
HOLLAND COLOURS

DESPITE TURNOVER INCREASE TO € 60.2 MILLION

Lower net result due to closure of pigments factory and weak first half year
The net result of Holland Colours, including the discontinued operations of the pigments factory in Hungary amounted to € 0.8 million (2006/2007: € 1.9 million).
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Key figures from continuing operations:

· Turnover € 60.2 million (+ 2.2%)

· Turnover growth in the focus markets of 1%

· Operating result of € 3.0 million (-28%)

· Net result of € 1.4 million (-32%)

· Return (EBIT) on average invested capital (ROI) of 8.4% (2006/2007: 10.4%)

· Earnings per share € 1.57 (2006/2007: € 2.31)

The consolidated turnover of Holland Colours rose this year 2.2% to € 60.2 million. In the previous year turnover grew 2.0%. The underlying increase, without the effect of the weaker US dollar, was 5.3% compared to 5.2% in the previous year. The focus markets, Building & Construction, Packaging and Silicones & Elastomers, showed a combined growth of 1.0% (2006/2007: 1.6%). Without the effect of the dollar, this was a growth of 3.9% (2006/2007: 5.0%). The turnover of the pigment operations discontinued in 2007/2008 is not included in these figures.
Geographically, turnover development showed a highly diverse picture. In Europe, turnover rose 7%, mainly due to strong growth in Building & Construction. Turnover in the Americas division fell 11% due to the weaker dollar (9%) and the lingering crisis in the US housing market. Higher turnover in Silicones & Elastomers and increased trading in pigments were responsible for the strong growth in Asia.
The net result from continuing operations came to € 1.4 million, a decrease of 32% compared with 2006/2007 (€ 2.0 million). The decline took mainly place in the first six months due to poor efficiency in Europe and the United States, as well as the costs of starting up the Lean improvement programme. The disappointing level of efficiency resulted in a lower gross margin in the first six months. The result in the second six months was in line with the corresponding period in the previous year. The total net result, including the negative result of the discontinued operations, amounted to € 0.8 million (2006/2007: € 1.9 million).
Closure of pigments factory in Hungary

In 2007/2008 Holland Colours closed its pigments factory in Hungary due to rising costs of lead, declining demand and increasing competition. The net result of these pigment operations was a negative € 0.6 million, and consisted out of costs for depreciation of production machinery, severance payments, consultancy costs and the costs of decommissioning and removing the machines, as well as the operating result.
Increase of result still insufficient in second half year

In the second half year turnover was lower than in the same period last year. However, the gross margin showed an improvement against the first half year and also against the comparable period last year. The higher efficiency, in other words a higher output per machine and lower usage of raw materials,  can partially be attributed to the Lean improvement programme. Part of the improvement was eliminated by increasing raw material costs that could not yet be passed through to the market. In addition, anticipating on further growth in Europe and in connection to the closing of the pigments factory, some over capacity in personnel was in place. 

Lean programme starts to pay off

The Lean programme introduced in Apeldoorn led to substantial costs totalling € 0.4 million, which were mainly incurred in the first six months. Most of these costs were related to consultancy and guidance. The first results were visible in the second half of the year in Europe, and in the United States as well. Significant improvements were achieved with regard to delivery times and reliability of delivery. Delivery times increased sharply in the summer of the reporting year, mainly in Europe, and were also often not achieved. Delivery times are now substantially shorter, and delivery reliability is good. Cost savings are another important objective of the Lean programme. A large number of sub-projects were defined with substantial cost saving potential. The first results appeared in the second six months: increased availability of machines and less waste have generated efficiency benefits. Further savings are expected in the coming financial year. Next to this the Lean efforts will lead to a reduction in working capital, at increasing turnover.

