
Consolidated Income Statement

Analysis of operating results by nature

Year ended 31 December

(Thousands of EUR) Notes 2008 2007

Continuing operations

Revenue  1 92,166 95,264

Other gains and losses 3 930 458

Raw materials and consumables used 4 -47,147 -46,964

Employee benefits expenses 5 -34,773 -39,856

  of which reorganization expenses -1,784 -5,224

Depreciation and amortization expenses 15,16,17 -2,863 -2,703

Impairment of goodwill 16 -3,510 0

Net impairment on current assets 18 -1,320 -843

Consulting expenses -4,955 -3,331

  of which reorganization expenses -313 0

Facility expenses 6 -6,110 -6,255

Other expenses 7 -5,396 -6,416

  of which reorganization expenses 0 -190

Operating Profit / (Loss) -12,978 -10,646

Finance income 9 443 261

Finance costs 10 -2,539 -1,821

Net foreign exchange gains / (losses) 11 1,921 -93

Profit / (Loss) before tax -13,154 -12,299

Income tax expenses 12 -335 -166

Profit / (Loss) for the year -13,489 -12,465

Attributable to:

Equity holders of the parent -13,489 -12,465

Earnings per share 

From continuing and discontinued operations

Weighted average number of ordinary shares in issue (‘000) 16,441 13,984

Basic earnings per share 13.1 -0.82 -0.89

Diluted earnings per share 13.2 -0.82 -0.89

The accounting policies and notes form an integral part of these consolidated financial statements.
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Consolidated balance sheet

Assets

Year ended 31 December

(Thousands of EUR) Notes 2008 2007

Non-current assets

Property, plant and equipment 15 16,096 16,183

Goodwill 16 3,472 7,723

Other intangible assets 17 1,729 2,020

Deferred tax assets 19 1,943 2,377

Finance lease receivables 20 596 730

Other financial assets 21 601 813

Other assets 28 616 698

Total non-current assets 25,053 30,544

Current assets

Inventories 22 11,122 12,432

Contracts in progress 23 5,341 7,789

Trade and other receivables 24 22,957 25,282

Finance lease receivables 20 358 379

Deferred charges and accrued income 854 772

Cash and cash equivalents 25 3,850 6,929

Total current assets 44,482 53,583

TOTAL ASSETS 69,535 84,127

The accounting policies and notes form an integral part of these consolidated financial statements.



Consolidated balance sheet

EQUITY AND LIABILITIES

Year ended 31 December

(Thousands of EUR) Notes 2008 2007

Capital and reserves

Capital 25,274 25,274

Share premium account 15,115 15,115

Reserves -523 2,087

Retained earnings -28,874 -15,385

Treasury shares -2,958 -2,958

Equity attributable to equity holders of the parent 8,034 24,133

Total equity 8,034 24,133

Non-current liabilities

Interest bearing loans and borrowings 27 11,381 11,846

Retirement benefit obligations 28 3,624 3,878

Provisions 29 2,892 300

Total non-current liabilities 17,897 16,024

Current liabilities

Trade and other payables 26 28,627 31,313

Borrowings 27 8,179 3,221

Current tax liabilities 1,271 621

Retirement benefit obligations 28 314 345

Provisions 29 5,213 8,470

Total current liabilities 43,604 43,970

TOTAL EQUITY AND LIABILITIES 69,535 84,127

The accounting policies and notes form an integral part of these consolidated financial statements.
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Consolidated cash flow statement

Year ended 31 December

(Thousands of EUR) Notes 2008 2007

Cash flows from operations

Cash flows generated from operations 34 -949 -4,447

Interest paid 10 -2,539 -1,821

Taxes paid 12 -328 -156

Net cash from operating activities -3,816 -6,424

Cash flows from investing activities

Payments to acquire financial assets 21 0 -30

Interest received 9 443 261

Proceeds from repayment of loans and other non-current 
receivables 374 68

Payments for property, plant and equipment 15 -1,981 -3,272

Proceeds from disposal of property, plant and equipment 15 149 7

Payments for intangible assets 17 -772 -853

Development costs paid 8 -1,697 -1,631

Proceeds from disposal of business 14 0 2,430

Net cash (used in) / generated by  investing activities -3,484 -3,020

Cash flows from financing activities

Proceeds from issue of equity shares 0 19,800

Payments for share issue costs 0 -1,056

Proceeds from borrowings 27 1,921 5,507

Repayment of borrowings 27 -892 -7,454

Net cash received / (used) in financing activities 1,029 16,797

Net (decrease)/increase in cash and cash equivalents -6,271 7,353

Year ended 31 December

(Thousands of EUR) Notes 2008 2007

Movement in cash and cash equivalents

At the start of the year 4,591 -2,762

Increase / (decrease) -6,271 7,353

Effect of exchange rate changes on the balance of cash held in 
foreign currencies -151 0

At the end of the year -1,831 4,591

Total Cash and cash equivalents 25 3,850 6,929

(Bank overdrafts) 27 -467 -840

(Bank borrowings) 27 -5,214 -1,498

Net cash and cash equivalents at the end of the year -1,831 4,591

The accounting policies and notes form an integral part of these consolidated financial statements.



Consolidated statement of changes in shareholders’ equity
Share Capital Share  

premium
Treasury 
shares

Equity-settled 
employee 
benefits 
reserve

Foreign curren-
cy translation 

reserve

Retained 
Earnings

Attributable to 
equity holders 
of the parent

Total

(Thousands of EUR)

Balance on 1 January, 2007

As previously 
reported

14,850 6,795 -2,958 170 2,192 -2,920 18,129 18,129

Issue of ordinary 
shares 

10,424 9,376 19,800 19,800

Share issue costs -1,056 -1,056 -1,056

Exchange 
differences arising 
on translation of 
foreign operations

-302 -302 -302

Recognition of 
share-based 
payments

27 27 27

Net loss 2007 -12,465 -12,465 -12,465

Balance on  
31 December, 
2007

25,274 15,115 -2,958 197 1,890 -15,385 24,133 24,133

Balance on 1 January, 2008

As previously 
reported

25,274 15,115 -2,958 197 1,890 -15,385 24,133 24,133

Exchange 
differences arising 
on translation of 
foreign operations

-2,613 -2,613 -2,613

Recognition of 
share-based 
payments

3 3 3

Net loss 2008 -13,489 -13,489 -13,489

Balance on  
31 December, 
2008

25,274 15,115 -2,958 200 -723 -28,874 8,034 8,034

The accounting policies and notes form an integral part of these consolidated financial statements.
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Zenitel (the “Company” or the “Group”) is a limited liability company domiciled in Belgium. The 
consolidated financial statements of the company for the year ended 31 December 2008 comprise the 
company and its subsidiaries (together referred to as the “Group”) and the Group’s interest in associates 
and jointly controlled entities. The addresses of its registered office and principal place of business are 
disclosed in the introduction to the annual report. The principal activities of the Group are described in 
this annual report.

The financial statements were authorized for issue by the directors on 30 March, 2009.

BASIS OF PREPARATION

The consolidated financial statements have been prepared in accordance with the International Financial 
Reporting Standards (IFRS) as adopted by the EU. These consolidated statements have been prepared 
under the historical cost convention except for certain financial instruments (including derivatives) which 
are measured at fair value.

