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KHS GROUP AT A GLANCE 

2006: A PLEASING YEAR 

2006 2005 Change
in %

Incoming orders EUR million 888 731 21.5
Revenues EUR million 752 713 5.5
Order backlog EUR million 449 315 42.5
Employees to the year end Number 4,681 3,519 33.0
Personnel costs EUR million 210 195 7.7
Total operating 
performance per employee EUR thousand 211 200 5.5
EBITDA EUR million 32 26 23.1
EBIT EUR million 19 13 46.2
EBT EUR million 16 7 128.6
Investments EUR million 17 16 6.3
Depreciation EUR million 13 13 0.0
Cash flow (operating) EUR million 67 -23 391.3
Total assets EUR million 568 521 9.0
Equity EUR million 238 218 9.2
Equity ratio % 42 42 0.0

KHS GROUP FOCUS ON THE BEVERAGE INDUSTRY 

COMPETENCIES

1 KHS has been a leader for decades
in the beverages industry both 
nationally and internationally. The
over 1,300 patents and trade-
marks we hold are proof of our 
extraordinary technological 
expertise.

2 KHS designs and builds new
end-to-end systems, in addition
to system expansions and 
upgrades as well as customized 
individual systems.

3 KHS is one of the leading providers
of beverage filling technolgy  
with over 6,000 systems installed
worldwide

4 KHS combines unparalleled tech-
nological expertise with local-
market and global know-how.

5 KHS’ global service network
ensures efficient and econom-
ical operation over the entire 
system life cycle.



06

GROUP MANAGEMENT REPORT 14

SUPERVISORY BOARD REPORT 30

NOTES  44

AUDITOR’S OPINION84

14 Business and General Conditions 
15 Earnings, Financial and Net Worth Position
17 Investments
18 Research and Technology
20 Quality Management
20 Environmental Protection 
22 Employees 
23 Further Information
23 Risk Report
25 Forecast Report  

CONSOLIDATED FINANCIAL 
STATEMENTS36

36 Consolidated Balance Sheet 
38 Consolidated Income Statement 
39 Consolidated Cash Flow Statement

FURTHER INFORMATION 85

85 KHS AG Group Companies
86 Supervisory Board and Management Board 

and their Mandates

CONTENTS

FOREWORD OF 
THE MANAGEMENT BOARD



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS KHS GROUP

>  Notes to the consolidated balance sheet

Shares in loans to affiliated companies concern KHS Argentina, which will be included in the consolidated financial statements upon

commencing business operations in 2007.

The other long-term loans are due within a period of up to five years. Of this amount, EUR 8.4 million are subject to disposal

restrictions.

NET BOOK VALUES 

Shares in and  
loans to  Securities 

affiliated Invest- (carried at  Other
T€ companies ments market value) loans Total

December 31, 2005 1,240 684 117 589 2,630 

December 31, 2006 14 684 111 8,675 9,485 

DEPRECIATION AND 
AMORTIZATION EXPENSE

Shares in and  

loans to  Securities 

affiliated Invest- (carried at  Other

T€ companies ments market value) loans Total

January 1, 2005 -8,077 0 0 0 -8,077 

Additions 0 0 0 0 0 

Disposals 0 0 0 0 0 

Transfers 0 0 0 0 0 

Changes to scope of consolidation 0 0 0 0 0 

Exchange rate differences 0 0 0 0 0 

December 31, 2005 -8,077 0 0 0 -8,077 

January 1, 2006 -8,077 0 0 0 -8,077 

Additions 0 0 -5 0 -5 

Disposals 0 0 0 0 0 

Transfers 0 0 0 0 0 

Changes to scope of consolidation 0 0 0 0 0 

Exchange rate differences 0 0 0 0 0 

December 31, 2006 -8,077 0 -5 0 -8,082 
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( 5 ) Other assets

Other current assets primarily relate to tax relief claims from other taxes.

Income tax receivables reported last fiscal year for KHS Indústria de Máquinas Ltda, São Paulo, under current assets have been

reclassified as noncurrent other assets based on the date of realization.

( 6 ) Deferred tax assets

Deferred tax assets are created due to accounting differences between IFRS and tax statements produced by Group companies and

consolidation rules applied. Note 29 discusses deferred tax assets and liabilities.

CURRENT ASSETS

( 7 ) Inventories

Impairment of inventories totalled EUR 4.4 million for the fiscal year (previous year: EUR 4.5 million), leaving a net book value of a

total EUR 59.4 million (previous year: EUR 54.2 million). This impairment is recognized under cost of materials and as a change in

inventories in the income statement. Impairment was recognized due to unusability of inventories.

Inventories in an amount of EUR 36.3 million (previous year: EUR 33.3 million) subject to disposal restrictions, having been

collateralized.

December 31, December 31,
T€ 2006 2005

Raw materials and consumables 72,615 58,214 

Other unfinished products and goods 26,854 35,815 

Finished products and goods 19,177 15,020 

Advance payments paid for inventories 11,089 7,347 

Total 129,735 116,396 



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS KHS GROUP

>  Notes to the consolidated balance sheet

Of which with Of which with 
a remaining  a remaining 
maturity of maturity of 

December 31, more than December 31, more than 
T€ 2006 one year 2005 one year

Trade receivables 114,042 5,067 117,448 10,135

Receivables from contract manufacture 97,901 0 109,052 0

Receivables from affiliated companies 20 0 2,384 0 

Receivables from other investees and investors 515 0 733 0

Total 212,478 5,067 229,618 10,135

December 31, December 31, 
T€ 2006 2005

Costs of manufacture including result of manufacture contract 450,315 305,467 

Advance payments received -352,414 -196,415 

Receivables from contract manufacture 97,901 109,052 

( 8 ) Trade and other receivables

Customer retentions contained in trade and other receivables are of subordinate importance. Receivables from contract manufac-

turing relate to customer-specific manufacture orders with positive balances, where the manufacturing costs incurred including shares

of profits exceed the advance payments received.