Other financial information

Total operating costs came to € 25.2 million, an increase of € 1.0 million compared to the previous year. The majority of the increase, € 0.8 million, occurred in the first six months. Financing expenses rose € 0.1 million due to higher interest rates and an increased debt burden. 
Investments in 2007/2008 amounted to € 3.4 million (2006/2007: € 3.6 million), with depreciation of € 2.9 million (2006/2007: € 3.0 million). Some of the large projects were: the expansion of the production capacity in Hungary, the expansion of the distribution/sales office in Jakarta Indonesia through the purchase of adjacent premises, and the purchase of land adjoining the production site in Surabaya Indonesia. These projects will enable the expected growth in coming years. These investments were partially financed with new loans.
The working capital increased from € 11.9 million to € 12.3 million in the reporting year. This increase is explained by the increase in inventories of € 0.4 million. The decrease in trade and other receivables was compensated by the decrease in trade and other liabilities. The higher inventory is temporary in nature. In anticipation of the closure of the pigments factory in Hungary, extra inventories of pigments were accumulated for captive use. There were also more raw materials in stock than usual on the balance-sheet date in relation to already announced price increases and the temporary closure of factories in China before and during the Olympic Games in Beijing. The Lean projects will lead to a further decline in inventory during the coming financial year.
Mainly as a result of lower net profit, the cash flow (net profit plus depreciation) fell 21% from € 5.1 million to € 4.0 million. The operating cash flow fell 63% from € 6.2 million to € 2.3 million, mostly due to the lower net profit, the increase in working capital and negative exchange-rate movements.
The solvency ratio decreased to 44.2% (2006/2007: 48.1%) partly caused by negative translation results due to the weak American dollar. The return of the continuing operations on the average invested capital came to 8.4% compared to 10.4% in 2006/2007.
Strategy

Holland Colours reviewed its strategy in the past year. Market analysis confirms that the three focus markets of Holland colours have the potential for an autonomous growth of 5 to 10% annually, provided that innovation is continued. Although implementation will require some time, sufficient possibilities for increasing efficiency have been defined by focusing sharply on operational improvements. The conclusion is to maintain the growth target and to raise the return target to a ROI of 15% as from the 2010/2011 financial year.
Closure of our Pigment operations and the set-up of substantial production capacity in Hungary are the first concrete results of this strategy update. In addition, the organisation has been strengthened in crucial marketing, research & technology and finance positions. The innovation pipeline is filling up, and the improvement programmes have been started.
Dividend proposal

The net result per share is € 0.92, compared with € 2.23 in the previous year. Without the effect of the discontinued operations, the net result per share is € 1.57. On the basis of the company’s dividend policy, it will be proposed to the General Meeting of Shareholders that a dividend of € 1.00 per share be distributed in cash (2006/2007: € 1.40). The pay-out ratio on the basis of the continuing operations is thereby in line with that in previous years.
Outlook for 2008/2009

Barring contingencies, Holland Colours anticipates a year of increasing turnover and earnings. 
Despite the uncertain economic situation as a result of the crisis in the financial and housing markets, Holland Colours expects turnover in Building & Construction to remain stable. The increasing popularity of Holcoprill in the market for PVC profiles is making an important contribution. Growth will be lower in the Building & Construction market in Europe than in previous years, while in the United States a decrease is expected.

In Packaging, Holland Colours forecasts rising turnover, due especially to healthy developments in Europe and Asia. Further growth is also expected for Silicones & Elastomers, driven by Asia and America.
Operational efficiency campaigns will continue unabated. The Lean programmes initiated last year should lead to cost savings and healthier gross margins compared to the previous financial year. Furthermore, these programmes should also result in lower working capital.
Depreciation is likely to exceed investment, allowing the latter to be fully financed from the cash flow. Staff numbers will rise slightly.
The annual report will be published on Thursday June 19.

The General Meeting of Shareholders will be held at the company’s offices on July 7 at 13:30h.

Apeldoorn, June 2, 2008


Annual report 2007/2008 HOLLAND COLOURS
	Consolidated income statement
	
	
	

	Based on IFRS
	
	
	

	x € 1,000
	
	
	

	
	 01-04-2007 
	
	 01-04-2006 

	
	to
	
	to

	
	 31-03-2008
	
	 31-03-2007 

	Continued operations
	
	
	

	Turnover
	60,176
	
	58,915

	Gross operating result
	28,248
	
	28,126

	Operating costs
	25,243
	
	24,290

	
	
	
	

	Operating result
	3,005
	
	3,836

	
	
	
	

	Finance costs
	921
	
	793

	Income tax expenses
	733
	
	1,058

	Net result from continued
	
	
	 

	operations
	1,351
	
	1,985

	
	
	
	

	Net result from discontinued
	
	
	

	operations
	(555)
	
	(67)

	Total net result
	796
	
	1,918

	
	
	
	

	Attributable to:
	
	
	

	Shareholders
	788
	 
	1,912

	Third party interests
	8
	
	6

	
	796
	
	1,918

	
	
	
	

	Average number of shares issued
	860,351
	
	860,351

	
	
	
	

	Net profit per share in Euro
	         
	
	

	- from continued operations
	1.57
	
	2.31

	- from discontinued operations
	(0.65)
	
	(0.08)

	Total net profit per share
	0.92
	
	2.23

	
	
	
	



	Consolidated balance sheet
	
	

	Based on IFRS
	
	
	

	x € 1,000
	
	
	