CHANGES IN PRESENTATION COMPARED TO PREVIOUS YEAR

The presentation of the segment reporting (see note 2 to the consolidated financial statements) has  
changed compared to the last year. In this respect, the presentation of the 2007 figures differs from the 
previously published figures. 

ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL 
REPORTING STANDARDS

Application of new IFRS

IFRS 8 Operating segments introduces the “management approach” to segment reporting. IFRS 8 requires 
disclosure of segments information based on the internal reports regularly reviewed by Zenitel’s Chief 
Operating Decision Makers in order to assess each segment’s performance and to allocate resources to 
them. In 2006 Zenitel early adopted IFRS 8, adapting its segment reporting to the management reporting 
of the Group. This was done because management, reporting and decisions were made on a regional level. 
Since 1 January, 2008 the management structure of the Group changed and as a result management, 
reporting and decisions are made on a key offerings basis as from 2008. This is why the segments 
reported on in these consolidated financial statements differ compared to the segment reporting included 
in the consolidated financial statements of 2007. We refer to note 2 to these consolidated financial 
statements for further explanations.

IFRS 7 Financial Instruments: Disclosures was adopted in 2007. IFRS 7 introduced new requirements 
to improve the information on financial instruments that is given in entities’ financial statements. It 
replaces IAS 30 Disclosures in the Financial Statements of Banks and Similar Institutions and some of 
the requirements in IAS 32 Financial Instruments: Disclosure and Presentation. 
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The following standards became applicable for 2008, but did not significantly impact these financial 
statements:

IFRIC 11  IFRS 2 Group and Treasury Share Transactions (applicable for accounting years ��

beginning on or after 1 March 2007)

IFRIC 12 Service Concession Arrangements (applicable for accounting years beginning on or ��

after 1 January 2008)

IFRIC 14 ‘IAS 19 - The limit on a defined benefit asset, minimum funding requirements and their ��

interaction’ (applicable for accounting years beginning on or after 1 January 2008)

Amendments to IAS 39 Financial Instruments: Recognition and Measurement and IFRS 7 ��

Financial Instruments: Disclosures (amendments to be applied as from 1 July 2008 onwards).

The following standards have been issued but are not yet effective:

IAS 1 Presentation of Financial Statements (annual periods beginning on or after 1 January ��

2009).  This Standard replaces IAS 1 Presentation of Financial Statements (revised in 2003) as 
amended in 2005.

Amendment to IAS 27 Consolidated and Separate Financial Statements (applicable for annual ��

periods beginning on or after 1 July 2009). This Standard amends IAS 27 Consolidated and 
Separate Financial Statements (revised 2003).

Amendment to IFRS 2 – Vesting Conditions and Cancellations (applicable for annual periods ��

beginning on or after 1 January 2009).

Amendments to IAS 32 Financial Instruments: Presentation and IAS 1 Presentation of Financial ��

Statements – Puttable financial instruments an obligations arising on liquidation (annual periods 
beginning on or after 1 January 2009).

Amendments to IAS 39 Financial Instruments: Recognition and Measurement – Eligible Hedged ��

Items (annual periods beginning on or after 1 July 2009).

IFRS 3 Business Combinations (applicable to business combinations for which the acquisition ��

date is on or after the beginning of the first annual reporting period beginning on or after 1 July 
2009). This Standard replaces IFRS Business Combinations as issued in 2004.

IFRS 8  Operating Segments (applicable for accounting years beginning on or after 1 January 2009).��

Amendment to IAS 23 Borrowing Costs (applicable for accounting years beginning on or after ��

1 January 2009).

Improvements to IFRS (2008) (normally applicable for accounting years beginning on or after 1 ��

January 2009).

Amendments to IFRS 1 First Time Adoption of International Financial Reporting Standards and ��

IAS 27 Consolidated and Separate Financial Statements (normally prospective application for 
annual periods beginning on or after 1 January 2009).

IFRS 1 First-time Adoption of International Financial Reporting Standards (applicable for ��

accounting years beginning on or after 1 January 2009). 

IFRIC 13 Customer Loyalty Programmes (applicable for accounting years beginning on or after ��

1 July 2008).

IFRIC 15 – Agreements for the construction of real estate (applicable for accounting years ��

beginning on or after 1 January 2009).



IFRIC  16 Hedges of a net investment in a foreign operation (applicable for accounting years ��

beginning on or after 1 October 2008).

IFRIC 17 Distributions of Non-cash Assets to Owners (applicable for accounting years beginning ��

on or after 1 July 2009).

IFRIC 18 Transfers of Assets from Customers (applicable for Transfers received on or after ��

1 July 2009).

The Company did not early adopt these standards and has not yet determined the potential impact of the 
interpretation of these standards. 

SUMMARY OF PRINCIPAL ACCOUNTING POLICIES

Basis of consolidation

SUBSIDIARIES
The consolidated financial statements include all the subsidiaries that are controlled by the Group. Control 
is achieved where Zenitel has the power to govern the financial and operating policies of an entity so as 
to  obtain benefits from its activities. Control is presumed to exist when Zenitel owns, directly or indirectly, 
more than 50% of an entity’s voting rights of the share capital. The existence and effect of potential 
voting rights that are currently exercisable or convertible are considered when assessing whether the 
Group controls another entity.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income 
statement from the effective date of acquisition or up to the effective date of disposal, as appropriate. 

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their 
accounting policies into line with those used by other members of the Group. 

All intra-Group transactions, balances income and expenses are eliminated in full on consolidation.

Minority interests in the net assets (excluding goodwill) of consolidated subsidiaries are identified 
separately from the Group’s equity therein. Minority interests consist of the amount of those interests at 
the date of the original business combination (see below) and the minority’s share of changes in equity 
since the date of the combination. Losses applicable to the minority in excess of the minority’s interest 
in the subsidiary’s equity are allocated against the interests of the Group except to the extent that the 
minority has a binding obligation and is able to make an additional investment to cover the losses.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group.

The cost of an acquisition is measured as the aggregate of the fair values of assets given, liabilities 
incurred or assumed, and equity instruments issued by the Group at the date of exchange, in exchange for 
control of the acquiree, plus any  costs directly attributable to the acquisition. The acquiree’s identifiable 
assets, liabilities and contingent liabilities that meet the conditions for recognition under IFRS 3 Business 
Combinations are recognized at their fair values at the acquisition date, except for non-current assets 
(or disposal Groups) that are classified as held for sale in accordance with IFRS 5 Non-current Assets 
Held for Sale and Discontinued Operations, which are recognized and measured at fair value less cost to 
sell.  The excess of the cost of acquisition over the Group’s interest in the net fair value of the identifiable 
assets, liabilities and contingent liabilities recognized, is recorded as goodwill. If, after reassessment, 
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the Group’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent 
liabilities exceeds the cost of the business combination, the excess is recognized immediately in profit 
or loss.

The interest of minority shareholders in the acquiree is initially measured at the minority’s proportion of 
the net fair value of the assets, liabilities and contingent liabilities recognized. 

INVESTMENTS IN ASSOCIATES
Associates are those companies in which the Group has, directly or indirectly, a significant influence but 
not the control to govern the financial and operating policies. This is presumed when the Group holds 
between 20% and 50% of the voting rights. An investment in an associate is accounted for under the 
equity method.