Trade receivables in the amount of EUR 20.8 million (previous year: EUR 20.8 million) were subject to disposal restrictions, having

been collateralized.

( 9 ) Other assets

Other current assets concern receivables from suppliers in the amount of EUR 0.7 million (previous year: EUR 1.2 million) and pre-

paid expenses of EUR 0.7 million (previous year: EUR 1.9 million).

The amounts previously shown under ‘Cumulative tax refunds due’ are now shown under other assets for comparability,

except for income tax refunds due.

Other current assets in the amount of EUR 0.4 million are subject to disposal restrictions.

( 10 ) Liquid funds

The development of cash and equivalents that constitute funds in accordance with IAS 7 is shown in the cash flow statement. This

item also represents interest on financial transactions with Klöckner Finanzholding KMM in the amount of EUR 7.7 million (previous

year: EUR 18.9 million).

During the year under review, an amount of EUR 22.2 million (previous year: EUR 3.9 million) was subject to disposal restric-

tions. Liquid funds in the amount of EUR 20.8 million (previous year: EUR 4.0 million) are pledged as collateral for guarantees.
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( 11 ) Shareholders’ equity

The development of shareholders' equity is shown in the consolidated statement of changes in shareholders' equity.

Subscribed capital

Subscribed, fully paid-in capital totalled EUR 28,262 thousand, unchanged from last year's level, consisting of 1,104,000 individual

no par value shares.

Reserves and total other shareholders’ equity

Total other shareholders' equity is a part of reserves. Material currency translation differences from non-euro-denominated financial

statements are recorded in this account.

NONCURRENT LIABILITIES

( 12 ) Provisions

Noncurrent provisions are made up as follows:

Provisions for pensions and similar obligations

The calculation is based on the following actuarial assumptions:

The calculations for the 2005 and 2006 financial years are based on Prof. Klaus Heubeck's mortality tables for 2005.

December 31, December 31, 
T€ 2006 2005

Provisions for pensions and similar obligations 76,787 75,151 

Other provisions 13,042 9,350 

Total 89,828 84,501 

December 31, December 31, 
% 2006 2005

Discounting rate 4.50 4.25 

Salary trend 2.00 2.00 

Rate of pension progression 1.50 1.00 

Expected return on plan assets 4.50 3.70 



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS KHS GROUP

>  Notes to the consolidated balance sheet

The provisions recognized in the balance sheet derive from the present value of the defined benefit commitments as follows:

As in the previous year, the financing of defined benefit pension commitments on the balance sheet date is equal to the provision

for pensions.

The present value of all defined benefit pension commitments developed as follows:

In the reporting year, plan assets comprise only reinsurance assets shown as other assets. In the previous year, in addition to rein-

surance assets, plan assets also included assets invested in a provident fund.

The actual return on plan assets for financial year 2006 was EUR -139 thousand (previous year: EUR 35 thousand). An estimated

EUR 85.4 thousand (previous year: EUR 230.3 thousand) will be contributed to plan assets during the next reporting period.

December 31, December 31, 
T€ 2006 2005

Present value of provision-financed pension commitments 75,083 75,724 

Present value of funded pension commitments 2,171 1,794 

Present value of total pension commitments 78,254 77,518 

Fair value of plan assets -1,467 -2,367 

Pension provisions 76,787 75,151 

T€ 2006 2005

Present value of defined benefit obligations as at January 1 77,518 75,736 

Service cost 659 584 

Interest expense 3,198 3,744 

Gains/losses recognized in equity 1,492 2,367 

Actual pension payments -4,613 -4,913 

Present value of defined benefit obligations as at December 31 78,254 77,518 

T€ 2006 2005

Plan assets at the beginning of the year 2,367 2,122 

Changes to scope of consolidation -991 0 

Expected return on plan assets 62 83 

Gains/losses recognized in equity -201 -48 

Actual payments from plan assets 0 -39 

Premium additions by employer 230 -249 

Plan assets at the end of the year 1,467 2,367 
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The insurance policies of plan assets work with an average interest rate of 4.50%. Together with the return generated in previous

years and the associated future expected returns, average long-term expected returns are also 4.50%.

The expense reported in the income statement for defined benefit obligations in the financial year is made up as follows:

Gains and losses recognized in equity developed as follows:

OTHER PROVISIONS

Other noncurrent provisions were created for process risks, the ERA adjustment fund and other items. The outflow of economic

benefits is expected to last over a period of a maximum of 5 years.

Additions to other noncurrent provisions contain an amount of EUR 0.0 million (previous year: EUR 0.8 million) relating to

interest on provisions.

December 31, December 31,
T€ 2006 2005

Expense for pension claims earned in the reporting year 659 584 

Interest expense 3,198 3,661 

Expected return on plan assets -62 0 

Total 3,795 4,245 

T€ 2006 2005

Gains/losses recognized in equity as at January 1 6,276 3,853 

Actuarial gains (-)/losses (+) 1,492 2,375 

Gains (-)/losses (+) on plan assets 201 48 

Gains/losses recognized in equity as at December 31 7,969 6,276 

Currency
adjustment, 

changes in  
consolidated As at  

As at group,  Amount December 31, 
T€ January 1, 2006 other drawn upon Addition Reversal 2006

Provisions for warranty 
and contract risks 1,508 110 -71 1,963 -1,755 1,755 

Personnel-related provisions 4,778 -64 -1,747 4,069 0 7,036 

Other provisions 3,064 -382 -107 1,968 -292 4,251 

Total 9,350 -336 -1,925 8,000 -2,047 13,042 
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>  Notes to the consolidated balance sheet

( 13 ) Financial liabilities

( 14 ) Other liabilities

The book values of noncurrent financial assets and other liabilities generally equate to their fair values.