	
	31-03-2008
	
	31-03-2007

	Non-current Assets
	
	
	

	Tangible fixed assets
	    20,381 
	
	    21,513 

	Intangible fixed assets
	       945 
	
	       1,084 

	Derivative financial instruments
	-
	
	75


	Deferred tax assets
	738
	
	688

	Other long-term assets
	       360
	 
	       454

	Total non-current assets
	22,424
	
	    23,814 

	
	
	
	

	Current Assets
	
	
	

	Inventories
	10,017
	
	     9,593 

	Receivables
	10,496
	
	    11,040 

	Cash and cash equivalents
	936
	 
	     1,995 

	Total current assets
	21,449
	
	    22,628 

	
	
	
	

	Assets from discontinued operations
	442
	
	-

	Total assets
	44,315
	
	    46,442 

	
	
	
	

	Equity
	
	
	

	Total equity
	19,608
	
	22,353

	
	
	
	

	Liabilities
	
	
	

	Long-term liabilities
	7,059
	
	5,687 

	Employee benefit obligations
	1,526
	
	1,621 

	Deferred tax liabilities
	139
	
	207 

	Derivative financial instruments
	102
	
	-

	
	
	
	

	Current liabilities
	15,749
	 
	16,574 

	
	
	
	

	Liabilities relating to 
	
	
	

	discontinued operations
	132
	
	-

	
	
	
	

	Total equity and liabilities
	44,315
	
	    46,442 

	
	
	
	



	          Consolidated statement of cash flows
	
	
	

	including discontinued operations
	
	
	

	Based on IFRS
	
	
	

	X € 1,000
	
	
	

	
	
	
	

	
	01-04-2007
	
	01-04-2006

	
	to
	
	to

	
	 31-03-2008
	
	 31-03-2007 

	
	
	
	

	Operating result
	2,456
	
	3,835 

	
	
	
	

	Depreciation including extraordinary value
	3,192
	
	     3,156 

	impairment
	
	
	

	Financial instruments
	176
	
	(12) 

	Exchange rate differences
	(1,105)
	
	(365)

	Movement in operating capital
	(817)
	
	1,147 

	Cash flow from operating activities
	3,902
	
	7,761 

	
	
	
	

	Tax paid on profit and interest
	(1,612)
	
	(1,552)

	Cash flow from business activities
	2,290
	
	6,209

	
	
	
	

	Received interest
	33
	
	34

	Divestments/investments
	(3,286)
	
	(3,468)

	Cash flow from investing activities
	(3,253)
	
	(3,434)

	
	
	
	

	Dividend paid
	(1,204)
	
	(1,377) 

	Draw down of loans
	4,027
	
	- 

	Repayment of loans
	(3,112)
	
	(2,640) 

	Cash flow from financing activities
	(289)
	
	(4,017)

	
	
	
	

	Movement in cash and credit institutions
	(1,252)
	
	     (1,242) 



	Statement of changes in equity
	
	
	
	

	x € 1,000
	
	
	
	

	
	Share
	Reserves
	Third party
	Total

	
	capital
	
	interests
	

	
	
	
	
	

	Situation as of 1 April 2006
	3,172
	19,285
	34
	22,491

	
	
	
	
	

	Dividend
	
	(1,377)
	
	(1,377)

	Currency conversion
	        
	(687)
	(4)
	(691)

	Cash flow hedge, net of tax
	
	12
	
	12

	Net profit
	
	1,912
	6
	1,918

	Situation as of 31 March 2007
	3,172
	19,145
	36
	22,353

	
	
	
	
	

	Situation as of 1 April 2007
	3,172
	19,145
	36
	22,353

	
	
	
	
	

	Dividend
	
	(1,204)
	
	(1,204)

	Currency conversion
	
	(2,230)
	
	(2,230)

	Cash flow hedge, net of tax
	
	(107)
	
	(107)

	Net profit
	
	788
	8
	796

	Situation as of 31 March 2008
	3,172
	16,392
	44
	19,608

	
	
	
	
	


Notes
Accounting principles

General

Holland Colours NV publishes its figures on the basis of the International Financial Reporting Standards (IFRS). With effect from this reporting year, IFRS 7 (Financial instruments: disclosure) applies. The application of this standard has no material effect on the annual financial statements, apart from more extensive disclosures.
Disclaimer

This press release is based on the annual financial statements prepared by the Board of Management and contains only a part of these statements. The annual financial statements will be presented to the General Meeting of Shareholders for adoption on July 7 2008. The financial statements have therefore not yet been published in accordance with statutory provision. The auditor has issued an auditor’s statement of approval for the annual financial statements that have been prepared.

