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Nanogate at a glance
Based on the Nanogate Group (in accordance with HGB, figures in EUR ‚000)

Sales
Gross profit
EBIT**
EBIT return
Consolidated net loss ***

2006
7,834
6,089
1,020
13
-295

2005*
4,763
3,186
333
7
245

Changes
+ 64 %
+ 91 %
+ 206 %
+ 6 % points

19,315
17,450
90.0

3,150
1,518
48.0

+ 513 %
+ 1049 %
+ 42 % points

29
164

+ 46 %
+ 17 %

Total balance sheet
Equity
Equity ratio (in %)
Earnings per share**** (in euro)
Employees
Sales per employee

0.71
41
191

* AG; ** Earnings before interest, extraordinary result, income taxes, third-party shares;
*** caused by IPO costs; **** adjusted for extraordinary result
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Foreword

Foreword of the Management Board
Dear Shareholders,
Ladies and Gentlemen, valued Colleagues,
An extremely pleasurable and dynamic financial year 2006 lies behind us. Nanogate AG attained important goals in the reporting period which have improved the company considerably, not least the stock
market flotation and several strategic joint ventures. The magnificent result exceeds all operating expectations. This excellent performance is a source of pride for our team and motivates us for the future. We
are also receiving outside recognition: Nanogate was the only nanotechnology firm to reach the finals of
the competition “Entrepreneur of the Year”. We were also honoured with the “German Start-up Prize” as
one of the best three companies in the “new entrant” category. Nanogate also earned second place in the
Deloitte Technology Fast-50 competition in the category “Rising Stars”.
This first annual report which you are holding will explain the results of the past year and present
our future plans for growth. The title of this annual report – NEXT – is also the title of our strategy
programme by which we will guide Nanogate successfully through the next phase of our company
development.
Nanogate represents an outstanding business model in the nanotechnology market: as one leading
international enabler, we open doors to this technology for our customers from different industries. We
“enable” materials, products, and surfaces to gain additional functions – such as non-stick, anti-corrosive and ultra-low friction. Our expertise and experience allow our customers to refine their products:
they become more efficient or cheaper than existing solutions. Many renowned business partners, such
as ABB, Duravit, BSH Bosch-Siemens Hausgeräte, Giesecke & Devrient and Koenig und Bauer profit
from the variety of uses of our wide-ranging and scalable technology platforms.
Record year 2006
Nanogate has continued its course of dynamic growth set in previous years. An increase in Group sales
of approx. 64 % to approx. EUR 7.83 million exceeds even our own ambitious forecast of November
2006. Annual sales have increased since 2004 by an average of 65.7 %. After offsetting extraordinary
events, at 206 % Group earnings before interest and taxes (EBIT) have almost trebled to EUR 1.02
million. This excellent result is due to our position in a growth market par excellence: Nanogate has the
skill to make the advantages of nanotechnology available to the most diverse industries.
Successful stock market flotation
Our debut in the Entry Standard of the Frankfurt Stock Exchange has created the necessary financial
scope to extend business operations as planned. Share price development shows investor interest in our
shares: after climbing to around EUR 40, at the year end the share was almost 5 % over its issue price of
EUR 32 and at EUR 34, which showed a better performance than the general Entry Standard Index.
Strong starting position
Since its operative beginnings in 1999, Nanogate AG has been a forerunner of nanotechnology and this
position has been successfully built on over the past year. For example, new joint venture agreements
were agreed with three international companies – Dow Corning, ESK Ceramics and Authentix. In the
first quarter of the financial year 2007, we began a strategic joint venture in the market for safety engineering technology with the world market leader Giesecke & Devrient. Our goal is always this: with our
partners we want to gain rapid and comprehensive access to a market, speed up product development
and increase our sales power.
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Nanogate targets high-volume, industrial segments with continual growth. One example is the segment
automotive/mechanical engineering. The German Association of Mechanical and Industrial Engineers
(VDMA) expects industry growth of 4 % in 2007. In 2006, the production volume (first calculations, price adjusted) was increased by over 7 % to the record level of 158,4 billion Euro. Applied to our
applications and technology platforms this means: we profit from attractive growth markets and their
extensive potential for multiple concrete uses of nanotechnology. A poll of companies carried out by the
Association of German Engineers (VDI) estimates the market volume for tribological layers (increasing
gliding properties or decreasing abrasion) and corrosion protection to be EUR 1 billion and EUR 5
billion respectively. Market potential for tool coatings is estimated at up to EUR 250 million and for
hard layers up to EUR 1 billion. Experts expect the total global market potential for nanotechnology
products should rise to US$ 25 billion by 2011. Nanogate will enter the relevant market segments in this
attractive environment and thus continue its course of growth.
Start of the next growth phase
Our navigational aid is called NEXT: Nanogate EXtended Track. This strategy programme will approach central challenges in a structured manner and overcome them successfully. The aims of NEXT
are:
•	Increasing sales and earnings
•	Internationalisation and extension of partnerships and alliances
•	Extending our technology portfolio
•	Increasing industry expertise
•	Further developing the organisation and optimising internal procedures
•	Qualification and development of our employees
•	Broadening our corporate responsibility

Ralf Zastrau (CEO)

Michael Jung (COO)

With this in mind, we will concentrate initially on operational goals and working more intensely within
our markets. We will focus on defined growth areas such as buildings/interiors, automotive/mechanical
engineering, functional textiles and sport/leisure. Nanogate will also extend significantly its segment orientation in order to better meet the different requirements of the various target industries. Responsibility
for development, product implementation and marketing of applications should be passed to heterogeneous teams. We will also produce and implement additional technology road maps to develop new
applications to market readiness more quickly and to saturate market potential with existing solutions.
Our investments involve us in further interesting markets: Nanogate Advanced Materials GmbH, a joint
venture with the American company Air Products, specialises in safety engineering and optics. Holmenkol Sport-Technologies GmbH & Co. KG, in which we increased our shareholding in December, hopes
to develop with our help into the leading provider of finishing products for sport interfaces. The two
companies already made substantial progress in the previous financial year and improved their relevant
market positions.
Focus on other markets and applications
In this financial year and the next one, Nanogate intends to substantially increase its sales and earnings
by entering new markets and applications. Our goal is to use second- and third-generation technologies
to develop the business by an order of magnitude substantially in excess of existing business size. We
refer to market segments with sales potential in at least doubledigit millions.
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An example: tribological systems, which provide efficient solutions to reduce friction and abrasion in
industry. They allow companies in areas such as automotive or mechanical engineering to considerably
lower their operating costs for components, maintenance and servicing. We presented our concepts at
the Hannover Messe last year. The first products are expected to be available this year. Our technological
and sales cooperation with the American company ESK Ceramics in September 2006 has already helped
us make a significant step towards reaching this goal.
Perspectives
Nanogate will further benefit in 2007. We are profiting from the growing importance of nanotechnology as an innovative driving force for companies in various segments. At the same time, our strategy of
working closely with customers and binding ourselves into longterm, strategic, innovative partnerships
is paying off. Particularly for industrial applications, longterm contracts over many years are possible.
This allows us to secure income today for future years and, as a rule, we are able to build on the sales of
previous years.
Nanogate hopes to substantially extend existing business activity in the financial year 2007 and to lay
the basis for future growth. In this respect we are pursuing essential goals such as:
•	Acquiring new, highly productive partners
•	Development of our technology competence and application centre
•	Increasing our cultivation of international markets
•	In cooperation with our customers, the market launch of at least ten product innovations based on
nanotechnology
•	Expanding our industry expertise in growth segments such as automotive and mechanical engineering, buildings/interiors and sport/leisure
•	Contributing to the overall application of nanotechnology
In summary, we will not rest on our achievements so far. We want to encourage systematic development
of the next growth generation. To do so, Nanogate will require a considerable increase in funds; the successful stock market flotation makes this possible. We will continue to invest in the development of new
and additional technology platforms, and to develop sales, marketing and new production capacity. We
not only wish to develop the company organically but also to selectively strengthen ourselves externally.
As in the past, we will proceed strategically: new investments and joint ventures are planned only after
careful consideration of price, return, market position and integration. We will complete our technology
portfolio by acquiring or licensing technologies and additional process expertise.
Last, but not least, we will push ahead with our corporate responsibility. Nanogate is aware of its responsibilities as a leading company in the young nanotechnology segment. In the past year we cofounded the
alliance “forumnano”, which seeks to promote sustainability and develop uniform quality standards and
a quality hallmark. We also take part in selective international projects, such as the project “Nanosafe”
promoted by the European Union, which is concerned with the safe production and use of nanomaterials. We also undertake ventures at our location in the Saarland, one of the leading regions for nanotechnology in Europe.
We are convinced that Nanogate is operating from a strong starting position. Our renowned customers
and joint venture partners underline the quality of our technology and our clear market orientation.
In the past, Nanogate has established itself through various phases of corporate development. We will
utilise our future chances. Our business model and strategy will pay off. We are extremely optimistic
that in future a considerable growth spurt is about to take place. We always take care to ensure that the
longterm value of Nanogate AG is secured and will increase.