( 15 ) Deferred tax liabilities 

Deferred tax assets are created due to accounting differences between IFRS and tax statements produced by Group companies and

consolidation rules applied. A discussion of deferred tax assets and liabilities is provided under Note 29 ‘Taxes on income and deferred

taxes’.

CURRENT LIABILITIES

( 16 ) Provisions

Other current provisions primarily concern potential losses from open contracts, outstanding invoices, follow-up costs and process

costs.

December 31, December 31, 
T€ 2006 2005

Liabilities due to banks 9,005 23,458 

Liabilities due to other lenders 8,401 9,665 

Liabilities from finance leases 4,571 3,307 

Liabilities with associates, discounted 0 9,500 

Total 21,977 37,440 

Currency
adjustment, 

changes in  
consolidated As at  

As at group,  December 31,  
T€ January 1, 2006 other Use Addition Reversal 2006

Provisions for warranty 
and contract risks 8,568 -181 -3,971 3,863 -3,877 4,401 

Personnel-related provisions 4,131 -46 -1,961 1,103 -508 2,720 

Provisions for taxes 1,618 -1,618 0 0 0 0 

Other provisions 19,852 -139 -7,535 16,684 -9,190 19,672 

Total 34,168 -1,984 -13,467 21,651 -13,575 26,794 
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December 31, December 31, 
T€ 2006 2005

Trade payables 79,590 64,836 

Liabilities from contract manufacturing 60,349 52,468 

Liabilities due to affiliated companies 0 761 

Liabilities due to other investees and investors 0 35 

Total 139,939 118,100 

December 31, December 31, 
T€ 2006 2005

Costs of manufacture including result of manufacture contract 362 1,469 

Advance payments received 59,987 50,999 

Liabilities from contract manufacturing 60,349 52,468 

2006 2006 2006 2005 2005 2005
Nominal Discount  Present Nominal Discount Present

T€ value amount value value amount value

Remaining maturity of up to one year 1,599 0 1,599 825 0 825 

Remaining maturity 1 - 5 years 4,457 -1,097 3,360 2,853 -565 2,288 

Remaining maturity of more than 5 years 1,453 -242 1,211 2,349 -1,330 1,019 

Total 7,509 -1,339 6,170 6,027 -1,895 4,132 

( 17 ) Financial liabilities

Obligations from finance leases are recognized at their present value in the balance sheet. The nominal values of the minimum lease

payments are reconciled in the following table:

( 18 ) Trade payables

Liabilities from contract manufacturing relate to customer-specific manufacture contracts with negative balances, for which the

advance payments received exceed the manufacturing costs incurred including shares of profit and loss.

December 31, December 31, 
T€ 2006 2005

Liabilities due to banks 20,868 3,054 

Liabilities from finance leases 1,599 825 

Liabilities due to other lenders 10 0 

Total 22,476 3,879 



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS KHS GROUP

>  Notes to the consolidated balance sheet       >  Notes to the consolidated income statement

( 19 ) Other liabilities

Other liabilities represent advanced payments received unrelated to project business, liabilities for bonuses, flextime/pre-work, holiday,

payroll and income taxes.

NOTES TO THE CONSOLIDATED INCOME STATEMENT

( 20 ) Revenues

Sales from trade receivables include EUR 143.3 million (previous year: EUR 201,0 million) relating to receivables from contract

manufacturing.

( 21 ) Changes in inventories and other own work capitalized

December 31, December 31, 
T€ 2006 2005

Personnel liabilities 418 4,222 

Other liabilities 27,726 20,743 

Total 28,144 24,965 

T€ 2006 2005

Changes in inventories -1,641 -12,290 

Own work capitalized 8,140 4,096 

Total 6,499 -8,194 

T€ 2006 2005

Germany 127,307 93,123 

Other EU 147,997 113,449 

Other Europe 151,831 134,549 

America 155,759 182,774 

Asia 89,659 98,145 

Other 79,217 91,332 

Total 751,770 713,373 
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( 22 ) Other operating income

Other operating income also includes derecognition of accounts payable, subleasing income and insurance refunds.

( 23 ) Cost of materials

( 24 ) Staff costs

In financial year 2006, pension costs for all non-legally stipulated defined contribution plans were EUR 2.816 thousand (previous year:

EUR 943 thousand). Employer social security contributions totalled EUR 11,490 thousand (previous year: EUR 12,017 thousand).

T€ 2006 2005

Gains on the disposal of intangible assets and property, plant and equipment 38 557 

Profit on disposal of financial assets 283 0 

Write-ups of impairments 4,286 4,256 

Exchange gains 4,371 3,890 

Reversal and utilization of reserves 13,393 20,394 

Other 11,137 9,554 

Total 33,508 38,651 

T€ 2006 2005

Cost of raw materials, consumables and supplies, 
and of goods purchased and held for resale 358,214 330,314 

Expenses relating to other receivables 64,852 60,712 

Total 423,066 391,025 

T€ 2006 2005

Wages and salaries 178,556 163,620 

Social security and pension costs 31,397 31,216 

of which pensions 2,816 943 

Total 209,953 194,836 



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS KHS GROUP

>  Notes to the consolidated income statement

Number of employees (annual average)

Redundancy expenses in the reporting year amounted to EUR 571 thousand (previous year: EUR 395 thousand). Severance expenses

totalled EUR 127 thousand (previous year: EUR 2,765 thousand).