The results and assets and liabilities of associates are incorporated in these financial statements using 
the equity method of accounting, except when the investment is classified as held for sale, in which 
case it is accounted for under IFRS 5 Non-current Assets Held for Sale and Discontinued Operations. 
Under the equity method, investments in associates are carried in the consolidated balance sheet at cost 
as adjusted for post-acquisition changes in the Group’s share of the net assets of the associate, less 
any impairment in the value of individual investments. Losses of an associate in excess of the Group’s 
interest in that associate (which includes any long-term interests that, in substance, form part of the 
Group’s net investment in the associate) are not recognized, unless the Group has incurred legal or 
constructive obligations or made payments on behalf of the associate.

Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable assets, 
liabilities and contingent liabilities of the associate recognized at the date of acquisition is recognized 
as goodwill. The goodwill is included within the carrying amount of the investment and is assessed 
for impairment as part of the investment. Any excess of the Group’s share of the net fair value of the 
identifiable assets, liabilities and contingent liabilities over the cost of acquisition, after reassessment, is 
recognized immediately in profit or loss.

Where a Group entity transacts with an associate of the Group, profits and losses are eliminated to the 
extent of the Group’s interest in the relevant associate.

INTERESTS IN JOINT VENTURES
A joint venture is a contractual arrangement whereby the Group and other parties undertake an economic 
activity that is subject to joint control, that is when the strategic financial and operating policy decisions 
relating to the activities require the unanimous consent of the parties sharing control. A joint venture is 
consolidated under the proportional method.

Foreign currencies
The individual financial statements of each Group entity are presented in the currency of the primary 
economic environment in which the entity operates (its functional currency). For the purpose of the 
consolidated financial statements, the results and financial position of each entity are expressed in Euro, 
which is the functional currency of the company, and the presentation currency for the consolidated 
financial statements.

In preparing the financial statements of the individual entities, transactions in currencies other than the 
entity’s functional currency are recorded at the exchange rates prevailing at the dates of the transactions. 
At each balance sheet date, monetary assets and liabilities denominated in foreign currencies 



are translated at the balance sheet currency rate. Non-monetary items carried at fair value that are 
denominated in foreign currencies are retranslated at the rates prevailing at the date when the fair value 
was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency 
are not retranslated.

Gains and losses resulting from the settlement of foreign currency transactions and from the translation 
of monetary assets and liabilities denominated in foreign currencies are included in the income statement 
as a financial result. Exchange differences arising on the retranslation of non-monetary items carried at 
fair value are included in profit or loss for the period except for differences arising on the retranslation of 
non-monetary items in respect of which gains and losses are recognized directly in equity. For such non-
monetary items, any exchange component of that gain or loss is also recognized directly in equity.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group 
companies, using a different functional currency then the Euro, are expressed in Euro using exchange 
rates prevailing at the balance sheet date. Income and expense items are translated at the average 
exchange rates for the period. Exchange differences arising, if any, are classified in equity and transferred 
to the Group’s “Cumulative translation reserve”. Such exchange differences are recognized in profit or 
loss in the period in which the entity is disposed of.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets 
and liabilities of the foreign operation and translated at the closing date. 

 

Intangible assets

ACQUIRED INTANGIBLE ASSETS
Licences, patents, trademarks, similar rights and software are measured initially at cost. In process 
Research & Development obtained in a business combination is initially measured at fair value. After 
initial recognition, intangible assets are carried at cost less accumulated amortization and impairment 
losses. They are amortized on a straight-line basis over their estimated useful life which is not considered 
to exceed 20 years. At the end of each annual reporting period the amortization method and period are 
reviewed with the effect of any changes in estimate being accounted for on a prospective basis.

COMPUTER SOFTWARE DEVELOPMENT COSTS
Generally, costs associated with developing or maintaining computer software programmes are recognized 
as an expense as incurred. However, costs that are directly associated with identifiable and unique 
software products controlled by the Group that have probable economic benefits exceeding the cost 
beyond one year, are recognized as assets. Direct costs include staff costs of the software development 
team and an appropriate portion of relevant overheads that are necessary to generate the asset and that 
can be allocated on a reasonable and consistent basis to the asset.

Computer software costs that have been capitalized are amortized on a straight-line basis over the period 
of their expected useful lives, not exceeding a period of five years.

INTERNALLY GENERATED INTANGIBLE ASSETS - RESEARCH AND DEVELOPMENT EXPENDITURE
Expenditure on research activities, undertaken with the prospect of gaining new scientific or technical 
knowledge, is recognized in the income statement as an expense as incurred.

Costs incurred on development projects (relating to the design and testing of new or improved products) 
are recognized as intangible assets when the asset can be clearly identified, when the development 
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costs can be measured reliably and to the extent that it is probable that the asset created will generate 
future economic benefits. Other development expenditures are recognized as an expense as incurred. 
Development cost previously recognized as an expense is not recognized as an asset in a subsequent 
period. Development costs that have been capitalized are amortized from the commencement of the 
commercial production of the product on a straight-line basis over the period of its expected benefit. The 
amortization periods adopted do not exceed five years.

Goodwill
Goodwill arises when the cost of a business combination at the date of acquisition is in excess of the 
Group’s interest in the fair value of the identifiable assets, liabilities and contingent liabilities recognized. 
Goodwill is initially recognized as an asset at cost and is subsequently measured at cost less any 
accumulated impairment losses.

For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash generating units 
expected to benefit from the synergies of the combination. The cash-generating unit(s) to which the 
goodwill has been allocated are tested for impairment annually, and whenever there is an indication that 
it may be impaired, by comparing its carrying amount with its recoverable amount. If the recoverable 
amount of the cash-generating unit is less than the carrying amount of the unit, the impairment loss is 
allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to the other 
assets of the unit pro-rata on the basis of the carrying amount of each asset in the unit. An impairment 
loss recognized for goodwill is not reversed in a subsequent period.

The Group’s policy for goodwill arising on the acquisition of an associate is described under ‘Investments 
in associates’ above.

On disposal of a subsidiary or a jointly controlled entity, the attributable amount of goodwill is included in 
the determination of the profit or loss on disposal.

In case the fair value of the identifiable assets, liabilities and contingent liabilities exceeds the cost of the 
business combination, the excess remaining after reassessment is recognized immediately into profit 
and loss.

Tangible assets

PROPERTY, PLANT AND EQUIPMENT
Land is carried at cost less accumulated impairment losses. All other property, plant and equipment 
are carried at cost less accumulated depreciation and impairment losses except for property, plant and 
equipment under construction which is carried at cost less accumulated impairment losses. Cost includes 
all directly attributable costs of bringing the asset to working condition for its intended use.

Depreciation is charged so as to write off the cost or valuation of assets, other than land and properties 
under construction, over their estimated useful lives, using the straight-line method to their estimated 
residual value. The depreciation is computed from the date the asset is ready to be used.

The estimated useful life, residual value and depreciation method of an asset is reviewed at least at each 
financial year-end and, if expectations differ from previous estimates, with the effect of any changes in 
estimate accounted for on a prospective basis. 



The following useful lives are applicable to the main property, plant and equipment categories:

Industrial buildings: 40 years

Office buildings: 50 years

Machines-tools and heavy equipment: 10 years

Network infrastructure 7-10 years

Electronic measuring appliances: 5 years

Quality control appliance: 10 years

Workshop and laboratory equipment: 4 years

Furniture in industrial buildings: 10 years

Vehicles - cars: 4-5 years

Vehicles - trucks: 4 years

Office furniture: 10 years

EDP (hardware): 3 years

Facilities for the staff: 10 years

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow 
to the Group and the cost of the item can be measured reliably. All other repairs and maintenance are 
charged to the income statement during the financial period in which they are incurred.

