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Our mission is to develop and offer intelligent, customer-
tailored solutions and quality products, which enhance
appearance and prolong usability.

From the Mission Statement of the Helios Group
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1. Key data on operations
Helios Group

Achieved 2006 Achieved 2005 Index 06/05
Net sales revenues in 000 SIT /in 000 EUR ~ 62.143.731 259.364 55.019.554 229.593 113
Operating revenues in 000 SIT /in 000 EUR  62.948.805 262.725 55.419.875 231.263 114
EBITDA = Operating profit before amortisation in 000 SIT / in 000 EUR 5.777.852 24.115 5.097.755  21.273 113
Profit from ordinary activities in 000 SIT / in 000 EUR 3.801.966 15.868 3.420.929 14.275 111
Net profit for the year in 000 SIT / in 000 EUR 3.171.144  13.235 2.995.466  12.500 106
Added value " in 000 SIT /in 000 EUR  15.495.235 64.671 13.904.438  58.022 111
Capital in 000 SIT /in 000 EUR  30.405.632 126.902 27.518.899 114.834 110
Average number of employees 2080 1816 115
Operating profit from sales revenues in % 6,1% 6,2%
Net profit from sales revenues in % 51% 5,4%
Net profit from operating revenues in % 5,0% 5,4%
Net return on equity in % 11,6% 12,0%
Net sales revenues per employee in SIT / in EUR 29.879.811 124707 30.292.274 126.407 99
Added value per employee in SIT /in EUR 7.450.384  31.095 7.655.406 31.945 97
Sales in tons 142.968 127.438 112

U Added value = (Operating revenues +/- the change in value of inventories) - Costs of materials, goods and services - Other operating expenses

(long-term provisions, other operating costs).

HELIOS Domzale, d. d.

Profit from ordinary activities
Net profit for the year
Capital

Return on equity

Net profit per share

Gross dividend per share ?
Book value of shares

Share value of HDOG shares on 31 December

2 Proposed gross dividend per share for the year 2006.

Achieved 2006 Achieved 2005 Index 06/05
in 000 SIT / in 000 EUR 1.978.681  8.258 1.457.777  6.083 136
in 000 SIT / in 000 EUR 1.862.230 7.772 1.398.878  5.837 133
in 000 SIT /in 000 EUR  16.154.436  67.423  14.699.402 61.340 110
in % 12,9% 10,1%
in SIT / in EUR 8.470 35 6.363 27 133
in SIT / in EUR 2.885 12,04 2918 12,18 99
in SIT / in EUR 72.373 302,06 66.356 276,90 109
in SIT / in EUR 230.411 961,65 208.008 868,00 111
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2. Significant events in the year 2006

Significant events in the year
2006

Events which significantly affected
the operations of the Helios Group
in 2006 can be highlighted as follows:

e The company generated an oper-
ating profit of EUR 15,8 million,
which was 11 percent higher than
in 2005 and a net profit of EUR
13,2 million, which ensures good
conditions for the company’s long-
term growth.

e The company witnessed large
increases in the price of raw mate-
rials on purchasing markets, the
consequence of the record jump in
oil prices.

e The company became the 82-per-
cent owner of the Russian compa-
ny Odilak.

e For the purpose of strengthening

distribution channels, the company

became a majority stakeholder in
the retail companies: Helios

Slovakia, Slovakia; Zentax-Helios,

Hungary; Szolnok-Helios, Hungary;

Helios Coatings, Romania and

Sicolors, Ukraine.

Within the scope of streamlining

operations, the companies contin-

ued with organisational changes
on the Group level, particularly with
the integration of the company

Color, namely in research, produc-

tion and sales areas.

Within the scope of the TQM-spirit

project at each Helios company,

the expansion of appropriate meth-
ods and tools of business excel-
lence was continued by each

Group company.

e |n cooperation with the Ministry of
the Environment and Spatial
Planning, the company continued

its partnership project, the Helios
Ecology Fund for preserving the
purity of Slovene waters.

The company filed an application
for the acquisition of an environ-
mental protection permit for the
Slovenian region.

The largest company of the Group,
Helios Tovarna barv, lakov in umet-
nih smol, Koli¢evo also obtained
the OHSAS 18001 certificate in
2006, whereby the incorporation of
the standard due to the size and
diversity of the company was
especially demanding. The
acquired certificate — already pos-
sessed by Color from Medvode —
confirms that the company has
established an effective and suit-
able system for managing safety
and health at work.

A large portion of products were
adapted to the VOC directive which
limits the quantity of volatile organic
compounds in products while a
great deal of attention was also
directed towards the notification of
our customers of these changes.
The company concluded the
development of several very impor-
tant products in terms of strategy,
among them Mobihel, hydro base
mix for the Refinishing Coatings
program, water-based materials for
commercial transport, a new gen-
eration of high solid printing enam-
els and lacquers for widespread
use, water-based and high solid
lacquers for parquet and fire-resist-
ant coatings for steel constructions
for which the company has also
received international awards for
innovation.

One of Helios’ companies, TBLUS,
placed second among the recipi-
ents of the TOP 10 award at the
educational management event,
organised by the company GV
lzobrazevanije.

¢ The legal reorganisation of the
company Helios, Poslovne storitve,
d. 0. 0., was carried out with a por-
tion of its activities and employees
transferred to the company Helios
Domzale, d. d. on 1 January 2006.
As of 30 June 2006, the company
Helios, Poslovne storitve, d. 0. 0.,
due to its incorporation in the com-
pany Helios, Tovarna bary, lakov in
umetnih smol Koli¢evo ceased to
exist.

* The magazine Manager named the
President of the Management
Board of Helios Uro$ Slavinec
Manager of the Year for 2006.

Significant events following the
conclusion of the accounting
period

e The company Helios, Tovarna barv,
lakov in umetnih smol Koli¢evo,
together with the joint venture com-
pany PPG-Helios obtained the
ISO/TS 16949 certificate, confirm-
ing the quality management sys-
tem’s compliance with the regula-
tions of the International
Automotive Task Force (IATF).
Following the expiration of the five-
year mandate, the function of Vice-
President of the Management Board
ended for Matjaz Hafner. The
Supervisory Board named Ale§
Klavzar and Ales Skok as new
members of the Management
Board, each with a five-year man-
date, and renewed the five-year
mandate of the Vice-President of
the Management Board, Marko
Vresk.
¢ In 2006, according to the credit rat-
ing classification of Dun &
Bradstreet, the company again
placed among the Slovenian com-
panies with the highest ratings.



Dear shareholders,

he year 2006 was quite a demanding

one for the Helios Group. We
encountered increasingly greater pressure
from global manufacturers of coating
substances on all markets. New providers
appeared (e.g. China) which occasionally
offered poorer quality, however, at
exceedingly low prices. At the same
time, the coatings industry — especially in
the area of strategic raw material pur-
chases — has in recent years also been
faced with instability and a continuous
increase in prices. This was more appar-
ent in 2006 than in previous years.

Considering the Group’s rapid expan-
sion and stricter operating conditions, we
are satisfied with the results, confirming
that our work has been effective. We
have also become a visible participant in
movements on the global market of
paints and enamels. We placed fourteenth
in Europe and thirty-sixth in the world on
the ranking of the 2006 Top Companies
Report of the magazine Coatings World.
Also the largest companies in our branch,
which possess a rich tradition in the area
of coatings and on markets throughout
the world, are attentive to our ranking.

The Helios Group concluded the busi-
ness year with net sales revenues of EUR
259 million which is 13 percent higher
than in 2005. In terms of quantity, this
represents 143 thousand tons of products.
We also realised the majority of our
planned objectives. The most satisfactory
results were attained in the sale of deco-
rative paints, industry coatings and refin-
ishing coatings. Share of exports repre-
sents 86 percent of total sales.

3. Foreword by the president of the management board

We are also quite satisfied with the
positive movements of our Serbian com-
pany, Zvezda-Helios. Positive trends
were also displayed by our retail com-
pany Mavrica whose results, although
still negative, show a lot of promise. A
positive trend was also observed in the
company Color, whereby we realise that
concrete changes cannot occur overnight.
With regard to redesign on the techno-
logical, sales and personnel levels, we
will in the future also utilise Color’s spa-
tial and logistics strengths.

Poorer results were observed in the
Zagreb company, Chromos; however, the
causes are known and are being resolved
in an accelerated manner.

In March 2006 we acquired the
Russian coatings manufacturer Odilak
from Moscow. Odilak is specialised in
the production of widespread use prod-
ucts, with an annual turnover of around
USD 13 million and 252 employees.
With the acquisition, Helios has deter-
minedly entered the area of marketing
products for widespread use in Russia.

For the accelerated marketing of prod-
ucts in the EU and south-east Europe, we
also established the distribution compa-
nies Helios Slovakia in Slovakia, Zentax
Helios and Szolnok Helios in Hungary,
Sicolors in the Ukraine and Helios
Coatings in Romania.

The Group earmarked EUR 19,9 mil-
lion for investments in 2006, of which
EUR 12,6 million were directed at
investments in fixed assets. Thus, the
amount of all investments as a share of
revenues comprised 7,7 percent. As in
the year 2005, the majority of invest-
ments in 2006 were also implemented in
the subsidiary Helios, Tovarna barv,
lakov in umetnih smol Koli¢evo, follo-
wed by Color from Medvode. The afore-
mentioned companies financed their
investment activity from both their own
sources and from external sources.
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One of the significant factors affecting
employees, and thus the achievement of
our set strategic objectives, is organisa-
tional culture. Its role is especially
important in the merger and acquisition
of companies for it has an effect on the
level of implemented planned merger
strategies. In the past year, immense
attention was thus directed towards
examining organisational culture and
developing activities which suitably
shape and modify such culture.

Within the scope of activities regarding
the attainment of environmental protec-
tion objectives which in 2006 required
the greatest attention, particularly in the
companies Helios, TBLUS and Color,
the prompt submission of the application
for the acquisition of the environmental
protection permit was of special impor-
tance. Here, it should be emphasised that
the requirements, due to the scope and
type of operations of both companies, are
considerably strict and complex.

Due to the accelerated introduction of
the new European REACH environmen-
tal and chemical directives, we focused
significant attention in 2006 also on dis-
cussions regarding new legislation whose
early recognition is extremely important
in the adoption of business decisions. We
also participated in discussions, organ-
ised by the Chamber of Commerce and
Industry of Slovenia and the CE — PE.

In compliance with legal requirements,
we also set-up intensified communica-
tions with suppliers and larger customers.

In the area of research and develop-
ment, we are intensively monitoring
European and global legislation which
require the introduction of cleaner and
environmentally-friendly and more eco-
nomic technologies. Within this scope,
we are also accelerating the development
of new interesting products and pro-
grammes.

10

In order to achieve the most effective
and quickest response to the endless new
requirements of customers, development
work in the past year was organised on
two levels. In central development, we
developed novelties based on existing
technologies and engaged in strategically
significant projects while development
departments, organised on the level of
subsidiaries, carried out development
projects connected to their programs.

The consolidated statements — despite
the rise in the prices of raw materials,
heightened competitive battles and poor-
er economic trends in several countries —
reflect the growth and good operations of
the Group in 2006.

Net sales revenues of EUR 259 million
are 13 percent higher than the previous
year, while operating profit is EUR 15,8
million higher, comprising a 6,1 percent
share of sales revenues, thus having risen
by 11 percent.

Net profit in the amount of EUR 13,2
million is 6 percent higher than the previ-
ous year, and reflects a 5,1 percent share
of sales revenues. Return on equity is
high and comprises 11,6 percent.
Productivity and added value indicators
on the Group level are, however, less
favourable (with indexes of 99 and 97
respectively), predominantly the result of
the incorporation of companies with
poorer starting values and the inclusion
of retail companies in the value chain of
the Helios Group.

Indicators regarding the Group’s finan-
cial position and solvency are, despite a
proportionate decrease, still within the
area ensuring the financial soundness of
the Group.

At the end of 2006, the Group had
2.211 employees.

Our fundamental strategy is to remain
an important actor on the markets we are
already present in and capture new ones
for which the sustainable growth of the
organisation, revenues, profit and added

value is required. Permanent improve-
ment which is visible from our business
objectives and results is the key condi-
tion for organisational success.
Operations from the TQM area which is
becoming an increasingly more impor-
tant factor in the realisation of our strate-
gy is deeply rooted in this process.

For the year 2007, in accordance with
set strategic guidelines, we are planning
sales revenues of EUR 291 million and
an operating profit of EUR 18 million
which is 14 percent higher than the pre-
vious business year. Through invest-
ments, we will create better conditions
for effective production while observing
environmental protection. We intend to
invest over EUR 16 million into technol-
ogy and development whereby we will
ensure the long-term growth of the
Group. We will reconcile our operations
with European requirements and obtain
the required environmental permits.
Work on development and the reconcilia-
tion of business culture in Helios Group
companies will be accelerated and syner-
gies sought in order to achieve increas-
ingly better business results.

Upon the conclusion of the business
year, I would like to thank the members
of the Supervisory Board for their encour-
agement, suggestions and recommenda-
tions in the management of our operations
which significantly contributed to the
development of the Helios Group.

I would also like to thank all employ-
ees of the companies of the Helios Group
for their work and contribution to the
results attained without whose dedication
Helios would certainly not have been so
successful.

President of the Management Board
Uro$ Slavinec
L



4. Report of the Supervisory Board

Dear shareholders,

he Supervisory Board of the company
THelios Domzale, d. d., supervised the
operations and the fulfilment of the gener-
al strategic and business direction of the
companies in the Helios Group and hold-
ing company, Helios Domzale, d. d.,
throughout the year and was acquainted
with significant business events within the
scope of its authorisations and compe-
tences as defined by legislation and in

accordance with the company’s statute.

No changes to the Supervisory Board
of Helios Domzale, d. d., were made in
2006. The Supervisory Board consists of
seven members and its constitution is as

follows:

President: Aleksander Kokot
Vice-President: dr. Anton Jurgetz
Members: Helena BeSter and Simon
ZdolSek — shareholder representatives,
Sonja Kovag, Zoran Brvar, Alojz
Zupan - employee representatives.

Monitoring and supervision of
company operations

In the past business year, the
Supervisory Board met at one extraordi-
nary and three regular sessions and held
two correspondence sessions. It monitored
the current operations of the Helios Group
and the company Helios Domzale, d. d.,
on an ongoing basis. The Management
Board reported to the Supervisory Board
on operations and significant business
events, and among other things, also the
acquisition of the Odilak plant. With their
reports, the Supervisory Board also coop-

erated with the assistants of the

Management Board and other expert col-
laborators. The Management Board thus
enabled the Supervisory Board quality
supervision over the operations and finan-

cial and asset status of the company.

The greatest attention was focused on
the operational and financial develop-
ment of the Helios Group. At its session
in December 2005, the Supervisory
Board discussed and adopted the
Fundamental Objectives and Business
Plan for 2006 of the Helios Group and
the company Helios Domzale, d. d.,
monitoring its fulfilment throughout the
year. The Management Board also
acquainted the Supervisory Board with
the business results of the most important
subsidiaries and reported on current busi-
ness events, semi-annual results, devel-
opmental achievements, investment activ-
ities and the execution of resolutions
adopted by the Supervisory Board.

At its session in October 2006, the
Supervisory Board reappointed Marko
Vresk, MSc. as the Vice-President of the
Management Board of Helios Domzale,
d. d., for a five-year mandate commenc-
ing on 1 January 2007. At the same ses-
sion, the Supervisory Board also dis-
cussed and adopted the Fundamental
Objectives of the Group for 2007.

At its session at the beginning of
January 2007, the Supervisory Board
confirmed the Business Plan for 2007
and appointed two new Management
Board members, namely Ale§ Skok and
Ales Klavzar, both for a five-year man-
date. The Supervisory Board was also
acquainted with information from the
Management Board regarding possible

mergers.

Based on the reports prepared by the
Management Board, the Supervisory

11



HELIOS Group

Board had a good insight into the fluctu-
ation of operations, purchases and sales
according to programmes and regions
and insight into the financial statements.
On the basis of estimates submitted by
the Management Board, the Supervisory
Board also monitored the situation on
markets, significant for the successful
operation of the company.

Review and adoption of the
annual report of the Helios
Group and the company Helios
Domzale, d. d., for 2006 and its
opinion on the auditor’s report

The Management Board submitted to
the Supervisory Board for review and
adoption the audited Annual Report for
2006. The Supervisory Board reviewed it
at its session on 6 April 2007.

The annual report included the audi-
tor’s report on the audit of the consoli-
dated financial statements of the Helios
Group and the auditor’s report on the
audit of the consolidated financial state-
ments of Helios Domzale, d. d.

The financial statements for 2006 are
the first financial statements of the com-
pany prepared in accordance with IFRS.
While preparing the financial statements,
the Management Board of the company
observed the requirements of IFRS 1
‘First-Time Adoption” and opted in accor-
dance with IFRS 1 to use the data includ-
ed in the consolidated statements of the
Helios Group for 2005 for the opening
balance for first-time adoption of IFRS of
the company Helios Domzale, d. d.

The auditing of the financial state-
ments and consolidated financial state-
ments was performed by the auditing
company Ernst & Young from Ljubljana.
An audit was also performed at all com-
panies of the Helios Group. At the

12

Supervisory Board session, the certified
auditor also reported on the auditing pro-
cedure.

On the basis of a detailed review of the
annual report, the Supervisory Board
established that the report had been pre-
pared in a clear and transparent manner in
accordance with the provisions of the
Companies Act and valid accounting stan-
dards. The annual report reflects a real
and fair presentation of the assets, liabili-
ties, financial position and operating
results and a fair view of the development
of operations and business position of the
Helios Group and Helios Domzale, d. d.

Following the concluded review, the
Supervisory Board adopted the Annual
Report for 2006 of the Helios Group and
Helios Domzale, d. d.

The Supervisory Board issued a posi-
tive opinion regarding the auditor’s

report with no comments, confirming it.

Together with the Management Board,
the Supervisory Board formulated a pro-
posal for the use of appropriated profit
and proposed that the General Meeting
upon the adoption of the resolution on
use of appropriated profit discharge the
Management and Supervisory Boards for
their work performed in 2006.

Conclusion

The Supervisory Board assesses that
the Helios Group achieved its key busi-
ness objectives set by the Management
Board for 2006 and despite unfavourable
market conditions, achieved good busi-

ness results.

The Supervisory Board proposed that
the General Meeting of Shareholders
award discharges to the Management
Board for operations in 2006.

On behalf of the Supervisory Board, I
would like to thank the Management
Board and all employees of the Helios
Group for their devoted and successful
work.

President of the Supervisory Board
Aleksander Kokot



he appropriated profit of the compa-

ny Helios Domzale, d. d., comprised
SIT 3.480.680.008 in 2006 and consists
of:

he Management and Supervisory

Boards have proposed to the General
Meeting of Shareholders that the appro-
priated profit for the financial year 2006
in the amount of SIT 3.480.680.008 be
used in the following manner:

Proposed use of apropriated profit

* Net profit for the current year SIT 931.114.976
* Decrease in revenue reserves SIT 2.056.417
* Retained net profit from previous years SIT 2.547.508.616

* For the pay out of dividends in the gross amount of SIT 2.885 per share for which
SIT 634.298.985 of the appropriated profit will be used.
* Profit participation in the amount of SIT 55.631.365 will be distributed:
- as an award to the Management Board in the amount of SIT ~ 40.249.852
- as an award to the Supervisory Board in the amount of ~ SIT ~ 15.381.513
* For allocation to retained earnings in the amount of SIT 2.790.749.658

13
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6. General data

Activities of the Helios Group

* Entrepreneurial and business consul-
tation

* Holding activity

* Production of coatings, lacquers and
similar coatings, printing paints and
putties

* Wholesale of chemical products

e Retail of paints, lacquers and other
chemical substances

* Production of starches and starch-
based products

Holding company:
HELIOS, Sestavljeno podjetje za
kapitalske nalozbe in razvoj, d. d.
Shortened name:
HELIOS Domzale, d. d.
Registered seat:
Kolicevo 2, 1230 Domzale
Legal form:
joint stock company
Entered into the court register under
registration entry no. 061/10446900 at
the District Court in Ljubljana.
Activity code:
7414
Registration number:
5043158
Tax number:
S111436077
Transaction account no.:
NLB 183 00-0013575119
Share capital:

SIT 2.198.610.000, broken down into
219.861 ordinary registered share with

a nominal value of SIT 10.000. Shares

bearing the HDOG mark are quoted on

the Ljubljana Stock Exchange.

Telephone: +386 1 72 24 000
Fax: +386 1 72 24 040
E-mail: info@helios.si
Website: www.helios.si
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Management and administration
bodies

Management Board of the
company HELIOS Domzale d. d.:

President:

Uros Slavinec
Vice-President:

Marko Vresk

Matjaz Hafner

Management Board assistants:
Meta Havli¢ek — Development
Assistant
Simona Gaspersi¢ — TQM Assistant
Iztok Avbelj — Technology Assistant

Executive program directors:
Ale§ Skok — Decorative Paints program
Peter Zupan — Car Industry Finishes
program
Stevo Buinac — Metal Coatings
program
Mladen Mihalec — Wood Finishes
program
Lojze LenCek — Road Marking Paints
DaSa Tomazin — Powder Coatings
program
Bozidar PangerSi¢ — Synthetic
Resins program

Supervisory Board of the
company HELIOS Domzale, d. d.:

Shareholder representatives:
Aleksander Kokot — President
Dr. Anton Jurgetz — Vice-President
Helena Bester
Simon ZdolSek

Employee representatives:
Zoran Brvar
Sonja Kovac
Alojz Zupan



n 2006 the holding company, Helios,
Sestavljeno podjetje za kapitalske

naloZbe in razvoj, Domzale, d. d.,

O~ W N 2
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12.

13.
14.
15.
16.
17.

18.

19.
20.

21.
22.

23.

24.

25.

20.

27.

28.
29.

possessed a majority stake in the follow-
ing companies in Slovenia and abroad:

Ownership stake

Slovenia:

. HELIOS, Tovarna barv, lakov in umetnih smol Koli¢evo, d. o. o. 100,00 %

. COLOR, Industrija sinteti¢nih smol, barv in lakov, d. d., Medvode 92,11 %

. HELIOS, Kemi¢na tovarna Domzale, d. 0. o. 100,00 %

. MAVRICA, Trgovsko podjetje z barvami in laki, d. d., Domzale 100,00 %

. HELIOS, Podijetje za opravljanje zunanjetrgovinskih in
drugih poslovnih storitev, d. 0. 0.* 100,00 %

. EXIDO, Zunanja in notranja trgovina, zastopanje in posredovanje, d. 0. o. 98,64 %

. CHROMCOM, InZeniring, vzdrzevanje in meritve, d. 0. 0. 99,59 %

8. EKOHEL, d. 0. 0., Kolicevo 100,00 %
Croatia:

. CHROMQOS, Boje i lakovi, d. d., Zagreb 87,64 %
HELTRADING, d. o. 0., Zagreb 70,08 %
Serbia:

ZVEZDA-HELIOS, a. d., Gornji Milanovac 77,13 %
DCB HELIOS, d. o. 0., Beograd 100,00 %
Czech Republic:

CHEDO, spol. sr. 0., Uherské Hradisté 50,12 %
Poland:

HELIOS POLSKA, Sp. z. 0. 0., Ostréw Wielkopolski 97,65 %
Russia:

000 HELMOS, Moskva 98,00 %
ODILAK, Odincovo 82,33 %
HELORS, Moskva 51,00 %
ODIHEL, Odincovo 51,00 %
ltaly:

HELIOS ITALIA, S. p. A., Gorizia 100,00 %
SIIP, S. p. A. 100,00 %
Bosnia and Herzegovina:

HELKOS, Boje i lakovi, d. 0. 0., Sarajevo 60,00 %
HELAKOR, d. 0. 0., Tuzla 50,00 %
Belorus:

HELKO, Minsk 50,00 %
Macedonia:

HELIO-HEM, d. o. 0., Skopje 50,00 %
Slovakia:

HELIOS SLOVAKIA, s.r. 0., Zilina 76,12 %
Romunija:

HELIOS COATINGS, Brasov 60,00 %
Ukraine:

SICOLORS, Kijev 75,00 %
Hungary:

ZENTAX-HELIOS, Kft, Szolnok 60,00 %
SZOLNOK-HELIOS, Kit, Szolnok 60,00 %
HELIOS, Kft, Budimpesta 100,00 %

30.

* The company Helios, Podjetje za opravljanje
zunanjetrgovinskih in drugih poslovnih
storitev, d. 0. 0., was incorporated into the

company Helios, tovarna barv, lakov in umet- Group.
nih smol Koli¢evo on 1 July 2006.