( 25 ) Other operating expenses

Other operating expenses includes sales expenses, expenses for auditing the annual financial statements, consultancy costs and other

administrative costs.

( 26 ) Income from other equity holdings

Income from other equity holdings primarily represents income from investments held, securities and other loans.

T€ 2006 2005

Wage earners 2,639 2,287 

Salary earners 1,768 1,033 

Apprentices and trainees 177 160 

Total 4,584 3,480 

T€ 2006 2005

Marketing 4,195 4,385 

Office and facility expenses 15,340 14,594 

Allocation to provisions and impairments 11,380 11,764 

Travel and liaison expenses 30,349 30,027 

Logistics and shipping expenses 13,905 14,098 

Other advisory and auditing expenses 3,474 4,986 

Taxes 1,525 1,196 

Bank fees and exchange rate losses 6,140 2,813 

Brokerage commissions 12,735 14,104 

Administrative expenses 12,796 12,059 

Other 14,447 21,559 

Total 126,286 131,585 
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( 27 ) Depreciation/amortization

( 28 ) Net interest income 

( 29 ) Taxes on income and deferred taxes  

The effect of deferred tax on earnings was as follows:

T€ 2006 2005

On intangible assets 2,124 2,033 

On property, plant and equipment 10,822 10,978 

Depreciation of investment property 35 0 

Total 12,981 13,011 

T€ 2006 2005

Changes in deferred tax assets in the balance sheet -969 1,309

Changes in deferred tax liabilities in the balance sheet -75 59 

Changes in scope of consolidation/exchange rates 299 -20 

Deferred tax in the income statement -596 1,230

T€ 2006 2005

Current tax -1,606 -4,613 

Deferred tax -596 1,230 

Total -2,202 -3,383 

T€ 2006 2005

Other interest and similar income 3,507 3,192 

Interest and similar expenses -6,867 -9,231 

Interest portion of allocation to pension provisions -3,136 -3,629 

Total -3,360 -6,039 
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>  Notes to the consolidated income statement

Deferred taxes are calculated at an average income tax rate of 39.9% (previous year: 39.9%) for domestic companies not belonging

to the tax entity. The tax rates applied for foreign companies were between 15% and 43.7% (previous year: between 29% and 39%).

Deferred taxes increased by around EUR 0.4 million (previous year: EUR 0.7 million) as a result of the change in tax rates in

individual countries. No write-downs or reversals of write-downs on deferred taxes were required in the reporting year.

Deferred taxes on loss carryforwards are only capitalized when future settlement is likely. Accordingly, loss carryforwards of

EUR 31.0 million (previous year: EUR 31.5 million) were treated as non-capitalizable.

Corporate tax loss carryforwards in the amount of EUR 0.4 million and trade income tax loss carryforwards of EUR 0.0 mil-

lion (previous year: EUR 0.7 million) were treated as capitalizable.

Deferred tax assets and liabilities are attributable to the following balance sheet items:

Tax receivables and liabilities are offset if there is a legally enforceable right to offset the current tax receivables against the current

tax liabilities, and if the deferred tax relate to taxes levied by the same tax authority.

Profits not intended for distribution in subsidiaries in countries in which withholding tax is retained amounted to EUR 28.9

million (previous year: EUR 30.7 million). Applying the tax rates as of the statement date, total taxes of EUR 1.4 million (previous

year: EUR 1.5 million) would be withheld if distributed by the various tax authorities.

The following table reconciles the theoretical tax expense based on the application of normal tax rates in the individual com-

panies to the actual tax expense reported in the income statement.

2006 2005

T€ Assets Liabilities Assets Liabilities

Intangible assets 1,215 4 1,473 1 

Tangible assets 85 269 83 1,039 

Investment property 0 422 0 0 

Financial assets 0 110 120 0 

Other assets 0 0 2,145 1,661 

Inventories 1,140 1,121 1,698 1,935 

Trade receivables 1,170 1,029 0 0 

Current financial assets 645 0 0 0 

Other current assets 0 1,021 0 0 

Provisions 357 1,000 533 1,636 

Financial liabilities 0 29 939 1,483 

Other liabilities 19 757 314 1,246 

Tax loss carryforwards 119 0 265 0 

Other 1,334 0 312 0 

Offsetting of deferred tax assets and liabilities -2,081 -2,081 -89 -89 

Total 3,251 109 4,221 182 
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( 30 ) Income from loss takeovers

( 31 ) Earnings per share

In accordance with IAS 33, basic and diluted earnings per share are calculated by dividing KHS AG shareholders' share in the net

income or loss for the period by the weighted average number of shares outstanding.

( 32 ) Notes to the cash flow statement

Cash balances per the cash flow statement correspond to cash and equivalents reported on the balance sheet, in line with IAS 7. Bank

balances of EUR 22.2 million (previous year: EUR 3.9 million) are not freely disposable. 

The effects of exchange rate-related changes in cash totalled EUR -1.1 million (previous year: EUR -1.4 million).

T€ 2006 2005

Consolidated EBT 16,133 7,353 

Theoretical tax rate in % 39,90 39,90 

Theoretical tax expense -6,437 -2,934 

Effect of non-deductible expenses and non-taxable income 1,186 2 

Effect of loss-making companies 1,735 7,107 

Taxes from other periods 60 -378 

Elimination of tax allocation to German tax entity 2,627 -4,628 

Effect of deferred tax on loss carryforwards 0 -1,147 

Difference in tax rates on foreign income -1,373 -507 

Tax expense per income statement -2,202 -3,383 

Tax rate in % 13.65 46.01 

T€ 2006 2005

Income from loss takeovers 10,400 33,956

Total 10,400 33,956

2006 2005

Share of the shareholders of KHS AG in the profit or loss for the period (T€) 13,616 4,182 

Number of shares outstanding 1,104,000 1,104,000 

Earnings per share (€) 12.33 3.80 
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>  Notes to the consolidated income statement      >  Further information

Outflows for the acquisition of subsidiaries less net cash acquired in the amount of EUR 20.0 million is in connection with purchase

of a 70% stake in KHS China GLM2 Co. Ltd., Shantou (China). Another EUR 0.7 million was paid to purchase shares of KHS Metec

GmbH held by non-Group shareholders prior to March 31, 2006.