Foreword

We thank you for your loyality and invite you to continue on the path to a successful future and profit
from the global potential of nanotechnology. Only a small portion of the opportunities of this cross-sectional technology has been tapped. As a successful enabler, we will contribute to the industry using this
potential more strongly and successfully.

Yours,

Ralf Zastrau (CEO)

Michael Jung (COO)
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Successful start on the capital market
Nanogate AG listed successfully on the capital market in 2006. Since 18 October of last year, its shares
have been listed on the Entry Standard, the quality segment of the open market of the Frankfurt Stock
Exchange. The Entry Standard fits ideal to Nanogate AG as its cost structure and regulatory requirements are optimal to the status quo of the company. In addition, the company has the option to change
into a segment at a later stage.
The issue price of the Nanogate share was EUR 32, the upper end of the price range of EUR 28 to EUR
32. The issue was considerably oversubscribed. Transaction volume including greenshoe was approx.
EUR 19.3 million, gross IPO proceeds for Nanogate AG were EUR 12.8 million. A total of 603,000
shares were placed, 400,000 of them interim certificates from a capital increase. The greenshoe contained 78,000 shares from existing holdings. The free float amounted to 31.73 %.
Financial power strengthened
The successful stock market flotation strengthened Nanogate’s market position and the company’s liquidity and financial standing were improved. Nanogate wants to use this financial standing to extend its
leading position as an enabler in worldwide competition for nanotechnology markets and technologies.
The company also wishes to strengthen its international presence by means of further joint ventures or
investments. Further business areas are to be developed and extended, including the tribology division, and technology platforms. An extension of production and research and development capacities is
anticipated.
Share rise for Nanogate AG in 2006
The first price for the Nanogate AG share was EUR 32.30, higher than the issue rate of EUR 32.00. On
24 October, 2006 the EUR 40 barrier was breached and the highest share price recorded at EUR 40.99. At
the year end, the share price was about EUR 34.00. The share price rose by the year end by approx. 5 %.
This positive development of the Nanogate share exceeded the Entry Standard Share Price Index and the
Entry All Share Price Index. These two indices were up only 0.4 % and 0.9 % on the same period of the
previous year. The Nanogate AG share could not compete with the other German indices DAX, MDAX,
SDAX and TecDax. In the period under review, the SDAX showed the largest growth with approx. 12 %.
The TecDax rose by about 11 %, the MDAX with over 9 %, and, finally, the DAX managed approx. 7 %.
Intensive Investor Relations work
Nanogate AG wishes to have a lively, ongoing dialogue with its shareholders. We therefore presented the
company at scores of one-on-one discussions with investors and analysts. At select events such as road
shows and investor conferences, for example at the Equity Forum held in Frankfurt in November 2006,
Board members and Investor Relations staff sought active interaction with capital market players. In
2007, we will extend our presence. After presentations at the Entry and General Standard Conference in
May and the NanoEquity Europa in June, we also expect to take part in the SCC Small Cap Conference
in August and the Deutsches Eigenkapitalforum (German Equity Forum) in November.
We are happy to let investors and potential investors examine the future plans of Nanogate AG. Upto-date company releases and financial reports are published in German and English on our website at
www.nanogate.de. On request, we also send information by e-mail or post. This extensive communications strategy provides much more than is required by the Entry Standard. Nanogate AG is sponsored by
two securities houses: the Landesbank Baden-Württemberg and the investment bank equinet AG.
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Share details
Stock market segment
SIN
ISIN
Stock market symbol
Share capital
Shares issued
Issue price
First share price on 18.10.2006
Closing share price on 29.12.2006
Performance
Start of stock market listing
Designated sponsors
Annual share price high/low
Result per share (adjusted)
Market capitalisation to 29.12.2006

Entry Standard
A0JKHC
DE000A0JKHC9
N7G
EUR 1,900,000
1,900,000
EUR 32.00
EUR 32.30
EUR 34.50
increase of 4.58 %
18.10.2006
LBBW, equinet AG
EUR 40.99/EUR 31.30
EUR 0.71
EUR 65.55 million

Shareholder structure
Free float 31.73 %

NanoTec Beteiligungen GmbH 10.00 %

Nanogate Technologies GmbH 58.26 %

(Position: 18.10.2006, after IPO and greenshoe)

Performance of Nanogate’s share
Index-linked to Entry Standard Share Index
120
115
110
105
100
95
90
Nanogate’s share

85

Entry Standard Index

.2006
29.12

.2006
20.12

.2006
13.12

.2006
06.12

.2006
29.11

.2006
22.11

.2006
15.11

.2006
08.11

.2006
01.11

.2006
25.10

18.10

.2006

80
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Review 2006: customers and joint ventures
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Nanogate – an innovative partner
Reliable engine components, improved household appliances, high-performance filter systems, functional glass applications or special coatings for leisure boats: Nanogate customers have brought diverse products to market over the past year. Based on various technology platforms, our solutions are becoming
established in industrial and consumer products. Nanogate has extended its sales expertise and market
presence more widely and entered into strategic joint ventures with Dow Corning, ESK Ceramics and
Authentix, confirming our direction as an enabler and doorway to nanotechnology for various industries. We secure our customers’ access to important innovations which provide them with decisive
competitive advantages and value added products.
Our expertise is well received and Nanogate products are already used on a daily basis:
Diesel engines: Exhaust gas systems become more reliable
Car manufacturers use our know-how in exhaust gas recirculation systems. This product system is
already being used in various car models with diesel engines. High-temperature-resistant surfaces
prevent deposits from forming on metals. Exhaust gas recirculation valves function flawlessly even
in critical operating situations. Our improved, second generation of materials is also being used in
mass production and new industrial partners such as Valeo confirm the reliability of NanogateTechnologie®.
Vehicle finishes: Better care and value maintenance
New vehicle care products were presented by our sales partners at the AUTOMECHANIKA trade
fair in Frankfurt, including a new dirt-resistant system for seating materials offering long-term
protection by nanotechnological enhancement. Another product launched on the market was a new
sealant offering protection for damaged paintwork and is particularly easy to use. The extensive product list covers applications for car glass, wheel rims, paintwork and interiors and further products
are to follow in 2007.
Newspapers: Print machinery runs longer
In the printing industry, our technologies minimise operating costs and machinery downtime.
The surface enhancement Nanochrom® covers web-lead rollers with anti-adhesive qualities. The
system has been introduced and established as a standard production application for offset printing
for newspapers. This practical experience is being used to apply our products to further technical
processes in the printing industry. Potential applications include gravure printing and sheet offset
printing.
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Kitchen: Household appliances offer more
Be it a catalytic air filter for minimisation of odours, scratch-resistant plastic surfaces or high-temperature-resistant oven components – the use of our different technology platforms give household
appliances more functionality. This means greater comfort of use and a longer useful life for the
consumer. Nanogate was able to broaden its expertise in this area over the last year.

Water supplies: Filters made more effective
Our surface enhancement of filter elements, mainly gained from effluent water treatment techniques, leads to greater operating security and less maintenance in daily operations of effluent treatment facilities. Project-based systems for different filter types have already been used successfully in
practice.