The entire income statement data for 2006 from
the company Odilak, Odincovo has been
included and as of 1 May 2006 in the Helios

Key production groups and
sales programmes:

e Decorative paints

e Synthetic resins

e |ndustrial coatings for metal
and protective coatings

e Finishes for the wood
industry

e Refinishing coatings

e Finishes for the car industry

e Road marking paints

e Powder coatings

Other programs:

e Ship paints

e Masterbatch

e Adhesives

e Starches and modified
starches

17
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7. Statement on compliance with the Slovenian
governance code

he company HELIOS Domzale, d. d.,
Thas submitted a statement regarding
compliance with the Slovenian
Governance Code (Official Gazette of
the Republic of Slovenia, no. 118/2005
of 17 December 2005 with amendments
and supplements which became effective
on 5 February 2007) for the period of 1
January 2006 to 30 April 2007.

The Code is published in both the
Slovene and English languages on the
website of the Ljubljana Stock Exchange

at the address: www.ljse.si.
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The company HELIOS Domzale, d. d.,
has observed the provisions and recom-
mendations of the Slovenian Corporate
Governance Code. The irrelevant provi-
sions of the Code, which the company
thus cannot violate, are not separately
denoted. The obligations assigned to
companies or their bodies for specific
cases will be fulfilled by the company if
such cases should arise.

Hereinafter, we provide specific expla-
nations in connection to the provisions of
the valid Code and explanations regard-
ing certain binding provisions of the
Code which the company as yet does not
entirely fulfil.

Company objectives:

The objectives of the company
HELIOS Domzale, d. d., are
not given in the statute of the
company, but are defined in
each year’s Business Plan of
the company and in the
Strategic Plan up to 2010.

8.2.  Communications in the English
language:
The company issues public
notifications in the Slovene lan-
guage and the annual reports in
the Slovene and English lan-
guages in both electronic and

printed form.
Financial calendar:

The company has not as yet
published the financial calendar
for the entire business year but
has notified shareholders of all
significant events as they arise.

8.15.5. Internal acts of the company on
rules on restricted trading:
The company has assessed that
a special act for this area will
not be adopted for now, for the
trading of shares is entirely
regulated by legislation valid
for that area.

The company will continue to observe
the recommendations of the Code in the
future. If it should arise that the company
will not be able to observe some of the
obligations of the Code, it will clarify the
reason in detail to the Management and
Supervisory Boards. No changes or other
deviations arose from the conclusion of
the accounting period to the publication

of this statement.
Domzale, on 30 April 2007
President of the Management Board

Uro$ Slavinec
]

President of the Supervisory Board
Aleksander Kokot



8. Vision and mission statement

Vision

To display business

excellence and success,

adjusting to economic

growth through the

fulfilment of the expecta- Mission
tions of all participants:

owners, employees,

business partners and

the environment
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9. Shares and ownership structure

ominal share capital comprising SIT

2.198.610.000 has been broken
down into 219.861 ordinary registered
shares bearing the HDOG mark, each
with a nominal value of SIT 10.000.

All issued shares are of the same class
and give their owners a proportionate
right to management, so that each share
gives its owner one voting right.

The company did not carry out activi-
ties in 2006 which would have caused a
change in share capital nor did it issue
any new shares.

Trading

During the period from 1 January to
31 December 2006, the turnover of
Helios shares on the Ljubljana Stock
Exchange comprised SIT 2.235 million
or 10.566 share lots.

On average, nine million tolars worth
of transactions were concluded a day in
2006 for HDOG shares and out of 247
trading days, shares traded for 200 days,
reflecting an 81 percent liquidity rate.

The unit price of HDOG shares in the
first quarter of 2006 followed the trend
of a general decrease in prices on the
Ljubljana Stock Exchange. Despite good
results, the value of shares from April to
August 2006 lagged behind the average
value of SIT 190.000 which is exclusive-
ly linked to the specifics of the Slovenian
capital market. In the last five months of
2006, following the publication of the
semi-annual business results of the

Helios Group, the value of HDOG shares
rose by about 25 percent and in
December, achieved a value slightly
higher than SIT 234.000.

Return on equity on the annual level was
10,8 percent. If we add a 1,4 percent yield
on dividends, the total yield of HDOG
shares in 2006 comprises 12,2 percent.

The average five-year return on yield
of HDOG shares on the annual level is
52,44 perc.
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in SIT

2006 2005
Minimum unit price 185.011,67 183.058,48
Maximum unit price 234.233,72 250.002,38
Average unit price 201.787,95 217.132,83
Average weighted price (based on turnover) 211.5621,68 222.401,83
Market price of a share (in SIT on 31 December) 230.410,48 208.007,68

Fluctuation of HDOG share turnover

M Turnover in lots

Unit price in 000 SIT W
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Helios’ market capitalisation at the end of the year Market capitalisation

in billion SIT In the past six years, the market capi-
50 talisation of Helios shares increased by
581 percent, concluding at SIT 50,7 bil-
© lion at the end of 2006.
30
” Ownership
10 From 1 January 2006 to 31 December,
o J J the largest shareholder, Zvon Ena
2000 2001 2002 2003 2004 2005 2006 HOldiIlg, d. d., increased its stake by 2,66

percent. Abanka, d. d. placed fifth in the
Helios ownership structure with an 8,68
percent share, displacing NLB, d. d.

10 largest shareholders on 31 December 2006 )
Helios’ owners

Quantity Stake
28395 232% )

Zvon Ena Holding, d. d. 44.091 20,05% || 18,25%
Slovenska odakodninska druzba, d. d. 26.563 12,08% 22,60%
VS Triglav Steber | 23.470 10,67%
Kapitalska druzba, d. d. 23.126 10,52% 1219%
Abanka, d. d. 19.088 8,68% 0,49%
NFD 1 Delnigki investicijski sklad 11.957 5,44% 3,91%
Heldom, d. d. 8.599 391% 25,49% /ﬁygz%
Helios Group 6.225 2,83%
Zavarovalnica Triglav, d. d. 5.122 2.33% I Mutual funds Investment company
VS Probanka globalni nalozbeni sklad 4510 2,05% Il Banks and insurance cos. Kad and Sod
Total 172.751 78,57% Brokerage houses Il Own shares

Authorised company . Other legal persons
Total number of shares 219.861 [ Natural persons

The ownership share of banks and
insurance companies in 2006 decreased
Share trading and equity indicators by 0,16 percent as compared to the previ-
ous year, which on 31 December owned

2006 2005 12,19 percent of total issued shares. The
Number of traded shares 219.861 219.861 ownership share of investment companies
Turnover (in million SIT) 2.235 1.764 fell by 1,82 percent to 25,49 percent.
Book value per share (in SIT on 31 December) 72.373 66.356 Increased interest in Helios shares was
Market value per share (in SIT on 31 December) 230.411 208.008 shown by mutual funds, whose stake
Market price / Book value per share 3,18 3,13 increased from 17,31 to 18,25 percent, by
Profit multiplier — P/E (on 31 December) (1) 15,5 14,9 brokerage houses with an increase from
Share yield: 0,11 to 0,38 percent, by natural persons
Capital yield in % (from 1 Jan to 31 Dec) 10,8 -10,5 with an increase from 11,73 to 11,92 per-
Dividend yield in % (at the rate at the beginning of the year) 1,40 1,35 cent and by other legal persons with an
Total yield in % 12,2 9,15 increase from 2,02 to 2,32 percent.

Own shares — in 2006 Helios Domzale,

Net profit per share (in SIT) (1) 14.830 13.981 d. d., did not acquire any of its own
Gross profit per share (in SIT) - Proposed 2.885 2.918

shares. The company owned 2.636 own

shares or 1,2 percent of its capital on 31

(1) The indicators are calculated on the balance sheet of HELIOS Group. December 2006. Its subsidiary Helios,

e Book share value = (Capital — Value of provisions for own shares) / (Number of shares — own shares).

e P/ E = Market share value / ((Net profit - Paid out preferred dividends from the profit in the current
year) / (Number of shares at the beginning of the year — own shares + number of shares at the end of Kolicevo, possessed 3.589 shares, repre-
the year — own shares) / 2)).

e Net profit per share = ((Net profit — Paid out preferred dividends from the profit in the current year) /
(Number of shares at the beginning of the year — own shares + number of shares at the end of the
year — own shares) / 2)).

Tovarna barv, lakov in umetnih smol

senting 1,6 percent of capital.
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10. Sales and marketing

n 2006 the Helios Group, despite the

difficult situation on the market, dis-
played good sales results. A total of
142.968 tons of various articles were
sold which in comparison with sales
attained in 2005, reflect a 12 percent
growth and is 3 percent in excess of
planned quantities. The value of the
aforementioned quantity of articles com-
prised EUR 232,9 million or SIT 55.803
million, reflecting a 14 percent growth in
the values of sold articles in comparison
with 2005 and an excess of 500 percent
over planned quantities. Upon analysis of
these and all data given in continuation,
we should realise that for data from
2006, only a proportionate share of val-
ues from the company Odilak have been
incorporated which joined the Group last
year — its data have been proportionately
taken into account from 1 May 2006
onwards.
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Consolidated sales values of companies in the Group for the period 1996-2006

1996 1997 1998 1999

Net sales revenues

2001 2002 2003 2004 2005 2006

in 000 EUR 60.377 66.782 71.717 73.091 82.110 91.568 114.324 133.160 168.986 229.593 259.364

Chain index 11 111 107 102

112 125 116 127 136 113

Graf: Net sales revenues for the period 1996-2006

in 000 EUR

250.000

200.000

o

ggrfffffFFFFt

1996 1997 1998 1999

An analysis of sales values shows that
the Helios Group created almost 45 per-
cent of its total sales value through sales
to the EU of which 31 percent consisted
of sales within Slovenia. These are fol-
lowed by the CIS where the Group sells
a smaller quantity of articles whose value
is, however, higher and represents 26
percent of the total value of sold articles
in 2006. The reason for this lies in the
sales programme for the greatest share of
products sold to the CIS comprise refin-
ishing coatings whose price per unit in
comparison with other types of coatings
is considerably higher. The aforemen-
tioned markets are followed by the coun-
tries of the former Yugoslavia with a 25
percent share, whose share as in the case
of sales, is measured in terms of quantity.
The Group generates the lowest sales
value, 2,5 percent, from sales to coun-
tries of south-eastern Europe and only
slightly more than 1 percent from sales

to non-European countries.

2001 2002 2003 2004 2005 2006

In terms of quantity, the companies of
the Helios Group sold a 47 percent share
of products to countries in the EU
(including Slovenia) in 2006 of which
slightly more than 28 percent were sold to
Slovenia. These were followed by the
countries of the former Yugoslavia with a
30 percent share and the CIS countries
with an 18 percent share. The smallest
quantity of articles, 3 percent, was sold to
the countries of south-eastern Europe with
only slightly more than one percent of
total quantities of articles sold to non-
European countries in 2006.

The common feature which all sales
program of the Helios Group encoun-
tered in the realisation of their business
plans and which significantly affected
their sales results and especially prof-
itability was the extraordinary increase in
the price of oil and oil derivatives and
with it the record price of raw materials,

which, due to the ever increasing number



of competitive products, were unable to
be included in the sales prices of prod-
ucts in an adequate amount.

Decorative paints

Despite the negative affect of the large
growth of prices of raw materials on the
decorative paints market, the year 2006
also reflected a relatively late ray of sun-
shine as seen by the increased pressure on
manufacturers marketing this program to
attain established plans. This had an addi-
tional effect on the decrease in coatings
while the higher prices of raw materials
were extraordinarily difficult to incorpo-
rate into the sales prices of products. The
company was also able to compensate
successfully for a portion of the growth in
raw material prices through streamlining
and the standardisation of formulas and
raw material bases among Group mem-
bers, ensuring it a better negotiating posi-

tion with regard to raw material suppliers.

Following the acquisitions of local
actors both in the area of production and
distribution, we witnessed the continued
globalisation of the market. We expect
these activities to continue also in new EU

Member States, Romania and Bulgaria.

On the majority of markets, we are
observing a continuing decrease in the
use of alkyd enamels, which in the area
of fixed furniture is due to the use of
plastic and coloured metals as a replace-
ment for wood. We are also observing a
growth in the use of all types of wall
coatings, the result of the trend of more
frequent decoration of the interiors and
exteriors of dwelling areas and a relative-
ly favourable movement of investments
into the construction of residential spaces
on all our key markets.

The total value of sold decorative

paints out of the total value of sold prod-

Sales values by program in 2006
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Sales quantities by program in 2006
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CIs Non-European countries

ucts on the Group level in 2006 compris-
es more than a 24 percent share. The
value of sold decorative products is 30
percent higher than 2005, exceeding the
planned value by 14 percent.

In terms of quantity sales, the largest
share among all programs of the Group
comprises the sale of decorative paints,
which makes up a 39 percent share. The
sold quantity of decorative paints in 2006
exceeded the previous year’s quantity by
24 percent, and exceeded the planned
quantity by 9 percent. The share of deco-
rative paints in the entire composition of
sold quantities of products in 2006 in
comparison with 2005 also increased by

slightly less than four percentage points.

A growth in sales of decorative paints
was also observed in all subsidiaries with
the exception of Color, d. d. The greatest
growth in sales was attained by the com-
panies Zvezda-Helios and Chromos and
the newest member Odilak. As a rule,
each member of the Helios Group
achieves its largest growth in sales on the
domestic market. With the acquisition of
our former distributors in Slovakia and
the Ukraine and manufacturer in Russia,
we have established a good foundation for
continued sales growth on these markets.

Products have been adapted to VOC
legislation which became effective at the
beginning of 2007 whereby the majority
of products already fulfil the criteria
which will become effective in 2010.

In 2006 we continued the adaptation of
the marketing network to various market
segments, thus following the planned
positioning of our brand names whereby
we desire to satisfy various needs of both
corporate and Do-It-Yourself (DIY)
users. For the future, we are planning on
continuing the development of distribu-
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tion channels on target markets, thus
establishing marketing companies on
several markets in which we possess a
competitive advantage, both alone and in

cooperation with partners.
Refinishing coatings

Refinishing coatings which the Helios
Group markets under the brand names
MOBIHEL and COLOMIX comprises a
16 percent value share out of the total
sales value composition and a 6 percent
share of the total quantity of products
sold. Through the attained sales of refin-
ishing coatings in 2006, we thus exceed-
ed the sales generated in 2005, both in

terms of quality and value.

MOBIHEL was marketed in 40 coun-
tries in 2006 and COLOMIX in 12 coun-
tries.

The markets differ considerably and
are thus broken-down into five regions:
the markets of the CIS countries; the
markets of former-Yugoslavian countries
(excluding Slovenia); the markets of
eastern EU Member States; the markets
of central European new EU Member
States and the markets of the so-called

non-European countries.

The markets of CIS countries which
comprise the largest share of refinishing
coatings both in terms of value and quan-
tity, possess a great deal of potential and
thus we face immense global competition
here. We have observed a decrease in the
sale of alkyd systems, whereas the role
of acrylic systems is strengthening and
even more, a growth in the metallic
colours market is evident. We successful-
ly introduced suitable measures for all
aforementioned market challenges. In
2007 we are planning the additional for-
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Sales values by program in 2006
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Sales quantities by program in 2006
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tification of the MOBIHEL acrylic sys-
tem and COLOMIX metallic system.

The market comprising the countries
of former Yugoslavia is mature and
reflects moderate growth. We observed
an initial interest of customers for the
most modern HS low VOC products, par-
ticularly the water mixing system.

The most demanding work in 2006 was
carried out on the EU markets, especially
in the eastern European Member States
where a strict distinction was made
between classic solvents and new low
VOCs and water-based materials. The

4% \4%
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[ Finishes for the car industry [ll Road marking paints I Metal coatings
B Powder coatings Masterbatch

. Ship paints Wood coatings

conditions for the continued marketing of
refinishing coatings on this market were
favourable and were rounded up by the
prompt conclusion of the development of
the MOBIHEL hydro-base mix, a water-
based mixing system which we presented
at the September fair in Frankfurt.

The conclusion of the aforementioned
project, the large growth in sales on the
markets of the new central European EU
Member States and the planned measures
for managing the conditions arising on
the CIS markets has instilled us with
optimism regarding the achievement of

set objectives also in 2007.



Industrial coatings for metal

In the metal coatings market in 2006,
we observed the preparations and transi-
tion of buyers to coatings complying
with the VOC directive. In general indus-
try, the transition from conventional wet,
oven-dried coatings to powder coatings is
continuing. The high costs of steel have
led to a transition from steel construc-
tions to concrete constructions which is
decreasing the marketing potential for
the sale of metal coatings. A large num-
ber of suppliers of cheap materials
appeared on the market, applying even

more pressure on prices.

Metal coatings in 2006 comprised a
slightly less than 10 percent share of the
total sales value of the Group and a bit
less than 6 percent of total quantities sold.
Sales of metal coatings in 2006 also
exceeded sales in 2005, namely by 24 per-
cent in terms of value and 19 percent in
terms of quantity. We exceeded the
planned sales value by 8 percent. Good
results were also attained in the sale of
packaging lacquers on the EU markets and
sales of coatings for commercial transport
on the CIS markets. Extremely positive
results were also achieved on the Croatian
market where sales exceeded those of
2005 by 54 percent and the Serbian mar-
ket where 41 percent more products were

sold than in the year before.

The program comprising the fire-
resistant system for protection of steel
constructions, in addition to domestic
certificates, also acquired international
award for quality and innovation at fairs
in Moscow and England providing us
with a good basis for marketing in the
future. In 2007 we will supplement the
universal mixing system for industrial
coatings with the environmentally friend-
ly Vodahel mixing system.

Wood finishes

On the European markets, a trend
regarding the improved quality of finished
furniture is being observed, whereby man-
ufacturers are fulfilling the expectations
of the most demanding of customers.
Furniture manufacturers are not competi-
tive regarding the satisfaction of needs of
the middle and lower price classes, thus
we expect the continued relocation of
large series and cheap production to areas
with lower labour costs, namely east
European countries and especially coun-
tries from the CIS region and Asia.

The introduction of more environmen-
tally friendly products is still limited to a
smaller scope of manufacturers. A step in
this direction was only performed by
those manufacturers being pressured by
furniture buyers or the requirements of
increased productivity, enabling the
Group to preserve its competitive advan-
tage. In the furniture industry, both due to
fashion trends in furniture design and the
endless search for satisfactory substitutes
for natural wood, materials such as
melamine foil, plastic, metal and glass are

becoming increasingly more validated.

In terms of value, the sale of wood fin-
ishes comprises slightly more than 6 per-
cent of the total and slightly more than
four percent in terms of quantity. In the
wood finishes program, we have
observed both a growth in sales value
and sales quantity in comparison with
2005 with sales values increasing by 17
percent and sales quantities increasing by
15 percent, meaning that we have
exceeded the planned values. Growth
was also achieved by all members of the
Group, except for Color which displayed
no sales growth.

Wood finishes were marketed in 19
countries. The largest sales growth was
achieved in Belarus, Russia and the Czech

Republic. Among the markets where we
have only begun marketing wood finishes,
we should mention only Kazakhstan and
China. A drop in sales was seen in
Slovenia, Bosnia and Herzegovina,
Hungary and the Ukraine. In 2007 we will
encourage the introduction of ecologically
friendly coatings for industry.

Powder coatings

The sale of powder coatings reflected
an increase in demand which is predomi-
nantly the result of the fact that these
coatings are more environmentally friend-
ly than conventional wet coatings. In 2006
as compared to 2005, the sales of powder
coatings saw a 20 percent growth in sales
values and an 18 percent in sales quanti-
ties. We observed extraordinary growth in
the sales of powder coatings in Poland
and the Czech Republic while planned
sales growth for Germany, Switzerland,

Slovenia and Croatia were not attained.

With the investment into the new pro-
duction line of the company Color in
Preska at Medvode and through the
implementation of planned investment
into Zvezda-Helios, we can increase our
scope of sales.

Road marking paints

Road marking paints reflected a 3 per-
cent share of total sales values while the
share of quantity sales of products com-
prised slightly more than 4 percent.
Regarding the sales of road marking
paints, we observed a 2 percent growth
in quantity of sales in 2006 while the
program’s share of total sales values in
2006 as compared to 2005 displayed a 4
percent decrease. This decrease was pre-
dominantly the result of the modification
of the product portfolio composition —
with a larger share of cheap products
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sold than in 2005. A growth in sales
quantities was observed for all members
of the Group dealing in the production of
road marking points with the exception
of Color which lagged behind planned
results both in 2006 and 2005.

The most important markets in which
relatively goods sales were observed
comprised Slovenia, Croatia, the Czech
Republic, Bosnia and Herzegovina and
the Ukraine.

The increase of market shares on mar-
kets we are already present in and the
capture of several new markets — Italy,
Russia and France are several of the tasks
we will undertake in the upcoming year;
on the production side, an even more
expressed specialisation of the production
lines and standardisation of product
ranges on the Group level will be imple-
mented. Due to internal streamlining, the
road marking paints program was trans-
ferred from Color to the location of
Helios, Tovarna baryv, lakov in umetnih
smol, on Kolicevo as of 1 January 2007.

Resins

With 26,5 percent resins make up the
largest share in the composition of pro-
ducts sales values. The sales quantities of
resins, comprising a 30 percent share, rank
this program in second place in terms of
quantity sales — after decorative paints. In
2006 sales values exceeded the results
attained in 2005 by 10 percent and sales
quantities by 5 percent. The largest share
of resins was sold in Italy (21 percent), fol-
lowed by Germany (15 percent), France
(14 percent), Slovenia (12 percent), Austria
(8 percent) and Hungary (5 percent).

In addition to the aforementioned
growth in the prices of raw materials, we
encountered immense problems also in
the purchase of several raw materials, the
result of re-hauls and strikes occurring at
manufacturers’; however through the

appropriate measures we nevertheless
managed to resolve the problems and
retain our key customers. We successful-
ly marketed products with higher added
value such as gel coats, top coats and
pastes whose growth in comparison to
the year before increased by 21 percent.

We continued with the establishment
of a distribution network as already
reflected in the initial results in Germany,
England, France and Poland. In 2007 we
plan to fortify this activity even more.
Our goal is to acquire as large a number
of small and medium-sized customers as
possible, which in principle represents
the achievement of higher prices.

Certification of a number of new prod-
ucts is currently underway at Lloyd with
which we are planning to significantly
accelerate the marketing of resins in
England, Germany and France.

Remaining programs

In addition to the aforementioned pro-
grams, the Helios Group also produces
and markets coatings for the car industry
which is predominantly marketed via the
joint venture company PPG-Helios, ship
paints and the yacht program which we
produce by license — the first by license
of the Dutch manufacturer SigmaKalona
and the other, by license of the Italian
producer Boera and masterbatches, adhe-
sives and starches.

The total value of the aforementioned
programs comprise slightly more than 10
percent of the Group’s total sales value
while in terms of quantity the programs
represent 8,7 percent of total quantity
sales for 2006. In 2006 we lagged behind
the results of 2005 in the sales of prod-
ucts from these programs, and also
behind planned sales — with the excep-
tion of ship paints where sales values
exceeded those of 2005 by 25 percent
and quality sales by 15 percent.



he procurement area in the coatings

industry in recent years has been dis-
tinguished by the dynamics of the con-
stant rise in the prices of raw materials,
even more so in the year 2006. The year
2006, in addition to the continued trend
in the increase in raw materials will also
be remembered by the frequent shortage
of several raw materials. The numerous
unexpected standstills and suspension of
production at suppliers and unceasingly
large demand has caused us quite a few
problems with regard to the supply of
raw materials for our production lines.

Among the negative factors, we should
also mention the large growth in prices
of coloured metals, particularly for zinc
compounds which are used for coatings
as a part of anti-corrosion protection,
which caused an unfavourable combina-
tion of high prices and burdened supply.

In addition to the aforementioned fac-
tors, the price of oil again rose ceaseless-
ly in 2006, attaining new record values.
This of course, applied a permanent price
pressure on the majority of our raw
materials acquired from oil.

The graph below depicts the fluctua-
tions (rise and fall) of oil prices —display-
ing an overall upward trend.

Following such a turbulent year, we
expect and above all hope that 2007 will
see at least a partial stabilisation of pro-
curement prices. The forecasts of con-

in USD

11. Procurement

juncture fluctuations for 2007 are some-
what more favourable and optimism was
also felt with the stabilisation of oil
prices towards the end of 2006 and in the
first quarter of 2007.

Considering the extraordinary dynam-
ics of external factors, it is extremely
important that the procurement function
of the Helios Group optimally perform
its role in managing the aforementioned
risks. This is possible with the adequate
organisation of procurement — which on
one hand is central, that is strategic and
combines the driving power of all com-
panies in the Group and on the other
hand, operative procurement in sub-
sidiaries which care for its effective
implementation which follow set objec-
tives such as: high quality raw materials,
consistent supply, competitive prices,
partnerships with strategic suppliers,
flexibility in the search for alternative
procurement sources, low value of the
stock of raw materials, concurrent meas-
urement of attained objectives and suit-
able measures.