To the extent they arise, currency adjustments are reported in the items to which they are attributable.

FURTHER INFORMATION

The KHS Group had the following contingent liabilities at the balance sheet date:

( 33 ) Contingent liabilities

The KHS Group carried liabilities from guarantees and indemnity agreements totalling EUR 6.2 million (previous year: EUR 12.1 mil-

lion) as of the statement date.

( 34 ) Other financial liabilities:

Other Group financial liabilities are made up as follows:

( 35 ) Operating leases

Qualifying operating leases predominantly relate to technical equipment and machinery as well as operating and office equipment.

Future minimum lease payments mature as follows:

Of which  Of which
December 31, affiliated December 31 affiliated

T€ 2006 companies 2005 companies

Guarantees 5,225 0 12,128 0 

Indemnity agreements 1,000 0 0 0 

Of which  Of which
December 31, affiliated December 31 affiliated

T€ 2006 companies 2005 companies

Orders for investments in intangible assets 340 0 0 0 

Orders for investments in property, plant and equipment 3,763 0 814 0 

Other financial liabilities 66 0 0 0 
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Operating lease payments for fiscal year 2006 totalled EUR 1.9 million (previous year: EUR 1.7 million). As in the previous year, no

income was generated from subleases.

Contingent lease payments were remitted in the amount of EUR 0.3 million (previous year: EUR 0.0 million).

( 36 ) Financial risk management and financial instruments

The KHS Group is subject to various financial risks as part of its business activities. In particular changes in interest and exchange

rates can have a significant impact on the Group's net assets, financial position and results of operations.

The Group's uniform risk management system focuses on the unpredictable aspects of developments in the financial mar-

kets and aims to minimise potential negative effects on the Group's financial position. The Group uses derivative financial instruments

to hedge against specific risks. KHS's central finance department is responsible for controlling risk management in accordance with

guidelines issued by the Management Board. The finance department identifies, evaluates and hedges financial risks in close collabo-

ration with the Group's operating units. The Management Board determines the principles to be applied for the uniform risk man-

agement system and guidelines issued for specific areas, e.g. dealing with foreign currency risk, interest rate risk and credit risk, as

well as the use of derivative and nonderivative financial instruments.

Foreign currency risk

The Group operates globally and is consequently exposed to a foreign currency risk in the form of exchange rates against various

foreign currencies, principally the US dollar. Foreign currency risks arise in respect of expected future cash flows, recognized assets

and liabilities and net foreign investments.

A foreign currency risk arises when future business transactions or recognized assets and liabilities are recorded in a cur-

rency other than the functional currency of the enterprise. Group companies employ futures contracts with external banks to hedge

against risks perceived in connection with such transactions, assets and liabilities.

Nominal value December 31, December 31, 
T€ 2006 2005

Remaining maturity of less than 1 year 1,749 1,651 

Remaining maturity of between 1 and 5 years 1,666 1,695 

Remaining maturity of more than 5 years 0 9 

Total 3,415 3,355 



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS KHS GROUP

>  Further information

The following derivative positions existed at the balance sheet date:

The nominal volume represents the total of all call and put amounts relating to derivative financial transactions. Market values are deter-

mined by measuring open positions at market prices without taking into account opposing changes in value in the underlying trans-

actions. These thus correspond to the expenses or income that would result from a (theoretical) settlement at the balance sheet date.

As of December 31, 2006, currency futures were denominated as follows: 34,389 thousand (86.6%) in USD, with 2,888 thou-

sand (7.3%) in EUR, 1,957 thousand (4,9%) in GBP and 476 thousand (1.2%) in AUD. In 2005, EUR 16,473 thousand (93%) related

to USD and in EUR 1,240 thousand (7%) to GBP.

The hedging transactions have the following remaining maturities at the balance sheet date:

In the fiscal year as in the previous year there were no losses recognized in equity from the fair-value measurement of derivatives.

Credit and default risk

The default risk on financial assets is recognized by means of appropriate valuation adjustments taking into account existing collat-

eral. Dealing guidelines ensure that sales are only made to potential customers if the customer in question has demonstrated an appro-

priate payment history and has passed a specific creditworthiness check. No particular concentration of credit and default risks exist

for the KHS Group either in respect of customers or individual countries.

Guarantees for third-party obligations are stated in the notes on contingent liabilities.

December 31, December 31, 
T€ 2006 2005

Nominal volume 39,716 17,713 

Positive market values 454 0 

Negative market values 0 -377 

Remaining Remaining Remaining Remaining
maturity maturity December 31, maturity maturity December 31, 

T€ up to 1 year over 1 year 2006 up to 1 year over 1 year 2005

Forward currency contracts 38,948 768 39,716 17,634 79 17,713



80 81

Interest rate change risk

The interest rate structure of the significant assets and liabilities of the KHS Group are as follows:

Current financial assets bear interest of between 4.0% and 5.5%. Cash and equivalents are invested at interest rates of between

0.5% and 2.65%. Most financial liabilities bear interest in a range of 3.2% to 8.0%.