Bathroom: Fittings stay cleaner
Easier cleaning and greater comfort = Easy2Clean®: modern surfaces, particularly for glass and ceramic products, have been in use since 1999 and provide, for example, protection from calcification for
glass shower cabinets. Several new products are being launched onto the market, including permanent sealants for sand-blasted glass surfaces or chromophoric systems.

Sport and leisure: Sports equipment improved
Many products for use in sport have been developed and marketed with our partner company
HOLMENKOL Sport-Technologies GmbH & Co. KG. In 2006, new products included special ski
products and coatings for boats. Our expertise in sport and leisure is expanded continuously. A wide
range of products offers value retention for leisure products such as shoes or textile products.

Buildings: Protection from water and dirt
In the house and garden sector, Nanogate concentrates on dirt and water-repellent coatings for
facades, floorings and surfaces for a range of different materials. We extended our partnerships and
technological competencies considerably in 2006, which will lead us to be able to offer new products
in 2007.
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Report of the Supervisory Board
Ladies and Gentlemen,
esteemed Shareholders,
Nanogate AG has made significant progress towards future development during the past financial year.
2006 was an eventful year in which we made significant steps forward. After a successful stock market
launch on the Entry Standard, we were able to drive forward with normal activities. New applications,
products, solutions, and a range of new patents and joint ventures have also strengthened our market
position internationally. The relentless growth of Nanogate AG has continued in 2006. With an increase
in sales of over 64 % and a disproportionate increase in profit performance, we have reached important
milestones and exceeded our own expectations. We have thus taken advantage of the continuing positive
industry trend and developed very well, fortifying our position as enablers of nanotechnology in new
product markets.
The Supervisory Board has actively observed the company’s development in 2006 and constantly communicated with the Management Board. The Supervisory Board not only carried out its legal observation and control requirements, but sees its role as providing advice and ideas with the aim of being a
valuable source of inspiration to the company.
During its meetings in 2006, the Supervisory Board deeply exchanged views with the management. In
addition, the Management Board provided the Supervisory Board with timely and comprehensive oral
and written information about corporate planning and strategy, current business operations and the
position of the company, the risk situation and risk management. Information provided about projects,
including financing growth, new joint ventures, company structure and investment decisions was considerable. Reports were also presented detailing deviation of current business from company planning and
goals. These were examined in light of available information. Individual questions raised in discussions
in between meetings were also answered in writing by the Management Board.
The Management Board presented the Supervisory Board with extensive reports, particularly with
regard to financial controlling. On the basis of these reports, and further information requested by the
Supervisory Board in its meetings and in interim periods, the Supervisory Board was able to carry out
its controlling functions in a competent manner. The Chairman of the Supervisory Board maintained
constant contact with the Management Board outside of scheduled Supervisory Board meetings and
received valuable information about current business developments and essential activities. All operations requiring Supervisory Board approval were discussed in meetings of the Supervisory Board. No
committees were formed within the Supervisory Board.
CM Treuhandgesellschaft Regensburg mbH Wirtschaftsprüfungsgesellschaft Steuerberatungsgesellschaft of Regensburg were appointed as auditors for the financial statements and consolidated financial
statements for the financial year 2006. After appointment by the Supervisory Board, they audited the
annual financial statements, the consolidated financial statements and the consolidated management
report of Nanogate AG for the financial year 2006, including the accounting methods, and rendered an
unqualified auditor’s certification.
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Furthermore, the auditor examined the report with regard to relations with affiliated companies in
accordance with §§312 et seq. of the Companies Act (Stock Corporaton Law). The auditor issued the
following auditor’s certificate:
“Auditor’s certificate: After completion of our audit and evaluation in accordance with §313 AktG, we
confirm that
1. information in this report is correct,
2. with respect to the legal transactions cited therein, the company´s contribution was not inappropriately high,
3. the measures listed in the report do not warrant an assessment that differs significantly from that made by
the Managing Board.”
Regensburg, 25 January 2007
CM Treuhandgesellschaft Regensburg mbH
Wirtschaftsprüfungsgesellschaft (Auditors)
Steuerberatungsgesellschaft (Tax Consultants)
Mehltretter
Wirtschaftsprüfer”
Documentation for the financial statements and the auditor’s reports were provided to the members
of the Supervisory Board in a timely manner and were properly discussed within the full Supervisory
Board.
The auditors took part in the balance sheet meeting and reported extensively on the emphasis of the
audit and the main results of their audit. They were also available to provide further information to
members of the Supervisory Board. The Supervisory Board agreed with the auditor’s findings and raised
no objections. After consideration of the auditor’s report by the whole Supervisory Board, the Board
approved the annual financial statements and consolidated financial statements produced by the Management Board at the balance sheet meeting. The annual financial statements of Nanogate AG for the
financial year 2006 have thus been approved.
Furthermore, the Supervisory Board has no objections to the declaration given by the Management
Board with regard to the report on relations with affiliated companies at the end of the report, or to the
result of the audit by the auditors.
The Supervisory Board thanks all employees and the members of the Management Board for their extraordinary performance in 2006. Our thanks extend also to all shareholders who continue to demonstrate
trust in the company with their investment. The Supervisory Board will continue to work closely with
the Management Board to ensure that Nanogate remains the first choice for sustaining investors, customers, employees and business partners.
Saarbrücken, April 2007

Oliver Schumann
Chairman of the Supervisory Board
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Consolidated management report of Nanogate Aktiengesellschaft
Disclosures made in the consolidated management report of Nanogate AG and its subsidiaries, henceforth “Nanogate”, “the Group”, “the company” or “the Nanogate Group”, are drawn up to the balance
sheet date in accordance with the relevant regulations under the German Commercial Code (HGB). All
monetary values are given in thousand euros (EUR ‚000). The financial year ends on 31.12. Nanogate
AG shares are listed on the Entry Standard Index of the Frankfurt Stock Exchange.
Comparison with previous year
The Nanogate Group has been in existence since the financial year 2006, when an investment in Nanogate Advanced Materials GmbH, Saarbrücken was included in the Group. Comparative figures refer to
Nanogate AG and are always noted with “AG”.

1. GENERAL BUSINESS CONDITIONS
Business activities
The Nanogate Group is positioned as an enabler, which offers to its varied customer base opportunities
for using nanotechnology in various products. Operating from a 4,000 m² base, the company offers
professional, highly-competent product engineering for industrial products and integration in individual
applications. Using chemical nanotechnology, the Nanogate Group enables “programming” and integration of additional properties such as non-stick, anti-bacterial, anti-corrosive and ultra-low friction for its
customers’ products. Nanogate thereby regularly gains a competitive edge for its customers by product
enhancement. In order to promote efficiency and economy of scale, the company already covers a wide
range of industries, functions and substrates on the basis of technology platforms.
The company thus provides a decisive interface for the commercialisation of chemical nanotechnology,
bridges the gap between raw materials and their industrial implementation in products and as an enabler
concentrates on one of the most attractive segments in the industry, demonstrating that this business
model can be effectively implemented. Several applications have already been put into mass production
and are established on the markets.
European economies grow
As always, the Nanogate Group concentrated its commercial activities on Europe in 2006. Against
expectations, growth rates in Europe have increased and figures from the Federal Statistics Office show
that gross national product in the eurozone rose to 2.6 %. In the previous financial year this was 1.4 %
and predictions to the middle of 2006 were at only 1.6 %. Figures provided by the German Economic
Institute (If W) show an increase in GDP in Germany in 2006 of 2.6 %. The most important factor behind this growth was a strong increase in exports, but increasing domestic demand also played its part.
Nanogate was able to profit from these positive general economic developments and increasing openness
to innovations.
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Nanotechnology boom
Nanotechnology is a cross-sectional technology, meaning that it can be applied across a range of product
groups and applications. This means that it is difficult to give precise calculations of the potential market
for nanotechnology but only market estimates. The US National Science Foundation estimates worldwide market potential at up to a billion US dollars*. An analysis of the Association of German Engineers
(VDI) of the market for surface products found commercial applications for layers produced using
nanotechnology had already been applied in 2006 for the following product groups**:
•	Hard layers (estimated worldwide market potential approx. EUR 0.5 billion to EUR 1 billion)
•	Tribological layers (estimated worldwide market potential up to EUR 5 billion)
•	De-mist layers as portion of surface energy (estimated worldwide market potential up to EUR 250
million)
•	Anti-reflex layers on plastic surfaces (estimated worldwide market potential approx. EUR 100 million)
•	Tool coatings (estimated worldwide market potential for 2006 up to EUR 250 million)
•	Anti-corrosion layers (estimated worldwide market potential up to EUR 5 billion)
•	Electronics based on functional nanolayers (estimated worldwide market potential > EUR 5 billion)
The use of nanotechnology is in its infancy. It is expected that more industries will recognise the potential of this technology in coming years and will use it for their products. Nanogate is thus expecting dynamic market development and continually increasing demand for suitable systems and skilled partners.