The monitoring of change dynamics
on procurement markets and risk assess-
ment will, in the future, continue to be of
extreme importance. Through adequate
organisation and management, we will be
able to manage future challenges. Under
the stricter conditions, characteristics for
the last period, the battle can be lost or
won right at the start — precisely in the
purchase of raw materials.

2006: $ 65,5/barrel
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Fluctuation in the oil prices of Brent
Dtd 2003-2006

Monthly average, in USD per barrel
Source: IEA, WB
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12. Research and development

Development potential of the
Helios Group

mmense competition, especially from

multinationals, the rapid process of
globalisation and volatile organic com-
pounds in production which demand
European environmental restrictions,
require intensive development work
which is the condition for maintaining
the Group’s competitiveness. Due to
more effective and quicker solutions to
new market requirements, development
work was also carried out in the past year
on two organisational levels.

Research projects engaged in novelties
regarding current production groups
while those consisting of the areas of
larger companies in the Group are car-
ried out within the scope of centralised
development. Development projects com-
prising the programs of individual com-
panies are implemented within the scope
of development departments organised
on the company levels.

Our joint development potential con-
sists of 83 development engineers and a
support staff of 90 members. In 2006, the
development of the following programs
were concluded: Mobihel, hydro-base mix
was concluded, in the area of refinishing
coatings, water-based materials for com-
mercial transport (metal coatings area), a
new generation of high solid printing
enamels and lacquers for wide use, water-
based and high solid lacquers for parquet

12%

12%

22%

6%

floors and fire-resistant coatings for steel
constructions. The author also received
the international Arhimed Award for
Innovation for the development of a new
generation of fire-resistant coatings.

We also successfully carried out the
adaptation of products to the SED and
DECO environmental directives.

Expansion of the Group requires rec-
onciliation among individual companies
with regard to development work and
also the implementation of product quali-
ty controls. Thus in the previous year,
one of the most important activities in
the area of development was also the
standardisation of control methods for
testing the quality of products.

We also cooperate with universities
and institutes in development. We are
currently cooperating with the University
of Maribor in two projects, namely the
development of an entirely new techno-
logical procedure for acquiring powder
coatings and the development of electro-
chemical methods for determining anti-
corrosive properties of coatings. We are
developing self-cleaning paints based on
various binders for mineral facades with
the University of Nova Gorica and solar
coatings for energy saving buildings with
the Chemical Institute of Ljubljana.

The company earmarks 2,5 percent of
its revenues a year for research and

development.
Il Helios TBLUS, Kolicevo
[ Color, Medvode
48% Chromos BiL Zagreb

Zvezda Helios, G. Milanovac

[ Central development



he total value of investments into

fixed assets on the Group level com-
prised SIT 3.027 million or EUR 12,6
million in the previous year.

The majority comprised investments
into the areas of technology and develop-
ment totalling SIT 1.960 million, followed
by investments of SIT 468 million into
marketing and distribution channels,
investments of SIT 403 million into tech-
nical infrastructure and SIT 196 million
into information technologies.

In 2006, our largest investment com-
prised the construction of a new produc-
tion line of powder coatings at the compa-
ny Color Medvode in Preska. We com-
menced with construction work and pur-
chased additional technological equipment
for the manufacture of powder coatings.

In terms of value, this investment was
followed by the renewal and expansion of
the development centre project which will
aid in improving the working conditions
of employees in development departments
at Kolicevo.

At Helios, TBLUS, we purchased addi-
tional grinding machines in the technolog-
ical area for the production of water-solu-
ble coatings and upgraded the systems for
cooling sandy grinding machines. The
procedure for pouring coatings into bar-
rels was also modernised.

In the area of artificial resin production,
we continued with the process of renew-
ing storage cisterns in accordance with
the environmental protection policy and
commenced the renewal and enlargement
of the warehouse for liquid raw materials.

In the area of infrastructure buildings,
we constructed an additional covered han-
dling area and added an addition to the
fire equipment centre and renewed the
asphalt paving in the courtyard.

At Color, we began upgrading the pro-
duction of liquid coatings through the
replacement of mixing containers and the

13. Investments

purchase of additional mixing and grind-
ing machines.

At Chromos, we prepared conceptual
solutions and began modernising the tech-
nological line for the production of par-
quet lacquers and commenced the auto-
mated filling of roughcast.

At Zvezda-Helios, we modernised the
technological equipment for the produc-
tion of powder coatings for more demand-
ing customers. We also set-up an addition-
al technological line for the production of
wall paints, thus remedying the narrow
neck caused by inadequate production
capabilities and began the renewal of the
wood finishes production line.

In the area of capital investments, the
largest investment in the past year com-
prised the purchase of the Russian manu-
facturing company Odilak from Odincovo,
near Moscow. The investment was worth
SIT 1.325 million or EUR 5,5 million.
The company is predominantly engaged
in the production of synthetic coatings for
widespread use.

Within the scope of capital investments,
we were also active in strengthening our
distribution companies, becoming the
majority owner of retail companies in
Slovakia and Hungary and the Ukraine
and Romania.

In 2007 we will conclude investments
into the construction of a new production
line for the production of powder coatings
in Preska at Medvode.

We will commence construction of a
production line for water-soluble coatings
at the company Helios, TBLUS.

Within the scope of the program for
acquiring environmental permits, we will
construct a system for managing the emis-
sions of solvents at the locations on
Koli¢evo and Preska at Medvode.

At Chromos, we will continue the mod-
ernisation procedure of production lines
with the intention of lowering joint pro-
duction costs.

At Zvezda-Helios, in accordance with
market needs, we will continue to mod-
ernise production and increase production
capabilities. We are planning the establish-
ment of sales offices for small industry.

An important task in the area of invest-
ments regards the company Odilak which
we desire to modernise for the production
of technologically more demanding prod-
ucts in the higher price range.

Investments in fixed assets by
content and purpose

6%

15%

13%

66%
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14. Risk management

Financial management

he Helios Group continued to imple-

ment its financial policy in all mem-
bers of the Group in 2006. Great empha-
sis was focused on new members, name-
ly the production company Odilak from
Moscow and new distribution members
in Slovakia and Hungary. All new mem-
bers were included in the standardised
financial operations of the financial risk
management area while cooperation
began with strategically chosen banks
and insurance companies for the insur-
ance of assets, liabilities and remaining
financial institutions of the Group.

The holding company Helios Domzale,
d. d., carried out the adopted financial
policy with regard to banks and financial
institutions with the aim of optimising the
management of cash. The holding compa-
ny also cares for the optimal financing of
all subsidiaries in the Group so that the
conditions of financing operations valid
for the holding company is also present in
all remaining companies while observing
the local legislation and characteristics of
the markets the companies operate in.

Decisions on how to distribute limited
cash resources among various investment
opportunities represent the bases for
assessing the values of future investments
which take into account the size of invest-
ments, required time and future cash
flows, thus requiring a good understanding
of the use of dynamic investment criteria.

The Group also followed the principle
that long-term investments must be suit-
ably financed, thus through an optimal
combination of financing and observance
of costs of capital and debt financing.

Financial risk management

Financial risk management is a process
in which we identify and assess risks and
develop and implement strategies and
procedures for managing risk.

We are aware that risks which compa-
nies are exposed to powerfully affect
their values. The adequate and correct
safeguarding of the Group is exceedingly
important, thus risk management com-
prises an important part of Helios financ-
ing functions.

In continuation, we will denote several
of the most significant financial risks the
Group is exposed to and measures for
safeguarding it against the risks.

Risks regarding changes to the
market values of assets and
liabilities

At Helios, we realise that the company
always requires sufficient share capital
for ensuring uninterrupted operations,
representing a “safety cushion” for
unforeseen changes in the values of
assets and liabilities. Thus the Group
continues to follow a more conservative
policy of financial control.

Together with a conservative standard-
ised accounting policy for assessing the
values of fixed assets, we also ensure lig-

uid solvency.
Liquidity risk

The fundamental function of financial
management is undoubtedly the assur-
ance of the solvency of the Helios Group
which of course also enables uninterrupt-
ed operations in all remaining business
areas. We estimate liquidity risk to be
low for due to the Group’s good credit
rating, we can obtain additional financial
funds both on the domestic and interna-
tional financial markets within a short
period of time.

As a result, the Helios Group obtains
favourable financing both on the domes-
tic and foreign financial markets which
represent low risk for banks and insur-

ance companies.



Risks associated with short-term sol-
vency is low at the Helios Group, the
result of the effective management of
cash, adequate credit lines for short-term
reconciliation of cash flows, a high degree
of financial flexibility and good access to
required financial funds. Risks regarding
the long-term solvency of the Helios
Group are also low due to the results of
successful long-term operations, effective
economic management of assets, capabili-
ty of generating cash flows from opera-
tions and its creditworthiness.

The excellent business position and
financial strength of the Helios Group is
also confirmed by the fact that we again
ranked, among Slovenian companies,
with the highest credit ratings according
to the Dun & Bradstreet rating in 2006.

Risks of non-fulfiiment of
partners

In 2006 the Group managed risks asso-
ciated with the non-fulfilment of mutual
obligations of business partners through
the following measures:

 Operating receivables were insured
through the company SID — Prva
kreditna zavarovalnica, d. d.;

« Riskier trade receivables were
insured with financial instruments
(bank guarantees, documentary let-
ters of credit) and legal instruments
(pledged mortgages, reservation of
proprietary rights);

* We required prime bank guarantees
from our business partners for all
granted advances as a guarantee of
repayment;

* We regularly reviewed the credit rat-
ings of all new and existing partners;

* Receivables were systematically col-
lected.

* We defined contractual penalties for
the non-fulfilment of obligations with
the prescribed period for all invest-
ment contracts.

Share of insured receivables out of all trade receivables by company in the Helios

Group

Helios Polska %

000 Helmos
Chedo
Chromos
DCB Helios %
Zvezda-Helios
Helios TBLUS
Helios ltalia
Mavrica
Color
Heltrading
Helios KTD

Color Trade *

% 10 20 30 40 50 60 70 80 90

All companies in the Group manage
credit risk. Special attention is focused
on new members of the Helios Group. In
2006 we prepared them for quality man-
agement of such risks for the year 2007.

Currency risk

The Helios Group exports a great
amount of its products to foreign mar-
kets; at the same time production compa-
nies are dependent on the import of raw
materials and other materials for produc-
tion. The same applies for the procure-
ment of machines and devices with
regard to investment activities. As a
result of the Group exporting almost a
fourth of its products to countries of the
former Soviet Union, we were in the
past, exposed to the instability of the US
dollar.

We already took a large step in 2005
towards reconciling the currency
accounts, namely by invoicing the major-
ity of sales to so-called Russian dollar in
euros and no longer in dollars.

In 2006 the value of the dollar account
was almost completely reconciled for we
also adequately adapted dollar procure-
ments to this currency. Thus, no new cur-
rency forward transactions were conclud-
ed as had been the practice in the past
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when the currency account was not rec-
onciled.

Interest rate risk

Risk involving changes in interest rates
is defined by the Group as an uncertainty
associated with future values of key vari-
able interest rates which define the
amount of liabilities arising from long-
term debt.

In recent years, we opted for loans
with fixed interest rates in place of the
majority of long-term European loans
concluded on the basis of the variable
interest rate of EURIBOR. Thus we were
able to fix our financing costs. In 2006
we did not decide for additional forward
interest rate transactions despite having
taken out long-term loans since their
prices already incorporated the foreseen
rise in European interest rates. Thus at
the end of 2006, only 23 percent of our
long-term financial liabilities were con-
cluded using fixed interest rates. Short-
term liabilities were concluded using a
variable interest rate tied to EURIBOR,
LIBOR, PRIBOR, ZIBOR, WIBOR,
BRIBOR and MIBOR while approxi-
mately 12 percent of all short-term liabil-
ities were tied to a fixed interest rate.

Price risk

Raw materials required for the produc-
tion of our products are purchased from
numerous suppliers. The majority of raw
materials are acquired from oil, minerals
and metals. In ordinary marketing cir-
cumstances, these raw materials can easi-
ly be acquired on the market. At times,
the price and supply of raw materials are
prone to extraordinary fluctuations which
could considerably weaken the supply or
increase the production costs of our
products. In the past three years, the
costs of raw materials rose immensely
and could not be entirely incorporated
into the price of finished products. If the

price growth fails to stabilize, such
trends are apt to continue.

The Group attempts to decrease price
and supply risk through implementing
various measures such as long-term con-
tracts with strategic suppliers for key raw
materials, purchases of raw materials
during the most favourable price periods,
the search for new and more competitive
raw material sources, constant supervi-
sion and evaluation of attained competi-
tiveness of prices, assurance of quality
and prompt supplies and control over
optimal stocks of raw materials and
packaging.

Property risk

The companies of the Helios Group
systematically transfer their key property
risks (fire, earthquake, production fall-
out, machine break-downs, transport
delays) and the management of civil obli-
gations and employee accident risks at
work and during business travel to insur-
ance companies.

In 2006 key property risks were also
insured for the new members of the
Group with an emphasis on the produc-
tion member Odilak.

We have reconciled the contractual
provisions and conditions for the insur-
ance of manufacturer liabilities using
expanded coverage and specific coverage
for manufacturers of paints and lacquers
with the insurance company which will
thus in 2007, enable this type of risk
management to all production members
of the Group.



15. Business excellence and social responsibility

Business Excellence - TQM

The Helios business group is a
respected and distinguished interna-
tional company operating in a wide
region of central and eastern Europe and
countries of the former Soviet Union.
The reputation which we the employees
of Helios built up through our actions
and dedication represents our competitive
advantage. As we desire to maintain it
and upgrade it, it is extremely important
that each employee be acquainted with,
understand and implement the agreed
upon standards and rules. Thus we have
written down our values and principles.
Adherence to these principles and rules
will ensure that we achieve our most
important objective: the satisfaction of
our customers (users), the broader public,

our employees and shareholders.

Quality and excellence are understood
as resources for ensuring the long-term
stable development of an organisation
and we believe that in the future, compa-
nies will adopt and experience them as
generally validated common attributes.
Certified quality management systems
have been set up in all production sub-

sidiaries of the Helios Group in compli-

ance with the international standard ISO
9001: 2000. The standard requires that
we carry out internal and external system
assessments and we were again success-
ful in their implementation this year.
TQM (Total Quality Management) was
how we named the system based on ISO
9001 which within capabilities and
needs, also introduces all additional con-
cepts. This name also marks the respon-
sibility for the adequate integration of
systems and procedures which we have
and will in the future introduce — among
them for example the environmental
management system in compliance with
ISO 14001, the safety and health at work
system in compliance with OHSAS
18001 and the quality management sys-
tem in compliance with the international
specification ISO/TS 16949 which pre-
scribes additional requirements for the
automotive industry.

Everything we do, we do for the cus-
tomer or user of our products, thus the
fulfilment of their needs and expectations
is our key task. One of the indicators,
measuring our current customer focus, is
customer satisfaction. We measure it in
various ways. Once results have been
processed, we prepare measures if
required.

The guides for our daily work are
adopted objectives and strategies. We
regularly review their attainment,
analysing them and take measures when
negative trends appear.

Management encourages team work
and cooperation. We do not only develop
managers, but also leaders who have an
excellent effect on the creation and
preservation of relationships in which
employees experience full incorporation

into the activities for attaining the organi-

sation’s objectives and particularly, per-

manent improvement.

Each year we need to weigh the old
against the new and develop new prod-
ucts, introduce new procedures, optimise
processes and increase customer and
employee satisfaction. We are aware of
the large potential of our employees, thus
we encourage them to offer beneficial
suggestions and team task implementa-
tion and particularly creative thinking
directed towards the search for best pos-
sible solutions. Management also ensures
that employees are competent, possess
adequate knowledge and the skills
required for their work positions. Since
they only have a limited period of use,
we monitor the needs for new knowl-
edge on an ongoing basis and carry out
training for the achievement of optimal
competences. Care for ongoing learning
and personal and professional develop-
ment is encouraged and actively support-
ed by company management.

Permanent improvement which is the
key condition for organisational success
is reflected in our objectives as results.
Each year, through the adequate weigh-
ing of the old and the new, new products
must be developed, new procedures
incorporated, existing processes opti-
mised and customer and employee satis-

faction increased.

The results must be reflected in
increased productivity and decreased
costs. Excellence must not remain only a
theory but must be incorporated in our
work leading to above-average results
and the conviction that such results will
also be achieved in the future.
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Employees

Employees are one of the key elements
of the business process. Thus great atten-
tion is focused on their knowledge, com-
petences, safe work and the development
of company affiliation.

Again a low rate of employee turnover
was characteristic for 2000, reflecting
that employees see their future in Helios
and that they identify with the company.
Productivity has grown at a suitable rate
not only in the parent company but also
in the other companies of the Group.
This is reflected in the successful realisa-
tion of our strategic orientation encom-
passing the gradual decrease of differ-
ences in the Group. The increase in the
number of employees in the previous
year was the result of company acquisi-
tions.

We are also considerably successful in
resolving differences in organisational
cultures in the Group. This is achieved
through fortifying the management team
with personnel from the parent company
and the periodical training of employees
in the Group in companies with propor-
tionately the greatest efficiencies or high-
est degree of development with regard to
individual production programs.

The educational structure in the major-
ity of companies also improved during

the previous business year. Lower educa-

Employees of the Helios Group by region

Employed on 31 December

tional levels are gradually being raised to
at least the fourth and fifth educational
levels, enabling us to follow new techno-
logical requirements which bring more
structured products or more advanced
production equipment. On the Group
level, this statement must still be com-
pletely realised for new acquisitions, as a
rule, bring with them a lower educational

structure of employees.

In 2007 the majority of measures
involving personnel will be geared
towards the growth of productivity, the
transfer of good practices among individ-
ual subsidiaries and the standardisation
of organisational culture whereby we
will not remedy those differences which
reflect the characteristics of the employ-
ees’ environments or those which in indi-
vidual geographical areas, represent an

advantage.
Training

The realisation of objectives both on
the Group and company level requires an
extensive and directed investment into
the knowledge and skills of employees.
Funds earmarked for this area are not
merely considered investments into
employees but also as a type of reward,
enabling individuals personal growth.
Each employee should be aware that

he/she is jointly responsible for his/her

Employees in terms of paid hours

2005 2006 Index 2005 2006 Index
Slovenia 1.295 1.301 100 1.257 1.267 101
EU Member States 70 80 114 68 73 107
Non-EU countries 523 830 159 491 739 150
Total 1.888 2.211 117 1.816 2.080 115
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Educational structure of the Helios
Group in 2006
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development and the company can only
suitable support and encourage him/her
in this endeavour.

In 2006 we received the TOP 10
award, handed out by the company GV
IzobraZevanje for our systematic invest-
ment into knowledge and concern for the
education of adults.

In the previous year, each of our
employees attended various forms of
training an average of three times of
year, earmarking over 17 hours for this
purpose. The largest share comprised
professional training. We realise that
only the maintenance of contact with
contemporary trends and the develop-
ment of new technologies and work
methods will ensure our continued exis-
tence. Special emphasis is placed on the
training of research employees — our
experts attended over 10 conferences,
workshops and seminars at home and
abroad and thus transferred it to col-
leagues in research, production and sales.
In the past year, we also renewed the
entire group of trainings for obtaining the

internal permit for commercialists.



Increasingly more attention is being
directed at training for various manage-
ment areas: in the previous year, we
introduced a set of workshops for pro-
duction managers in which theoretical
departure points were connected with
concrete cases and duties in practice.

In addition to formal types, important
are also informal trainings at the work
position or in the work process.
Managers and mentors are responsible
for initiating new employees and for the
continuous training of all their subordi-
nates.

The companies in the Helios Group
also successfully cooperate with various
educational institutions both in the local
environment and on the national levels in
which they operate. We participate in
educational and presentation projects
regarding individual professions — partic-
ularly in the area of chemistry. Students
and pupils become acquainted with the
requirements of various work positions
through visits to our companies, practical
work and diploma theses.

The procedures incorporated in the
parent company regarding education and
training are also being successfully trans-
ferred to acquired companies.

In the upcoming period, one of the key
tasks of all companies of the Group will
be the preparation of rules regarding
daily work practices. Through this proj-
ect, we desire to more clearly define the
expected organisational culture which
will enable us to maintain and upgrade
the reputation we already enjoy.

Already years ago, we introduced
annual reviews between management and
employees as a tool for more successful
management and development. These aid
us in preparing training plans and estab-

lishing deeper communications between
management, subordinates and collabora-
tors. As a tool for targeted management,
they enable the systematic establishment
of objectives and control over their reali-
sation, establishment of possible prob-
lems and obstacles regarding work and
agreements on how to remedy them.

Social responsibility

The Helios Group nurtures a responsi-
ble and partnership relationship towards
the social environment and individuals as
reflected both within the scope of the
Helios Group and on the local, national
and international levels.

In 2006 we again continued with our
eight-year cooperation with the Ministry
of the Environment and Spatial Planning
in the Helios Ecological Fund partner-
ship project for preserving the purity of
Slovenian waters. In the previous year,
we have for the third year in a row in
addition to local communities, attracted
elementary and secondary schools.
Students and pupils participate in the
preparation of conceptual design projects
involving water learning routes including
the renewal of wells. To date, we have in
cooperation with the caving societies
cleaned 17 Karst caves and pits, remov-
ing around 240 cubic metres of various
types of waste. In cooperation with local
communities, we rejuvenated 45 local
wells and in such manner drew attention
to the increasingly current importance of
maintaining waters as a limited and irre-
placeable natural resource.

In addition to activities connected to
the protection of the natural environment,
we should not forget our other activities
which also contribute to a rise in the
quality of life. Within this scope, in
cooperation with the Olympic Committee
of Slovenia, we continued with the proj-
ect of renewing sports facilities.

We also participated in humanitarian
actions. We again earmarked a portion of
our financial resources to the Institute of
Oncology Ljubljana, aiding n the pur-
chase of an ultrasound devices for moni-
toring heart functions and also used as a

tool in treating cancer.

Since we are aware of the significance
of the company’s incorporation into the
local environment, we direct special
attention towards the support of various
activities in the home environment. We
provided aid to various fire fighting soci-
eties and disabled organisations a num-
ber of times and jumped to the aid of stu-
dents and athletes. We remain the general
sponsor of the basketball team KK
Helios Domzale.
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Environmental responsibility

Also in 2006, we continued with
planned activities for attaining environ-
mental protection objectives and fulfill-
ing the requirements set by legislation.
Within the group of activities requiring
the most attention, especially in the pro-
duction companies Helios, TBLUS and
Color, the preparation of extensive and
demanding documentation and timely fil-
ing of applications for the acquisition of
the environmental permit was required.
Both companies are liable for IPPC
(Integrated Pollution Prevention and
Control) and classified among risk pro-
duction lies according to the Seveso
Decree and liable according to decrees

on emissions in the air.

Due to the intensive introduction of the
recent European environmental and
chemicals directive REACH, we focused
considerable attention to discussions
accompanying the emergence of the new
legislation in 2006. We also actively par-
ticipated in debates prepared by the
Chamber of Commerce and Industry and
European Association of Coating
Manufacturers CE-PE in connection to
the aforementioned.

We also intensively cautioned our sup-
pliers and key customers of the changes
being prepared.

We made significant progress in the

area of designing standardised databases
which partially already offer companies
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in the Group support regarding the pro-
duction of legally compliant documenta-
tion (safety sheets, and printed labels for
all companies). Our Group operates on
numerous markets, thus it is important
we offer customers documentation in
their language, which also contributes to

our competitive advantage.

We continued to implement environ-
mental management systems in accor-
dance with ISO 14001 which form the
basis for the systematic resolution of
environmental protection problems while
emphasising legal regulations.

So as to recognise good practices and
ensure their introduction in all companies
of the Group, we also prepared meetings
of experts from the areas of ecology,
safety at work and work with chemicals
within the scope of the Group.

Among the most important directives
in connection to the products from our
programs are the VOC directives 1999/13
and 2004/42) which limit the quantity of
volatile organic compounds in products.
In the previous year, we adapted numer-
ous products to these requirements,
focusing considerable attention on
informing our customers. We continued
the process of replacing more toxic sub-

stances with less toxic equivalents.

Safety and health at work

Care for the safety of employees has a
long tradition in the companies of the
Helios Group. The chemical processing
industry, due to several risks associated
with the nature of work, is kept strictly
monitored through legal supervision
while work with materials requires the
appropriate tools, technology and knowl-

edge.

We continued with the construction of
systems for safer work. The company
Color which had already acquired certifi-
cation in accordance with the standard
OHSAS 18001 was jointed in 2006 by
the company Helios, TBLUS. The
OHSAS 18001 certificate confirms that
we have set up an effective and appropri-
ate system for managing safety and
health at work. Through regular supervi-
sion and recertification assessments, we
will ensure the concurrent implementa-
tion and permanent improvement of this

system.