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is 
determined as the difference between the sales proceeds and the carrying amount of the asset and is 
recognized in profit or loss.

Borrowing costs directly attributable to the acquisition, construction or production of an asset requiring a 
long preparation are not included in the cost of this asset but are expensed as incurred.

 

Leasing
Leases are classified as finance leases when the terms of the lease transfer substantially all the risks 
and rewards of ownership to the lessee. All other leases are classified as operating leases.

ZENITEL AS LESSEE
Finance leases 
Assets held under finance leases are recognized as assets of the Group at the lower of their fair value 
and the present value of the minimum lease payments less cumulative depreciation and impairment 
losses. The corresponding liability to the lessor is included in the balance sheet as obligations under 
finance leases.

Lease payments are apportioned between finance charges and reduction of the lease obligation so as to 
achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged 
directly to profit or loss.

The depreciable amount of a leased asset is allocated to each accounting period during the period 
of expected use on a systematic basis consistent with the depreciation policy the lessee adopts for 
depreciable assets that are owned. If there is reasonable certainty that the lessee will obtain ownership 
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by the end of the lease term, the period of expected use is the useful life of the asset; otherwise the asset 
is depreciated over the shorter of the lease term and its useful life.

Operating lease 
Lease payments under an operating lease are charged to profit or loss on a straight-line basis over the 
term of the relevant lease. Benefits received and receivable as an incentive to enter into an operating 
lease are also spread on a straight-line basis over the lease term.

Borrowing costs
All borrowing costs are expensed in the period in which they are incurred.

Capital Management
The Group manages its capital to ensure that entities in the Group will be able to continue as a going 
concern while maximising the return to stakeholders through the optimization of the debt and equity 
balance. The capital structure of the Group consists of debt, which includes the borrowings disclosed in 
note 27, cash and cash equivalents and equity attributable to equity holders of the parent, comprising 
issued capital, reserves and retained earnings. The Group’s policy is to borrow centrally, using a mixture 
of long term and short term capital market issues and borrowing facilities, to meet the anticipated 
funding requirements. These borrowings together with cash generated from operations, are on-lent or 
contributed as equity to certain subsidiaries. 

The Board of Directors reviews the capital structure on a quarterly basis. As a part of this review, the Board 
of Directors considers the cost of capital and the risk associated with each class of capital. Based on the 
recommendations of the Board of Directors, the Group balances it’s overall capital structure through new 
share issues and the issue of new debt or the redemption of existing debt. When analyzing the capital 
structure of the Group, the same debt/equity classifications are used as the classifications applied in our 
IFRS reporting. Besides the statutory minimum equity funding requirements that apply to our subsidiaries 
in the different countries, Zenitel is not subject to any externally imposed capital requirements. 

Impairment of tangible and intangible assets excluding goodwill
At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible 
assets to determine whether there is any indication that those assets have suffered an impairment loss. 
If any such indication exists, the recoverable amount of the asset is estimated in order to determine the 
extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount of an 
individual asset, the Group estimates the recoverable amount of the cash-generating unit to which the 
asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in 
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate 
that reflects current market assessments of the time value of money and the risks specific to the asset.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying 
amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. 
An impairment loss is recognized immediately in profit or loss, unless the relevant asset is carried at a 
revalued amount, in which case the impairment loss is treated as a revaluation decrease.



Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating 
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying 
amount does not exceed the carrying amount that would have been determined had no impairment loss 
been recognized for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is 
recognized immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in 
which case the reversal of the impairment loss is treated as a revaluation increase. 

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

Raw materials, consumables and goods purchased for resale are valued at the lower of their cost or their 
net realizable value. Cost is determined using the method most appropriate to a particular class of inventory, 
with the majority of these classes of inventories being valued using the weighted average cost method. The 
cost of work in process and finished goods comprize all the costs of conversion and other costs incurred 
in bringing the inventories to their present location and condition. The conversion costs include the cost of 
production and the related fixed and variable production overhead costs (including depreciation).

Net realizable value represents the estimated selling price less all estimated costs of completion and 
costs to be incurred in marketing, selling and distribution.

Contracts in progress
Where the outcome of a construction contract can be estimated reliably, revenue and costs are 
recognized by reference to the stage of completion of the contract activity at the balance sheet 
date, as measured by the proportion that contract costs incurred for work performed to date bear 
to the estimated total contract costs, except where this would not be representative of the stage of 
completion. Variations in contract work, claims and incentive payments are included to the extent that 
they have been agreed with the customer.

Where the outcome of a construction contract cannot be estimated reliably, contract revenue is 
recognized to the extent of contract costs incurred that it is probable will be recoverable. Contract costs 
are recognized as expenses in the period in which they are incurred.

When it is probable that total contract costs will exceed total contract revenue, the expected loss is 
recognized as an expense immediately.

Where costs incurred and recognized profits (less recognized losses) exceed progress billings, the 
balance is shown as an asset under the heading “Contracts in progress”.

Where progress billings exceed costs incurred plus recognized profits (less recognized losses), the 
balance is shown as due to customers on construction contracts, under the heading ‘Other payables’.
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Contract revenue
Contract revenue comprises:

The initial amount of revenue agreed in the contract; and��

Variations in contract work, claims and incentive payments; to the extent that:��

It is probable the they will result in revenue; and��

They are capable of being reliably measured.��

Contract costs
Contract costs comprise:

Costs that relate directly to the specific contract;��

Costs that are attributable to contract activity in general and can be allocated to the contract; ��

and

Such other costs as are specifically chargeable to the customer under the terms of the contract.��

Financial instruments

TRADE RECEIVABLES
Trade receivables are measured at initial recognition at fair value, and are subsequently measured 
at amortized cost using the effective interest rate method. Interest income is recognized by applying 
the effective interest rate, except for short term receivables when the recognition of interest would be 
immaterial. Appropriate allowances for estimated irrecoverable amounts are recognized in profit or loss 
when there is objective evidence that the asset is impaired. The allowance recognized is measured as 
the difference between the asset’s carrying amount and the present value of estimated future cash 
flows discounted at the effective interest rate computed at initial recognition. When a trade receivable is 
uncollectible, it is written off against the allowance account. Subsequent recoveries of amounts previously 
written off are credited against the allowance account. Changes in the carrying amount of the allowance 
account are recognized in profit or loss. 

INVESTMENTS
Investments are recognized and derecognized on a trade date basis where the purchase or sale of an 
investment is under a contract whose terms require delivery of the investment within the timeframe 
established by the market concerned, and are initially measured at fair value, plus directly attributable 
transaction costs.

At subsequent reporting dates, debt securities that the Group has the expressed intention and ability to hold 
to maturity (held-to-maturity debt securities) are measured at amortized cost using the effective interest 
rate method, less any impairment loss recognized to reflect irrecoverable amounts. An impairment loss is 
recognized in profit or loss when there is objective evidence that the asset is impaired, and is measured 
as the difference between the investment’s carrying amount and the present value of estimated future 
cash flows discounted at the effective interest rate computed at initial recognition. Impairment losses 
are reversed in subsequent periods when an increase in the investment’s recoverable amount can be 
related objectively to an event occurring after the impairment was recognized, subject to the restriction 
that the carrying amount of the investment at the date the impairment is reversed shall not exceed what 
the amortized cost would have been had the impairment not been recognized.