2. BUSINESS RESULT
Value-based leadership
The Nanogate Group leadership uses value- and goal-oriented management systems, based on strategic
planning and permitting systematic and sustainable corporate development for future years. Concrete
qualitative and quantitative goals are the focus of each financial year with the most important indicators
being sales, EBITDA, EBIT, net profit, cash flow, investments, days sales outstanding and employee efficiency. Monthly, Group-wide reports compare actual results with targets and highlight differentials. A
qualitative analysis is also carried out on the development of new solutions, winning new customers and
customer certification, suppliers and external institutes and companies. Individual targets agreed with
the company allow individual performance to be synergised with company goals. Important qualitative
and quantitative goals remain unchanged from previous years.
Business result in summary
In the financial year 2006, the Nanogate Group had a normal operating result of EUR 1,088,000 (previous year, Nanogate AG: EUR 245,000), an increase of approx. 340 %. EBIT (earnings before interest,
extraordinary result, income taxes, third-party shares) increased by approx. 200 % to EUR 1,020,000
(previous year, AG: EUR 333,000). Due to a negative extraordinary operating result and the stock market flotation costs, which by HGB accounting rules are not allowed to be set off against IPO proceeds,
there is a Group net loss of EUR -295,000 (previous year, AG: EUR 245,000).

*) Overview of the National Nanotechnology Initiative, March 2005
**) VDI study: Innovations and technical analysis – nanotechnology as a growth market, November 2004
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3. BUSINESS DEVELOPMENT
Sales development
In 2006 Nanogate was able to build on existing customer relations. In the financial year, the Nanogate
Group was able to exceed its own business goals and attained sales of EUR 7,834,000 (previous year,
AG: EUR 4,763,000). The growth in sales of 64 % was due to increased demand for Nanogate products
and new customers. Also, several new product developments were put into mass production with customers in 2006.
Due to its focus on the domestic market, the majority of Nanogate sales in the past year were generated
in Germany. They rose by EUR 3,793,000 to EUR 6,729,000. Sales generated outside Germany also
saw a slight increase, but the international share amounts to only 13 % of total sales. Nanogate plans to
increase its international activities considerably in future years.
Earnings position
The Nanogate Group increased gross earnings significantly in the financial year by 91 % to EUR
6,089,000 (previous year, AG: EUR 3,168,000). Considerably higher sales and an increase in inventories of finished goods and work in progress contributed positively to this overall performance. The gross
margin (relation of gross earnings to overall performance) increased from 66 % in the previous year to
69 % in this financial year. This includes an increase in cost of materials to EUR 2,715,000, which rose
almost in proportion to sales.
Personnel expenses rose in the reporting period to EUR 2,449,000 (previous year, AG: EUR 1,307,000)
and is evidence of the stronger development of the Nanogate Group. The other operating expenses
increase of 52 % to EUR 2,096,000 (previous year, AG: EUR 1,376,000) was comparatively disproportionate. Important items include: offices and buildings EUR 436,000, legal and consultancy costs,
including audit and accountancy costs EUR 283,000, advertising and travel costs EUR 286,000, and
patent costs and licence fees EUR 199,000.
Investment in new property, plant and equipment, adjustment for Nanogate Advanced Materials GmbH
and the increase in equipment required for higher turnover led to a considerable increase in depreciation:
EUR 523,000 was depreciated in 2006, as opposed to EUR 190,000 in the previous year, AG. In 2006,
the depreciation share of property, plant and equipment amounted to 42 %, intangible assets 51 %.
Depreciation of goodwill amounted to EUR 232,000.
EBIT (earnings before interest, extraordinary result, income taxes and third-party shares) rose in 2006
by approx. 200 % to EUR 1,020,000 (previous year, AG: EUR 333,000) and amounts to an EBIT
return (EBIT in relation to Group sales) of 13 % (previous year, AG: 7 %). The financial result improved
considerably to EUR 67,000 (previous year, AG: EUR -88,000) due on the whole to interest earned on
flotation proceeds. In 2006 there was an extraordinary result in the amount EUR -1,382,000 (previous
year, AG: EUR 0), mainly due to the costs arising from the stock market flotation, including fees and
commissions for investment banks and costs of other service providers such as lawyers or accountants.
The result after this extraordinary item and before income taxes was EUR -295,000 (previous year, AG:
EUR 245,000).
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Financial position
The excellent earnings position of the Nanogate Group and proceeds raised by the IPO improved the
financial position of the Nanogate Group considerably. Liquid assets rose by 31 December 2006 to EUR
12,858,000. In addition to the liquidity inflow from the stock market flotation, the considerable positive
operative cash flow from ordinary activities of EUR 1,175,000 contributed to the financial position. The
Nanogate Group improved its cash flow management and working capital by about EUR 480,000. Days
sales outstanding (DSO) was reduced in comparison to the previous year from 33 to 19 days.
The cash flow from investment activity was approx. EUR -780,000, mainly due to investments in property, plant and equipment and financial assets. Investments in property, plant and equipment amounted to EUR 531,000. The investment in financial assets refers to the increase in investment in HOLMENKOL Sport-Technologies GmbH & Co. KG. The cash flow from financial activities, supported by
the proceeds from the IPO, amounted to EUR 11,230,000.
Assets position
The balance sheet total of the Nanogate Group amounted to EUR 19,315,000 and clearly rose by
comparison with the previous year of Nanogate AG (previous year, AG: EUR 3,150,000). Fixed assets
rose by 272 % to EUR 5,020,000 (previous year, AG: EUR 1,351,000), mainly due to the first consolidation effect and to investments due to increased operations. Current assets rose by 31.12.2006 to EUR
14,228,000 (previous year, AG: EUR 1,787,000), and liquid assets from the flotation raised the cash
balance by EUR 11,882,000. At the balance sheet date, inventories amounted to EUR 712,000 (previous year, AG: EUR 253,000), whereas accounts receivable and other assets rose only marginally to EUR
657,000 (previous year, AG: EUR 558,000).
Due to the stock market flotation, company equity increased tenfold in the reporting year to EUR
17,450,000 (previous year, AG: EUR 1,518,000). Provisions are shown in the balance sheet at EUR
565,000 (previous year, AG: EUR 304,000). The largest items are provisions for personnel expenses at
EUR 288,000, for outstanding invoices at EUR 68,000 and provisions for guarantees, warranties and
waste disposal in the amount of EUR 43,000. The borrowings structure of Nanogate improved considerably in the financial year and liabilities were reduced by approx. 16 % to EUR 1,113,000 (previous year,
AG: EUR 1,328,000).
The financial structure of the Nanogate Group improved significantly in the financial year 2006 due to
the flow of funds from the stock market flotation. The Group equity ratio improved from 48 % to 90 %
and reflects the greater financial strength of the company.
Other financial performance indicators
Limitation of financial risk whilst taking advantage of available commercial opportunities for growth is
a central function of management, and constant optimisation of corporate financing plays an important
role in this. The company operates an effective range of management tools based on continuous income
and financial planning, which enable monthly controlling. This creates a high degree of transparency
in the company’s financial and liquidity position, whereby sufficient liquidity reserves are available for
implementation of the company’s goals. Operative business successes and the capital increase have considerably improved the company’s credit standing in the financial year and provide the company with
some financial scope.
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Investments
The Nanogate Group invested EUR 790,000 (previous year, AG: EUR 174,000) in the financial year,
mainly in acquiring new property, plant and equipment in the amount of EUR 531,000 (previous year,
AG: EUR 174,000). This refers mainly to technical equipment, plant and machinery as well as fixtures
and fittings and equipment necessary for fulfilling customer orders. The investment in HOLMENKOL
GmbH & Co. KG was also increased.
Other non-financial performance indicators
The Nanogate Group employed 44 employees at the balance sheet date (previous year, AG: 33 employees) and there were two trainees (previous year: 2).
Nanogate AG supports its employees’ performance and provides incentives in the form of variable
salaries. Encourage and challenge are two important concepts at Nanogate. Achievement of targets is
measured against individual targets and company-wide targets such as Nanogate’s operating result, the
successful development of new products or expansion into new applications areas. There are opportunities for further development and training on both technical and social levels.
Financial instruments
The Nanogate Group had neither used nor held derivative financial instruments in the financial year
2006, nor had it used or held below-the-line financial instruments such as the sale of receivables, assetbacked securities transactions or sale and leaseback transactions.
Research and development
Nanogate made further efforts in the financial year in the field of research and development. The company is only minimally involved in fundamental research. It concentrates on the concrete development of
technology platforms, and industry-specific applications and products. In the financial year 2006, development was carried out on the new “tribology” platform, new applications in mechanical engineering,
automotive and sport, and new products put into mass production in conjunction with our customers.
Nanogate plans to invest considerable funds in this area and extend its development activities in future
years.
Supplementary report
In March 2007, Nanogate extended its activities into safety engineering. In addition to an existing
business relationship with Giesecke & Devrient, the company also secured a long-term joint venture
contract. Both companies aim to develop new technologies in coming years for concrete use in products.
New projects are already being planned, as far as possible, for 2007.