Through the successful introduction of
systems for managing safety and health,
the Helios Group has jointed companies
whose management utilises all three fun-
damental management systems for suc-
cessful management: the quality manage-
ment system, the environmental manage-
ment system and the management of

safety and health at work system.



he transition to 2007 has brought

several novelties to our operations. In
addition to general novelties, such as the
transition to the EUR and changes in the
tax system, the adaptation of the Group
and fortification of the Management
board was required due to the Group’s
expansion. In 2006 we also became the
majority owner of five retail companies
which will be included in the consolida-
tion in 2007.

In 2007 we are planning to direct a
large share of investments into techno-
logical procedures and the increase of
production capabilities and into research,
marketing and distribution channels. We
will also invest into information technol-
ogy and are planning the improvement
and standardisation of the information

infrastructure.

Forecasts of conjuncture fluctuations
for 2007 are somewhat more favourable
so that we are expecting at least a partial
stabilisation in the prices of raw materi-

als.

In 2007 we are planning EUR 291 mil-
lion in consolidated net sales revenues
which is 12 percent higher than in 2006.
The share of sales from the new compa-
nies has already been included in this
figure. We are planning EUR 14,8 mil-
lion worth of net profit, which is 12 per-
cent more than in 2006 and a 12-percent

net return on equity.

16. Tasks and objectives for 2007

Departure points for business
year 2007:

We will operate as a multinational
system. Through acquisitions, we
acquired companies which operate
in various cultural, legal and busi-
ness environments. Through a strate-
gy and remaining guidelines, we
will endeavour to standardise organ-
isational culture and especially seek
synergies for increasingly better
business results.

The companies which have joined
the Group recently will be improved
through targeted productivity growth
which must approximate the produc-
tivity of the parent company in an
accelerated manner through various
measures. One such measure com-
prises the specialisation of produc-
tion according to production loca-

tions.

We will examine opportunities for

new acquisitions.

We will cooperate with strategic
partners which do not possess
greater direct business interests on
our traditional markets.

We will offer our customers cus-
tomised total solutions with the aim

of providing satisfaction.

We will fortify the distribution net-
work in all countries in which we
possess subsidiaries or contractual

partners.

We will be oriented towards the
increase of market shares on our
existing markets and will only
expand onto new markets as an
exception. Within the scope of the
EU, we will focus only on defined
niches where we can attain substan-

tial market shares.

* As a Group, we will be oriented

towards sustainability, development
reconciled with the environment
whose departure point is a balance
between economic, environmental
and social needs of the contempo-
rary world without limiting the
development possibilities of future

generations.

* We will considerably accelerate pro-

gram restructuring of environmental-

ly friendly coatings.

¢ Great attention will be directed

towards concern for environmental

protection and the health of people.

* We will focus on lowering costs of

all types.
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Consolidated income statement
for the year ended 31 December 2006

in 000 SIT Notes 2006 2005
1. Revenue 3 62.143.731 55.019.554
2. Cost of goods sold 48.327.929 42.690.638
3. Gross profit 13.815.802 12.328.916
4. Selling and marketing costs (including

depreciation and amortisation) 7.054.127 5.854.545
5. Administrative expenses (including depreciation

and amortisation) 4 3.764.783 3.453.763
6. Other income 805.074 400.321
7. Financial income from investments 8 503.358 738.983

a) Income from investments in associates and joint,

ventures 73.422 219.457

b) Income from investments in other companies 35.168 330.167

c) Gains from investment disposal 394.768 189.359
8. Financial income from loans and operating

receivables 9 499.033 162.540
9. Finance costs for investment impairment and

write-offs 10 0 1.243
10. Finance costs from financial liabilities iR 728172 609.781
11. Finance costs from operating liabilities 11 69.691 414.662
12. Profit before income tax 4.006.494 3.296.766
13. Income tax expense 12 822.673 625.019
14. Deferred income tax 13 12.678 -323.722
15. Net profit for the year 3.171.144 2.995.466
Attributable to:
— Equity holders of the parent 3.049.109 2.861.350
— Minority interests 122.035 134.116

Earnings per share (in SIT) 14 14.024 13.135



44

HELIOS Group

Consolidated balance sheet

at 31 December 2006

in 000 SIT

Assets
A. Non-current asset
|. Intangible assets and long-term deferred costs
1. Trademarks and licences
2. Goodwill
3. Advance payments for intangible assets
4. Long-term deferred development costs
II. Property, plant and equipment
1. Land and buildings

2. Plant and machinery

3. Property, plant and equipment in process of acquisition

IIl. Investment properties

IV.  Long-term investments
1. Investments in associates and joint ventures
2. Long-term investments except loans
3. Long-term loans

V. Long-term operating receivables

1. Long-term operating receivables from customers

2. Other long-term receivables
VI. Deferred income tax assets
B. Current assets
|. Assets held for sale
Il Inventories
1. Raw materials
2. Work in progress
3. Finished goods
4. Advance payments for inventories
Il Short-term investments
1. Short-term investments except loans
2. Short-term loans

V. Short-term trade receivables

1. Short-term trade receivables due from customers

2. Short-term trade receivables due from others
V. Cash and cash equivalents

C. Short-term deferred costs and accrued income

Total assets

Notes 2006 2005
27.502.612 24.771.204
16 521.903 616.593
150.617 169.106
340.442 420.744
5.238 0
25.606 26.743
17 23.361.805 20.849.040
14.497.687 11.866.506
7.635.286 6.985.595
1.228.832 1.996.939
0 0
3.187.247 2.571.584
18 105.827 178.034
20 3.000.404 2.393.550
21 81.016 0
22 2.278 4.696
1.763 4.446
515 250
13 429.379 729.291
34.298.111 27.537.106
0 0
23 15.303.997 11.606.937
5.830.539 4.532.248
1.185.517 963.772
8.217.048 6.109.173
70.893 1.743
139.675 305.816
20 0 186.592
21 139.675 119.223
22 17.826.766 15.131.447
16.878.332 14.518.437
948.434 613.010
24 1.027.673 492.906
87.117 59.794
61.887.841 52.368.104



in 000 SIT

Equity and liabilities

A. Kapital

|.  Called-up capital
1. Share capital

II. Capital reserve

IIl. Revenue reserves
1. Legal reserves
2. Reserves for treasury shares and holdings
3. Statutory reserves
4. Other reserves

IV. Treasury shares

V. AFS revaluation surplus

VI. Retained earnings

VII. Minority interests

B. Provisions and long-term accrued costs
1. Provisions for pensions and similar charges
2. Other provisions

C. Non-current liabilities

I. Long-term financial liabilities
1. Long-term financial liabilities to banks
2. Other long-term financial liabilities

II.  Long-term operating liabilities
1. Long-term operating liabilities to suppliers
2. Other long-term operating liabilities

Ill. Deferred tax liabilities

D. Current liabilities

I. Liabilities held for sale

Il Short-term financial liabilities
1. Short-term financial liabilities to banks
2. Other short-term financial liabilities

IIl. Short-term operating liabilities
1. Short-term liabilities to suppliers
2. Short-term liabilities from bills
3. Income tax payable

E. Short-term accrued costs and deferred income

Total equity and liabilities

Notes 2006 2005
30.405.632 27.518.899
25 2.198.610 2.198.610
2.198.610 2.198.610
5.839.334 5.839.334
26 10.435.334 9.407.425
219.861 219.861
433.286 259.540
219.861 219.861
9.5662.326 8.708.163
-433.286 -2569.540
992.566 657.853
9.744.014 8.304.748
1.629.060 1.370.469
29 1.400.746 1.352.105
980.362 842.322
420.384 509.783
10.066.455 6.407.070
27 9.905.841 6.239.505
9.700.409 5.880.665
205.432 358.840
28 160.614 167.565
125.385 133.128
35.229 34.437
13 0 0
19.884.902 16.988.011
0 0
27 7.979.704 8.398.804
7.975.076 8.283.422
4.628 115.382
28 11.905.198 8.589.207
11.242.535 8.350.396
184.048 16.516
478.615 222.293
130.106 102.019
61.887.841 52.368.104
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Consolidated cash flow statement

for the year ended 31 December 2006

in 000 SIT

Cash flows from operating activities

Profit before income taxes

Adjustments for:

Profit of associates

Gains on disposal of property, plant and equipment

Amortisation and depreciation

Impairment of goodwill

Increase in receivables

Increase in liabilities

Increase in inventories

Increase/decrease of provisions

Decrease of accrued costs and deferred income

Decrease/increase of deferred costs and accrued income

Income tax paid

Net cash flow from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment

Proceeds from disposal of property, plant and equipment

Purchase of intangible assets

Acquisition of subsidiary

Dividends from associates

Interest received from long-term investments

Interest received from short-term investments

Net cash flows used in investing activities

Cash flows from financing activities

Proceeds from borrowings

Dividends paid to the shareholders

Other payments

Dividends paid to minority interests

Purchase of treasury shares

Payments to minority interests

Net cash flow from financing activities

Net foreign exchange differences

Net cash flows

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

Notes 2006 2005
4.006.494 3.296.766
-73.422 -219.457
-23.513 -52.031
1.975.886 1.676.826
81.251 78.689
-2.404.779 -2.5664.298
3.309.404 603.636
-3.462.919 -1.179.985
2.985 -56.991
28.086 -69.173
-27.323 241.660
-822.673 -625.019
2.589.478 1.130.623
-4.435.041 -5.5625.755
47.026 104.062
-62.198 -113.931
19 -1.126.403 0
145.630 397.857
828.841 238.863
166.141 135.377
-4.426.004 -4.763.527
3.067.750 3.843.675
-641.554 -691.243
-37.176 -43.714
-31.820 -6.327
0 -174.775
-316 -6.199
2.356.884 2.921.417
14.409 6.896
520.358 -704.591
24 492.906 1.197.497
24 1.027.673 492.906



in 000 SIT

A. At 1 January 2006

B. Net gains on available-
for-sale financial assets

C. Currency translation
differences

Total (B+C)

D. Net profit

Total (B+C+D)

E. Dividends

F. Other

G. Reclassifications

— reallocation of net profit,
based on a resolution of
the management and
supervisory board

— decrease in reserves
for treasury shares, and
reallocation to other
components of equity

— transfer

— acquisition of subsidiary

At 31 December 2006
(A+B+C+D+E+F+G)

Consolidated statement of changes in equity

Called-up Capital Treasury
capital reserves shares

2.198.610 5.839.334  -259.540

for the year ended 31 December 2006

Revenue AFS Retained Majority Minority Total
reserves  revaluation  earnings interests interests
surplus

9.407.425 657.853 8.304.748 26.148.429 1.370.469 27.518.899

334.713 334.713 0 334.713
98.851 0 98.851 48707  147.558

0 0 0 98.851  334.713 0 433564  48.707 482271
3.049.109 3.049.109 122035 3.171.144

0 0 0 98.851  334.713 3.049.109 3.482.673  170.742 3.653.415
641554 641554  -31.820  -673.374

-37.176 -37.176 17.420 -19.756

0 0 -173.747  929.059 0 -931.115  -175.803  102.250  -73.553
931.115 -931.115 0 0 0

2.056 -2.056 0 0 0

-175.803 -175.803 0 -175.803

0 102.250 102.250

2.198.610 5.839.334  -433.286

10.435.334 992.566 9.744.014 28.776.569 1.629.060 30.405.632

47



48

HELIOS Group

Consolidated statement of changes in equity
for the year ended 31 December 2005

in 000 SIT

A. At 1 January 2005

B. Net loss on available-
for-sale financial assets

C. Currency translation
differences

Total (B+C)

D. Net profit
Total (B+C+D)
E. Dividends
F. Other

G. Acquisition/disposal
of treasury shares

H. Reclassifications

— reallocation of net profit,
based on a resolution of
the management and
supervisory board

— decrease in reserves for
treasury shares, and
reallocation to other
components of equity

— acquisition of minority
interests

— other reallocations of
equity components

At 31 December 2005

(A+B+C+D+E+F+G+H)

Called-up Capital Treasury Revenue AFS Retained Majority Minority Total
capital reserves shares reserves  revaluation  earnings interests interests
surplus
2.198.610 5.839.334 -85.464  8.367.287 699.324  7.205.308 24.224.400 1.255.867 25.480.267
-41.471 -41.471 -41.471
6.902 6.902 6.902
0 0 0 6.902 -41.471 -34.569 0 -34.569
2.861.350 2.861.350 134.116  2.995.466
0 0 0 6.902 -41.471  2.861.350 2.826.781 134.116  2.960.897
-691.243 -691.243 -6.327 -697.570
-43.714 -43.714 -43.714
-174.076 -174.076 -174.076
0 0 0 1.033.236 0 1.026.954 6.282 -13.187 -6.905
613.448 -613.448 0 0 0
174.076 -174.076 0 0 0
6.282 6.282 -13.187 -6.905
245.712 -245.712 0 0 0
2.198.610 5.839.334  -259.540 9.407.425 657.853  8.304.748 26.148.429 1.370.469 27.518.899



Income statement of Helios Domzale, d. d.
for the year ended 31 December 2006

in 000 SIT Notes 2006 2005
1. Revenue 2.336.151 1.148.304
2. Cost of goods sold 186.213 81.520
3. Gross profit 2.149.938 1.066.784
4. Selling and marketing costs (including depreciation

and amortisation) 457.704 182.619
5. Administrative expenses (including depreciation and

amortisation) 4 1.674.881 797.234
6. Other income 5 8.403 8.930
7. Financial income from investments 8 1.960.645 1.756.463

a) Income from investments in group companies 1.417.032 962.625

b) Income from investments in associates and joint

ventures 145.630 397.857

c) Income from investments in other companies 397.983 395.981
8. Financial income from loans and operating

receivables 9 176.845 61.089
9. Finance costs for investment impairment and

write-offs 0 0
10. Finance costs from financial liabilities ih 184.519 140.238
11. Finance costs from operating liabilities " 46 315.399
12. Profit before income tax 1.978.681 1.457.777
13. Income tax expense 12 124.419 62.350
14. Deferred income tax 13 -7.968 -3.451

15. Net profit for the year 1.862.230 1.398.878
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Balance sheet of Helios Domzale, d. d.

at 31 December 2006

in 000 SIT Notes 2006 2005
Assets
A. Non-current assets 18.708.566 16.607.060
|. Intangible assets and long-term deferred costs 0 0
I, Property, plant and equipment 17 216.677 225.112
1. Land and buildings 132.896 117.481
2. Plant and machinery 80.829 72.119
3. Property, plant and equipment in process of
acquisition 2.952 35.512
IIl. - Investment properties 0 0
V. Long-term investments 18.491.889 16.381.948
1. Investments in group companies 20 15.868.043 14.525.199
2. Investments in associates and joint ventures 18 46.963 46.963
3. Long-term investments except loans 20 2.574.619 1.806.852
4. Long-term loans 21 2.264 2.934
V. Long-term operating receivables 0 0
VI. Deferred income tax assets 13 0 0
B. Current assets 2.210.032 1.883.339
I. Assets held for sale 0 0
Il Inventories 0 0
Il Short-term investments 1.096.871 1.633.473
1. Short-term investments except loans 20 129.190 0
2. Short-term loans 21 967.681 1.5633.473
IV.  Short-term trade receivables 22 1.075.561 319.979
1. Short-term trade receivables due from group companies 811.143 252.137
2. Short-term trade receivables due from customers 50.671 839
3. Short-term trade receivables due from others 213.747 67.003
V. Cash and cash equivalents 24 37.600 29.887
C. Short-term deferred costs and accrued income 304 0
Total assets 20.918.902 18.490.399



in 000 SIT

Equity and liabilities
A. Equity
|.  Called-up capital
1. Share capital
II. Capital reserve
IIl. Revenue reserves
1. Legal reserves
2. Reserves for treasury shares and holdings
3. Statutory reserves
4. Other Revenue reserves
IV. Treasury shares
V. AFS revaluation surplus
VI. Retained earnings
B. Provisions and long-term accrued costs
1. Provisions for pensions and similar charges
C. Non-current liabilities
I. Long-term financial liabilities
1. Long-term financial liabilities to banks
Il.  Long-term operating liabilities
IIl. Deferred tax liabilities
D. Current liabilities
I Liabilities held for sale
Il Short-term financial liabilities
1. Short-term financial liabilities to group companies
2. Short-term financial liabilities to banks
3. Other Short-term financial liabilities
Ill. Short-term operating liabilities
1. Short-term operating liabilities to group companies
2. Short-term liabilities to suppliers
3. Income tax payable

E. Short-term accrued costs and deferred income

Total equity and liabilities

Notes 2006 2005
16.154.436 14.699.402
25 2.198.610 2.198.610
2.198.610 2.198.610
5.839.334 5.839.334
26 3.900.730 2.971.671
219.861 219.861
433.286 259.540
219.861 219.861
3.027.721 2.272.409
-257.484 -259.540
992.566 657.853
3.480.680 3.291.473
29 177.824 89.647
177.824 89.647
3.392.547 2.607.139
27 3.137.333 2.405.785
3.137.333 2.405.785
28 0 0
13 255.214 201.354
1.192.529 1.088.665
0 0
27 866.903 897.779
3.510 3.103
858.685 787.962
4.708 106.714
28 325.626 190.886
16.555 1.799
176.088 140.203
132.983 48.884
1.566 5.546
20.918.902 18.490.399
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Cash flow statement of Helios Domzale, d. d.
for the year ended 31 December 2006

52

in 000 SIT Notes 2006 2005
Cash flows from operating activities
Profit before income taxes 1.978.681 1.457.777
Adjustments for:
Loss on disposal of property, plant and equipment -1.316 0
Amortisation and depreciation 20.603 19.606
Decrease in receivables -755.582 -25.810
Increase/decrease in liabilities 196.567 -147.220
Increase in provisions 88.177 17.254
Decrease/increase in accrued costs and deferred income -3.981 5.424
Decrease/increase in deferred costs and accrued income -304 1.313
Income tax paid -124.419 -62.350
Net cash flow from operating activities 1.398.426 1.265.992
Cash flows from investing activities
Acquisition of property, plant and equipment -13.484 -52.997
Proceeds from disposal of property, plant and equipment 2.632 0
Acquisition of subsidiary 19 -1.126.403 0
Dividends from associates 145.630 397.857
Interest paid/received from long-term investments -859.689 838.709
Interest received/paid on short-term investments 436.602 -1.470.001
Net cash flows used in investing activities -1.414.712 -286.432
Cash flows from financing activities
Proceeds/repayments of borrowings 702.728 -50.258
Dividends paid to the shareholders -641.554 -691.243
Other payments -37.176 -43.714
Purchase of treasury shares 0 -174.076
Net cash flows from/used in financing activities 23.998 -959.291
Net cash flows 7.713 20.269
Cash and cash equivalents at 1 January 24 29.887 9.617
Cash and cash equivalents at 31 December 24 37.600 29.887



Statement of changes in equity of Helios Domzale, d. d.
for the year ended 31 December 2006

Called-up Capital Treasury Revenue Revaluation Retained Total

in 000 SIT capital reserves shares reserves surplus earnings
A. At 1 January 2006 2.198.610 5.839.334 -259.540 2.971.671 657.853 3.291.476 14.699.402
B. Net gains on available-

for-sale financial assets 334.713 334.713
Total (B) 0 0 0 0 334.713 0 334.713
C. Net profit 1.862.230 1.862.230
Total (B+C) 0 0 0 0 0 1.862.230 1.862.230
D. Dividends -641.554 -641.554
E. Other -37.176 -37.176
F. Reclassifications 2.056 929.059 -994.296 -63.181
— reallocation of net profit,

based on a decision of

the management and

supervisory board 931.115 -931.115 0
— reallocation of reserves for

treasury shares to other

components of equity 2.056 -2.056 0 0
— other reallocations of

equity components -63.181 -63.181
At 31 December 2006
(A+B+C+D+E+F) 2.198.610 5.839.334 -257.484 3.900.730 992.566 3.480.680 16.154.436

Statement of changes in equity of Helios Domzale, d. d.
for the year ended 31 December 2005

Called-up Capital Treasury Revenue Revaluation Retained Total
in 000 SIT capital reserves shares reserves surplus earnings
At 1 January 2005 2.198.610 2.468.737 0 589.247 15.442.618 3.109.710 23.808.922
Effect of adopting IFRS 0 3.370.597 -85.464 1.593.900 -14.743.294 262.803 -9.600.458
At 1 January 2005
(restated under IFRS) 2.198.610 5.839.334 -85.464 2.183.147 699.324 3.372.513 14.208.465
B. Net gains on available-
for-sale financial assets -41.471 -41.471

Total (B) 0 0 0 0 -41.471 0 -41.471
C. Net profit 1.398.878 1.398.878
Total (B+C) 0 0 0 0 0 1.398.878 1.398.878
D. Dividends -691.243 -691.243
E. Other -43.714 -43.714
F. Reclassifications 0 0 -174.076 787.524 0 -744.961 -131.513
— reallocation of net profit,

based on a decision of

the management and

supervisory board 613.448 -613.448 0
— acquisitions and disposals

of treasury shares -174.076 174.076 -174.076 -174.076

— other reallocations of
equity components 42.563 42.563

At 31 December 2005
(A+B+C+D+E+F) 2.198.610 5.839.334 -259.540 2.971.671 657.853 3.291.473 14.699.402
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1. Company profile

he consolidated financial statements

of Helios Group and separate finan-
cial statements of Helios DomzZale, d.d.
for the year ended 31 December 2006
were approved at the meeting of the
directors on 19 February 2007.

Helios Domzale, d.d. is a company

incorporated in the Republic of Slovenia.

The Company’s shares are listed on free
market of the Ljubljana stock exchange.

54

Principal activities of Helios
Group include:

e Business and management
consultancy activities

e Management activities of holding
companies

e Manufacture of paints, varnishes,
printing ink and mastics

e \Wholesale of chemical products

¢ Retail sale of paints, varnishes and
other chemical products

e Manufacture of starches and starch
products

In 2006 financial year, Helios Group
employed 2.211 staff.



The following enterprises are included in Helios Group:

Enterprise Country Equity interests
HELIOS, Tovarna bary, lakov in umetnih smol Koli¢evo, d. o. o. Slovenia 100,00 %
COLOR, Industrija sinteti¢nih smol, barv in lakov, d. d., Medvode Slovenia 92,11 %
HELIOS, Kemi¢na tovarna Domzale, d. o. o. Slovenia 100,00 %
MAVRICA, Trgovsko podietje z barvami in laki, d. d., Domzale Slovenia 100,00 %
HELIOS, Poslovne storitve, d. o. o. Slovenia 100,00 %
EXIDO, Zunanja in notranja trgovina, zastopanje in posredovanje, d. 0. 0. Slovenia 98,64 %
CHROMCOM, InZeniring, vzdrzevanje in meritve, d. 0. o. Slovenia 99,59 %
HELTRADING, d. o. 0., Zagreb Croatia 70,08 %
CHROMOS, Boje i lakovi, d. d., Zagreb Croatia 87,64 %
ZVEZDA-HELIOS, a. d., Gornji Milanovac Serbia and Monte negro 77,13 %
DCB HELIOS, d. o. 0., Beograd Serbia and Monte negro 100,00 %
CHEDO, spol. s . 0., Uherské Hradisté Czech Republic 50,12 %
HELIOS POLSKA, Sp. z. 0. 0., Ostrow Wielkopolski Poland 97,65 %
HELMOS, Moskva Russia 98,00 %
HELIOS ITALIA, S. p. A., Gorizia Italy 100,00 %
ODILAK, Odincovo Russia 82,33 %
COLOR TRADE, Reka Croatia 92,02 %
HELORS, Moskva Russia 51,00 %
ODIHEL, Odincovo Russia 51,00 %
HELKOS, Boje i lakovi, d. 0. 0., Sarajevo Bosnia and Herzegovina 60,00 %
HELAKOR, d. o. o., Tuzla Bosnia and Herzegovina 50,00 %
EKOHEL, d. o. 0., Kolicevo Slovenia 100,00 %
SIIP, S. p. A., Gorizia ltaly 100,00 %
HELKO, Minsk Belarus 50,00 %
HELIO-HEM, d. o. 0., Skopje Macedonia 50,00 %
HELIOS SLOVAKIA, s. 1. 0., Zilina Slovak Republic 76,12 %
HELIOS COATINGS, Brasov Romania 60,00 %
SICOLORS, Kijev Ukraine 75,00 %
ZENTAX- HELIOS, kft, Szolnok Hungary 60,00 %
SZOLNOK-HELIOS, kft, Szolnok Hungary 60,00 %
HELIOS, Budimpesta Hungary 100,00 %
CHROMOS, d. o. 0., Ljubljana Slovenia 87,64 %
COLOR NEMCIJA Germany 92,11 %
COLOR TRADE, Zagreb Croatia 64,48 %
COLOR TRADE, Sarajevo Bosnia and Herzegovina 64,48 %
COLOR TRADE, Skopje Macedonia 92,11 %
COLOR TRADING, Moskva Russia 92,11 %

On 1 July 2006, HELIOS, Podjetje za
opravljanje zunanjetrgovinskih in drugih
poslovnih storitev, d.o.o. merged with
HELIOS Tovarna barv, lakov in umetnih
smol Kolicevo, d.o.o..