Investments other than held-to-maturity debt securities are classified as either investments held for 
trading or as available-for-sale, and are measured at subsequent reporting dates at fair value. Where 
securities are held for trading purposes, gains and losses arising from changes in fair value are included 
in profit or loss for the period. For available-for-sale investments, gains and losses arising from changes 
in fair value are recognized directly in equity, until the security is disposed of or is determined to be 
impaired, at which time the cumulative gain or loss previously recognized in equity is included in the 
profit or loss for the period. Impairment losses recognized in profit or loss for equity investments classified 
as available-for-sale are not subsequently reversed through profit or loss. Impairment losses recognized 
in profit or loss for debt instruments classified as available-for-sale are subsequently reversed if an 
increase in the fair value of the instrument can be objectively related to an event occurring after the 
recognition of the impairment loss.

CASH AND CASH EQUIVALENTS
Cash and cash equivalents comprise cash on hand and demandable deposits. 

FINANCIAL LIABILITIES AND EQUITY
Financial liabilities and equity instruments issued by the Group are classified according to the substance 
of the contractual arrangements entered into and the definitions of a financial liability and an equity 
instrument. An equity instrument is any contract that evidences a residual interest in the assets of the 
Group after deducting all of its liabilities. The accounting policies adopted for specific financial liabilities 
and equity instruments are set out below.

BANK BORROWINGS
Interest-bearing bank loans and overdrafts are initially measured at fair value, and are subsequently 
measured at amortized cost, using the effective interest rate method. Any difference between the proceeds 
(net of transaction costs) and the settlement or redemption of borrowings is recognized over the term of 
the borrowings in accordance with the Group’s accounting policy for borrowing costs (see above).

TRADE PAYABLES
Trade payables are initially measured at fair value, and are subsequently measured at amortized cost, 
using the effective interest rate method. Interest expense is recognized by applying the effective interest 
rate, except for short term payables when the recognition of interest would be immaterial. 

EQUITY INSTRUMENTS
Equity instruments issued by the company are recorded at the proceeds received, net of direct issue 
costs.

DERIVATIVE FINANCIAL INSTRUMENTS
The Group uses derivative financial instruments to hedge its exposure to foreign exchange and interest 
rate risks arising from operational, financing and investment activities. The Group does not engage in 
speculative transactions nor does it issue or hold financial instruments for trading purposes.

Derivatives are initially recorded at fair value and re-measured at the subsequent reporting dates.

Derivatives that do not qualify for hedge accounting
Certain forward exchange rate transactions, while providing effective economic hedges under the 
Group’s risk management policies, do not qualify for hedge accounting under the specific rules in IAS 39. 
Changes in the fair value of forward exchange rate contracts that do not qualify for hedge accounting 
under IAS 39 are recognized immediately in the income statement.
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TREASURY SHARES
When the Group purchases its own shares, the amount paid, including attributable direct costs is 
accounted for as a deduction of equity. The proceeds from sales of shares are directly included in net 
equity with no impact on net income.

Non-current assets held for sale
Non-current assets and disposal Groups are classified as held for sale if their carrying amount will be 
recovered through a sale transaction rather than through continuing use. This condition is regarded as 
met only when the sale is highly probable and the asset (or disposal Group) is available for immediate 
sale in its present condition. Management must be committed to the sale, which should be expected to 
qualify for recognition as a completed sale within one year from the date of classification.

Non-current assets (and disposal Groups) classified as held for sale are measured at the lower of the 
assets’ previous carrying amount and fair value less costs to sell.

Government Grants
Government grants are recognized when there is a reasonable assurance that:

The Group will comply with the conditions attached to them;��

The grants will be received.��

Government grants are recognized as income over the periods necessary to match them with the 
related costs which they are intended to compensate, on a systematic basis. Government grants that 
are receivable as compensation for expenses or losses already incurred or for the purpose of giving 
immediate financial support to the Group with no future related costs are recognized as income of the 
period in which they become receivable.

Government grants related to assets are deducted from the carrying amount of the asset.

Provisions
Provisions are recognized in the balance sheet when:

There is a present obligation (legal or constructive) as a result of a past event; and(a)	

It is probable that an outflow of resources embodying economic benefits will be required to settle (b)	
the obligation; and

A reliable estimate can be made of the amount of the obligation.(c)	

The amount recognized as a provision is the best estimate of the consideration required to settle the 
present obligation at the balance sheet date, taking into account the risks and uncertainties surrounding 
the obligation.



Restructurings
A restructuring provision is recognized when the Group has developed a detailed formal plan for the 
restructuring and has raized a valid expectation in those affected that it will carry out the restructuring by 
starting to implement that plan or announcing its main features to those affected by it. The measurement 
of a restructuring provision includes only the direct expenditures arising from the restructuring, which 
are those amounts that are both necessarily entailed by the restructuring and not associated with the 
ongoing activities of the entity. 

Warranty
The Group recognizes the estimated liability to repair or replace its products still under warranty at the 
date of sale of the relevant products or services. This provision is estimated based on the past history of 
the level of repairs and replacements.

Onerous contracts
The Group recognizes a provision for onerous contracts when the expected benefits to be derived from a 
contract are less than the unavoidable costs of meeting the obligations under the contract.

Revenue Recognition
Revenue is recognized when it is probable that future economic benefits associated with the transaction 
will flow to the entity and that these benefits can be measured reliably.

Turnover is reported net of sales taxes, rebates and other similar allowances.

Sale of goods
Revenue from sales of goods is recognized when the following conditions are satisfied:

The significant risks and rewards of the ownership of goods is transferred to the buyer;��

The Group retains neither continuing managerial involvement to the degree usually associated ��

with ownership nor effective control over the goods sold;

The amount of revenue can be measured reliably;��

It is probable that the economic benefits associated with the transaction will flow to the entity; and��

The costs incurred or to be incurred in respect of the transaction can be measured reliably.��

Provisions for rebates and discounts are recorded as a reduction of revenue at the time the related 
revenues are recorded or when the incentives are offered.

Cash discounts are offered to customers to encourage prompt payment. They are recorded as a reduction 
of revenue at the time of invoicing.

Rendering of services
Revenue from rendering of services is recognized by reference to the stage of completion when the 
outcome of a transaction involving the rendering of services can be estimated reliably. When the outcome 
of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognized 
only to the extent of the expenses recognized that are recoverable.

Revenue from construction contracts is recognized in accordance with the accounting policy outlined 
above under the heading ‘Contracts in progress’. 
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Royalties
Royalty revenue is recognized on an accrual basis in accordance with the substance of the relevant 
agreement. Royalties determined on a time basis are recognized on a straight-line basis over the period 
of the agreement. Royalty arrangements that are based on production, sales and other measures are 
recognized by reference to the underlying arrangement. 

Interest
Interest revenue is accrued on a time basis, by reference to the principal outstanding and at the effective 
interest rate applicable, which is the rate that exactly discounts estimate future cash receipts through the 
expected life of the financial asset to that asset’s net carrying amount. 

Dividends
Dividends are recognized when the shareholder's right to receive the payment is established.

Rental income
Rental income is recognized on a straight-line basis over the term of the relevant lease. 

Income taxes
The income tax charge is based on the results for the year and includes current and deferred taxation. 