4. REPORT OF THE MANAGEMENT BOARD ON RELATIONS WITH affiliated companies
The Management Board of Nanogate has issued the following declaration for the financial year 2006:
“We declare that to the best of our knowledge all legal transactions with affiliated companies as defined
by §312 Companies Act (AktG) were carried out for appropriate compensation according to conditions
known at the time such legal transactions were undertaken. In the reporting year, neither legal transactions nor measures were undertaken by or in the interests of nanogate technologies GmbH, Saarbrücken,
or other affiliated companies.”
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5. RISK REPORT
Value increase as an important corporate goal
The Nanogate Group aims for a systematic and continual increase in the value of the companies. Risk
must be commensurate, comprehensible and controlled where it concerns the development and implementation of Group-wide core competencies, in order to extract an appropriate value increase from
associated opportunities. The aggregate risk spread may not exceed Nanogate’s existing risk coverage. No
speculative business is undertaken. The handling of risks is an essential part of the value-based management concept of the Nanogate Group and the company controls and identifies risks for all important
business operations and processes.
Risks in ordinary business operations of Nanogate
General economic risks: Demand for nanotechnology products and services in Germany is dependent
on general economic conditions. The company’s willingness to invest might be affected by the decrease
in domestic demand caused by the increase in value-added tax. In light of this, it cannot be discounted
that demand for nanotechnology products may recede and investment in new projects might have to be
cancelled or delayed.
Market risks: The attractive nanotechnology growth market is attracting competition in various core
competencies from particle production, special chemical companies and end-product producers. It may
be possible that the Nanogate Group will not be able to convince customers of the value and benefits of
its solutions and that this will have a negative effect on sales and income.
Reliance risks: At present, the company makes about two-thirds of its profits from just five customers.
The customer structure of the company is not sufficiently diverse to guarantee stability independent of
specific customer, price or industry developments. The company’s strong growth should increase diversification of customers and regions.
Joint venture risks: A considerable part of Nanogate sales are generated from its existing customer base
and from joint ventures. If core customers or joint venture partners decide not to extend their contracts,
to reduce their contract terms or volumes, the Group result could suffer considerable losses.
Product risks: Nanogate has met the strict requirements of ISO DIN 14001:2004 (environmental
management) since January 2007. Since 2000, the company has been one of the first nanotechnology
companies worldwide to be certified in quality management according to ISO DIN 9001. At the same
time, it cannot be discounted that unknown mistakes or defects may become apparent, which will result
in costs and damage to the corporate image. Claims for damages from customers cannot be excluded
entirely.
Financial risks: Receivables can include risks for collecting receivables in individual regions or subsidiaries. Nanogate avoids this risk by implementing a strict Group-wide payment-management programme.
Employee risks: Employees with high social and technical skills and qualifications are crucial to
Nanogate’s success. Nanogate seeks to maintain its reputation as an attractive employer in order to
strengthen these factors. With a programme to recognise technical and management potential, Nanogate seeks to secure a long-term commitment of management and qualified employees.
Summary: In the opinion of the Nanogate Management Board, existing identified risks present no danger to the stability of the Group, either individually or in total. The market and financial risks listed are
limited and clear. There are no obvious risks which threaten the stability of the Group.
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6. BRANCH OFFICE REPORT
Nanogate AG is based in Saarbrücken, where all its important functions are located. There is a branch in
Spiesen but no other branches or locations exist. At the balance sheet date, Nanogate AG held a 55 % share
in Nanogate Advanced Materials GmbH, Saarbrücken, and a 30 % share in HOLMENKOL SportTechnologies GmbH & Co. KG, Ditzingen.

7. FORECAST
In Nanogate’s main market, Germany, all economic indicators suggest that growth will continue in
2007. The German Economic Institute (If W) foresees long-term growth in Germany and raised the prediction for GNP in 2007 to 2.1 %. In 2008, they expect growth of 1.8 %. Important factors for growth
in 2006 were domestic consumer demand, and domestic orders and investments. This indicates that the
company can count on continued growth.
Nanogate expects that this friendly economic environment and a dynamic market will lead to an increase in
demand for nanotechnology products. The strategy programme NEXT was created to take the company
forward to its next stage of development. It includes a strong orientation towards international segments:
starting in April 2007, Nanogate will concentrate more on the growth areas buildings/interiors, automotive/mechanical engineering and sport/leisure. In the course of the year, the “functional textiles”
segment is expected to come into operation to extend the customer base with existing applications and to
market new technologies of the next generation. Substantial investment will be made in research and
development and sales. NEXT seeks to improve internal processes such as customer relationship
management and to introduce international accounting standards IFRS. Management will also be
extended. The goal for the financial year 2007 is to proceed profitable growth.
Saarbrücken, 2 March 2007

Ralf Zastrau (CEO)
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Consolidated profit and loss account of the Nanogate AG
for the period from 1 January to 31 December 2006
2006
EUR
1. Sales
2. Increase in finished goods
and work in progress
3. Other operating income
4. Cost of materials
a) Cost of raw materials
and supplies
b) Cost of purchased services
5. Personnel expenses
a) Wages and salaries
b) Social security, pensions and
other benefit costs
thereof for pensions EUR 13,156.06
6. Depreciation and amortisation costs and other
write-offs on intangible assets, plant and equipment
fand expenses for setting up the business
7. Other operating expenses
8. Other interest and similar income
9. Interest and similar expenses
thereof from affiliated companies EUR 15,960.00
10. Results from ordinary activities
11. Extraordinary income
12. Extraordinary expenses
13. Extraordinary result
14. Other taxes
15. Consolidated net loss for the year
16. Prorated earnings third-party shareholders
17. Consolidated earnings after prorating third-party shareholders
18. Consolidated net accumulated losses

EUR
7,833,797.08
423,345.45
546,971.25

-962,217.29
-1,752,836.20

-2,715,053.49

-2,073,507.47
-375,522.78
-2,449,030.25

-522,688.76
-2,096,173.69
93,939.02
-27,060.71
1,088,045.90
124,563.20
-1,506,226.44
-1,381,663.24
-976.82
-294,594.16
-41,922.52
-336,516.68
-336,516.68
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Consolidated balance sheet of the Nanogate AG
as of 31 December 2006