Qdilak, Odincovo became a member of
Helios Group on 1 May 2006.

SIIP, S.p.A., Italy and Helko Minsk are
currently undergoing liquidation
proceedings.

At their meeting on 9 June 2006, the
shareholders of Helios Domzale, d.d.
decided to prepare the Company’s
financial statements for the year ended 31

December 2006 and the next five-year
period under International Financial
Reporting Standards (IFRS) as adopted
by the European Union.
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2. Summary of significant accounting policies

Basis of preparation

he consolidated financial statements

of Helios Group have been prepared
in accordance with accounting policies as
described below. Unless otherwise
indicated, these accounting policies have
been applied consistently for all the
periods presented.

The financial statements for the year
ended 31 December 2006, are the first
financial statements of the Company
prepared in accordance with IFRS. In the
preparation of these financial statements,
the management complied with
requirements of IFRS 1 »First-time
adoption« and used data presented in the
consolidated financial statements of
Helios Group for the year ended 31
December 2005, as the opening balances
for the first adoption of IFRS.

In the financial year 2006, the
Company adopted some new or amended
standards and interpretations as described
below. The application of new or
amended standards or interpretations had
no effect on the financial statements of
Helios Group:

¢ |AS 19 — Amendment — Employee
benefits,

e [AS 21 - Amendment — The effects
of changes in foreign exchange
rates,

¢ |AS 39 — Amendment — Financial
instruments: recognition and
measurement,

e |[FRIC 4 — Determining whether an
arrangement contains a lease

¢ [FRIC 5 - Rights to interests arising
from decommissioning, restoration
and environmental rehabilitation
funds,

¢ [FRIC 6 - Liabilities arising from
participating in a specific market —
waste electrical and electronic
equipment
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Statement of compliance

The consolidated financial statements
of Helios DomZale, d.d. and its
subsidiaries (hereinafter: Helios Group)
have been prepared in accordance with
IFRS and Interpretations of Standard
Interpretations Committee (hereinafter
IFRIC) as adopted by the EU. In the
financial statement preparation, Helios
Group and Helios Domzale, d.d. have
applied all IFRS and IFRIC required and
effective for the year ended 31 December
2006. None of the standards, whose
application was not required for the
financial year ended 31 December 2006,
have been applied early by either Helios
Group or Helios Domzale, d.d.

Underlying policies

The financial statements have been
prepared on a historical cost basis, except
for the measurement of assets at fair
value through profit or loss and available-
for-sale assets measured at fair value. The
financial statements are expressed in
Slovene tolars, rounded up to thousand
units (000 SIT), except where specifically
indicated otherwise.

Significant accounting estimates

The preparation of financial statements
in conformity with IFRS requires the use
of certain critical accounting estimates
that affect the carrying value of assets and
liabilities of the Company and disclosures
of contingencies as at the balance sheet
date and the amounts of revenue and
expenses of the Company during the
period ended on the balance sheet date.

Among others, management estimates
include the following: depreciable period
and the residual value of property, plant
and equipment and intangible assets,
inventory allowances, bad debt
allowances, and claims. Future events and
their effects cannot be determined with

any certainty. For this reason, in their
accounting estimates, the management
should exercise its judgement since
accounting estimates tend to change to
reflect new events, experience, additional
information and as the result of changes
in economic environment where the
Company operates. The actual
consequences may differ from those
estimated.

Principal estimates and assumptions at
the balance sheet date that refer to future
operations and that may result in
significant adjustments of carrying
amounts of assets and liabilities in the
next financial yea, are described below.

Goodwill impairment

Helios Group determines whether
goodwill is impaired at least on an annual
basis. This requires an estimation of the
value in use of the cash generating unit to
which the goodwill is allocated.
Estimating a value in use requires
management to make an estimate of the
expected future cash flows from the cash
generating unit and also to choose a
suitable discount rate in order to
determine the present value of those cash
flows. At 31 December 2006, the carrying
value of goodwill is SIT 304.422
(000 SIT 420.744 at 31 December 2005).
Further details are indicated in Note 16.

Deferred tax assets

Deferred tax assets are recognised on
account of all unused tax losses to the
extent that it is probable that taxable
profits will be available against which
these unused tax losses can be utilised.
Recognition of deferred tax assets
requires the management to make
significant estimates of future taxable
profits and future tax planning strategies.
At 31 December 2006, the carrying value
of recognised tax losses is 000 SIT
2.234.665 (000 SIT 2.042.736 at 31
December 2005). At 31 December 2006,



unrecognised tax losses amount to
000 SIT 185.847 (000 SIT 496.535 at 31
December 2005).

Significant judgements of the
management

In addition to estimates that
significantly affect the financial statement
values, the management had to apply
their judgment when applying accounting
policies to the following financial
statement items.

Intangible assets and property,
plant and equipment

Helios Group and Helios DomZale, d.d.
believe no factors exist that would
indicate the need for impairment of
intangible assets and property, plant and
equipment.

Basis of consolidation

The consolidated financial statements
comprise the financial statements of
Helios Domzale, d.d. and its subsidiaries
drawn up to 31 December each year. The
financial statements of subsidiaries are
drawn up using uniform accounting
policies for the same reporting year as the
financial statements of the parent
company. In case of any inconsistencies
in the accounting policies, the appropriate
adjustments are made in the consolidated
financial statements.

All inter-company transactions and
balances, including unrealised gains on
transactions between group companies,
are eliminated.

Subsidiaries are consolidated from the
date on which control is transferred to
Helios Group and cease to be
consolidated from the date on which
control is transferred out of Helios
Group. If the Group's control over a
subsidiary ceases during the year, the
consolidated financial statements should

include the results of the subsidiary until
the date on which such control over the
subsidiary existed.

Minority interest represents the portion
of profit or loss and net assets not held by
Helios Group and are presented
separately in the income statement and
within equity in the consolidated balance
sheet, separately from the parent
shareholders’ equity. Acquisition of a
minority interest is accounted for using
the entity concept method, whereby the
difference between the consideration and
the book value of the share of the net
assets acquired is recognized as an equity
transaction.

Investments in associates and
joint ventures

Investments in associates and joint
ventures are accounted for using the
equity method. An associate is an entity
in which the parent company has
significant influence and which is neither
a subsidiary nor a joint venture. A joint
venture is an investment into a jointly
controlled entity based on a contractual
foundation arrangement. Financial
statements of associates and joint
ventures represent the basis for
accounting under the equity method. The
reporting date of the associates and joint
ventures is equal to the reporting date of
Helios Group. Associates and joint
ventures use uniform accounting policies,
as used by Helios Group.

Investments in associates and joint
ventures are carried in the balance sheet
at cost plus post-acquisition changes in
the Group's share of equity of the
associate or joint venture, less
impairment loss. The income statement
reflects the share of the results of
operations of the associate or joint
venture. Where there has been a change
recognized directly in the equity of the
associate or joint venture, Helios Group
recognizes its share of any changes and

discloses this in the statement of changes
in equity.

Foreign currency translation

The consolidated financial statements
are presented in Slovene Tolars (SIT),
which is the functional and presentation
currency of the parent company and its
subsidiaries in Slovenia. Foreign currency
transactions are translated into the
functional currency at the exchange rate
ruling at the date of the transactions.
Monetary assets and liabilities in foreign
currency are translated at the exchange
rate of the functional currency prevailing
at the balance sheet date. All differences
resulting from foreign currency
translation are recognized in the income
statement. Non-monetary assets and
liabilities that are measured in terms of
historical cost in a foreign currency are
translated using the exchange rates
prevailing at the dates of the initial
transactions. Non-monetary assets and
liabilities measured at fair value in a
foreign currency are translated using the
exchange rates at the date when the fair
value was determined.

The following functional currencies are
used by foreign subsidiaries:
® Croatian kuna:
- HELTRADING, d.o.0., Zagreb;
- CHROMOS, Boje i lakovi, d.d.,
Zagreb;
- Color Trade Reka;
- Color Trgovina Zagreb
® Euro:
- HELIOS Italija, S.p.A., Gorizia,
- SIIP, S.p.A., Italy;
- Color GMBH Germany
® Convertible Serbian Dinar:
- ZVEZDA-HELIOS, a.d., Gornji
Milanovac,
- DCB HELIOS, d.o.0., Belgrade
® Czech koruna:
- CHEDO, spol. s r.0., Uherské HradiSte
® Polish zloty:
- HELIOS POLSKA, Sp.z.0.0., Ostrow
Wielkopolski
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® Russian rouble:
- OO0 HELMOS Moscow;
- ODIHEL Odincovo;
- ODILAK Odincovo;
- HELORS Moscow;
- Color Trading Moscow
® Bosnian mark:
- HELKOS, Boje i lakovi, d.o.o.,
Sarajevo;
- HELAKOR, d.o.0., Tuzla;
- Color Trade Sarajevo
® Belarusian rouble:
- HELKO, Minsk, Belarus
® Macedonian denar:
- HELIO-HEM, d.o.0., Skopje;
- Color Trade Skopje
® Slovak koruna:
- HELIOS Slovakia
® Romanian lei:
- HELIOS Coatings Romania
® Hungarian forint:
- HELIOS Zentax;
- HELIOS Szolnok;
- HELIOS Budapest
e Ukrainian hryvnia:
- HELIOS Sicolors.

As at the reporting date, the financial
statements of subsidiaries listed above are
translated into the presentation currency
of the consolidated financial statements.
The rate of exchange ruling at the
reporting date is used for the balance
sheet, while the weighted average
exchange rates for the reporting year are
used in the income statement.

The foreign exchange differences
arising on translation of the functional
currency into the presentation currency
are recognized directly in equity, until a
foreign subsidiary is sold, when the
foreign exchange differences are
recognized in the income statem.

Property, plant and equipment

Land is valued at cost, less impairment
loss. Buildings and equipment are stated
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at cost, less accumulated depreciation and
impairment loss. Helios Group and
Helios Domzale, d.d. calculate
depreciation on a straight-line basis over
the useful life of the assets as follows:

2006/2005
Buildings: 30 - 40 years
Equipment: 2 - 20 years

The carrying values of land, buildings
and equipment are reviewed for
impairment when events or changes in
circumstances indicate that the carrying
value may not be recoverable. In case of
circumstances indicating that the carrying
amount of an asset is higher than the
estimated recoverable amount, the value
of the asset is written down to its
recoverable amount. An asset’s
recoverable amount is the higher of its
fair value less cost to sell and its value in
use. In assessing the value in use, the
estimated future cash flows are
discounted to their present value using a
pre-tax discount rate that reflects current
market assessments of the time value of
money and the risk specific to the asset.
In respect of assets, whose future cash
flows depend on other assets in a cash
generating unit, the value in use is
calculated on the basis of future cash
flows of this cash generating unit.
Impairment losses are recognized in the
revaluation operating expense categories.

An item of property, plant and
equipment is derecognized upon disposal
or when Helios Group or Helios
Dom?Zzale, d.d. no longer expect any future
economic benefits from the use of the
asset. Any gains or losses on the
retirement or disposal of an asset are
recognized in the income statement in the
year of retirement or disposal.

The asset’s residual values, useful lives
and depreciation methods are reviewed

and adjusted if appropriate, at each year-
end financial statement preparation.

Borrowing costs

Borrowing costs are recognized as an
expense when incurred.

Goodwill

Goodwill represents the excess of the
cost of an acquisition over the fair value
of the Group’s share of the acquired net
identifiable assets, liabilities and
contingencies at the date of acquisition.
Following initial recognition, goodwill is
measured at cost less any accumulated
impairment losses. Since 1 January 2004,
goodwill is not amortized. Goodwill is
reviewed for impairment annually or
more frequently if events or changes in
circumstances indicate that the carrying
value may be impaired.

Any goodwill acquired by Helios
Group in a business combination is, from
the acquisition date, allocated to each of
the Group’s cash-generating unit that is
expected to benefit from synergies of the
combination. Impairment is determined
by assessing the recoverable amount of
each cash-generating unit to which the
goodwill is attributed. Where the
recoverable amount of the cash-
generating unit is less than the carrying
amount at a given date, an impairment
loss is recognized.

Where goodwill forms part of a cash-
generating unit and part of the operation
within that unit is disposed off, the
goodwill associated with the operation
disposed of is disposed of as well.
Goodwill disposed of in this
circumstance is measured based on the
relative values of the operation disposed
of and the portion of the cash-generating
unit retained.



Intangible assets

Intangible assets acquired separately
are measured at cost, while the intangible
assets acquired in a business combination
are measured at fair value as at the date
of acquisition. Following initial
recognition, the cost model is used. The
useful life of an intangible asset is finite.
Amortization of an intangible asset is
recognized in the income statement.

Internally generated intangible assets,
excluding capitalized development costs,
are not capitalized. Expenditure is
charged against profits in the year in
which the expenditure is incurred.

Intangible assets are tested for
impairment annually either individually
or at the cash-generating unit level. The
useful life of an intangible asset is
reviewed annually and adjusted when
necessary.

Research costs are expensed as
incurred and not capitalized by Helios
Group or Helios Domzale, d.d. as an
intangible asset. Development
expenditure is recognized in the balance
sheet as an intangible asset only when it
is reasonable to expect that future
economic benefits will flow from the
project. Following initial recognition of
the development expenditure, Helios
Group and Helios Domzale, d.d. apply
the cost model. Intangible assets are
recognized based on project expenditures
at historical cost and amortized over the
life of the asset and impaired when
necessary. The useful life is determined
based on expected future sales from the
related capitalized project in future
periods.

The carrying value of an intangible
asset is reviewed for impairment
annually, when the asset is not yet in use
or more frequently when an indication of
impairment arises.

Helios Group and Helios Domzale,
d.d. amortize the intangible assets on a
straight-line basis in accordance with the
estimated useful life of 3 to 5 years.

Gains and losses arising from
derecognition of an intangible asset are
measured as the difference between net
disposal proceeds and the carrying
amount of the asset and are recognized in
the income statement when the asset is
derecognized.

Recoverable amount of
non-current assets

At the reporting date, Helios Group
and Helios Domzale, d.d. review any
circumstances which would indicate the
need for impairment of non-current
assets. In case such an indication of
impairment exists, the Group prepares a
formal estimate of the recoverable
amount of an asset. In case the carrying
amount of asset is higher than the
estimated recoverable amount, the value
of the asset is written down to its
recoverable amount or the recoverable
amount of the cash-generating unit. An
asset’s recoverable amount is the higher
of the fair value less cost to sell of an
asset or cash-generating unit and its
value in use.

Investments

Investments are classified by Helios
Group and Helios Domzale, d.d. into
these categories: financial assets at fair
value through profit or loss, held-to-
maturity investments, available-for-sale
financial assets, loans, and receivables.
The classification depends on the intent
for which the financial assets were
acquired.

Recognition of financial assets

Initially Helios Group and Helios
Domzale, d.d. recognise all investments,

except for investments classified in the
fair value through profit or loss category,
at fair value plus directly attributable
transaction costs. Investments classified
in the fair value through profit or loss
category are recognized at fair value
(directly attributable transaction costs are
not included).

Financial assets at fair value
through profit or loss

Financial assets classified in the fair
value through profit or loss category are
measured at fair value. Gains or losses
on investments classified in the fair value
through profit or loss category are
recognized directly in the income
statement.

The fair value of investments quoted in
an active market is based on bid prices of
the reported stock quotation at the end of
the trading day as at the balance sheet
date. For investments, whose market
price is not reported on financial
markets, the fair value is determined with
reference to other instruments that are
substantially the same or the fair value is
determined as net present value of future
cash flows, which Helios Group and
Helios Domzale, d.d. are able to expect
from a financial asset.

Regular purchases and sales of
financial assets classified in the financial
assets at fair value through profit and
loss category are recognized on trade-
date; i.e. the date on which the company
commits to purchase or sell the asset.

Held-to-maturity investments
Non-derivative financial assets with
fixed or determinable payments and fixed

maturity are classified as held-to-
maturity investments when Helios Group
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and Helios Domzale, d.d. have the
positive intention and ability to hold the
investment to maturity. Investments
intended to be held for an undefined
period are not included in this
classification.

Investments classified as held-to-
maturity financial assets are measured at
the amortized cost method by using the
effective interest method. On initial
recognition, premiums or discounts are
amortised over the period until maturity
of the investment to compute amortized
cost. For investments carried at
amortized cost, all gains and losses are
recognized in the income statement
(derecognition, impairment or through
the amortization process).

Investments classified in the held-to-
maturity category are recognized at
settlement date.

Available-for-sale investments

After initial recognition, all
investments classified by Helios Group
and Helios Domzale, d.d. as available-
for-sale are measured at fair value or at
cost, when fair value cannot be
determined reliably. Gains and losses of
investments classified as available-for-
sale are recognized as a separate
component of equity as net unrealized
capital gains from available-for-sale
financial investments, until the
investment is sold or otherwise
derecognized. In case of impairment of
an investment, the impairment loss is
recognized in the income statement.

Regular purchases and sales of
financial investments classified in the
available-for-sale category are
recognized on trade-date; i.e. the date on
which the company commits to purchase
or sell the asset.
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Investments in subsidiaries and
joint ventures

Investments in subsidiaries are
measured by Helios DomZale, d.d. at
cost, less impairment loss, while
investments in joint ventures are
measured at cost.

Loans and receivables

Loans and receivables are financial
assets with fixed or determinable
payments that are not quoted on an active
market. This category includes loans and
receivables acquired by the company as
well as loans and receivables originating
from the company. Loans and receivables
are carried at amortized cost using the
effective interest method and are
recognized at settlement date.

Inventories

Inventories are valued at the lower of
cost and net realizable value.

The value of inventory comprises of
costs of purchase, costs of conversion
and other costs incurred in bringing the
inventory to its present location and
condition as follows:

* Raw materials are valued at average
purchase prices, which include the
purchase price, less discounts, import
and other duties. During the year
inventory of raw materials consumption
is accounted for under the moving
average prices method.

* Work in progress and finished goods
are valued at production costs, which
include the cost of direct materials and
packaging materials, costs of
operations, including the fixed and
variable costs of labour and machinery
in the production facilities, and costs of
internal logistics and quality control.

* Merchandise is valued at average
purchase prices, which include the

purchase price, less discounts, import
and other duties.

* Net realizable value is the estimated
selling price in the ordinary course of
business, less estimated costs of
completion and the estimated costs
necessary to make the sale.

Trade and other receivables

Trade receivables are recognized and
carried at original invoiced amount less
an allowance for any uncollectible
amounts. The allowance estimate is
based on reasonable expectations by
Helios Group and Helios Domzale, d.d.
that a full or partial repayment of the
debt is unlikely.

Cash and cash equivalents

Cash and cash equivalents comprise
cash at banks and in hand, and short-term
deposits with maturity of three months or
less.

Share capital

Ordinary shares are classified as
equity. Incremental costs directly
attributable to the issue of new shares,
net of tax, are recognised in equity.
Where any Group company purchases
the Company’s equity share capital
(treasury shares), the consideration paid,
including any directly attributable
incremental costs (net of income taxes) is
deducted from equity attributable to the
Company’s equity holders until the
shares are cancelled, reissued or disposed
of. Where such shares are subsequently
sold or reissued, any consideration
received is included in equity.

Borrowings
All loans and borrowings are initially

recognised at the fair value less directly
attributable transaction costs.



After initial recognition, interest-
bearing loans and borrowings are
subsequently measured at amortized cost
using the effective interest method
through the income statement. Any costs
of acquisition or any discounts or
premiums on acquisition are taken into
account in the process.

Gains and losses are recognised in the
income statement when the liabilities are
derecognised.

Provisions

Provisions are recognized when Helios
Group and Helios Domzale, d.d. have a
present obligation (legal or constructive)
as a result of a past event and it is
probable that an outflow of resources
embodying economic benefits will be
required to settle the obligation and a
reliable estimate can be made of the
amount of the obligation. Amount,
recognized as a provision, is the best
estimate of expenses, necessary to settle
the obligation as existing at the balance
sheet date. If the effect of the time value
of money is material, provisions are
determined based on discounted cash
flows using a pre-tax discount rate that
reflects the time value of money and,
where appropriate, the risks specific to
the liability. Where discounting is used,
the increase in the provision due to the
passage of time is recognized as finance
costs.

Where it is expected for some or all of
a provision to be reimbursed by other
parties, the reimbursements are
recognized as a separate asset but only
when the reimbursement is virtually
certain. In this case the expenses relating
to any provision are presented in the
income statement net of any expected
reimbursement.

Employee benefits

Contributions to the state pension
fund, social security, health security, and
unemployment security are recognised
by Helios Group and Helios Domzale,
d.d. as the current period expenditure.
Helios Group and Helios Domzale, d.d.
also recognise potential future expenses
based on the provisions of the collective
agreement relating to employees. These
expenses are recalculated based on
actuary methods and recognized over the
whole period of employees to which the
collective agreement relates.

Financial and operating lease

Helios Group and Helios Domzale,
d.d. recognise the finance lease when
substantially all the risks and benefits
incidental to ownership of the leased
item are transferred to the Group and
Helios Domzale, d.d. The financial lease
is recognized by Helios Group and
Helios Domzale, d.d. in the balance
sheet as an asset and a liability in the
amount, which at the inception of the
lease is equal to the fair value of the
leased property or, if lower, to the
present value of the minimum lease
payments. Lease payments are
apportioned between the finance charges
and reduction of the lease liability.
Financial charges are apportioned to the
periods of the lease to achieve an
effective interest rate on the remaining
balance of the liability in each period.
Financial charges are charged directly
against the income statement.

Capitalised financial leased assets are
depreciated over the shorter of the
estimated useful life of the asset and the
lease term.

A lease is classified as an operating
lease, where the lessor retains a
significant portion of the risks and
rewards of ownership of the leased item.
Payments made under operating leases
are charged to the income statement on a
straight-line basis over the period of the
lease.

Revenue

Revenue is recognized to the extent
that it is probable that the economic
benefits will flow to Helios Group and
Helios DomZale, d.d. and the revenue
can be reliably measured. The following
recognition criteria must be met:

Sale of products

Revenue is recognized when the
significant risks and rewards of
ownership of the goods have passed from
Helios Group and Helios Domzale, d.d.
to the buyer and revenue can be reliably
measured.

Interest

Interest income is accrued and
recognised under the effective interest
method.

Dividends

Revenue is recognised, when the right
of Helios Group and Helios Domzale,
d.d. to receive the payment is establis-
hed.

Rental income
Rental income arising on investment
properties is accounted for on a straight-

line basis over the lease terms on
ongoing leases.
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Government grants

Grants from the government are
recognized at their fair value but only
where there is a reasonable assurance
that the grant will be received and Helios
Group and Helios Domzale, d.d. will
comply with all attached conditions.
Government grants relating to costs are
deferred and recognized in the income
statement over the period necessary to
match them with the costs that they are
intended to compensate. Where the grant
relates to an asset, it is recognized as a
deferred income, which Helios Group
and Helios Domzale, d.d. recognise in
the income statement over the expected
useful life of the relevant asset in equal
annual instalments.

Income tax
Current tax

Current tax assets and liabilities for the
current and prior periods are measured at
the amount expected by Helios Group
and Helios Domzale, d.d. to be recovered
from or paid to the taxation authorities.
Current tax assets and liabilities are
measured on the basis of tax rates that
are enacted by the balance sheet date.

Deferred income tax

Deferred income tax assets and
liabilities are provided using the liability
method in the balance sheet. Only
deferred assets and liabilities arising
from temporary differences are
recognised.

Deferred tax asset is recognized also
for unused tax losses and unused tax
credits, which are carried forward in to
the next period, to the extent that it is
probable that taxable profit will be
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available against which these unused tax
losses and unused tax credits can be
utilized.

Deferred income tax assets are
reviewed at each balance sheet date and
reduced to the extent that it is no longer
probable that sufficient taxable profit will
be available in the future to allow the
unused tax losses to be utilized

Deferred tax liabilities and assets are
measured using tax rates that are
expected to apply when the asset is
realized or the liability is settled. Tax
rates that have been enacted or
substantially enacted by the balance
sheet date are taken into account.

Deferred tax is debited or credited
directly in equity, if the tax relates to
items that are recognised directly in
equity.

Derecognition of financial
instruments

A financial asset is derecognized,
when the risks and rewards and the
control over contractual rights related to
the financial instrument are transferred.
A financial liability is derecognized
when settled, abolished or becomes
obsolete.

