
Note [20]

Balance  a t  December  31,  2004

Change in accounting principles (IAS 32/39)

Additions made during the year

Utilization 

Amounts reversed during the year

Unwind of discount

Acquisitions/divestitures

Change Medicare receivable

Changes in exchange rates

Balance  a t  December  31,  2005
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Prov is ions

Pensions 

and other

postretirement Restructuring Environmental 

Total benefits of activities costs Other

3,377 2,489 241 242 405

5 5

497 247 65 46 139

(737) (467) (109) (39) (122)

(332) (301) (11) (6) (14)

43 11 17 15

4 3 1

15 15

104 84 2 8 10

2,976 2,070 199 268 439

The above movement schedule includes the current portion of the provisions, which at December 31, 2005

amounted to EUR 766 million (at December 31, 2004: EUR 500 million). 

Prov is ions  for  Pens ions  and  Other  Pos t re t i rement  Bene f i t s

Akzo Nobel has a number of defined benefit pension plans. The benefits of these plans are based

primarily on years of service and employees’ compensation. The funding policy for the plans is consistent

with local requirements in the countries of establishment.

Obligations under the defined benefit plans are systematically provided for by depositing funds with

trustees or separate foundations, under insurance policies, or by balance sheet provisions. Plan assets

principally consist of long-term interest-earning investments, quoted equity securities, and real estate.

Akzo Nobel also provides certain healthcare and life insurance benefits for most of the company’s retired

employees in the United States and, until the end of 2005, in the Netherlands. The company accrues for

the expected costs of providing such postretirement benefits during the years that the employee renders

the necessary services.

Valuations of the obligations under the pension and other postretirement plans are carried out by

independent actuaries. 

During 2005, Akzo Nobel reached agreement with the unions on a change of its pension plan in the

Netherlands, so that it effective December 31, 2005, changed from a defined benefit plan to a defined

contribution plan. In connection with this plan change, the company paid a one-time nonrefundable

contribution of EUR 151 million, prepaid EUR 50 million of employee premiums, and granted a EUR 100

million subordinated loan which has a fair value of EUR 87 million. In addition, certain changes were

made to the early retirement plan. These changes resulted in a curtailment and settlement of defined

benefit obligations of EUR 4,575 million and plan assets of EUR 4,502 million. All in all, the net pre-tax

gain was EUR 114 million, which was recognized as Special Benefit.

Effective December 31, 2005, due to changes in the Dutch national healthcare system the company also

terminated its postretirement healthcare plan in that country, except for a gradually declining transition

arrangement until June 30, 2009. Due to this curtailment, the defined benefit obligation decreased by

EUR 150 million. The net pre-tax gain on the termination was EUR 169 million, which was recognized as

Special Benefit.



Asset / ( l iab i l i ty )

Def ined benef i t  ob l igat ion

Balance  a t  beg inn ing  o f  year

Acquisitions/divestments

Settlements/curtailments

Service costs

Contribution by employees

Interest costs

Plan amendments

Benefits paid

Actuarial gains and losses

Changes in exchange rates

Balance  a t  end  o f  year

Plan  assets

Balance  a t  beg inn ing  o f  year

Acquisitions/divestments

Settlements

Contribution by employer

Contribution by employees

Benefits paid

Actual return on plan assets

Changes in exchange rates

Balance  a t  end  o f  year

Funded status

Unrecognized net loss/gain

Unrecognized prior service costs

Medicare receivable

Net balance pension provisions

Wholly or partly funded plans

Unfunded plans

Asset / ( l iab i l i ty

Defined benefit obligation

Plan assets

Funded status

Below a table is provided with a summary of the changes in the pension and the other postretirement

benefit obligations and plan assets for 2005 and 2004.
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Pensions Other postretirement benefits

2005 2004 2005 2004

(8,975) (8,579) (514) (521)

(4) 5 5

4,575 166 150 1

(209) (208) (21) (22)

(32) (40)

(437) (456) (30) (32)

(1)

484 472 23 26

(747) (453) (59) (1)

(165) 119 (57) 30

(5,510) (8,975) (508) (514)

6,781 6,347 – 1

1 –

(4,502) (75)

397 317

32 40

(436) (416) – (1)

1,197 655 – –

126 (87)

3,596 6,781 – –

(1,914) (2,194) (508) (514)

328 220 89 (3)

1 46 2 9

(68) (53)

(1,585) (1,928) (485) (561)

The defined benefit obligation breaks down as follows: 

2005 2004

5,207 8,868

303 107

5,510 8,975

At January 1, 2004, the funded status was as follows:

Other postretirement 

Pensions benefits

(8,579) (521)

6,347 1

(2,232) (520)

As January 1, 2004 is the transition date for the

implementation of IFRS, this information is not

available for earlier dates.