Interest rate swaps are used to reduce interest rate risks. The following positions existed at the balance sheet date:

Total Total
Non- Decem- Non- Decem-

Fixed Variable interest ber 31, Fixed Variable interest ber 31, 
T€ interest interest bearing 2006 interest interest bearing 2005

Noncurrent financial assets 0 8,668 816 9,484 264 117 2,248 2,629 

Trade receivables 53,687 0 158,791 212,478 58,654 0 170,964 229,618 

Other assets 0 0 18,953 18,953 0 0 14,761 14,761 

Income tax recoverable 0 0 222 222 0 0 366 366 

Liquid funds 789 40,899 3,338 45,026 0 35,502 0 35,502 

Pension provisions 76,787 0 0 76,787 75,151 0 0 75,151 

Noncurrent financial liabilities 13,274 8,703 0 21,977 4,474 32,966 0 37,440 

Current provisions 0 13 26,781 26,794 0 0 32,550 32,550 

Current financial liabilities 1,650 20,826 0 22,476 823 3,056 0 3,879 

Trade payables 0 0 139,939 139,939 0 0 118,100 118,100 

Other current liabilities 202 0 27,942 28,144 970 0 23,997 24,967 

December 31, December 31, 
T€ 2006 2005

Nominal value 21,192 24,422 

Positive market values 267 302 

Negative market values -39 -95 



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT KHS GROUP

>  Further information

( 37 ) Related parties

IAS 24 requires the disclosure of related parties that KHS AG controls or that control KHS AG. Business transactions concluded between

KHS AG and its subsidiaries, which constitute related parties, were eliminated on consolidation and are therefore not explained in

this disclosure note.

IAS 24 further requires the disclosure of parties, including close family members, who can exert a significant influence on

the enterprise, i.e. can affect, though not control, the enterprise's financial and operating policies. For fiscal year 2006 this applies

to KHS AG Supervisory and Management Board members.

The KHS AG Supervisory Board consists of six members representing shareholders and six members labour. Members of the

Supervisory and Management Boards and their mandates are listed in the ‘Further information’ section.

The shareholders of the KHS Group have not concluded any reportable transactions with members of the Supervisory or Man-

agement Boards or with companies on whose management or supervisory committees these persons are represented. This also applies

to close family members of the above individuals.

Klöckner-Werke AG holds shares of KHS AG. The parent company is WCM AG, Frankfurt. Klöckner-Werke AG and KHS AG

concluded a cash management agreement on July 13, 1999. This agreement obligates KHS AG to conduct all borrowing and invest-

ing through Klöckner Finanzholding KMM. The following interest income/expenses accrued under this agreement:

( 38 ) Remuneration paid to members of corporate bodies

Remuneration of the Management Board

The KHS Management Board received remuneration totalling EUR 1,173 thousand (previous year: EUR 712 thousand) for the per-

forming of its office in 2006. 

Fixed components amounted to EUR 697 thousand (previous year: 639 thousand), and profit-related components EUR 476 thou-

sand (previous year: EUR 73 thousand). Former Management Board members and their survivors received payments of EUR 1,016

thousand (previous year: EUR 2,321 thousand). Provisions for this purpose total EUR 10,616 thousand (previous year: EUR 10,638

thousand).

December 31, December 31, 
T€ 2006 2005

Interest income 252 12 

Interest expense -36 -2,826 

Total 216 -2,814 
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Remuneration of the Supervisory Board

The Supervisory Board received remuneration totalling EUR 69 thousand in fiscal year 2006 (previous year: EUR 73 thousand) for the

performing of its office on behalf of the parent company and subsidiaries.

As in previous years, no advances, loans, guarantees or warranties were extended to members of the Management Board or

Supervisory Board.

Consultancy services

No members of the Supervisory Board performed any paid consultancy services.

( 39 ) Auditors' fees

PricewaterhouseCoopers Aktiengesellschaft, Wirtschaftsprüfungsgesellschaft, Frankfurt/Main, (PwC) incurred fees of EUR 134 thou-

sand as the auditor of the consolidated financial statements as at December 31, 2006. BDO Deutsche Warentreuhand Aktienge-

sellschaft, Wirtschaftsprüfungsgesellschaft, Düsseldorf, (BDO) incurred further fees totalling EUR 125 thousand as the auditor of the

consolidated financial statements as at December 31, 2005 in financial year 2006.

( 40 ) Events after the balance sheet date

No events of material importance transpired after the reporting date.

Dortmund, March 2, 2007

KHS AG

The Management Board

PWC BDO BDO
T€ 2006 2006 2005

Audit 128 21 239 

Tax consultancy services 6 104 56 

Total 134 125 295 



AUDITOR’S OPINION/FURTHER INFORMATION KHS GROUP

We audited the consolidated annual financial statements prepared by KHS AG Dortmund – consisting of the balance sheet, income

statement, statement of changes in shareholders’ equity, cash flow statement and notes to the consolidated financial statements –

and the Group Management Report for the financial year from January 1 to December 31, 2006. The organisation’s Management

Board is responsible for producing consolidated financial statements and Group management report in accordance with IFRS rules

applicable in the EU and German Commercial Code applicable pursuant to Article 315 a (1) HGB. Our responsibility is to express an

opinion on the consolidated financial statements and on the group management report based on our audit.

We conducted our audit of the consolidated financial statements in accordance with Article 317 HGB and German generally

accepted standards for the audit of financial statements promulgated by the Institut der Wirtschaftsprüfer (Institute of Public Audi-

tors in Germany) (IDW). Those standards require that we plan and perform the audit such that misstatements materially affecting

the presentation of the net assets, financial position and results of operations in the consolidated financial statements in accordance

with the applicable financial reporting framework and in the Group Management Report are detected with reasonable assurance.