Derivative financial instruments

Helios Group and Helios Domzale,
d.d. use financial instruments such as
forward currency contracts and interest
rate swaps to hedge its risks associated
with interest rate and foreign currency
fluctuations. Helios Group and Helios
Domzale, d.d. recognise the derivative
financial instruments at fair value.

The fair value of forward currency
contracts is determined by reference to
current forward exchange rate for
contracts with similar maturity profiles.

The fair value of interest rate swap
contracts is determined by reference to
market values of similar instruments.

Hedge accounting differentiates
between fair value hedges, where the
exposure to changes in the fair value of a
recognized asset or liability is hedged, or
cash flow hedges, where the exposure to
variability in cash flows that is either
attributable to a particular risk associated
with a recognized asset or liability or a
forecast transaction.

Any gains or losses arising from
changes in value of derivatives used in
fair value hedging are directly recognized
in the income statement. Gains and
losses arising from changes in value of
the hedged item and relating to the
hedged risk attributable to the hedged
item are accounted for by debiting /
crediting the item and recognized in the
income statement. When the hedged item
represents an interest-bearing asset or
liability, all attributable hedging effects
are amortized throughout the period until
maturity.

In case of cash flow hedging, the gains
and losses from the hedging instrument
are recognized, for the effective portion
of hedging, in equity. The effects of the
ineffective hedging are recognized in the
income statement. When the firm
commitment, that is hedged, results in
the recognition of a non-financial asset,
the effects of hedging previously
deferred in equity are transferred from
equity and included in the initial
measurement of the cost of the asset.
Otherwise the gains and losses from the
hedged instrument are transferred to the
income statement in future periods, thus
settling the effect of the change in fair
value of the hedged item in the income
statement.

Changes in the fair value of any
derivative instruments that do not qualify



for hedge accounting are recognized
immediately in the income statement.

Hedge accounting is discontinued
when the hedging instrument expires or
is sold or the hedge no longer meets the
criteria for hedge accounting. Gains and
losses accumulated in derivative financial
instruments, which the Group previously
recognized in equity remain in equity
until the forecast transaction occurs. If
the relevant transaction is no longer
expected to occur, the accumulated gains
and losses previously recognized in
equity are transferred to the current year
income statement.

The following new and amended
standards and interpretations
will be adopted in future periods
as required by IFRS and IFRIC:

a) IFRS 7 — Financial instruments:
disclosures — effective for periods
beginning on 1 January 2007.
This standard requires disclosures that

enable users to evaluate the signifi-
cance of the financial instruments used
by Helios Group and Helios Domzale,
d.d. and the nature and extent of risk
arising from those financial
statements.

b) IFRS 8 — Operating segments —
effective for periods beginning on
1 January 2009.

This standard replaces IAS 14 —
Segment reporting, and requires
segment reporting disclosures as used
by the management of Helios Group
and Helios Domzale, d.d. for internal
performance measurement. In case the
numbers used for internal performance
measurement of operating segments
differ from the numbers reported in
the financial statements of Helios
Group and Helios Domzale, d.d., these
differences must be reconciled.

c) IAS 1 — Amendment —

Presentation of financial
statements — effective for periods
beginning on 1 January 2007.

The amendment requires new
disclosures to enable users of financial
statements to evaluate the Group's
objectives, policies and process for
managing capital.

d) IFRIC 7 — Applying restatement

approach under IAS 29 - Financial
reporting in hyperinflationary
economies — effective for periods
beginning on 1 March 2006.

This interpretation addresses the
application of IAS 29 — Financial
reporting in hyperinflationary
economies — when an economy first
becomes hyperinflationary and in
particular the accounting for deferred
tax.

e) IFRIC 8 — Scope of IFRS 2 —

effective for periods beginning on
1 May 2006.

This interpretation addresses the
accounting for share based payment
transactions in which some or all of
goods or services received cannot be
specifically identified.

f) IFRIC 9 — Reassessment of

embedded derivatives — effective
for periods beginning on 1 June
2006.

This interpretation requires that
reassessment of whether an embedded
derivative should be separated from
the underlying host contract be made
only when there are changes to the
contract.

g) IFRIC 10 — Interim financial

reporting and impairment —
effective for periods beginning on
1 November 2006.

This interpretation prohibits the
reversal of impairment loss recognised
in previous interim period in respect

=

of goodwill, investments in equity
instruments or financial assets carried
at cost.

h) IFRIC 11— IFRS 2 — Group and

treasury shares transaction —
effective for periods beginning on
1 March 2007.

This interpretation addresses the
accounting of share based payments
schemes.

IFRIC 12 — IFRS 2 - Service
concession agreements — effective
for periods beginning on 1
January 2008.

This interpretation outlines the
approach to account for contractual
arrangements arising from entities
providing public services. It provides
that the operator should not account
for infrastructure as property, plant
and equipment, but recognise a
financial asset and/or intangible asset.

Helios Group and Helios Domzale,

d.d. are reviewing the not yet effective
standards and interpretations and at this
stage cannot reasonably assess the
impact of the new requirements. Helios
Group and Helios Domzale, d.d. will
comply with the new standards and
interpretations as and when effective.
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Financial management and risk management

Financial management

n 2006, Helios Group continued
implementing its uniform financial
policy with emphasis on new members
i.e. manufacturing enterprise Odilak in
Moscow and new distribution enterprises

in Slovak Republic and in Hungary.
Accordingly, financial aspect of the
business was standardised in respect of
the financial risk management,
cooperation with banks, insurance
companies and other financial
institutions, and receivables and

liabilities management.

The parent company Helios Domzale
d.d., applies the approved Group’s
financial policy toward banks and
financial institutions with the aim of
optimizing cash management. The parent
company ensures optimum financing of
all subsidiaries and all terms and
conditions applicable to the parent
company apply also to all other Group
companies. These terms and conditions
are consistent with the local legislation
considering also characteristics of
individual markets where the companies

operate.

Decisions regarding allocation of
assets among various investment
opportunities were based on estimated
value of future investments, while
considering the size of investment, the
time required and future cash flows, i.e.
by understanding and use of dynamic

investment criteria.
The Group followed the principle

under which all long-term investments

are appropriately funded by optimum
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financing combination considering the

cost of equity and debt financing.
Financial risk management

Risk management is a process of
identifying and assessing the risk, as well
as developing and implementing
financial risk management strategies.

We are aware that financial risks to
which the Group is exposed can
significantly affect the value of the
Group. Due and appropriate risk
management of the Group is therefore a
significant factor of the Group's financial
function.

Below are certain significant financial
risks to which Helios Group is exposed
and measures we take to manage these
risks.

Risk of changes in market value
of assets and liabilities

To ensure smooth running of the
business, a company must at all time
have at disposal sufficient amount of
equity capital as this provides a safety
cushion in case of any unforeseen
changes in the value of assets and
liabilities. For this reason we are
following a more conservative financial
leverage policy than is the sector's

average.
Liquidity risk

The most important task of financial
management is to ensure liquidity of
Helios Group in order to allow smooth
running of all business activities. We
estimate liquidity risk as low due to our
high credit rating with creditors. In a
short period of time we are able to
receive additional financial resources on

domestic and international financial

market.

Helios Group is able to agree good
financial terms on the local and
international markets and as such
presents no risk for insurance companies

or banks.

We assess liquidity risk as low due to
our effective cash management,
appropriate credit lines used in short-
term balancing of cash flows, high level
of financial flexibility, and good access
to funds required. Long-term liquidity
risk of Helios Group is also assessed as
low which is due to years of successful
performance, effective asset
management, the ability to generate cash
flows and creditworthiness.

Excellent financial position and
financial strength of the Group are
confirmed by Dun & Bradstreet who in
2006 again placed Helios Group as one
of Slovenia's highest credit rating
companies.

Credit risk

In 2006, credit risk was managed by
the following measures:

® Obtaining collateral against trade
receivables from SID — Prva kreditna
zavarovalnica d.d.,

® Additional security of high risk
receivables due from customers using
financial derivatives (bank guarantees,
letters of credit) and legal instruments
(mortgages, reservation of title),

® We require bank guarantees from
reputable banks against all advance
payments to our business partners,

® We constantly monitor credit
worthiness of all new and existing

business partners.



e Systematic receivable collection policy.
® Our investment contracts include
contractual penalties for late

deliveries.

All the enterprises in Helios Group
successfully manage their credit risks.
Special attention was devoted to new
members of Helios Group who in the
financial year 2006 were primarily
undertaking activities that will ensure
sound credit risk management in 2007.

Diagram below shows percentage of
collateral claims in total trade receivables

per individual members of Helios Group:

Currency risk

The majority of the Group’s products
are exported and manufacturing
enterprises in the Group are dependent
on the import of raw materials and other
materials used in the production process.
The same applies to acquisition of
machinery and devices used in our
investment activities. Since we export
almost one quarter of our products to the
countries of former Soviet Union, in the
past, the Group was exposed to
fluctuations of the USD exchange rate.

In 2005 we began to mitigate currency

risk by invoicing exports to Russia in
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Euro rather than the USD. Last year
USD sub-balance sheet was nearly
equalized as we managed to reduce
procurements’ invoicing in USD to a
minimum. For this reason no new
forward contracts were concluded as was
our practice in the past when currency
sub-balance sheet was imbalanced.

Interest rate risk

Interest rate risk is defined as uncer-
tainty associated with future variable
reference interest rates which determine
future value of long term borrowings.

In recent years we have decided to
switch the majority of long term borro-
wings in Euro from variable EURIBOR
to a fixed rate of interest in order to fix
our cost of borrowings. In the 2006
financial year despite raising new long-
term loamns we decided against any
additional future interest rate contracts
since the borrowing terms included the
expected increase in the Euro interest
rates.

By the end of 2006, only 23% of our
long term financial liabilities were
agreed at a fixed rate of interest. Most of
short-term liabilities were agreed at a
variable rate of interest (EURIBOR,
LIBOR, PRIBOR, ZIBOR, WIBOR,
BRIBOR and MIBOR), whilearound
12% of total short-term liabilities were
agreed at a fixed rate of interest.
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3. Segment reporting

Business segments

The primary reporting segment of

Helios Group is a business segment.

Helios Group estimates that risks and

rates of return of various product lines

are similar, therefore only one business

segment, which is not presented, is used

for financial reporting purposes.
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Year ended 31 December 2006

in 000 SIT

Revenue

Sales to external customers
Inter-segment sales

Total income

Other segment information
Assets

Investment in an associate
Total assets

Investments

Property, plant and equipment
Intangible assets

Total investments

Year ended 31 December 2005

in 000 SIT

Revenue

Sales to external customers
Inter-segment sales

Total income

Other segment information
Assets

Investment in an associate
Total assets

Investments

Property, plant and equipment
Intangible assets

Total investments

Geographical segments

Table below shows income, profits,
assets and certain liabilities classified by

geographical segments.

Slovenia EU Non-EU countries Total
14.463.708 20.587.449 30.093.763 65.114.920
-205.105 -2.111.559 -684.523 -3.001.188
14.258.603 18.475.890 29.409.239 62.143.731
42.566.729 2.982.943 15.802.962 61.352.634
105.827 0 0 105.827
42.672.556 2.982.943 15.802.962 61.458.461
2.065.105 187.988 706.715 2.959.809
17.504 7.046 22.626 47176
2.082.609 195.034 729.341 3.006.984
Slovenia EU Non-EU countries Total
17.459.136 18.191.355 22.072.548 57.723.039
-205.390 -1.895.475 -602.619 -2.703.484
17.253.746 16.295.880 21.469.929 55.019.554
28.543.989 6.279.585 16.637.204 51.460.779
178.034 0 0 178.034
28.722.023 6.279.585 16.637.204 51.638.813
3.392.888 0 1.448.470 4.841.359
76.062 7.732 9.100 92.893
3.468.950 7.732 1.457.570 4.934.251



4. General and administrative costs

Helios Group

in 000 SIT 2006 2005
Administrative expenses 3.539.031 3.128.884
Amortisation, depreciation and impairment of property,

plant and equipment and intangible assets 94.136 84.945
Impairment of current assets 131.616 239.934
Total 3.764.783 3.453.763

Helios Domzale, d. d.

in 000 SIT 2006 2005
Administrative expenses 1.671.976 794.814
Amortisation, depreciation and impairment of property,
plant and equipment and intangible assets 2.676 1.903
Impairment of current assets 229 517
Total 1.674.881 797.234
The increase in costs is the result of audit of subsidiaries in Helios Group and

reorganisation of Helios Poslovne Helios Domzale, d.d. Of total audit fee,

storitve, d.0.0., when as of 1 January 000 SIT 6.279 relates to the audit of

2006, one part of the activities and a Helios Domzale, d.d.. In addition to

number of staff of the company were audit fees, the costs of tax advisory and

transferred to Helios Domzale, d.d. other non-audit services amount to

000 SIT 4.132.
Audit fees of 000 SIT 35.633 are
included in the costs of services and

relate to the 2006 financial statement
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5. Other operating income

Helios Group
in 000 SIT

Other operating income

Total

in 000 SIT

Receivable allowances reversal

Provisions

Gains from disposal of fixed assets

Government grants
Other operating income

Total

Helios Domzale, d. d.

in 000 SIT

Other operating income

Total

6. Staff costs

The increase in costs is the result of
reorganisation of Helios Poslovne
storitve, d.o.o., when as of 1 January
2006, one part of the activities and a
number of staff of the company were
transferred to Helios Domzale, d.d.
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2006 2005
805.074 400.321
805.074 400.321

2006 2005
382.170 0

79.778 101.817
23.513 52.031
62.758 39.912
256.855 206.561
805.074 400.321
2006 2005
8.403 8.930
8.403 8.930

Helios Group
in 000 SIT

Wages and salaries

Pension costs

Social security costs

Other labour costs:

- Vacation pay, travel allowance, meal allowance
Total

Helios Domzale, d. d.
in 000 SIT

Wages and salaries

Pension costs

Social security costs

Other labour costs:

- Vacation pay, travel allowance, meal allowance

Total

2006 2005
6.798.213 6.008.492
810.271 672.588
622.577 583.988
1.260.570 1.216.737
1.260.570 1.216.737
9.491.630 8.481.805
2006 2005
1.152.528 513.274
101.999 43.628
94.606 44112
230.057 99.252
230.057 99.252
1.579.191 700.265



7. Amortisation and depreciation, foreign exchange differences, inventory
costs, costs of operating leases, research and development costs

Helios Group
in 000 SIT

Included in costs of products sold
Depreciation of property, plant and equipment
Amortisation of intangible assets

Provisions

Costs of inventories recognised as an expense
Included in administrative expenses
Depreciation of property, plant and equipment
Amortisation of intangible assets

Included in research and development costs
Depreciation of property, plant and equipment
Amortisation of intangible assets

Other research and development costs
Included in selling and marketing costs
Depreciation of property, plant and equip

Amortisation of intangible fixed assets

Helios Domzale, d. d.
in 000 SIT

Included in administrative expenses
Depreciation of property, plant and equipment
Included in research and development costs
Depreciation of property, plant and equipment
Other research and development costs
Included in selling and marketing costs

Depreciation of property, plant and equipment

2006 2005
1.333.917 1.181.434
1.314.599 1.154.934

12.273 977
7.045 25.524
131.617 94.246
193.745 190.406
148.434 145.747
45.311 44.659
1.511.368 1.397.528
103.767 99.817
362 395
1.407.239 1.297.316
351.141 230.297
343.451 221.399
7.690 8.898
2006 2005
15.607 14.142
16.607 14.142
139.013 78.692
10 0
139.003 78.692
4.987 5.464
4.987 5.464

The increase in costs is the result of
reorganisation of Helios Poslovne
storitve, d.o.o., when as of 1 January
2006, one part of the activities and a
number of staff of the company were

transferred to Helios Domzale, d.d.
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8. Financial income from investments

In 2006, financial revenue from shares
comprises 000 SIT 73.422 of profit
participation in the capital of PPG-
Helios, gains from disposal of Banka
Celje shares of 000 SIT 206.499, and
000 SIT 183.064 of revenue from
revaluation of Banka Celje put option.

70

Helios Group
in 000 SIT

Income from joint ventures
Dividends from other investments
Gains from sale and revaluation of investments

Total

Helios Domzale, d. d.
in 000 SIT

Dividends from group companies

Dividends from associate and joint ventures
Dividends from other investments

Gains from sale and revaluation of investments

Total

In 2006, dividends were received from
Helios Tovarna barv, lakov in umetnih
smol Koli¢evo d.o.o. of 000 SIT
1.191.385 (000 SIT 926.266 in 2005),
and Chromos Boje i lakovi, d.d. of
000 SIT 225.647 (000 SIT 36.359 in
2005).

000 SIT 145.630 of dividends (000 SIT
397.857 in 2005) was received from the

joint venture PPG-Helios Kolicevo.

Gains from sale of investments of
000 SIT 389.563 (000 SIT 132.149 in
2005) relate to the sale of Banka Celje
shares of 000 SIT 206.499 and income
from revaluation of Banka Celje put
option of 000 SIT 183.064.

2006 2005
73.422 219.457
35.168 330.167

394.768 189.359
503.358 738.983
2006 2005
1.417.032 962.625
145.630 397.857
8.420 263.832
389.563 132.149
1.960.645 1.756.463



9. Financial income from loans and operating receivables

Helios Group

in 000 SIT 2006 2005
Financial income from loans and operating receivables 499.033 162.540
Total 499.033 162.540
Financial income from financial and operating receivables:

- interest income 225.922 162.540
- foreign exchange differences 273.111 0
Total 499.033 162.540

Helios Domzale, d. d.

in 000 SIT 2006 2005
Financial income from loans and operating receivables 176.845 61.089
Total 176.845 61.089
Financial income from financial and operating receivables:

- interest income 59.714 61.089
- foreign exchange differences 117.131 0
Total 176.845 61.089

10. Finance costs for investment impairment and write-offs

Helios Group

in 000 SIT 2006 2005

Loss from sale and impairment of available-for-sale
investments 0 1.243

Total 0 1.243
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Helios Group

in 000 SIT

Finance costs from financial liabilities
Finance costs from operating liabilities

Total

Finance costs from financial and operating liabilities:

- interest expense
- foreign exchange differences
- other

Total

Helios Domzale, d. d.

in 000 SIT

Finance costs from financial liabilities
Finance costs from operating liabilities

Total

Finance costs from financial and operating liabilities:

- interest expense
- foreign exchange differences

Total

11. Finance costs from financial and operating liabilities

2006 2005
728.172 287.241
69.691 737.202
797.863 1.024.443
739.379 609.781
0 346.046
58.484 68.616
797.863 1.024.443
2006 2005
184.519 140.238
46 315.399
184.565 455.696
184.565 140.297
0 315.399
184.565 455.696



Helios Domzale, d. d.

Reconciliation of tax and accounting
profit multiplied by the effective tax
rate

in 000 SIT

Accounting profit before income tax
Non-deductible expense

Allowances for obsolete inventories and bad debt
Provisions

Non-taxable income

Tax allowance

Other

Total

Income tax (25%)

12. Income tax expense

Helios Group

Reconciliation of tax and accounting
profit multiplied by the effective tax
rate

in 000 SIT

Accounting profit before income tax
Non-deductible expense

Allowances for obsolete inventories and bad debt
Provisions

Non-taxable income

Tax allowance

Tax losses

Total

Income tax (25%)

Non-taxable income of 000 SIT
1.202.434 generated in 2006 (000 SIT
480.425 in 2005) represents dividends
and non-taxable income from bad debt
reversal and provisions utilisation, both
of which represent non-deductible
expenses when formed.

2006 2005
1.978.681 1.457.777
107.457 174.093
461 517
12.749 17.254
1.570.380 1.371.465
31.292 17.068

0 11.707
497.675 249.401
124.419 62.350

2006 2005
4.006.494 3.296.763
597.783 454.814
711.886 757.388
94.487 91.445
1.202.434 480.425
587.610 1.211.929
329.915 407.977
3.290.691 2.500.079
822.673 625.019
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13. Deferred income tax

At 31 December, deferred income tax represents the following:

Helios Group

Consolidated balance sheet

Consolidated income statement

in 000 SIT 2006 2005 2006 2005
Deferred income tax liabilities

Accelerated depreciation for tax purposes 17.582 0 17.582 0
Revaluation of land on acquisition of subsidiary 210.037 0 0 0
Revaluation of available-for-sale financial assets to

fair value 296.481 219.284 0 0
Total deferred income tax liabilities 524.101 219.284 17.582 0
Losses available for offset against future taxable income 487.694 510.684 -22.990 -85.493
Allowances for bad debt 198.435 204.896 -6.461 -151.525
Allowances for obsolete inventory 72.994 71.707 1.287 -71.707
Provisions 194.356 161.288 33.068 -14.997
Total deferred income tax assets 953.478 948.575 4.904 -323.722
Netting of deferred income tax liabilities and assets 429.378 729.291 12.678 -323.722

Helios Domzale, d. d.

Balance sheet

Income statement

in 000 SIT 2006 2005 2006 2005
Revaluation of available-for-sale financial assets to fair

value 296.481 219.284 0 0
Total deferred income tax liabilities 296.481 219.284 0 0
Allowances for bad debt 106 0 -106 0
Provisions 41.161 17.930 -7.862 -3.451
Total deferred income tax assets 41.267 17.930 -7.968 -3.451
Netting of deferred income tax liabilities and assets 255.214 201.354 -7.968 -3.451

Disclosure of tax loss of Helios Group

Losses available for offset against future taxable income
Tax losses at 1 January 2006

+ Increase/- utilised in the reporting period

= Balance at 31 December 2006

Tax losses recognised as deferred tax in 2006 amount to 000 SIT 2.234.665
(000 SIT 2.042.736 in 2005). Tax losses not expected to be used in future periods
amouns to 000 SIT 185.847 (000 SIT 496.535 in 2005).