Current tax is the amount of tax to pay based on the taxable profit of the period, as well as any adjustments 
relating to previous years. It is calculated using local tax rates adopted (or substantially enacted) at the 
closing date.

Deferred tax is recognized on differences between the carrying amounts of assets and liabilities in the 
financial statements and the corresponding tax bases used in the computation of taxable profit, and is 
accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognized 
for all taxable temporary differences and deferred tax assets are recognized to the extent that it is 
probable that taxable profits will be available against which deductible temporary differences can be 
utilized. Such assets and liabilities are not recognized if the temporary difference arizes from goodwill 
or from the initial recognition (other than in a business combination) of other assets and liabilities in a 
transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognized for taxable temporary differences arising on investments in 
subsidiaries and associates, and interests in joint ventures, except where the Group is able to control 
the reversal of the temporary difference and it is probable that the temporary difference will not reverse 
in the foreseeable future. Deferred tax assets arising from deductible temporary differences associated 
with such investments and interests are only recognized to the extent that it is probable that there will be 
sufficient taxable profits against which to utilize the benefits of the temporary differences and they are 
expected to reverse in the foreseeable future. 

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the 
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of 
the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period 
in which the liability is settled or the asset realized, based on tax rates (and tax laws) that have been 
enacted or substantively enacted by the balance sheet date. The measurement of deferred tax liabilities 



and assets reflects the tax consequences that would follow from the manner in which the Group expects, 
at the reporting date, to recover or settle the carrying amount of its assets and liabilities.  

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax 
assets against current tax liabilities and when they relate to income taxes levied by the same taxation 
authority and the Group intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax are recognized as an expense or income in profit or loss, except when they 
relate to items credited or debited directly to equity, in which case the tax is also recognized directly 
in equity, or where they arise from the initial accounting for a business combination. In the case of a 
business combination, the tax effect is taken into account in calculating goodwill or determining the 
excess of the acquirer’s interest in the net fair value of the acquirer’s identifiable assets, liabilities and 
contingent liabilities over cost. 

 

Employee benefits

Pension obligations
The Group operates a number of defined benefit and defined contribution retirement benefit plans, the 
assets of which are held in separate trustee-administered funds or Group insurances. Payments to 
defined contribution benefit plans are charged as an expense as they fall due.

The Group’s commitments under defined benefits plans, and the related costs, are valued using the 
“projected unit credit method” with actuarial valuations being carried out at each balance sheet date. 
Actuarial gains and losses that exceed 10% of the greater of the present value of the Group’s defined 
benefit obligation and the fair value of plan assets are amortized over the expected average remaining 
working lives of the participating employees. Past service cost is recognized immediately to the extent 
that the benefits are already vested, and otherwise is amortized on a straight-line basis over the average 
period until the benefits become vested.

The retirement benefit obligation recognized in the balance sheet represents the present value of the 
defined benefit obligation as adjusted for unrecognized actuarial gains and losses and unrecognized past 
service cost, and as reduced by the fair value of plan assets. Any asset resulting from this calculation is 
limited to unrecognized actuarial losses and past service cost, plus the present value of available refunds 
and reductions in future contributions to the plan.

Other long-term employee benefits
These benefits are accounted for on the same basis as post-employment benefits except that all actuarial 
gains and losses are recognized immediately and no “corridor” is applied and all past service cost is 
recognized immediately.

Termination benefits
Termination benefits are payable when employment is terminated before the normal retirement date, or 
when an employee accepts voluntary redundancy in exchange for these benefits. The Group recognizes 
termination benefits when it is demonstrably committed to either: terminating the employment of current 
employees according to a detailed formal plan without possibility of withdrawal; or providing termination 
benefits as a result of an offer made to encourage voluntary redundancy. Benefits falling due more than 
12 months after balance sheet date are discounted to present value.
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Profit-sharing and bonus plans
The Group recognizes a liability and an expense for bonuses and profit-sharing, based on a formula that 
takes into consideration the profit attributable to the company’s shareholders after certain adjustments. 
The Group recognizes a provision where contractually obliged or where there is a past practice that has 
created a constructive obligation.

Employee stock option plans
The Group operates several equity-settled share-based compensation plans. In accordance with IFRS 
1, IFRS 2 Share-based Payment has been applied to all equity instruments granted after 7 November 
2002 that were unvested as of 1 January 2005.

The fair value of the employee services received in exchange for the grant of the options is recognized 
as an expense. The total amount to be expensed over the vesting period is determined by reference to 
the fair value of the options granted. Non-market vesting conditions are included in assumptions about 
the number of options that are expected to become exercisable. At each balance sheet date, the entity 
revizes its estimates of the number of options that are expected to become exercisable. It recognizes 
the impact of the revision of original estimates, if any, in the income statement, and a corresponding 
adjustment to equity over the remaining vesting period.

The proceeds received net of any directly attributable transaction costs are credited to share capital 
(nominal value) and share premium when the options are exercized.

FINANCIAL RISK FACTORS

The financial risk of the Group is limited. However, fluctuations in foreign currency exchange rates on sales 
and purchases, inter-company loans and interest rate variances are inherent risks in the performance 
of the business. For 2008, the fluctuation in the Norwegian Kronor (NOK) has given rise to important 
exchange rate gains. Group entities seek to minimize potential adverse effects of these financial risks 
on the financial performance from their local businesses. Given the Group’s significant borrowing and its 
current financial position, the Group’s interest charges are important and increasing.

Financial risk management objectives
The Group’s Corporate Treasury function provides services to the business, co-ordinates access to 
domestic and international financial markets, monitors the financial risks relating to the operations. 
These risks include market risk (including currency risk, fair value interest rate risk and price risk), credit 
risk, liquidity risk and cash flow interest rate risk.

The Group seeks to minimize the effects of these risks by using derivative financial instruments to hedge these 
risk exposures. The use of financial derivatives is governed by the Group’s policies approved by the board of 
directors, which provide written principles on foreign exchange risk, interest rate risk, credit risk, the use of 
financial derivatives and non-derivative financial instruments, and the investment of excess liquidity. 

Compliance with policies and exposure limits is reviewed by the internal auditors on a continuous basis. 
The Group does not enter into or trade in financial instruments, including derivative financial instruments, 
for speculative purposes. 



Foreign Exchange risks
Zenitel is exposed to fluctuations in exchange rates which may lead to profit or loss in currency 
transactions. As Zenitel has substantial activities in the United States, Norway and Asia changes in the 
exchange rate of the USD, the NOK and the SGD against the EUR may affect the Company's consolidated 
accounts. Moreover, the Group operates internationally and is exposed to foreign exchange risks as a 
result of the foreign currency transactions entered into by its different subsidiaries in currencies other 
than their functional currency, primarily with respect to USD, ANG, NOK, CZK, GBP, SGD, DKK, VEB, and 
SEK. Zenitel hedges the main currency transactions, within approved Group policy parameters. 

