netherlands general accepted, accounting principles (Dutch GAAP). As from April 1, 2005 the consolidated financial statements are prepared in accordance with the International Financial Reporting Standards (IFRS).

In addition to the obligatory exceptions to the retroactive adjustments of IFRS for financial instruments, hedge accounting and estimates, Holland Colours makes use of the following optional exemptions for its opening balance sheet, according to IFRS 1:

· Cumulative translation differences on foreign participations have been set at zero in the IFRS opening balance sheet.

· Cumulative actuarial differences in the valuation of the pension schemes have been fully included in the pension provisions on April 1, 2004.

Based upon the current applicable standards and interpretations the following topics have an impact on the shareholder’s equity and results of Holland Colours.

· Intangible assets

· Financial instruments

· Pension obligations and employee benefits 

· Exchange rate differences loans

· Reorganisation charges 2004/2005

All amounts mentioned are in thousands of Euro unless otherwise stated.

Intangible fixed assets

In conformance with IAS 38 internal generated intangible fixed assets, mostly product development costs, are capitalised as from this financial year. Capitalisation only takes place if the specific requirements are met. Results arising from impairment assessments will be transferred to the income statement. Development costs are amortised over their estimated useful lives, not exceeding five years.

Financial instruments

To reduce interest and foreign currency risks financial instruments are used within Holland Colours. The standards IAS 32 and IAS 39 ‘Financial Instruments’ may be applied as of January 1, 2005. Holland Colours applies these standards as of April 1, 2005. Cash flow hedging is applied on interest rate contracts. As a result of applying IAS 39, a cash-flow hedge reserve has been taken up within the equity. This reserve has been reduced by the deferred tax due on the balance. IAS 39 will not be applied on the comparative figures over the financial year 2004/2005, in line with the optional exemption in IFRS 1.

Retirement benefit obligations and other employee benefits

Holland Colours has a number of pension plans in accordance with local conditions and practices. The pension plan for employees in the Netherlands comprised of a pre-pension next to an old-age pension. In the transition arrangement for the pre-pension a conditional financing of the past years of service of the participants per January 1, 2002 was agreed upon. According to IAS 19, both arrangements were regarded as a Defined Benefit. As result of the termination of the pre-pension plan (including the transition regulation) for the employees in the Netherlands per January 1, 2006, is the original agreed upon conditional financing of past service years converted into an also conditional annual payment to the same amount. Total obligation arising from this Defined Benefit amounts to a € 1.4 million higher amount in the IFRS opening balance than according to Dutch-GAAP. 

Based on IAS 19 the liabilities for future jubilee payments are included in the balance sheet and profit and loss account. This has a limited effect on the equity and profit.

Exchange differences loans

According to IAS 21 the majority of the loans given to subsidiaries of the Holland Colours Group do not qualify any longer as an extension of the net investment in such an entity. As a result of which exchange rate differences arising from these loans are charged to the profit and loss statement. 

Reorganisation charges

As a result of the reorganisation of the Division Europe, which took place in the period between ending of the financial year 2004/2005 and completion of the annual report over the same year, a provision was made at that moment, in line with Dutch GAAP, of net € 375 for the expected reorganisation charges which was charged to the income statement of 2004/2005. According to IFRS such a reorganisation charge can be only recognised in the income statement when the main features of the plan are published and the implementation started before the end of a financial year. Consequently, as a result of the application of IFRS per April 1, 2005 the provision retrospectively increased the 2004/2005 results and was charged to the 2005/2006 income statement 


Equity

The adjustments to the equity to comply with IFRS are as follows:

	x € 1,000
	
	

	
	 31-03-2004 
	 31-03-2005 

	
	
	

	Equity based on Dutch-GAAP
	         21,726 
	         21,298 

	
	
	

	Intangible fixed assets
	               140 
	               188 

	Pension obligations
	(1,423) 
	(1,321) 

	Reorganisation charges
	
	575

	Tax effect 
	                   428   
	 183 

	Total nett effect
	(855) 
	(375) 

	
	
	

	Equity based on  IFRS
	         20,871 
	         20,923 


Profit and loss account 

The adjustments to the profit and loss account to comply with IFRS are as follows:

	x € 1,000
	

	
	 31-03-2005 

	
	

	Net profit based on Dutch-GAAP
	1,303

	
	

	Intangible fixed assets
	48

	Pension obligations
	(116)

	Adjustment reorganisation charges
	575

	Exchange rate differences
	105

	Tax effect 
	(238)

	Presentation third party interests
	(7)

	Totaal netto effect
	367

	
	

	Net profit based on IFRS
	1,670


Profile

Holland Colours NV was founded in 1979 in Apeldoorn, the Netherlands and is active in the business-to-business market of colouring systems for plastics. Continuity in the interests of all stakeholders is the principal objective of the company. Holland Colours has a strong corporate culture, characterised by entrepreneurship, respect and social involvement. The company is listed at Euronext NV in Amsterdam. All the employees are indirect shareholders.

Holland Colours strives to occupy a leading global market position in a selected number of markets, so-called focus markets, based on innovative technology and service. Holland Colours is currently active via ten locations of its own and a network of agents. Roughly 90% of the total group production is achieved via four principal production locations in the Netherlands, USA, Hungary and Indonesia.

The company is organised into three divisions: Europe, including Africa/Middle-East (58% of the group turnover), Americas (36%) and Asia (6%).

Holland Colours does business with over 2000 – frequently multinational – clients in over seventy countries. In this way, colouring of over two million tons of plastic products was achieved over the past year. The three focus markets for Holland Colours are:

· Plastic building and construction materials

· Plastic packaging

· Silicones/elastomers

The corporate objectives are:

1. Growth in turnover in the focus markets by 5 to 10% per year; 

2. Return on investment (ROI) of at least 10%;

3. Growth in the profit per share.

In the financial year 2005/2006, a turnover of € 63 million was realised with on average 435 employees. 

Important dates:

The General Meeting of Shareholders will be held at June 28, 2006 at 13.30 hours at the company offices

Publication of the half-year figures 2006/2007 will take place at November 3, 2006.

HOLLAND COLOURS NV

PO Box 720  |  7300 AS Apeldoorn  |  The Netherlands

T +31 (0)55 368 0700  |  F +31 (0)55 366 29 81

info@hollandcolours.com
www.hollandcolours.com
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