2.539.271

118.759

2.420.512



Disclosure of changes in deferred income tax recognised directly in equity

Changes in deferred income tax

Helios Group

in 000 SIT

At 1 January
Changes
At 31 December

Helios Domzale, d. d.
in 000 SIT

At 1 January
Changes
At 31 December

Basic earnings per share is calculated
by dividing the net profit for the year
attributable to ordinary shareholders by
the weighted average number of ordinary
shares outstanding during the year. The
weighted average number of ordinary
shares outstanding during the year
calculation is based on data of shares in

Helios Group

in SIT

2006 2005
219.284 233.108
77.197 -13.824
296.481 219.284
2006 2005
219.284 233.108
77197 -13.824
296.481 219.284

14. Earnings per share

issue during the period, considering any
potential redemptions and sales and the
period during which these shares were
generating the profit. Adjusted net
earnings per share also includes all
potential ordinary shares that originated
in exchangeable bonds, options and
forward contracts. When calculated, net

Net profit attributable to ordinary shareholders of the parent

company

Adjusted net profit attributable to ordinary shareholders

of the parent company

Weighted average number of ordinary shares for net

earnings per share

Adjusted average number of ordinary shares for net

earnings per share

2006 2005
3.049.109 2.861.350
3.049.109 2.861.350

2006 2005

217.419 217.842
217.419 217.842

earnings and the number of shares are
adjusted for effects of all adjustable
potential ordinary shares that would
occur, if in the accounting period, they
would be swapped for ordinary shares.
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15. Dividends paid and proposed

in SIT 2006 2005
Declared and paid in the year 641.554.398 691.242.984
Dividend per ordinary share 2.918 3.144
Proposed for approval at AGM 634.298.985 641.5654.398
Dividend per ordinary share 2.885 2.918

16. Intangible assets and long-term deferred costs

Helios Group

31 December 2006 Trade marks Goodwill Advance Long-term Total
and payments deferred
licences for intangible development
in 000 SIT assets costs
Cost
Cost at 1 January 2006 946.218 420.744 0 30.153 1.397.115
Additions 42.094 0 5.082 0 47.176
Disposals, write-offs 25.901 81.251 0 0 107.152
Acquisition of a subsidiary 9.430 950 0 0 10.380
Exchange rate adjustments 4.861 0 156 2 5.018
Cost at 31 December 2006 976.701 340.442 5.238 30.155 1.352.536
Accumulated amortisation at 1 January 2006 777114 0 0 3.410 780.524
Acquisition of a subsidiary 2.925 0 0 0 2.925
Disposals, write-offs 25.901 0 0 0 25.901
Amortisation charge for the year 64.499 0 0 1.137 65.636
Exchange rate adjustments 7.422 0 0 1 7.422
Accumulated amortisation at 31 December 2006 826.056 0 0 4.549 830.605
Net carrying amount at 1 January 2006 169.106 420.744 0 26.743 616.594
Net carrying amount at 31 December 2006 150.617 340.422 5.238 25.606 521.903
The write-oft of goodwill represents carry forward was only allowed for a year period. After this period, the
additionally recognised deferred tax period of five years after the year in projected cash flows are extrapolated. A
assets of Color d.d., a subsidiary of which it was incurred. discount rate before income tax of 9,1%
Helios Domzale, d.d. as a result of the was used in the calculation of the
change in tax legislation, which allows The replacement value of goodwill, replacement value.
tax loss carry forward for un indefinite recognised on the acquisition of Color
period of time. In comparison, when d.d., was determined in accordance with
Helios Domzale, d.d. acquired the the calculation of the value in use by
majority share of the subsidiary, tax loss projecting cash flows for the next five
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31 December 2005
in 000 SIT

Cost

Cost at 1 January 2005
Additions

Disposals, write-offs

Exchange rate adjustments
Cost at 31 December 2005
Accumulated amortisation at 1 January 2005
Additions, transfers

Disposals, write-offs
Amortisation charge for the year
Exchange rate adjustments

Accumulated amortisation at 31 December 2005

Net carrying amount at 1 January 2005
Net carrying amount at 31 December 2005

Trade marks Goodwill Long-term deferred Total
and development
licences costs
858.708 490.910 2.711 1.352.329
90.030 8.453 30.157 128.640
9.684 78.619 2.711 12.395
7.164 0 -4 7.160
946.218 420.744 30.153 1.397.115
715.766 0 0 715.766
6.478 0 2.275 8.753
6.693 0 0 6.693
54.074 0 1.137 55.211
7.489 0 -2 7.487
777114 0 3.410 780.524
142.943 490.910 2.711 636.564
169.106 420.744 26.743 616.593
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17. Property, plant and equipment

Helios Group

31 December 2006 Land and Plant and Property, plant and Total
buildings machinery equipment in
in 000 SIT process of acquisition
Cost
Costs at 1 January 2006 20.166.995 23.150.653 1.996.939 45.314.586
Additions 1.870.417 1.936.997 3.057.139 6.864.552
Disposals 62.411 502.034 3.844.006 4.408.451
Acquisition of subsidiary 1.186.563 578.227 13.934 1.778.724
Exchange rate adjustments 127.507 122.013 4.826 254.347
Cost at 31 December 2006 23.289.071 25.285.856 1.228.832 49.803.761
Accumulated depreciation
Accumulated depreciation at 1 January 2006 8.300.489 16.165.057 0 24.465.546
Acquisition of subsidiary 92.736 375.614 0 468.350
Disposals, write-offs 70.806 497.899 0 568.705
Depreciation charge for the year 400.559 1.509.692 0 1.910.250
Exchange rate adjustments 68.410 98.104 0 166.515
Accumulated depreciation at 31 December 2006 8.791.386 17.650.569 0 26.441.957
Net carrying amount
Net carrying amount at 1 January 2006 11.866.506 6.985.595 1.996.939 20.849.040
Net carrying amount at 31 December 2006 14.497.687 7.635.286 1.228.832 23.361.805
Net carrying amount of land and buildings:
in 000 SIT 2006 2005
Land 4.116.149 3.155.686
Buildings 10.331.538 8.710.820
Total 14.497.687 11.866.506
Property, plant and equipment in process of acquisition:
in 000 SIT 2006 2005
Property, plant and equipment under construction 1.181.721 1.978.374
Advance payments for acquisition of property, plant and
equipment 47111 18.565
Total 1.228.832 1.996.939



31 December 2005
in 000 SIT

Cost

Cost at 1 January 2005
Additions

Disposals

Exchange rate adjustments

Cost at 31 December 2005

Accumulated depreciation

Accumulated depreciation at 1 January 2005
Additions, transfers

Disposals, write-offs

Depreciation charge for the year

Exchange rate adjustments

Accumulated depreciation at 31 December 2005

Net carrying amount
Net carrying amount at 1 January 2005
Net carrying amount at 31 December 2005

Helios Domzale, d. d.

31 December 2006
in 000 SIT

Cost

Cost at 1 January 2006
Additions

Disposals

Cost at 31 December 2006

Accumulated depreciation

Accumulated depreciation at 1 January 2006
Disposals, write-offs

Depreciation charge for the year

Accumulated depreciation at 31 December 2006

Net carrying amount
Net carrying amount at 1 January 2006
Net carrying amount at 31 December 2006

Land and Plant and Property, plant oand Total
buildings machinery equipment in process
of acquisition
18.552.669 20.888.248 921.202 40.362.119
1.601.443 2.822.697 4.841.359 9.265.499
16.575 548.338 3.774.961 4.339.874
29.458 -11.954 9.339 26.843
20.166.995 23.150.653 1.996.939 45.314.586
7.990.676 15.374.513 0 23.365.189
124 53.346 0 53.470
11.745 520.196 0 531.941
341.888 1.279.727 0 1.621.615
-20.454 -22.333 0 -42.787
8.300.489 16.165.057 0 24.465.546
10.561.992 5.513.738 921.202 16.996.931
11.866.506 6.985.595 1.996.939 20.849.040
Land and Plant and Property, plant and Total
buildings machinery equipment in process
of acquisition
212.437 175.522 35.512 423.472
19.335 29.640 16.414 65.388
0 17.872 48.974 66.847
231.772 187.290 2.952 422.014
94.956 103.403 0 198.359
0 13.625 0 0
3.920 16.683 0 20.603
98.876 106.461 0 205.337
117.481 72119 35.512 225.112
132.896 80.829 2.952 216.677
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Net carrying amount of land and buildings:

in 000 SIT

Land
Buildings
Total

in 000 SIT

Total

31 December 2005
in 000 SIT

Cost

Costs at 1 January 2005
Additions

Disposals

Cost at 31 December 2005

Accumulated depreciation

Accumulated depreciation at 1 January 2005
Disposals, write-offs

Depreciation charge for the year

Accumulated depreciation at 31 December 2005

Net carrying amount

Net carrying amount at 1 January 2005

2006 2005
17.856 17.856
115.040 99.625
132.896 117.481
Property, plant and equipment in process of acquisition:
2006 2005
Property, plant and equipment under construction 2.952 35.512
2.952 35.512
Land and Plant and Property, plant and Total
buildings machinery equipment in process
of acquisition
200.996 169.475 13.076 383.547
11.441 21.440 55.317 88.199
0 15.393 32.881 48.274
212.437 175.522 35.512 423.472
91.758 100.069 0 191.827
0 13.074 0 13.074
3.198 16.407 0 19.606
94.956 103.403 0 198.359
109.239 69.406 13.076 191.721
117.481 72.119 35.512 225.112

Net carrying amount at 31 December 2005



18. Investments in joint ventures

Investments in joint ventures:

Helios Group

in 000 SIT 2006 2005
PPG-Helios 105.827 178.034
Total 105.827 178.034

Value of investments in joint ventures:

Helios Group

in 000 SIT 2006 2005
Carrying amount at 1 January 178.034 356.434
Profit/loss under equity method 73.422 219.457
Dividends -145.630 -397.857
Carrying value at 31 December 105.827 178.034

Helios Domzale, d. d.

in 000 SIT 2006 2005
PPG-Helios 46.963 46.963
Total 46.963 46.963
PPG-Helios
Country Assets Liabilities % interest held
31 December 2006 Slovenia 2.180.619 1.547.942 40%
31 December 2005 Slovenia 1.826.066 1.171.828 40%
Country Income Profit/loss % interest held
31 December 2006 Slovenia 6.811.315 183.555 40%

31 December 2005 Slovenia 7.717.221 548.643 40%
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19. Acquisition of subsidiary

On 1 May, 2006, Helios Group
acquired 82,33 % interest in Odilak
Odincovo. The fair value of acquired
assets, liabilities, and contingencies is

shown in the schedule below.

Fair value under IFRS

in 000 SIT
Land, buildings and equipment 1.498.609
Intangible assets 6.012
Deferred income tax assets 0
Inventories 387.262
Trade and other receivables 342.913
Long-term investments 9.823
Cash and cash equivalents 199.195
Other current assets 1.155
Trade payables 232.084
Operating and other liabilities 348.417
Accrued costs and deferred income 0
Deferred income tax liabilities 255.519
Fair value of net assets under IFRS 1.608.949
Acquirer's interest (%) 82,33%
1.325.598
Goodwill arising on acquisition 950
Total acquisition costs of 000 SIT
1.325.598 were paid in cash.
Cash acquired on acquisition 199.195
Costs associated with acquisition -1.325.598
Net cash outflow -1.126.403

From the date of acquisition, Odilak
has contributed 000 SIT 59.233 to the net
profit of Helios Group. If subsidiary was
acquired at the beginning of the year, the
Group income would increase by 000 SIT
761.493.



20. Financial assets, except loans

Helios Group

Non-current Current
in 000 SIT 2006 2005 2006 2005
| I
Other shares and interests 2.067.178 1.655.268 0 0
Other financial assets 933.226 738.282 186.592
Total 3.000.404 2.393.550 0 186.592
| I

Financial assets except loans are classified as available-for-sale financial assets and are not

listed on the stock market.

Helios Domzale, d. d.

Non-current Current
in 000 SIT 2006 2005 2006 2005
| 1
Shares and interests in the Group 15.868.043 14.525.199 129.190 0
Other shares and interests 2.067.178 1.655.268 0 0
Other financial assets 554.404 198.547 0 0
Total 18.489.625 16.379.014 129.190 0
| 1
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At 31 December 2006, Helios Domzale, d.d. holds controlling interest in the following
enterprises. (in 000 SIT).

Subsidiary Country Equity % interest Profit/loss

HELIOS, Tovarna barv, lakov in umetnih smol
Koli¢evo, d. o. o. Slovenia 1.748.778 100% 1.870.516

COLOR, Industrija sinteti¢nih smol, barv in lakov, d. d.,

Medvode Slovenia 1.900.782 92,11% 259.267
HELIOS, Kemi¢na tovarna Domzale, d. o. o. Slovenia 209.530 100% 41.636
MAVRICA, Trgovsko podijetje z barvami in laki, d. d.,
Domzale Slovenia 216.416 100% -36.645
HELIOS, Podjetje za opravljanje zunanjetrgovinskih
in drugih poslovnih storitev, d. o. o. Slovenia 313.678 100% 4.013
EXIDO, Zunanja in notranja trgovina, zastopanje
in posredovanje, d. o. o. Slovenia 17.100 98,64% 38
CHROMCOM, InZeniring, vzdrZzevanje in meritve, d. o. o. Slovenia 52.152 99,59% 6.654
HELTRADING, d. o. o., Zagreb Croatia 1.120 70,08% 37.835
CHROMOS, Boje i lakovi, d. d., Zagreb Croatia 2.605.336 87,64% 212.324
ZVEZDA-HELIOS, a. d., Gornji Milanovac Serbia and Monte negro 1.369.539 77,13% 170.327
DCB HELIOS, d. o. 0., Beograd Serbia and Monte negro 178.582 100% 102.886
CHEDQO, spol. sr. 0., Uherské Hradisté Czech Republic 2.918 50,12% 18.511
HELIOS POLSKA, Sp. z. 0. 0., Ostréw Wielkopolski Poland 213.382 97,65% 83.404
HELMOS, Moskva Russia 10.346 98% 70.123
HELIOS ITALIA, S. p. S, Gorizia Italy 28.769 100% 1.826
ODILAK, Odincovo Russia 470 82,33% 3.070
HELORS, Moskva Russia 51% sleeping
ODIHEL, Odincovo Russia 16.584 51% 30.071
HELKOS, Boje i lakovi, d. 0. 0., Sarajevo Bosnia and Herzegovina 2.451 60% 3.378
HELAKOR, d. o. 0., Tuzla Bosnia and Herzegovina 1.225 50% 7.767
EKOHEL, d. o. 0., Koli¢evo Slovenia 100% sleeping
SIIP, S. p. A, ltalia Italy 100% in liquidation
HELKO, Minsk Belarus 50% in liquidation
HELIO-HEM, d. o. 0., Skopje Macedonia 28.875 50% 2.460
HELIOS SLOVAKIA, s. 1. 0., Zilina Slovak Republic 215.766 76,12% 8.602
HELIOS COATINGS, S. r. ., Brasov Romania 12.329 60% 1.699
SICOLORS, Kijev Ukraine 56.728 75% -42.635
ZENTAX- HELIOS, Kft, Szolnok Hungary 23.810 60% -24.277
SZOLNOK- HELIOS, Kft, Szolnok Hungary 132.669 60% 16.131
HELIOS, Kft, Budimpesta Hungary 100% sleeping
On 1 July 2006, HELIOS Podjetje za Total profit generated in 2006 by
opravljanje zunanjetrgovinskih in drugih Odilak, Odincovo is included in the
poslovnih storitev, d.o.o. merged with schedule above, while the subsidiary's
HELIOS Tovarna barv, lakov in umetnih contribution to Helios Group is
smol Koli¢evo, d.o.o. considered as from the date of

acquisition (1 May, 2006).



21. Loans

Helios Group

Non-current Current
in 000 SIT 2006 2005 2006 2005
Loans to others 81.016 0 139.675 119.223
Total 81.016 0 139.675 119.223
Helios Domzale, d. d.
Non-current Current
in 000 SIT 2006 2005 2006 2005
Loans to group companies 0 0 894.315 1.632.441
Loans to others 2.264 2.934 73.366 1.032
Total 2.264 2.934 967.681 1.533.473
In 2006, Helios Domzale, d.d. granted (3,4% in 2005). These loans are agreed
loans of total 000 SIT 894.315 to group for a period of one year and are renewed
companies (000 SIT 1.532.441 in 2005). each year.

The rate of interest agreed on these loans
is the rate achieved between related
parties according to the Rules on the

recognised rate of interest, which is 3,7%

22. Trade receivables

Helios Group

Non-current Current
in 000 SIT 2006 2005 2006 2005
Trade receivables from local customers 0 0 3.571.796 3.517.142
Trade receivables from foreign customers 1.763 4.446 13.306.537 11.001.295
Other trade receivables 515 250 948.434 613.010
Total 2.278 4.696 17.826.766 15.131.447
Helios Domzale, d. d.
Current
in 000 SIT 2006 2005
Trade receivables from group companies 811.143 252.137
Trade receivables from local customers 45.691 652
Trade receivables from foreign customers 4.980 187
Other trade receivables 213.747 67.003
Total 1.075.561 319.979
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23. Inventories

Helios Group
in 000 SIT

Raw materials
Work in progress

Finished goods

Advance payments for inventories

Total

2006 2005
5.830.539 4.5632.248
1.185.517 963.772
8.217.048 6.109.173

70.893 1.743
15.303.997 11.606.937

In 2006, allowances in the amount of 000 SIT 131.617 (000 SIT 494.246 in 2005) were

made against inventory with no movement.

24. Cash and cash equivalents

25. Equity

Helios Group

Share capital (in 000 SIT)
Ordinary shares of SIT 10.000 each

Treasury shares (in 000 SIT)

At 31 December

Helios Group
in 000 SIT

Cash at bank and in hand
Total

Helios Domzale, d. d.

in 000 SIT

Cash at bank and in hand
Total

2006 2005
2.198.610 2.198.610
219.861 219.861
2006 2005
433.286 259.540

2006 2005

1.027.673 492.906

1.027.673 492.906

2006 2005

37.600 29.887

37.600 29.887

Helios Domzale, d. d.

2006 2005
Share capital (in 000 SIT) 2.198.610 2.198.610
Ordinary shares at SIT 10.000 each 219.861 219.861
Treasury shares (in 000 SIT) 2006 2005
At 31 December 257.484 259.540

At 31 December 2006, Helios Domzale, d.d. holds 2.636

of treasury shares worth 000 SIT 257.484 (2.636 held in

2005), while subsidiary Tovarna, barv, lakov in umetnih

smol Koli¢evo, d.o.o0. holds 3.589 of treasury shares.



26. Revenue reserves

Helios Group

Legal Treasury Statutory Foreign Other Total
reserves shares reserves currency revenue
reserve translation reserves
in 000 SIT
At 1 January 2005 219.861 85.464 219.861 521 7.840.919 8.366.626
Currency translation differences 0 0 0 6.902 0 6.902
Other changes 0 174.076 0 661 859.160 1.033.897
At 31 December 2005 219.861 259.540 219.861 8.084 8.700.079 9.407.425
Currency translation differences 0 0 0 49.783 49.068 98.851
Transfer 0 175.803 0 0 -175.803 0
Other changes 0 -2.056 0 0 931.115 929.059
At 31 December 2006 219.861 433.286 219.861 57.867 9.504.459  10.435.334
Helios Domzale, d. d.
Legal Treasury Statutory Other Total
reserves shares reserves revenue
reserve reserves

in 000 SIT
At 1 January 2005 219.861 85.464 219.861 1.658.961 2.184.147
Other changes 0 174.076 0 613.448 787.524
At 31 December 2005 219.861 259.540 219.861 2.272.409 2.971.671
Other changes 0 -2.056 0 931.115 929.059
Transfer 0 175.803 0 -175.803 0
At 31 December 2006 219.861 433.286 219.861 3.027.721 3.900.730

Legal reserves are set up in compliance currency and are recognized in equity requirement is met. Statutory reserves
with the Companies Act and may, under until disposal of the subsidiary when may be used to settle losses, form
certain conditions, be used to settle foreign exchange differences are reserves for treasury shares, or to increase
losses. Legal reserves may not be transferred to the income statement. the equity.
distributed. These reserves may not be distributed.

Other revenue reserves are not

Reserves for treasury shares are set up Statutory reserves should account for allocated for any special purpose and may
in compliance with the Companies Act 10% of the share capital. In an individual be used for dividend payment in future
and may not be distributed. year no less than 10% of the net profit, periods.

decreased by the amounts of any loss

Reserves for foreign exchange settlements, legal reserves and reserves
differences derive from conversion of the for treasury shares, is allocated to
functional currency to the presentation statutory reserves until statutory
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27. Financial liabilities

Helios Group

Non-current Current Total

in 000 SIT 2006 2005 2006 2005 2006 2005
Bank borrowings 9.700.409 5.880.665 7.975.076 8.283.422 17.675.485 14.164.087
Other financial liabilities 205.432 358.840 4.628 115.382 210.060 474.222
Total 9.905.841 6.239.505 7.979.704 8.398.804 17.885.545 14.638.309
Weighted average interest rates at 31 December
31 December 2006 SIT EUR uUsb PLN HRK RUB
Bank borrowings 4,64% 4,31% 4,16% 4,90% 3,47% 4,38% 9,51%
31 December 2005 SIT EUR uUsb PLN HRK
Bank borrowings 4,32% 3,31% 3,86% 5,16% 3,05% 4,52%
Disclosure of interest rate risk per individual types of borrowings
Year ended Interest rate Interest rate Interest rate Over Total
31 December 2006 changes in changes in changes in 5 years

6 months 6-12 months 1-5 years
in 000 SIT or less
Total borrowings 15.111.153 384.414 2.044.351 135.568 17.675.485
Interest rate swap effect -1.311.438 246.170 1.065.267 0 0
Total 13.799.715 630.584 3.109.618 135.568 17.675.485
Year ended Interest rate Interest rate Interest rate Over Total
31 December 2005 changes in changes in changes in 5 years

6 months 6-12 months 1-5 years
in 000 SIT or less
Total borrowings 13.446.442 11.274 598.371 108.000 14.164.087
Interest rate swap effect -1.984.595 257.857 1.495.158 231.580 0
Total 11.461.847 269.131 2.093.529 339.580 14.164.087
Borrowings per maturity
in 000 SIT 2006 2005
In 12 months 8.267.598 8.283.422
From 1 to 2 years 2.766.611 912.858
From 2 to 5 years 5.786.443 2.597.102
Over 5 years 494.833 2.370.704
Total 17.675.485 14.164.087



Borrowings per currency

31 December 2006
in 000 SIT

Bank borrowings

31 December 2005
in 000 SIT

Bank borrowings

Helios Domzale, d. d.

in 000 SIT

Bank borrowings

Financial liabilities to group companies

Other financial liabilities

Total

Weighted average interest rates at 31 December

31 December 2006

Bank borrowings

31 December 2005

Bank borrowings

Disclosure of interest rate risk per individual types of borrowings

Year ended
31 December 2006

in 000 SIT

Total borrowings
Interest rate swap effect

Total

Year ended
31 December 2005

in 000 SIT
Total borrowings

Interest rate swap effect

Total

SIT EUR uUsD PLN HRK CzK RUB Total
1.213.707 13.866.867 988.615 114.438  807.710 203.520 480.628 17.675.485
SIT EUR uUsD PLN HRK CzK Total
3.730.298 7.024.176 2.303.245 129.184  826.484 150.700 14.164.087
Non-current Current Total
2006 2005 2006 2005 2006 2005
3.137.333 2.405.785 858.685 787.962 3.996.018 3.193.747
0 0 3.510 3.103 3.510 3.103
0 0 4.708 106.714 4.708 106.714
3.137.333 2.405.785 866.903 897.779 4.004.236 3.303.564
SIT EUR usD
5,00% 4,20% 4,16%
SIT EUR usD
5,00% 3,38% 4,16%
Interest rate Interest rate Interest rate Over Total
changes in changes in changes in 5 years
6 months 6-12 1-5 years
or less months
3.384.018 72.000 540.000 3.996.018
-1.283.245 217.977 1.065.267 0
2.100.773 289.977 1.605.267 0 3.996.018
Interest rate Interest rate Interest rate Over Total
changes in changes in changes in 5 years
6 months 6-12 1-5 years
or less months
2.543.747 0 542.000 108.000 3.193.747
-1.842.144 229.672 1.438.788 173.685 0
701.603 229.672 1.980.788 281.685 3.193.747
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Borrowings per maturity
in 000 SIT

In 12 months
From 1 to 2 years
From 2 to 5 years
Over 5 years

Total

Borrowings per currency

31 December 2006
in 000 SIT

Bank borrowings

31 December 2006
in 000 SIT

Bank borrowings

Collateralised borrowings

In 2006, total borrowings of Helios
Group in the amount of EUR 2.139.072
(EUR 3.609.770 in 2005), or Tolar
equivalent of SIT 512.607.214

2006 2005
858.685 814.681
964.377 598.492
2.126.225 1.498.889
46.730 281.685
3.996.018 3.193.747
SIT EUR usb Total

650.000  2.357.403

SIT EUR

650.000  1.212.164

988.615  3.996.018

uUsSD Total

1.331.683 3.193.747

(SIT 864.812.794 in 2005 ) were secured
with a mortgage on land valued at SIT

473.462.312.



28. Operating liabilities and off balance sheet liabilities

Helios Group

in 000 SIT

Operating liabilities to suppliers
Liabilities for promissory notes
Liabilities for advances received
Other operating liabilities

Total

Helios Domzale, d. d.

in 000 SIT

Operating liabilities to suppliers
Operating liabilities to group companies
Other operating liabilities

Total

In 2006, Helios Domzale, d.d. reports
off balance sheet liabilities of 000 SIT
2.435.456 (000 SIT 2.501.017 in 2005),
which represent guarantees against bank

Helios Group

in 000 SIT

At 1 January 2006
Additional provisions
Unused amounts reversed
At 31 December 2006

Helios Domzale, d. d.

in 000 SIT

At 1 January 2006
Additional provisions
At 31 December 2006

Non-current Current
2006 2005 2006 2005
125.385 133.128 10.466.958 7.483.763
0 0 184.048 16.516
0 0 62.720 76.901
35.229 34.437 1.191.472 1.012.025
160.614 167.565 11.905.198 8.589.205
Non-current Current
2006 2005 2006 2005
0 0 51.187 53.188
0 0 16.555 1.799
255.214 201.354 257.884 135.899
255.214 201.354 325.626 190.886

loans raised by members and associates
of Helios Group.

29. Provisions and long-term accrued costs

Provisions for Other Total
pensions and provisions
similar obligations
842.322 509.783 1.352.105
138.040 0 138.040
0 -89.399 -89.399
980.362 420.384 1.400.746
Provisions for Total
pensions and
similar obligations
89.647 89.647
88.177 88.177
177.824 177.824
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30. Financial instruments

Fair value exception of receivables and loans, which Derivative financial instruments
are disclosed at amortized cost. Since
Most of investments which are classi- most receivables, liabilities and loans are At 31 December 2006, the Group
fied in the fair value through profit and short-term, fair values of these categories reports the following interest rate swaps:
loss category and available-for-sale cate- do not differ significantly from their car-
gory are disclosed at fair value, with rying amount.

Interest rate swaps per currency

Date of contract Due date Notional value Fair value
18.04.2005 21.07.2011 5.434.000 USD 20.813.935 SIT
16.01.2003 07.01.2009 2.139.072 EUR 2.173.716 SIT
16.01.2003 30.10.2007 470.588 EUR 1.151.733 SIT

Interest rate swaps are not accounted
for as hedge accounting.

Interest rate risk

Interest rate risk of the Group derives
mostly out of the Group financing as
explained in Note 27.

Credit risk

The Group is not exposed to any sig-
nificant credit risk concentration.
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Parent company transactions with its related parties

in 000 SIT

HELIOS, Podijetje za opravljanje zunanjetrgovinskih
in drugih poslovnih storitev, d. 0. o.