Transactional foreign currency risk
As much as foreign currency risk on borrowing is concerned, it is the Company’s policy to have debt in the 
subsidiaries as much as possible in the functional currency of the subsidiary. At the same time hedging 
is put in place for transactions other than the transactions in the functional currency, unless the cost to 
hedge outweighs the benefits. In 2008 and 2007 the number and value of unhedged transactions that 
were not in the functional currency of the subsidiaries is small. The transactional currency risk mainly 
arizes from the open foreign currency positions outstanding of group companies against respectively 
the Danish Krone, the Swedish Krone, the Norwegian Krone, the US Dollar and the Singaporean Dollar. 
On the basis of the average volatility during the last five years of these currencies against the Euro for 
respectively 2008 and 2007, we estimated the reasonably possible changes of exchange rate of these 
currencies as follows:

1 Euro 
equals

Closing 
rate 31 Dec 

2008

Possible 
volatility of 
rates in %

Rates used 
for the 

sensitivity 
analysis

Closing 
rate 31 Dec 

2007

Possible 
volatility of 
rates in %

Rates used 
for the 

sensitivity 
analysis

2008 2007

NOK 9.93 2.6% 9.67 - 10.19 7.98 2.4% 7.78 - 8.17

USD 1.41 6.6% 1.32 - 1.50 1.47 5.7% 1.39 - 1.56

SEC 10.99 1.7% 10.80 - 11.17 9.44 1.1% 9.33 - 9.54

SGD 2.03 2.6% 1.98 - 2.09 2.13 2.8% 2.07 - 2.19

DKK 7.45 0.1% 7.44 - 1.06 7.46 0.1% 7.45 - 7.47

If the above-indicated currencies had weakened/strengthened during 2008 by the above estimated 
changes against the Euro, with all of the other variable held constant, the 2008 and 2007 net result 
would not have been significantly affected (less than EUR 50 K). Neither would there have been a material 
impact on other components of equity both in 2008 and 2007.
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Translational foreign currency risk
Around 68% (2007: 59%) of Zenitel’s revenue is generated by subsidiaries, of which the activities are 
conducted in a currency other than the Euro. A currency translation risk arizes when the financial data of 
these foreign operations are converted in Zenitel’s presentation currency, the Euro.

The foreign currencies in which the main Zenitel subsidiaries operate are the Norwegian Krone, the 
Swedish Krone, the Danish Krone, the U.S. Dollar, the Singaporean Dollar and the Antillean Guilder. On 
the basis of the average volatility during the last five years of these currencies against the Euro for 
respectively 2008 and 2007, we estimated the reasonably possible change of the exchange rate of these 
currencies against the Euro as follows:

1 Euro equals Closing rate 
31 Dec

Average rate Possible vola-
tility of rates 

in %

Rates as used in the sensitivity 
analysis

Possible  
closing rate

Possible  
average rate

2008

Norwegian Krone 9.93 8.31 2.58% 9.67 - 10.19 8.10 - 8.53

Swedish Krone 10.99 9.68 1.71% 10.80 - 11.17 9.51 - 9.85

Danish Krone 7.45 7.46 0.10% 7.44 - 7.46 7.45 - 7.46

American Dollar 1.41 1.48 6.55% 1.32 - 1.50 1.38 - 1.58

Singaporean Dollar 2.03 2.08 2.58% 1.98 - 2.09 2.03 - 2.14

Antillian Guilder 2.54 2.66 6.75% 2.37 - 2.71 2.48 - 2.84

Czech Krone NA NA NA NA - NA NA - NA

2007

Norwegian Krone 7.98 8.00 2.42% 7.78 - 8.17 7.81 - 8.20

Swedisch Krone 9.44 9.26 1.08% 9.33 - 9.54 9.16 - 9.36

Danish Krone 7.46 7.45 0.13% 7.45 - 7.47 7.44 - 7.46

American Dollar 1.47 1.38 5.66% 1.39 - 1.56 1.30 - 1.46

Singaporean Dollar 2.13 2.07 2.76% 2.07 - 2.19 2.01 - 2.13

Antillian Guilder 2.65 2.48 5.83% 2.50 - 2.81 2.34 - 2.63

Czech Krone 28.05 8.00 5.35% 26.54 - 29.55 7.57 - 8.43

If the Euro had weakened/strengthened during 2008 and 2007 by the above estimated possible changes, 
against the above listed currencies with all other variables held constant, the 2008 profit would have 
been EUR 0.06 million or 0.4% of net income higher/lower (2007: EUR 0.04 million or 0.4% of net 
income) while the translation reserves in equity would have been EUR 0.4 million or 4.9% of total equity 
higher/lower (2007: EUR 0.3 million or 1.3% of total equity).



Credit risks
Credit risk encompasses all forms of counterparty exposure, i.e. where counterparties may default on 
their obligations to Zenitel in relation to lending, hedging and other financial activities. The Company 
has policies in place to monitor and control counterparty credit risk.

Zenitel mitigates its exposure to counterparty credit risk through counterparty credit guidelines, 
diversification of counterparties, working within agreed counterparty limits and through setting limits 
on the maturity of financial assets. For major projects the intervention of credit insurance companies or 
similar organizations is requested. The credit risk on liquid funds is limited because the counterparties 
are banks with high credit-ratings assigned by international credit-rating agencies. 

The Group has no significant concentration of credit risk. An ageing analysis of the curent trade and other 
receivables is included in note 24.

The Group considers its maximum exposure to credit risk to be as follows: 

(millions of Euro) 31 Dec 2008 31 Dec 2007

Finance lease receivables 1.0 1.1

Other financial assets 0.1 0.2 

Trade and other receivables 23.0 25.3

Bank deposits 0.4 4.3

24.4 30.9

The majority of the Group’s receivables are due within 90 days and largely comprise receivables from 
consumers and business customers.
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Liquidity risks
Liquidity risk is linked to the evolution of our current assets and current liabilities. The Group monitors the 
changes in these current assets and liabilities through regular monitoring and ratio-calculation. In order 
to increase the flexibility in funding, the Group is continuously aiming to increase the available committed 
credit lines. Further information on the existing lines is given in note 27.

The following table sets forth details of the remaining contractual maturities of financial liabilities as at 
31 December, 2008 and 2007.

Millions of Euro Total Payment due 
within one year 

or less

Payment due later 
than one year but 
not later than 5 

years

Payment due later 
than 5 years

31 December 2008

Bank overdrafts 2.2 2.2 0.0 0.0

Trade payables 17.6 17.6 0.0 0.0

Bank borrowings(1) 14.7 4.9 7.6 2.2

Shareholders’ loans 1.5 1.5 0.0 0.0

Finance lease 
liabilities(1) 4.8 0.5 2.1 2.1

Total 40.8 26.7 9.8 4.3

31 December 2007

Bank overdrafts 0.8 0.8 0.0 0.0

Trade payables 19.2 19.2 0.0 0.0

Bank borrowings(1) 13.2 2.8 7.3 3.1

Shareholders’ loans 0.0 0.0 0.0 0.0

Finance lease 
liabilities(1) 5.3 0.5 2.1 2.7

Total 38.5 23.3 9.4 5.8



Interest rate risks
The Group is exposed to interest rate risk as entities in the Group borrow funds at both fixed and floating 
interest rates. The risk is managed by the Group by maintaining an appropriate mix between mixed and 
floating rate borrowings. As per year end 2008 and 2007, the Group has no interest rate swap contracts 
or forward interest rate contracts. The following table sets forth details of the remaining outstanding debt 
as per year end, with their corresponding average interest rates.