Knowledge of business activities and the economic and legal environment of the Group and the expectation of possible misstate-

ments are taken into account in determining audit procedures. The effectiveness of the accounting-related internal control system

and the evidence supporting the disclosures in the consolidated financial statements and the Group Management Report are exam-

ined primarily on a test basis within the framework of the audit. The audit includes assessing the annual financial statements of

those entities included in consolidation, the determination of the entities to be included in consolidation, the accounting and con-

solidation principles used and significant estimates made by the Management Board, as well as evaluating the overall presentation

of the consolidated financial statements and the Group Management Report. We believe that our audit provides a reasonable basis

for our opinion.

Our audit has not led to any reservations.

On the basis of our audit we find that the consolidated financial statements conform with IFRS rules applicable in the EU

and German Commercial Code applicable pursuant to Article 315 a (1) HGB, providing on the whole an accurate impression of actual

circumstances concerning the Group’s net assets, financial position and earnings. The Group Management Report is in agreement

with the consolidated financial statements, provides a suitable picture of the Group’s overall position and suitably presents the oppor-

tunities and risks of future development.

Essen, March 2, 2007

PricewaterhouseCoopers

Aktiengesellschaft

Wirtschaftsprüfungsgesellschaft

Buiting ppa. Lentz

Wirtschaftsprüfer Wirtschaftsprüfer

AUDITOR’S OPINION

>  KHS AG Group companies
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FURTHER INFORMATION

Net 
Share- Shares held Shareholders’ profit/loss

holding held by equity  for the year  
Name and headquarters of the company Currency in % company no. (000s) (000s)

1 KHS AG, Dortmund (parent company) EUR 234,963 14,402 

2 KHS China GLM2 Co. Ltd., Shantou 1) CNY 70.0 1 112,973 7,201 

3 Holstein and Kappert GmbH, Dortmund EUR 100.0 1 25 0 

4 IRKAS Beteiligungs GmbH & Co. Vermietungs-KG, Munich EUR 99.0 1 15.661 0 

5 KHS Machines Nigeria Ltd., Lagos NGN 100.0 1 144,945 132,855 

6 KHS Argentina S.A. Buenos Aires 2) ARS 99.0 1 25 -1 

7 KHS Asia Pte. Ltd., Singapore SGD 100.0 1 107 -989 

8 KHS Austria GmbH, Wiener Neudorf EUR 100.0 1 611 223 

9 KHS Benelux B.V., Breda EUR 100.0 1 228 18 

10 KHS GmbH, Wolfwil CHF 100.0 1 632 440 

11 KHS Indústria de Máquinas Ltda, São Paulo BRL 100.0 1 20,698 199 

12 KHS Italia S.r.l., Pero Milano EUR 99.0 1 -36 -59 

13 KHS Japan Corporation, Osaka JPY 60.0 1 139,512 1,404 

14 KHS S.A.R.L, Torcy EUR 100.0 1 112 -707 

15 KHS Machine and Equipment Co. Ltd., Qinhuangdao CNY 100.0 1 2,836 2,507 

16 KHS Machinery Pvt. Ltd., Ahmedabad INR 89.0 1 202,412 47,485 

17 KHS Makine Sanayi VE Ticaret Limited Sirketi, Istanbul TRY 99.9 1 -279 -221 

18 KHS Manufacturing (S. A.) (Pty.) Ltd., Kramerville ZAR 100.0 1 12,557 5,116 

19 KHS México S.A. de C.V., Zinacantepec MXN 100.0 28 88,290 10,917 

20 KHS Pacific Pty. Ltd., Tullamarine AUD 100.0 1 1,933 1,330 

21 KHS RUS OOO, Moscow RUB 99.0 1 40,386 23,283 

22 KHS s.r.o., Budweis CZK 100.0 1 7,621 1,947 

23 KHS Ukraine OOO, Kiev UAH 100.0 1 -56 -128 

24 KHS Sibiu S.R.L., Sibiu RON 100.0 1 3 -15 

25 KHS Skandinavien ApS, Glostrup DKK 100.0 1 363 -102 

26 KHS UK Ltd., Solihull GBP 100.0 1 510 90 

27 KHS USA Inc., Waukesha USD 100.0 1 49,192 1,517 

28 Kisters Limited, Redditch GBP 100.0 1 254 0 

29 Klöckner Holstein Seitz S.A., St. Cugat del Valles EUR 100.0 1 210 15 

30 Seitz Enziger Noll GmbH, Bad Kreuznach EUR 100.0 1 27 0 

31 Chung Yong  KHS Co. Ltd., Seoul KRW 30.6 1 - -

32 Impuls AG, Gabrovo 2) BGN 15.2 1 1,008 51 

1) starting October 1, 2006
2) annual financial statements 2004

KHS AG GROUP COMPANIES



FURTHER INFORMATION KHS GROUP

>  Supervisory Board and Management Board and their Mandates

SUPERVISORY BOARD AND MANAGEMENT BOARD AND THEIR MANDATES

SUPERVISORY BOARD

Roland Flach, Kronberg im Taunus, Chairman

• Membership of Supervisory Boards:
• ALLBODEN Allgemeine Grundstücks-AG*

• BHE Beteiligungs-AG, Chairman*

• MATERNUS-Kliniken AG*

• RSE Grundbesitz und Beteiligungs-AG*, Chairman*

• RSE Projektmanagement AG, Chairman*

• YMOS AG, Chairman*

• Comparable mandates:
• KHS USA, Inc. (USA), Chairman*

Joachim Kletzin, Berlin, Vice Chairman**

• Director of IG Metall training establishment

• Membership of Supervisory Boards:
• Klöckner-Werke AG

• Comparable mandates:
• BiB Bildungs- und Beschäftigungsgesellschaft mbH Leipzig,

Chairman of the Advisory Board

Erich Bach, Frankfurt/Main**

• Trade Union Secretary at IG Metall

• Membership of Supervisory Boards:
• Klöckner-Werke AG

Karl Ehlerding, Hamburg

• Managing Director, KG Erste ‘Hohe Brücke 1’

Verwaltungs-GmbH & Co.