	Segment information
	
	
	
	
	

	Continued operations
	
	
	
	
	

	
	
	
	
	
	

	Segments 2007/2008
	
	
	
	
	

	X € 1,000
	
	North
	
	
	

	
	
	and South
	
	
	

	
	Europe
	America
	Asia
	Other
	Total

	
	including Africa
	
	
	
	

	
	and Middle East
	
	
	
	

	Turnover
	37,779
	17,629
	4,768
	
	60,176

	Inter segmental transactions
	813
	101
	221
	
	1,135

	Sales including inter segmental
	38,592
	17,730
	4,989
	
	61,311

	transactions
	
	
	
	
	

	Operating result
	1,339
	604
	515
	547
	3,005

	Assets
	25,619
	11,388
	3,933
	2,747
	43,687

	Liabilities
	12,549
	3,205
	1,579
	7,044
	24,377

	Investment
	2,142
	515
	507
	204
	3,368

	Depreciation
	1,506
	691
	118
	598
	2,913

	Average number of employees
	222
	102
	96
	25
	445

	in FTE
	
	
	
	
	

	
	
	
	
	
	

	
	Focus 
	Specialties
	Total
	
	

	
	 markets
	
	
	
	

	Turnover
	49,950
	10,226
	60,176
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Segments 2006/2007
	
	
	
	
	

	X € 1,000
	
	North
	
	
	

	
	
	and South
	
	
	

	
	Europe
	America
	Asia
	Other
	Total

	
	including Africa
	
	
	
	

	
	and Middle East
	
	
	
	

	Turnover
	35,426
	19,848
	3,641
	
	58,915

	Inter segmental transactions
	363
	30
	46
	
	439

	Sales including inter segmental
	35,789
	19,878
	3,687
	
	59,354

	transactions
	
	
	
	
	

	Operating result
	1,835
	1,298
	302
	401
	3,836

	Assets
	24,047
	12,922
	2,840
	3,165
	42,974

	Liabilities
	9,179
	3,452
	435
	8,212
	21,278

	Investment
	1,394
	1,320
	143
	763
	3,620

	Depreciation
	1,583
	716
	130
	615
	3,044

	Average number of employees
	181
	99
	81
	25
	386

	in FTE
	
	
	
	
	

	
	
	
	
	
	

	
	Focus 
	Specialties
	Total
	
	

	
	markets
	
	
	
	

	Turnover
	49,433
	9,482
	58,915
	
	

	
	
	
	
	
	


Transactions between companies forming part of different segments are concluded at ‘arm’s-length’ basis.

HOLLAND COLOURS
Profile

· Approximately 450 employees;
· 2,000 customers in 80 countries;
· 10 locations;
· Worldwide network of agents;
· Each employee is shareholder.
Holland Colours NV is an independent Dutch company with offices in the United States, Europe and Asia. The company was founded in 1979 and has been listed on the NYSE Euronext Amsterdam Stock Exchange since 1989. Holland Colours makes products for colouring plastics, the main products being Holcobatch and Holcoprill. Both these products have the advantage of being free flowing, dust-free, and easy to dose. Furthermore, Holland Colours makes pastes for colouring silicones, elastomers, PET packaging and other applications.
Holland Colours concentrates worldwide on three focus markets:

· Building & Construction (especially PVC applications);

· Packaging (especially PET applications);

· Silicones & Elastomers. 
More than 80% of turnover is realised in these three markets.

Virtually the entire production is generated by our four principal plants in the Netherlands, Hungary, the United States and Indonesia. The new production site in China is growing fast.
Holland Colours is organised in three regional divisions that operate as profit centres in their specific region: Europe (including the Middle East and Africa), North and South America and Asia.
Turnover is distributed between Europe (60%), North and South America (30%) and Asia (10%).

The corporate objectives are:

· Growth in turnover in the focus markets by 5 to 10% per year;
· Return (EBIT) on average invested capital (ROI) of at least 15% from the 2010/2011 financial year;
· Growth in earnings per share.
Important dates:

July 7, 2008
General Meeting of Shareholders at 13:30h at the offices  
of the company

July 9, 2008
Ex-dividend quotation
July 11, 2008
Record date (after stock-exchange close)
July 18, 2008
Dividend available for payment
October 30, 2008
Publication of the 2008/2009 half-yearly figures
HOLLAND COLOURS NV
PO Box 720 | 7300 AS Apeldoorn | The Netherlands

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

ir@hollandcolours.com
www.hollandcolours.com
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