CHROMCOM, InZeniring, vzdrzevanje in meritve, d. 0. o.
HELIOS, Kemi¢na tovarna Domzale, d. 0. o.

EXIDO, Zunanja in notranja trgovina, zastopanje
in posredovanje, d. 0. 0.

HELIOS, Tovarna barv, lakov in umetnih smol
Koli¢evo, d. o. o.

COLOR, Industrija sinteti¢nih smol, barv in lakov, d. d.
Medvode

MAVRICA, Trgovinsko podjetje z barvami in laki, d. d.
Domzale

CHROMOS, Boje i lakovi, d. d., Zagreb

HELIOS ITALIA, S. p. A., Gorizia

HELIOS POLSKA, Sp. z. o. o., Ostrow Wielkopolski
CHEDO, spol. sr. 0., Uherské Hradisté

DCB HELIOS, d. o. 0., Beograd

ZVEZDA-HELIOS, a. d., Gornji Milanovac

Total

in 000 SIT

HELIOS, Podijetje za opravljanje zunanjetrgovinskih
in drugih poslovnih storitev, d. 0. o.

CHROMCOM, InZeniring, vzdrZzevanje in meritve, d. 0. o.
HELIOS, Kemi¢na tovarna Domzale, d. 0. o.

EXIDO, Zunanja in notranja trgovina, zastopanje
in posredovanje, d. 0. 0.

HELIOS, Tovarna barv, lakov in umetnih smol
Koli¢evo, d. o. o.

COLOR, Industrija sinteti¢nih smol, barv in lakov, d. d.
Medvode

MAVRICA, Trgovinsko podjetje z barvami in laki, d. d.
Domzale

CHROMOS, Boje i lakovi, d. d., Zagreb

HELIOS ITALIA, S. p. A., Gorizia

HELIOS POLSKA, Sp. z. o. o., Ostrow Wielkopolski
CHEDO, spol. sr. 0., Uherské Hradisté

DCB HELIOS, d. o. 0., Beograd

ZVEZDA-HELIOS, a. d., Gornji Milanovac

Total

31. Related party transactions

2006

Sales Procurement Receivables Liabilities
238 67.938 0 0
4.790 1.528 281 94
22.620 500 99.501 0
0 0 0 3.510
1.817.416 68.570 1.511.855 15.788
110.461 4.879 42.925 0
72 25 0 30
81.362 6.315 142.247 643
12.938 0 1.078 0
0 0 0 0
5.053 0 433 0
41.684 0 9.647 0
59.458 0 26.681 0
2.156.092 149.755 1.834.648 20.066

2005

Sales Procurement Receivables Liabilities
0 6.289 100 1.099
0 0 0 0
6.045 0 144.376 0
36 0 1 3.103
883.683 2.533 1.564.738 104
99.263 78 39.837 0
1.083 0 0 0
71.251 3.851 11.240 597
13.613 232 1.116 0
164 0 0 0
2.057 0 295 0
26.701 0 2.661 0
38.557 120 20.214 0
1.142.454 13.103 1.784.578 4.902

The outstanding amounts of borrowings and loans are accounted for in the

above balances of receivables and liabilities.
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Transactions with PPG-Helios
d.o.o. Koli¢evo

PPG-Helios was established on 25
November 1999 as a joint venture

between PPG Industries Securities Inc.

USA and Helios d.d. Domzale. The
principle activity of the company is
marketing and sale of automotive coa-
tings for first application in the area of
former Yugoslavia, Russia, Belarus,
Ukraine, Romania, etc.

In 2006, PPG-Helios d.o.o0. Koli¢evo
was primarily involved in purchasing
finished products (automotive coatings)
for resale on various markets and
generated income in total amount of 000
SIT 3.127.904 (000 SIT 3.639.145 in
2005), inclusive of VAT. PPG-Helios
d.o.o0. Koli¢evo took advantage of rental
services and various business services
such as accounting, financial, IT, and

others, provided by Helios Group in total
amount of 000 SIT 239.732 (000 SIT
327.916 in 2005). PPG-Helios charged
mostly transportation costs of deliveries
to end customers to Helios Group. In
2006, these costs amounted to 000 SIT
200.111 (000 SIT 149.811 in 2005)
inclusive of VAT.

32. Income received by the Management, Supervisory Board, and employees
with individual employment contracts
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In 2006, the following gross payments
were made to the management,
supervisory board and employees with

individual contracts:

Management Supervisory Employees with
in 000 SIT Board individual contracts
Basic salary 104.550 0 525.961
Variable salary 35.065 14.677 0
Benefits 7.878 0 38.479
Other receipts 768 1.495 9.825
Total 148.261 16.172 574.264
NB::

Basic salary- gross salary including bonus
Variable salary- decision of the AGM
Benefits- annuity insurance, executive insurance, investment-linked insurance, company car, company cell phone
Other receipts- holiday bonus, additional retirement insurance, meeting fees and travel expenses of members of
supervisory board

Long-term receivables of Helios Indexation Clause) + 3%. In 2006, a total
Domzale, d.d. include 000 SIT 2.264 due of 000 SIT 670 of these loans was repaid.
from employees with individual contracts
in respect of loans. The rate of interest
agreed on these loans is TOM (Tolar
in 000 SIT Uro$ Slavinec Matjaz Hafner Marko Vresk Total
Basic salary 45.460 30.550 28.540 104.550
Variable salary 13.523 11.089 10.453 35.065
Benefits 4.763 2.218 897 7.878
Other receipts 284 200 284 768
Total 64.030 44.057 40.174 148.261



33. Effects of conversion to IFRS

Balance sheet of Helios Domzale, d. d. at 1 January 2005

in 000 SIT

Assets

A. Non-current assets

I. Intangible assets and long-term deferred costs
Il. Property, plant and equipment
Il. Investment property

IV. Long-term investments

V. Long-term operating receivables
VI. Deferred tax assets

B. Current assets

I. Available-for-sale assets

II. Inventories

Ill. Short-term investments

IV. Short-term operating receivables
V. Cash

C. Short-term deferred costs and accrued income

Total assets

in 000 SIT

Equity and liabilities

A. Equity

|. Share capital

Il. Capital reserves

IIl. Revenue reserves

IV. Revaluation surplus

V. Retained earnings

VI. Net profit of the year

B. Provisions and long-term accrued costs
C. Long-term liabilities

|. Long-term financial liabilities
Il. Long-term operating liabilities
Ill. Deferred tax liabilities

D. Short-term liabilities

I. Available-for-sale liabilities

II. - Short-term financial liabilities
IIl. Short-term operating liabilities

E. Short-term accrued costs and deferred income

Total Equity and liabilities

Notes SAS Differences IFRS
27.118.579 -9.309.435 17.809.144
0 0 0
191.721 0 191.721
0 0 0
1 26.926.858 -9.309.435 17.617.423
0 0 0
2 0 0 0
352.779 0 352.779
0 0 0
0 0 0
63.472 0 63.472
279.690 0 279.690
9.617 0 9.617
1.313 0 1.313
27.472.671 -9.309.435 18.163.236

Notes SAS Differences IFRS
23.808.922 -9.600.457 14.208.465
2.198.610 0 2.198.610
3 2.468.737 3.370.597 5.839.334
4 589.247 1.509.436 2.098.683
5 15.442.618 -14.743.294 699.324
6 3.109.710 262.803 3.372.513
0 0 0
7 0 72.393 72.393
2.722.657 218.629 2.941.286
2.722.657 0 2.722.657
0 0 0
2 0 218.629 218.629
940.969 0 940.969
0 0 0
631.165 0 631.165
309.804 0 309.804
122 0 122
27.472.671 -9.309.435 18.163.236
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HELIOS Group

Notes on effects of conversion to
IFRS at 1 January 2005

. The eftect of reduction in long-term

investments in the amount of 000 SIT

9.309.436 represents the following

postings:

— Restatement of investments in
subsidiaries to their cost in the
amount of 000 SIT -10.167.494

— Restatement of investment in shares
of Triglav steber I in the amount of
000 SIT 932.432

— Restatement of other investments in
the amount of 000 SIT 11.090

— Decrease of long-term investments
for treasury shares in the amount of
000 SIT 85.464 and concurrent
decrease of equity (Note 4)

2. Deferred tax assets in the amount of

000 SIT 14.479 on account of
provisions for termination benefits,
jubilee awards and unused holiday.
The difference is charged to profit and
loss. Increase of deferred tax liabilities
in the amount of 000 SIT 233.108 on
account of restatement of Triglav
steber I shares (Notes 1 and 5). The
net effect of deferred taxes is deferred
tax liability in the amount of 000 SIT
218.629

. Increase of capital reserves in the

amount of 000 SIT 3.370.597 as a
result of reclassification of capital
revaluation adjustment from

revaluation surplus (Note 5)

. Increase of revenue reserves in the

amount of 000 SIT 1.509.436
represents the following postings:

— Transfer of the specific capital
revaluation adjustment on account
of long-term investments in the
amount of 000 SIT 1.594.890
(Note 5.)

— Decrease of revenue reserves on
account of treasury shares in the
amount of 000 SIT 85.464 (Note 1)

5. Decrease of revaluation reserve in the
amount of 000 SIT 14.743.294
represents the following postings:

— Reclassification of 000 SIT
1.594.890 to other revenue reserves
(Note 4)

— Reclassification of 000 SIT
3.370.597 of capital revaluation
adjustment to capital reserves
(Note 3)

— Decrease in the amount of 000 SIT
10.477.131 on account of
restatement of investments in
subsidiaries to cost value and
reclassification of foreign exchange
differences to retained earnings

— Restatement of the investment in
shares of Triglav steber I in the
amount of 000 SIT 699.324

6. Increase of retained earnings of
000 SIT 262.803 on account of the
following:

— Decrease of retained earnings of
000 SIT 57.914 on account of
provisions made for termination
benefits, jubilee awards, and
unused holiday

— Increase of 000 SIT 320.717 on
account of adjustment of
investments in subsidiaries
(elimination of losses under the
equity method, foreign exchange
differences, etc.)

7. Provisions of 000 SIT 72.393 were
provided for termination benefits,
jubilee awards and unused holiday
(Notes 2 and 6).



Balance sheet of Helios Domzale, d. d. at 31 December 2005

in 000 SIT

Assets

A. Non-current assets

1.
V.

V.

VI

Intangible assets and long-term deferred costs
Property, plant and equipment

Investment property

Long-term investments

Long-term operating receivables

Deferred tax assets

B. Current assets

IV.
V.

Available-for-sale assets
Inventories

Short-term investments
Short-term operating receivables
Cash

C. Short-term deferred costs and accrued income

Total assets

in 000 SIT

Equity and liabilities

A. Equity

IV.
V.

VI

==-"o0ow

Share capital
Capital reserves
Revenue reserves
Revaluation surplus
Retained earnings

Net profit of the year

Provisions and long-term accrued costs

. Long-term liabilities

Long-term financial liabilities
Long-term operating liabilities

Deferred tax liabilities

Short-term liabilities

Available-for-sale liabilities
Short-term financial liabilities

Short-term operating liabilities

E. Short-term accrued costs and deferred income

Total equity and liabilities

Notes SAS Differences IFRS
27.829.860 -11.222.800 16.607.060
0 0 0
225.112 0 225112
0 0 0
1 27.604.748 -11.222.800 16.381.948
0 0 0
2 0 0 0
1.883.339 0 1.883.339
0 0 0
0 0 0
1.633.473 0 1.633.473
319.979 0 319.979
29.887 0 29.887
0 0 0
29.713.199 -11.222.800 18.490.399

Notes SAS Differences IFRS
26.213.202 -11.513.800 14.699.402
2.198.610 0 2.198.610
3 2.468.737 3.370.597 5.839.334
4 1.622.483 1.089.648 2.712.131
5 16.935.172 -16.277.319 657.853
6 2.374.753 305.366 2.680.119
7 613.448 -2.094 611.354
8 0 89.647 89.647
2.405.785 201.354 2.607.139
2.405.785 0 2.405.785
0 0 0
2 0 201.354 201.354
1.088.665 0 1.088.665
0 0 0
897.779 0 897.779
190.886 0 190.886
5.547 0 5.547
29.713.199 -11.222.800 18.490.399
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HELIOS Group

Notes on effects to conversion to
IFRS at 31 December 2005

1. Decrease of long-term financial

investments in the amount of 000 SIT

11.222.800 represents the following

postings:

— Restatement of investments in
subsidiaries to their cost in the
amount of 000 SIT 11.835.294

— Restatement of investment in shares
of Triglav steber I in the amount of
000 SIT 877.137

— Restatement of other investments of
000 SIT 5.103

— Decrease of investments on account
of treasury shares in the amount of
000 SIT 259.540 and concurrent
decrease of equity (Note 4)

. Deferred tax assets in the amount of

000 SIT 17.930 on account of

provisions for termination benefits,

jubilee awards and holiday bonus.

The difference is charged to retained

earnings. Increase of 000 SIT

219.284 of deferred tax liabilities

results from the restatement of

investment in Triglav steber I (Notes

1 and 5). The net effect is deferred

tax liability in the amount of 000 SIT

201.354

. Increase of capital reserves in the

amount of 000 SIT 3.370.597

represents reclassification of the

capital revaluation adjustment to

revaluation surplus to (Note 5)

98

. Increase of revenue reserves in the

amount of 000 SIT 1.089.648

represents the following postings:

— Transfer of 000 SIT 1.349.188 of
the specific capital revaluation
adjustment on account of long-term
investments (Note 5)

— Decrease of revenue reserves on
account of treasury shares in the
amount of 000 SIT 259.540
(Note 1)

. Decrease of revaluation surplus in the

amount of 000 SIT 16.277.319

represents the following postings:

— Transfer of 000 SIT 1.349.188 to
other revenue reserves (Note4)

— Transfer of 000 SIT 3.370.597 of
the capital revaluation adjustment
to capital reserves (Note 3)

— Decrease of 000 SIT 12.215.387
resulting from restatement of
investments in subsidiaries to the
cost value, and reclassification of
foreign exchange differences to
retained earnings

— Restatement of the investment in
Triglav steber I shares of 000 SIT
657.853

. Increase of retained earnings in the

amount of 000 SIT 305.366 is the

result of the following:

— Decrease of retained earnings of
000 SIT 57.914 on account of
provisions made for termination
benefits, jubilee awards, and
unused holiday

— Increase of 000 SIT 247.452 on
account of adjustment of
investments in subsidiaries
(elimination of losses under the
equity method, foreign exchange
differences, etc.)

. Adjustment of the net profit of

000 SIT 2.094 is explained in Notes
to the income statement.

. 000 SIT 89.647 of provisions was

provided for termination benefits,
jubilee awards and unused holiday
(Notes 2 and 6).



Income statement of Helios Domzale, d. d. for the year ended 31 December 2005

in 000 SIT

N o oA~ 0D

10.

Net sales

Cost of goods sold

Gross profit

Selling and marketing costs

Administrative expenses

Other income

Financial income from shares

a) Financial income from shares in group companies
b) Financial income from shares in associates

c¢) Financial income from other investments

Financial income from loans and operating receivables
Finance costs for investment impairment and write-offs

Finance costs for financial liabilities

. Finance costs for operating liabilities
12.
13.
15.

Income tax expense
Deferred income tax

Net profit of the year

loans and operating receivables of

000 SIT 334.001 represents the

following:

— Reclassification of 000 SIT
132.149
to financial income from shares
(Note 2)

— Netting of foreign exchange
differences in the amount of
000 SIT 201.852

Notes SAS Differences IFRS
1.148.304 0 1.148.304
81.520 0 81.520
1.066.784 0 1.066.784
182.619 0 182.619
1 779.981 17.253 797.234
8.930 0 8.930
2 1.624.314 132.149 1.756.463
962.625 0 962.625
408.940 -11.083 397.857
252.749 143.232 395.981
3 395.090 -334.001 61.089
4 110.979 -110.979 0
5 140.297 -59 140.238
5 417.922 -102.523 315.399
62.350 0 62.350
6 0 -3.451 -3.451
1.400.972 -2.094 1.398.878
Notes on effects of conversion to
IFRS at 31 December 2005
1. Differences in administrative and 4. Reduction in costs of 000 SIT
marketing costs in the amount of 110.979 for investment impairment
000 SIT 17.253 are the result of the and write-offs resulted from the
change in provisions for termination change in accounting for long-term
benefits, jubilee awards and unused investments in subsidiaries from the
holiday. equity to the cost method
2. Increase of 000 SIT 132.149 of 5. Decrease of finance costs from
financial income from shares is the financial and operating liabilities in
result of a reclassification of financial the amount of 000 SIT 102.582 as a
income from loans and operating result of netting of foreign exchange
receivables. differences.
3. Decrease of financial income from 6. Deferred income tax liability in the

amount of 000 SIT 3.451 on account

of the change in the provisions.
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HELIOS Group

Slovenia

« HELIOS, Tovarna barv, lakov in
umetnih smol Koli¢evo, d. o. o.
Address: Kolicevo 65, 1230 Domzale
Director: Marko Vresk
T (01) 72 24 000, 72 24 300
F(01) 7224 310
E info@helios.si
Activity:

Production of top coats, lacquers and
synthetic resins

COLOR, Industrija sinteti¢nih smol,
barv in lakov, d. d.

Address: Cesta komandanta Staneta 4,
1215 Medvode

Director: Matjaz Hafner

T(01) 36 29 100

F(01) 3629 121

E info@color.si

Activity:
Production of synthetic resins, coatings
and powder coatings

HELIOS, Kemi¢na tovarna
Domzale, d. o. o.

Address: Ljubljanska 114, 1230
Domzale

Director: Zala Lemi¢ Oras

T (01) 72 24 000, 72 24 600

F (01) 72 24 620

E info@helios.si

Activity:

Production of starches, starch products
and adhesives

MAVRICA, Trgovsko podjetje z bar-
vami in laki, d. d., Domzale

Address: Slamnikarska 1, 1230 Domzale
Director: Tomaz Zaloznik

T(01) 72 98 200

F (01) 72 98 225

E info@mavrica.si

Activity:
Retail and wholesale trade of paints,
lacquers and other chemical substances

EXIDO, d. 0. 0., Domzale
Address: Ljubljanska 110a, 1230
Domzale

Director: Anton Sencar

T(01) 72 98 180

F(01) 72 98 181

E info@helios.si

Activity:

Wholesale trade of chemical products
* CHROMCOM, d. o. 0., Domzale

Address: Ljubljanska 114, 1230

Domzale

Director: Janez RazborSek

T (01) 72 24 700, 72 24 701

F (01) 7224 710

E info@helios.si

Activity:

Engineering, maintenance and

measurements

PPG-HELIOS, d. o. o.

Address: Koli¢evo 65, 1230 DomZale
Director: Stefan Lilienkampf

T (01) 72 24 000, 72 24 739

F (01) 72 24 740, 72 24 750

E info@helios.si

Activity:

Company for marketing OEM coatings

Bosnia and Hercegovina

« HELKQOS, Boje i lakovi, d. o. 0.,
Sarajevo
Address: Aleja Bosne Srebrene br. 16,
70000 Sarajevo
Directorica: Mel¢ija Mulaosmanovié-
Kupus
T&F +387 33 468 879
M +387 61 171 193
E helkos@bih.net.ba
Activity:
Marketing of wood finishes

HELAKOR, d. o. 0., Tuzla
Address: Ul. Mije KeroSevica 24,
75000 Tuzla

Director: Vikica Petrovic¢

T &F +387 35 282 249

E helakor@delta.ba

Activity:

Marketing of metal coatings

Chech republik

* CHEDO, spol. s . o.
Address: Sokolovska 966, Uherské
Hradisté
Director: Josef Pilka, Frantisek Bosak
T +420 572 432 281
F +420 572 570 454
E chedo@chedo.cz

Activity:
Production and sale of paints and
lacquers

Croatia

« CHROMOS, Boje i lakovi, d. d.
Address: RadniCka cesta 173 d,
10000 Zagreb
Predsednik uprave: Sasa Podbrscek
T+385 124 10 666
F+385124 05517
E chromos@chromos-bil.hr
Activity:
Production of paints, lacquers and dry
wall

HELTRADING, d. o. 0., Zagreb
Address: Andrije Zaje 10, 10000 Zagreb
Director: Mario Vukusié

T+385 13091 751, 30 91 755

F+385 13091 755

E heltrading@zg.hinet.hr

Activity:

Marketing of Helios sales programs in
Croatia

Italy

* HELIOS ITALIA, S. p. A.
Address: Via Vittorio Veneto 87, Gorizia
Director: Vladimir Borisov
T+3904 81550017
F +39 04 81 55 00 09
E info@heliositalia.it
Activity:

Marketing of synthetic resins,
decorative paints and refinishing
coatings and search for favourable
raw material sources

Hungary

o ZENTAX-HELIOS, Kift
Address: Vitorla u. 25, 5000 Szolnok
Director: Mihalj Safranj, Aleksander Cér
T 436 309 550 581
F +36 130 753 49
E safrany@zentax-helios.hu
Activity:
Marketing of industrial coatings, sale of
metal coatings, coatings for plastics,
road marking paints, powder adhesives,
masterbatches and synthetic resins



* SZOLNOK-HELIOS, Kift
Address: Nagysandor J. ut 15742/15,
5000 Szolnok
Director: Laszlo Fajka, Aleksander Cor
T&F+36 56 913 555
E szolnokhelios@externet.hu
Activity:
Marketing of wood finishes and
refinishing coatings

Macedonia

* HELIO-HEM, d. o. 0., Skopje
Address: Ul. Kiro Dimuskov 42, Skopje
Director: Atanas KarapandZovski
T +389 2 521 007
F +389 2 521 587
Activity:

Production of dispersion paints

Poland

* HELIOS POLSKA, Sp. z. o. o.
Address: Ul. Przeskok 43,
63-400 Ostréw Wielkopolski
Director: Planinko Vurdelja
T&F +48 62 73 72 940
E pl@heliospolska.pl
Activity:
Marketing of paints, lacquers and
powder coatings

Romania

* HELIOS COATINGS ROMANIA, S. . 1.
Address: Str. Mica 13-21, 500053
Brasov
Director: Andor Todor
T +40 268 418 694, 744 631 525
F +40 268 406 319
E decorator 1 @rdslink.ro
Activity:

Marketing of industrial and refinishing
coatings

Russia

OAO ODILAK

Address: Transportij proezd 3, 14300
Odincovski rajon, Moskovskaja oblast
Director: Jurij Andrejevi¢ Iljin

T +7 49559 15 604

F +7 495 59 15 482

E odilak@odilak.ru

Activity:

Production and sale of coatings
ODIHEL

Address: JuZnaja promzona, 14300 g.
Odincovo 2, Moskovskaja oblast
Generalni direktor: Aleksandr Ivanovic
Kujum?zi

T +7 495 42 46 990, 42 46 998

F +7 495 42 46 999

E postmaster@odihel.msk.ru

Activity:

Marketing of Mobihel refinishing
coatings and production of finished
refinishing coating hues

HELMOS

Address: Ul. Sossejnaja d.1, kv.1,
Moscow

Generalni direktor: Genadij Vladimirovic¢
Averjanov

T&F +7 49591 98 803, 17 94 978

E info@helios-rus.ru

Activity:

Marketing of decorative paints, metal
coatings, wood finishes and coatings
for household appliances

Slovakia

HELIOS SLOVAKIA, s. r. 0.

Address: Kamenna ul. 9, 010 01 Zilina
Director: Boris Chmeldr
T+421417055115

F+421 417055111

E helios@helios.sk, chmelar@helios.sk
Activity:

Marketing of paints, lacquers and
auxiliary materials

Serbia

» Zvezda-Helios, a. d., Gornji
Milanovac
Address: Ul. Radovana Grkovica 24,
32300 Gornji Milanovac
Director: Velimir Radovanovié
T+38132 716 453, 713 382
F+381 32713 394
E hi@zvezda-helios.co.yu
Activity:
Production of paints, lacquers and
powder coatings

DCB HELIOS, d. o. 0., Beograd
Address: Pazovacki put bb, 11090
Zemun

Director: Aleksander Kokot

T+381 11 615 710, 100 456
F+381 11 107 549

E heliosbg@eunet.yu

Activity:

Distribution of paints and lacquers

Ukraine

+ OO0 SICOLORS
Address: Plodovaya 1, Kiev
Director: Lena Nikolajevna Sviridova
T &F +380 44 50 20 385
F +380 44 50 20 385
E sicolors@optima.com.ua
Activity:
Marketing of paints and lacquers

Representative offices:

Russia

* HELIOS, Predstavni§tvo v Moskvi
Address: Ul. Giljarovskogo, 8123 056
Moscow
Director: Matjaz Bajc
T&F +7 495 68 18 577, 68 44 737
E helios@tlms.ru
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