• Membership of Supervisory Boards:
• Deutsche Real Estate AG

• Klöckner-Werke AG

• MATERNUS-Kliniken AG

• WCM Beteiligungs- und Grundbesitz-

Aktiensgesellschaft i. Ins.

• Comparable mandates:
• Deutsche Bank AG Nord, Advisory Board

Karl-Heinz Engbarth, Bad Kreuznach**

• Works Council Chairman, 

KHS AG, Bad Kreuznach plant

Marina E. König, Glashütten/Taunus

• Corporate officer, WCM Beteiligungs- und Grundbesitz Aktien-

gesellschaft, Frankfurt am Main (through January 31, 2006)

Rainer Laufs, Kronberg im Taunus

• Independent consultant

• Membership of Supervisory Boards:
• Klöckner-Werke AG

• LANXESS AG

• PETROTEC AG, Vice-Chairman

• WCM Beteiligungs- und Grundbesitz-

Aktiengesellschaft i. Ins., Chairman

• Comparable mandates:
• LANXESS Germany GmbH
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Dr. Jochen Melchior, Essen, since February 3, 2006

• Independent management consultant

• Membership of Supervisory Boards:
• AXA Service AG

• Klöckner-Werke AG

• YMOS AG, Chairman*

• National-Bank AG

• Comparable mandates:
• Mattson Technology, Inc., Chairman

• Essen University Hospital

Artur Schreiber, Dortmund**

• Head of the logistics unit at KHS AG

• Membership of Supervisory Boards:
• Klöckner-Werke AG

Jürgen Schuld, Taunusstein

• Vice President Controlling, WCM Beteiligungs- und

Grundbesitz-Aktiengesellschaft, Frankfurt am Main 

(through March 22, 2006)

Karl-Ernst Schweikert, Männedorf, Switzerland

• Managing Director, WCM Beteiligungs- und Grundbesitz-

Aktiengesellschaft i. Ins. (from October 26, 2006)

• Membership of Supervisory Boards:
(from October 26, 2006)

• Klöckner-Werke AG

• MATERNUS-Kliniken AG

• RSE Grundbesitz und Beteiligungs-AG

Peter Söpper, Dortmund**

• Works Council Vice-Chairman,

KHS AG, Dortmund plant

Heinz Vogtland, Schwerte

• Former KHS AG Management Board Chairman

Helmut Weber, Fröndenberg**

• Group Works Council Chairman 

KHS AG and KHS AG, Dortmund plant

• Membership of Supervisory Boards:
• Klöckner-Werke AG

*  Group mandate
** Employee representative



FURTHER INFORMATION KHS GROUP

>  Supervisory Board and Management Board and their Mandates

MANAGEMENT BOARD

Valentin Reisgen, Neuss

• Chairman

Responsible for Finances, Management, 

Corporate Development and Operating Business

North and South America

• Membership of Supervisory Boards:
• ALLBODEN Allgemeine Grundstücks-Aktiengesellschaft,

Chairman*

• BHE Beteiligungs-Aktiengesellschaft, Vice Chairman*

• MATERNUS-Kliniken AG*

• RSE Grundbesitz und Beteiligungs-AG

Vice-Chairman*

• YMOS AG, Vice-Chairman*

• Comparable mandates:
• Impuls AG (Bulgaria)

• KHS Asia Pte. Ltd. (Singapore)*

• KHS China GLM2 Co. Ltd. (China), Chairman*

• KHS Indústria de Máquinas Ltda. (Brazil)*

• KHS Machinery Pvt. Ltd. (India)*

• KHS México S. A. de C.V. (Mexico)*

• KHS Pacific Pty. Ltd. (Australia)*

• KHS Manufacturing (S.A.) (Pty.) Ltd. (South Africa)*

• KHS USA, Inc. (USA)*

Maternus Gemmel, Bad Kreuznach

• Responsible for Sales 

• Comparable mandates:
• KHS Asia Pte. Ltd. (Singapore)*

• KHS China GLM2 Co. Ltd. (China), Chairman*

• KHS SARL (France)*

• KHS Machinery Pvt. Ltd. (India)*

• KHS Indústria de Máquinas Ltda. (Brazil)*

• KHS Japan Corporation (Japan)*

• KHS México S. A. de C.V. (Mexico)*

• KHS Machines Nigeria Limited (Nigeria)*

• KHS Pacific Pty. Ltd. (Australia)*

• KHS RUS OOO (Russian Federation)*

• KHS Manufacturing (S.A.) (Pty.) Ltd. (South Africa)*

• KHS UK Ltd. (UK)*

Dr. tech. Dipl.-Ing. Johann Grabenweger MBA,
Frankfurt/Main

• Responsible for Production since January 1, 2006

• Comparable mandates:
• KHS Machinery Pvt. Ltd. (Indien)*

• KHS China GLM2 Co. Ltd. (China)*

Volker Till, Hofheim/Taunus

• Responsible for R&D/Innovation

• Comparable mandates:
• Klöckner Holstein Seitz S.A., St. Cugat del Valles (Spain)*

• KHS Indústria de Máquinas Ltda. (Brazil)*

• KHS Pacific Pty. Ltd. (Australia)* 

• KHS USA, Inc. (USA)*

• KHS Machinery Pvt. Ltd. (India)*

• KHS China GLM2 Co. Ltd. (China)*

• KHS Japan Corporation (Japan)**  Group mandate