Assets

31.12.2006
EUR

A. Expenses for setting up
the business
B. Fixed assets
I. Intangible assets
1. Software
2. Licences, trademarks and patents
3. Goodwill
II. Tangible assets
1. Technical equipment and machinery
2. Other equipment, factory
and office equipment
3. Payments on account
III. Financial assets
Participations
C. Current assets
I. Inventories
1. Raw materials and supplies
2. Work in progress
3. Finished goods and merchandise
II. Receivable and other assets
1. Trade receivables
2. Receivables from affiliated enterprises
3. Receivables from enterprises in which
participations are held
4. Other assets
III. Cash in hand, cash in banks
and cheques

D. Prepaid expenses

EUR
36,529.00

34,729.69
44,319.33
2,973,777.33

3,052,826.35

211,573.44
716,909.64
6,763.30

935,246.38
1,032,182.84
5,020,255.57

149,830.19
18,008.39
544,598.57

712,437.15

302,912.70
2,554.08
211,887.79
139,997.88

657,352.45
12,857,723.09
14,227,512.69
31,102.50
19,315,399.76
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Equity and liabilities

31.12.2006
EUR

A. Equity
I. Subscribed capital
- conditional capital of EUR 150,000.00 II. Capital reserves
III. Consolidated net accumulated losses
IV. Adjustment for minority interests

1,900,000.00
14,767,697.99
-336,516.68
1,118,660.78
17,449,842.09

B. Provisions
Other provisions
C. Liabilities
1. Liabilities to banks
2. Payments received on account of orders
3. Trade payables
4. Payable to
affiliated enterprises
5. Other liabilities
D. Deferred income

EUR

564,750.00

118,689.78
355,920.45
572,907.75
930.53
64,220.16

1,112,668.67
188,139.00

19.315.399,76
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Consolidated cash flow statement of the Nanogate AG
2006
31.12.2006
EUR ‚000
Net profit/loss 1) (before extraordinary items)
Depreciation of fixed assets and
reserves set aside for setting up the business
Increase in provisions
Gain on asset retirement
Decrease in inventories, and trade receivables
and other assets not shown under financial or
investment assets
Decrease in trade payables and
other liabilities not shown under investment or
financial liabilities

1,087

Cash flow from operating activities

1,175

-369

-115

Revenue on assets retirement
Payments for investments in tangible fixed assets
Payments for investments in intangible assets
Payments for investment in financial assets

10
-531
-38
-221

Cash flow from investment activities

-780

Proceeds from capital increase (less transaction costs) 3)
Payments for repayment of loans

11,348
-118

Cash flow from financial activities

11,230

Changes in cash and cash equivalents
Cash and cash equivalents at beginning of the period

11,625
1,233

Cash and cash equivalents at end of the period 2)

12,858

1) Thereof interest paid: EUR 27,000.
2)	Financial funds consist of EUR 1,000 cash in banks,
EUR 11,780,000 in fixed deposits, and EUR 1,077,000 in current account balances.
3) Transaction costs: EUR 1,452,000.
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Consolidated statement of changes in equity of the Nanogate AG
2006

Position on 1 January 2006

Subscribed
capital

Capital
reserves

ca. EUR
25,000

ca. EUR
1,467,698

Adjustment
for
minority
interests
ca. EUR
1,076,738

Other changes
Balance sheet Other neutral
profit/loss
transactions
ca. EUR
-

Equity

ca. EUR
25,000

ca. EUR
2,594,436

-25,000

0

Initial capital payments made for
completion of agreed capital increase
(entered on 6.1.2006)

25,000

Capital increase from corporate funds
(entered on 22.6.2006)

1,450,000

1,450,000

Transfers from capital reserves

-1,450,000

-1,450,000

Payments into equity in accordance with
§272(1)(4) German Commercial Code (HGB)

2,350,000

2,350,000

Capital increase by issuance of new shares
(entered on 17.10.2006)

400,000

Premium (Agio) in accordance with §272(2)(1) HGB

400,000
12,400,000

12,400,000

Consolidated net loss for the period from
1 January-31 December 2006
Adjustment for minority
interests
Position on 31 December 2006

1,900,000

14,767,698

-294,594

-294,594

41,923

-41,923

0

1,118,661

-336,517

0

17,449,842
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Consolidated statement of assets of the Nanogate AG
(Attachment to Appendix)
Purchase and Production costs

A. Expenses for setting up
the business
B. Fixed assets
I. Intangible assets
1. Software
2. Licences
3. Goodwill
4. Advance payments
II. Tangible assets
1. Technical equipment and machinery
2. Other equipment, factory and
office equipment
3. Payments on account
III. Financial assets
Participations
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Position
1.1.2006

Additions

Transfers

Disposals

Position
31.12.2006

EUR

EUR

EUR

EUR

EUR

146,116.33

-

-

-

146,116.33

12,134.24
90,629.52
4,812,451.00
10,330.00
4,925,544.76

28,316.86
10,007.00
38,323.86

10,330.00
-10,330.00
-

504,196.00

24,356.01

-

190,439.18

338,112.83

739,056.74
1,243,252.74

499,989.22
6,763.30
531,108.53

-

235,322.99
425,762.17

1,003,722.97
6,763.30
1,348,599.10

811,029.61
6,979,827.11
7,125,943.44

221,153.23
790,585.62
790,585.62

-

425,762.17
425,762.17

1,032,182.84
7,344,650.56
7,490,766.89

50,781.10
100,636.52
- 4,812,451.00
- 4,963,868.62

Consolidated statement of assets

Depreciation or amortisation

Book value

Position
1.1.2006

Depreciation in
financial year

Disposals

Position
31.12.2006

31.12.2006

EUR

EUR

EUR

EUR

EUR

73,058.33

36,529.00

-

109,587.33

36,529.00

4,754.55
33,149.52
1,606,451.00
1,644,355.07

11,296.86
23,167.67
232,222.67
266,687.20

-

16,051.41
56,317.19
1,838,673.67
1,911,042.27

34,729.69
44,319.33
2,973,777.33
3,052,826.35

119,001.40

41,448.54

33,910.55

126,539.39

211,573.44

191,896.29
310,897.69

178,024.02
219,472.56

83,106.98
117,017.53

286,813.33
413,352.72

716,909.64
6,763.30
935,246.38

1,955,252.76
2,028,311.09

486,159.76
522,688.76

117,017.53
117,017.53

2,324,394.99
2,433,982.32

1,032,182.84
5,020,255.57
5,056,784.57
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Notes to the consolidated financial statements
for the period from 1 January to 31 December 2006
Preliminary statement
By resolution of the shareholders’ meeting (reorganisation resolution) of 23 December 2005 and in
accordance with §190 et seq., §226 et seq., and §238 et seq. of the Reorganisation Act (UmwG), it was
decided to reorganise the parent company (previously Nanogate Coating Systems GmbH) into a public
company. The shareholders’ meeting also adopted the public company’s future articles of association.
Shares in Nanogate AG, Saarbrücken, were offered for the first time on 18 October, 2006 in the open
market and in the Entry Standard listing.
General
The consolidated financial statements for the period from 1 January to 31 December, 2006 were drawn
up in accordance with German trading regulations under §§290 et seq. of the German Commercial
Code (HGB), the requirements of the German Companies Act (AktG) and the company’s own articles
of association. Account was taken of German accounting standards (DRS) to be used in drawing up
consolidated financial statements in accordance with §342 of HGB.
The consolidated profit and loss account was drawn up using the cost summary method.
Group companies included in the consolidated financial statements
Nanogate Advanced Materials GmbH, Saarbrücken, as subsidiary, is included in addition to the parent
company in the consolidated financial statements to 31 December, 2006 of Nanogate AG, Saarbrücken.
Nanogate AG, Saarbrücken, with 55.5 % of the voting shares, has a majority holding in the company.
Nanogate Advanced Materials GmbH, Saarbrücken, was included for the first time in the consolidated
financial statements on 31 December, 2006. The date on which the subsidiary was first consolidated,
was 1 January, 2006. The capital setting-off resulted in an accrued differential in the amount of EUR
1,007,000, which was divided between EUR 151,000 to hidden reserves in property, plant and equipment and EUR 856,000 to hidden reserves in intangible assets.
Due to their lack of relevance with regard to the assets, financial and earnings position of the Group,
and in accordance with §296(2) HGB, HOLMENKOL Sport-Technologies GmbH & Co. KG, Ditzingen, and HOLMENKOL Sport-Technologies Verwaltungs GmbH, Ditzingen, were not included in
the consolidated financial statements.
In accordance with §285(11) HGB, shareholdings are as follows:
Share
in capital
EUR
%
HOLMENKOL Sport-Technologies
GmbH & Co. KG, Ditzingen*)
HOLMENKOL Sport-Technologies
Verwaltungs GmbH, Ditzingen*)
Nanogate Advanced Materials GmbH,
Saarbrücken**)