Charge / ( income)

Service costs for benefits earned during the period

Interest costs on defined benefit obligations

Expected return on plan assets

Amortization of transition (asset)/obligation

Settlements/curtailments (gain)

Percent

Pension benefit obligation at December 31, 

– discount rate

– rate of compensation increase

Net periodic pension costs

– discount rate

– rate of compensation increase

– expected return on plan assets
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The difference between the actual and the expected return on plan assets was a gain of EUR 736 million

in 2005, and of EUR 228 million in 2004.

In the United States, the Medicare Prescription Drug Improvement and Modernization Act of 2003

introduced prescription drug benefits for retirees as well as a federal subsidy to sponsors of

postretirement healthcare plans, which both began at January 1, 2006. This reimbursement right has

been recognized as an asset under Other Financial Noncurrent Assets, measured at fair value. 

At December 31, 2005, this value was EUR 68 million (December 31, 2004: EUR 53 million).

The net periodic pension costs for the defined benefit pension plans were as follows: 

Pensions Other postretirement benefits

2005 2004 2005 2004

209 208 21 22

437 456 30 32

(461) (427) – –

11 13

(132) (86) (169) (5)

64 164 (118) 49

During 2005, the principal defined benefit pension plans covered some 55% of Akzo Nobel’s employees. 

Due to the changes in the Dutch pension plan, for 2006 this will be some 35%. The remaining plans 

primarily represent defined contribution plans. Expenses for these plans totalled EUR 57 million in 2005

and EUR 41 million in 2004.

The weighted average assumptions underlying the computations were:

Pensions Other postretirement benefits

2005 2004 2005 2004

4.7 4.9 5.5 5.4

3.9 3.2

4.9 5.4 5.4 6.0

3.2 3.2

6.7 6.7

The assumptions for the expected return on plan assets were based on a review of the historical returns

of the asset classes in which the assets of the pension plans are invested. The historical returns on 

these asset classes were weighted based on the expected long-term allocation of the assets of the 

pension plans.

Akzo Nobel’s primary objective with regard to the investment of pension plan assets is to ensure that 

in each individual scheme sufficient funds are available to satisfy future benefit obligations.

For this purpose so-called asset and liability management (ALM) studies are made periodically at each

pension fund. For each of the pension plans an appropriate mix is determined on the basis of the

outcome of these ALM studies, taking into account the national rules and regulations. 

Pension plan assets principally consist of long-term interest-earning investments, quoted equity securities,

and real estate. At December 31, 2005 and 2004, plan assets did not include financial instruments

issued by the company, nor any property occupied or other assets used by it. The weighted average



Percent

Equity securities

Long-term interest earning investments

Real estate

Other

Total

Percentage of plan assets at 

Target allocation December 31,

2006 2005 2004

50–55 51 46

35–45 36 42

5–10 8 9

0–5 5 3

100 100
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pension plan asset allocation at December 31, 2005 and 2004, and the target allocation for 2006 for the

pension plans by asset category are as follows:

Percent

Assumed healthcare cost trend rates at December 31:

– healthcare cost trend rate assumed for next year

– rate to which the cost trend rate is assumed to

decline (the ultimate trend rate)

– year that the rate reaches the ultimate trend rate

Weighted average assumptions for other postretirement benefits were as follows:

2005 2004

8.5 6.3

5.0 3.5

2009 2009

Cash  F lows

The company expects to contribute EUR 160 million to its defined benefit pension plans in 2006.

The following benefit payments, which take into account the effect of future service, are expected 

to be paid:

In line with plan agreements until December 31, 2005, allowances under the healthcare plan in the

Netherlands are assumed not to increase anymore.

Assumed healthcare cost trend rates have a significant effect on the amounts reported for the

healthcare plans. A one percentage point change in assumed healthcare cost trend rates would have

the following effects:

1 percentage 1 percentage

point increase point decrease

8 (6)

72 (59)

Effect on total of service and interest cost

Effect on postretirement benefit obligations

2006

2007

2008

2009

2010

2011-2015

Other postretirement 

Pensions benefits

279 33

285 31

302 30

303 28

315 28

1,598 167