Annual

EUR

EUR

898,020.00

30.00

2,284,445.31

-121,480.30

7,500.00

30.00

25,878.75

448.60

400,000.00

55.50

2,513,844.44

94,207.91

*) Equity and annual earnings refer to the financial year 30 April, 2006.
**) Equity and annual earnings refer to the financial year 31 December, 2006.
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Consolidation principles
The balance sheet closing date for all companies included in the consolidated financial statements is
31 December, 2006.
Capital consolidation of companies included in the consolidated financial statements is made in accordance with the book value method (§301(1)(2)(1) HGB). The estimation of book value of investment
as a share of equity is calculated at the date of first inclusion in the consolidated financial statements or
at the date on which the investment is made.
Claims and liabilities, sales, expenses and income from business transactions between consolidated
companies are included in the consolidated financial statements.
Setting-off of interim earnings is not made in accordance with §304(2) HGB since they are of no relevance for the assets, financial and earnings position of the Group.
Accounting and valuation methods
Uniform accounting and valuation methods in accordance with the regulations of HGB were used for
all companies included in the consolidated financial statements.
The expenses for setting up the business were first included in the accounts in 2004. These were written
off in the financial year 2004 and will be included in the following three financial years in the amount
of a quarter per financial period.
Acquired intangible assets are valued at purchase cost, less scheduled linear depreciation. A normal
operating life of three to five years is established. Purchased licences are depreciated on the basis of their
remaining term.
Goodwill is depreciated over a period of 15 years, in accordance with tax regulations.
Valuation of tangible assets is made at purchase or production cost less scheduled linear depreciation in
accordance with the rates permitted by tax regulations. Low-value assets with an individual purchase
price of less than EUR 410.00 are fully depreciated in the year of purchase and disclosed as an outflow.
Financial assets were stated at contribution value or at purchase cost.
Inventories of raw materials and supplies are shown at average cost of sales or at the lower actual prices at
the balance sheet date. Finished goods and work in progress are valued on the basis of individual calculations of production costs or the lower actual value at the balance sheet date. Goods are shown at cost of
sales or at their lower actual value at the balance sheet date.
Accounts receivable and other assets are shown at face value. Accounts receivable in foreign currencies
are shown at the exchange rate at the time of original accounting, and at the balance sheet date at the
lower exchange rate if this is applicable. Trade accounts receivable show all known risks discounted.
Expected bad debt losses are covered by individual and lump sum provisions. The lump sum discount
amounts to 1 %.
Cash in banks in foreign currencies is shown at the exchange rate at the time of accounting or at the
lower exchange rate at the balance sheet date.
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Other provisions show all known risks and uncertain liabilities; they are set aside at the amount anticipated by reasonable commercial assessment of the risk.
Liabilities are shown at redemption amounts.
Notes to the consolidated balance sheet
Fixed assets
The statement of individual items under fixed assets is shown in the attachments to these notes.
Goodwill under fixed assets refers to goodwill from capital consolidation in the amount of EUR
799,000 and goodwill resulting from the consolidation of Nanogate Advanced Materials GmbH, Saarbrücken, in the amount of EUR 2,175,000.
The shares in affiliated companies refer to a 30 % share in HOLMENKOL Sport-Technologies GmbH
& Co. KG, Ditzingen, and a 30 % share in HOLMENKOL Sport-Technologies Verwaltungs GmbH,
Ditzingen.
Accounts receivable and other assets
Accounts receivable and other assets have a remaining term of up to one year.
Deferred tax assets
No deferred tax assets were set aside due to their lack of relevance with regard to the assets, financial and
earnings position.
Equity
Subscribed capital
Subscribed capital was increased by EUR 25,000 to EUR 50,000 by resolution of the share-holders’
meeting on 30 November, 2005. The initial capital was paid in full in the financial year 2005, entry in
the Commercial Register was made on 6 January, 2006. As the entry in the Commercial Register was
not made until after the balance sheet date for the financial year 2005, payment of the initial capital was
shown as a special item in the equity side of the accounts as “Initial capital payments made for completion of agreed capital increase”.
By resolution of the shareholders’ meeting of 16 June, 2006 and in accordance with §§207 et seq. AktG,
corporate funds were used to increase the authorised capital of the company from EUR 50,000 to EUR
1,500,000. The increase was made by converting the amount of EUR 1,450,000 which had been shown
under the balance sheet to 31 December, 2005 as a capital reserve. The increase in capital was made
by issuing 1,450,000 new, no-par-value bearer shares. The new shares were issued pro rata to existing
shareholders; for each old share, 29 new shares were issued. They are liable to attract dividends from the
profit from the financial year 2006.
The shareholders’ meeting resolved on 16 June, 2006 to increase the capital by up to EUR 400,000 for
cash contributions. This was implemented by issuing 400,000 new, no-par-value bearer shares with a
proportional share of EUR 1.00 each. Entry in the Commercial Register was made on 17 October, 2006.
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Conditional capital
By resolution of the shareholders’ meeting of 26/28 June, 2006 and in accordance with §192(2)(3)
AktG, conditional capital of up to EUR 150,000 was decided. This capital increase could be made by
issuing up to 150,000 new, no-par-value bearer shares. The conditional capital increase is designed to
cover share subscription rights of members of the company’s management, company employees and
employees of affiliated companies granted in accordance with resolution of the shareholders’ meeting
of 26/28 June, 2006 and which may be issued until 25 June, 2011. The conditional capital increase will
only be made in so far is necessary to meet the requirements of options being taken up under the share
subscription rights. The new shares can participate in dividends, although no resolution of the shareholders’ meeting had decided on allocation of dividends at the time of issuance.
Authorised capital
With the agreement of the Supervisory Board, the Management Board is authorised by the shareholders’
meeting of 16 June, 2006 to increase the company’s share capital in one or more stages by 15 June, 2011
up to a total of EUR 750,000 by issuing up to 750,000 new bearer shares with a proportional share of
EUR 1.00 for contributions in cash or in kind. Furthermore, with the agreement of the Supervisory
Board, the Management Board is permitted to exclude the share subscription rights of shareholders.
However, exclusion of shareholder subscription rights is permitted only under the following circumstances:
•	if shares are issued to buy companies, shareholdings in companies or parts of companies,
• for residual amounts,
•	if the shares are issued at a price which does not significantly undercut the share list price and the exclusion of share subscription rights applies only to new shares whose accounting par value is less than
10 % of share capital, i.e. EUR 150,000; exclusion of subscription rights and the question of the 10 %
limit must take account of other authorisations under §186(3)(4) AktG.
Further details about issuing shares and the terms of share issuance are decided by the Management
Board with the approval of the Supervisory Board.
Capital reserves
The capital reserves shown refer to a capital reserve in accordance with §272(2)(1) HGB in the amount
of EUR 12,400,000 and a capital reserve in accordance with §272(2)(4) HGB in the amount of EUR
2,368,000.
In order to raise the company’s capital from own funds, a resolution of the shareholders’ meeting of
16 June 2006 authorised a reduction of capital reserves in the amount of EUR 1,450,000.
As a result of the capital increase decided on 16 June, 2006, the premium from the issuance of 400,000
new, no-par-value bearer shares with a proportional share of EUR 1.00 each in the amount of EUR
12,400,000 was included under capital reserves in accordance with §272(2)(1) HGB.
By resolution of the shareholders’ meeting of nanogate technologies GmbH, Saarbrücken, the shares in
Nanogate Advanced Materials GmbH, Saarbrücken, were incorporated into Nanogate AG, Saarbrücken. The incorporation in the amount of EUR 2,350,000 was made as other payments into equity in
accordance with §272(2)(4) HGB. The transfer of shares was made with contractual and commercial
effect from 1 January, 2006.
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Adjustment for minority interests
The company shows an adjustment for shares of other shareholders in the amount of EUR 1,119,000 to
December 31, 2006. This results from allocations arising from first consolidation in the amount of EUR
1,077,000 and from pro rata earnings for the financial year in the amount of EUR +42,000.
Provisions
Other provisions are as follows:
31.12.2006
EUR ‚000
Provisions
for personnel expenses
for outstanding invoices
for warranties, guarantees, waste disposal
Other

288
68
43
166
565

Liabilities
The remaining terms of liabilities are as follows:

Liabilities to banks
Payments received on account of orders
Trade payables
Payable to affiliated enterprises
Other liabilities
thereof for taxes
thereof for social security

Remaining term of
up to one year
31.12.2006
EUR ‚000
119
356
573
1
64
(40)
(23)
1,113

Remaining term of
more than 5 years
31.12.2006
EUR ‚000
–
–
–
–
–
(–)
(–)
–

The liabilities shown due to affiliated companies are simultaneously liabilities to other shareholders.
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Notes to the consolidated profit and loss account
Sales
Sales are summarised according to region:
2006
EUR ‚000
Gross sales
Domestic
European Union
Other countries
Less
Sales deductions

6,835
909
196
7,940
-106
7,834

Other operating income
Income in other accounting periods:
2006
EUR ‚000
Subsidies
Reversal of provisions
Other

125
90
10
225

Other operating expenses
Expenses in other accounting periods:
2006
EUR ‚000
Legal and consultancy costs
Other

16
19
35

Extraordinary income
Extraordinary income in the amount of EUR 125,000 refers to income from the sale of disused fixed
and current assets to a third party.
Extraordinary expenses
Extraordinary expenses in the amount of EUR 1,506,000 refer mainly to expenses of EUR 1,452,000
for stock market flotation costs.
Additional information
Contingent liabilities in accordance with §285(1) and §251 HGB and financial obligations under
§285(3) HGB
On 31 December, 2006 there were no considerable liability claims outstanding in the sense of §251 and
§268(7) HGB. Furthermore, there were no considerable financial liabilities in the sense of §285(3) HGB
which had a remaining term of more than one year.
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Employees (annual average)
2006
Anzahl
Blue collar workers
Employees

25
14
39
2
41

Trainees
Total

The two members of the Management Board are not included in the annual average number of employees.
Management Board
Ralf M. Zastrau, St. Ingbert, Dipl.-Kaufmann (graduate in business administration), Dipl.-Wirtschaftsinformatiker (graduate in computer science & business administration), MBA; full-time Chairman of the Management Board of Nanogate AG, Saarbrücken, and Managing Director of Nanogate
Advanced Materials GmbH, Saarbrücken.
Michael Jung, Saarbrücken, Dipl.-Ingenieur (graduate in engineering); full-time member of the Management Board of Nanogate AG, Saarbrücken.
Supervisory Board
Oliver Schumann, Bad Soden, Chairman of the Supervisory Board, full-time chief financial officer of
LipoNova AG,
Dr. Farsin Yadegardjam, Roßdorf, Deputy Chairman of the Supervisory Board, full-time member of the
Management Board of equinet Venture Partners AG,
Hartmut Gottschild, Eltville/Rhein, Business Consultant.
Group affiliation
Nanogate AG, Saarbrücken, is a subsidiary of nanogate technologies GmbH, Saarbrücken, in the sense
of §290 HGB. At the same time, Nanogate AG, Saarbrücken, is the parent company in the sense of
§290 HGB, as it produces consolidated financial statements for the smallest group of companies on a
voluntary basis. The consolidated financial statements are published in Saarbrücken.
Saarbrücken, 2 March 2007
Nanogate AG
The Management Board

Ralf M. Zastrau		
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Independent Auditor’s Report
To Nanogate AG
We have audited the consolidated financial statements prepared by Nanogate AG, Saarbrücken, comprising the balance sheet, the income statement, statement of changes in equity, cash flow statement
and the notes to the consolidated financial statements, together with the group management report for
the business year from 1 January to 31 December, 2006. The preparation of the consolidated financial
statements and the group management report in accordance with German commercial law are responsibility of the Company´s management. Our responsibility ist 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 § 317 HGB and
German generally accepted standards for the audit of financial statements promulgated by the Institut
der Wirtschaftsprüfer (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 German principles of proper accounting and in the group management report are detected with reasonable assurance. Knowledge of the
business activities and the economic and legal environment of the Group and expectations as to possible
misstatements are taken into account in the determination of 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 examined primarily on a test basis within
the framework of the audit. The audit includes assessing the annual financial statements of the companies included in the consolidated financial statements, the inclusion of companies in consolidation, the
accounting and consolidation principles applied and the significant estimates made by management 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.
In our opinion, based on the findings of our audit, the consolidated financial statements comply with the
legal requirements and give a true and fair view of the net assets, financial position and results of operations of the Group in accordance with German principles of proper accounting. The group management
report is consistent with the consolidated financial statements and as a whole provides a suitable view of
the Group’s position and suitably presents the opportunities and risks of future development.
Regensburg, 30 March 2007
CM Treuhandgesellschaft Regensburg mbH
Wirtschaftsprüfungsgesellschaft
Steuerberatungsgesellschaft
Mehltretter
Wirtschaftsprüfer
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Profit and loss account of the Nanogate AG
for the period from 1 January to 31 December 2006
2006
EUR
1. Gross results
2. Personnel expenses
a) Wages and salaries
b) Social security costs
thereof for pensions
EUR 13.156,06 (previous year: EUR 19.000)
3. Depreciation and amortisation costs and other
write-offs on intangible assets, plant and equipment
4. Other operating expenses
5. Other interest and similar income
6. Interest and similar expenses
thereof from affiliated companies
EUR 15.960,00 (previous year: EUR 79.000)
7. Profit from ordinary operations
8. Extraordinary expenses
9. Extraordinary result
10. Other taxes
11. Net loss for the year (previous year: net profit)

40

EUR
4,784,808.51

-1,520,890.46
-281,711.31

2005
EUR ,000 EUR ,000
3,168
-1,074
-233

-1,802,601.77

-1,307

-190,353.36
-1,621,361.86
92,438.36
-24,417.37

-152
-1,376
5
-93

1,238,512.51

245

-1,451,532.62

-1,451,532.62
-976.82
-213,996.93
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Balance sheet of the Nanogate AG
as of 31 December 2006

Assets
A. Fixed assets
I.
Intangible assets
II.
Tangible assets
III. Financial assets
B. Current assets
I.
Inventories
II.
Accounts receivable and other assets
III. Cash in hand, cash in banks
and cheques

C. Prepaid expenses

Equity and liabilities
A. Equity
I.
Subscribed capital
- conditional capital of EUR 150,000.00 II.
Payments made for implementation of
agreed capital increase
- entered on 6 January 2006 III. Capital reserves
IV. Net loss for the year

B. Provisions
Other provisions
C. Liabilities

31.12.2006
EUR

31.12.2005
EUR ‚000

78,837.02
615,746.12
3,382,182.84
4,076,765.98

75
465
811
1,351

709,437.15
418,139.10

253
558

12,764,500.74
13,892,076.99

976
1,787

21,771.75

12

17,990,614.72

3,150

31.12.2006
EUR

31.12.2005
EUR ‚000

1,900,000.00

25

14,767,697.99
-213,996.93

25
1,468
-

16,453,701.06

1,518

410,300.00

304

1,126,613.66

1,328

17,990,614.72

3,150
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Contact:
Nanogate AG
Gewerbepark Eschbergerweg
D-66121 Saarbrücken
Telefon: +49(0)681-980 52-0
Fax:
+49(0)681-980 52-52
www.nanogate.com
Contact for Investor Relations
equinet Communications AG
Christian Dose
Telefon: +49(0)69-58 997 313
Fax:
+49(0)69-58 997 349
communications@equinet-ag.de
The annual report of Nanogate AG is available in German and English.
The German Version is legally binding.
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Nanogate AG
equinet Communications AG
Bartenbach & Co. Agentur für Kommunikation AG & Co. KG
Nanogate AG
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