Millions of Euro Outstanding debt 
31 December

Interest charge Average interest 
rate
in %

Possible volatility 
of rate
in %

2008

Bank overdrafts 2.2 1.2 7.14% 4.7

Bank borrowings(1) 12.3 0.8 7.08% 4.7

Shareholders' loans 1.5 0.0 5.60% 4.7

Finance lease 
liabilities(1) 3.6 0.3 6.96% Fixed rate

Other financial  
liabilities NA NA NA NA

Total 19.6 2.3

2007

Bank overdrafts 0.9 0.3 8.3% 5.4

Bank borrowings(1) 10.6 0.7 7.4% 5.4

Shareholders' loans 0.0 0.1 5.8% 5.4

Finance lease 
liabilities(1) 3.9 0.3 7.0% Fixed rate

Other financial liabilities NA NA NA NA

Total 15.3 1.4

Interest rate sensitivity
The Group’s sensitivity to interest rates is mainly determined by the floating rate on both the short term 
bank borrowings and the shareholder loans, on which variable interest rates are applicable. 

When we apply the reasonably possible increase/decrease in the market interest rate (volatilities as 
indicated in the table above), with all other variables held constant, 2008 net result would have been 
EUR 0.06 million lower/higher (2007: EUR 0.04 million lower/higher). The impact on interest income on 
interest bearing financial assets (such as finance lease receivables and cash deposits)  was not included 
in this calculation as this impact is limited. 

The estimated volatilities in 2008 and 2007 as indicated in the table above are based on average 
deviations of the interest rate during the respective years. 

Equity risk
The company holds investments in TetraNet Denmark (0.6%) and Bejing Nera Stentofon Comm. Equipment 
(China) (14%). Please refer to note 21 of these financial statements. All equity instruments are at costs 
minus impairments. Please refer to note 21 of these financial statements.

Including  (1)
future  

undiscounted 
interest  

payments.
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CRITICAL JUDGMENTS IN APPLYING THE ENTITY’S ACCOUNTING 
POLICIES AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are described in this section, management 
is required to make judgements, estimates and assumptions about the carrying amounts of assets and 
liabilities that are not readily apparent from other sources. The estimates and associated assumptions 
are based on historical experience and other factors that are considered to be relevant. Actual results 
may differ from these estimates. 

The estimates and underlying assumptions are reviewed on an ongoing basis, especially given the 
current economic and financial market crisis, and given the Group’s current financial position. Revisions 
to accounting estimates are recognized in the period in which the estimate is revised if the revision 
affects only that period, or in the period of the revision and future periods if the revision affects both 
current and future periods. 

The following are the critical judgements that management has made in the process of applying the 
entity’s accounting policies and that have the most significant effects on the amounts recognized in the 
financial statements.

Impairment of goodwill
Goodwill arising from acquisitions represents the excess of the cost of the acquisition over the fair value 
of the net identifiable assets of the acquired subsidiary at the date of acquisition. In accordance with 
IFRS 3, goodwill arising on consolidation is tested annually for impairment or more frequent if there are 
indications that the goodwill might be impaired, in accordance with IAS 36, Impairment of Assets.  This 
standard also requires that the goodwill should, from the acquisition date, be allocated to each of the 
cash generating units (CGU’s) or groups of cash generating units that are expected to benefit from the 
synergies of the business combination.

The CGU’s to which goodwill has been allocated were tested for impairment at the balance sheet date by 
comparing the carrying amount of the unit with the recoverable amount (higher of its fair value less cost 
to sell and its value in use).

In application of the value-in-use method, Zenitel management prepared cash flow forecasts for the 
CGU or group of CGU’s, where the CGU’s are considered to be the Company’s legal entities or business 
unit. The key assumptions included in the value in use calculation comprise the discount factor and the 
projected future net cash flows on products and services. The post tax discount rate applied to cash flow 
projections is the weighted average cost of capital (WACC) of 10.3% for all CGU’s, given their ability to 
show positive results and stable revenues.

The components for the determination of the WACC are based on sector-specific parameters received 
from various banks and analysts and taking into account the financial position of Zenitel and historical 
performance of the individual CGU. 

Per December 2008, and given the disappointing results in the System Integration business in 2008, 
in especially Belgium and The Netherlands, the remaining goodwill for these CGU’s has been 100% 
impaired. This implies that only two CGU’s remain in goodwill, being Intercom and Finland.  



The numbers used in the cash flow projection, relate to the 2009 budgets which have been submitted 
by management to the Board. 

As from 2010, the following growth rates have been used:

CGU1: Intercom – 2010: 16% - 2011: 5% - 2012: 4% - 2013 and beyond: sales growth 2.2% ��

and equal to inflation

CGU2: Finland – 2010: 0% - 2011 and beyond: sales growth 2.2% and equal to inflation��

Sensitivity analysis shows that  the following sales growth rates would necessitate goodwill impairments: 

CGU1: Intercom - 0% sales growth as from 2009��

CGU2: Finland -4% sales growth as from 2009��

CGU1 requires a WACC exceeding 71% and CGU2 requires a WACC exceeding 105%, before a ��

goodwill is impaired.

Management determined these assumptions based on past performance and its expectations with 
respect on the market development.

The Company can not predict whether an event that triggers impairment will occur, when it will occur or 
how it will affect the asset values reported. Zenitel believes that all of its estimates are reasonable: they 
are consistent with the internal reporting and reflect management’s best estimates. However, inherent 
uncertainties exist that management may not be able to control. While a change in estimates used 
could have a material impact on the calculation of the fair values and trigger an impairment charge, the 
Company is not aware of any reasonably possible change in key assumptions used that would cause a 
business unit’s carrying amount to exceed it’s recoverable amount.

Contingencies
Critical judgement was applied in evaluating and determining the contingent assets and liabilities as 
further disclosed in note 31.

Going concern
The statutory balance sheet as per 31 December 2008 shows a loss carried forward of EUR 48.2 million. 
Nevertheless, the board of directors is of the opinion that the application of the existing valuation rules, 
under going concern is still justified. Please refer to the Report of the Board included in the Annual Report 
2008 Editorial Section.
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1. Revenue

Year ended 31 December

(Thousands of EUR) 2008 2007

Revenue from the sale of goods 64,665 65,142

Revenue from the rendering of services 27,501 30,122

Total revenue    92,166 95,264

In the table above, the goods that are part of an entire system integration project have been included as  
service revenues, as these goods are part of an entire solution sold by the Company. 

Included in the total revenues in the table above are the revenues of Zenitel Colsys s.r.o sold in March 
2007.  Its share of revenue included in the above presented figures is as follows: 

(Thousands of EUR) 2008 2007

Revenue from the sale of goods - 2,576

Revenue from the rendering of services - -

Revenue from discontinued operations 0 2,576



2. Operating segments

Zenitel early adopted IFRS 8 in 2006, adopting its segment reporting to the management reporting of the 
Zenitel Group at that time. Until 31 December 2007, management, reporting and decisions were made 
on a regional level. Since 1 January 2008 the Company has slightly shifted its market and management 
approach, in order to be able to better respond to market needs.

A focus has been created around the development and marketing of own products, mainly the intercom 
product, in the key offering Secure Communication Systems. System integration and 3rd party product 
distribution (such as sales of radios (PMR), accessories, ruggedized PC’s) have been combined, and 
are jointly called System Integration. Promoting networks to customers requires a different marketing 
strategy. For this purpose the networks business has been managed separately since 1 January 2008.

Until the end of 2007, Zenitel’s management structure and reporting was based on three regions: NAUI, 
Europe 1 and Europe 2, with the following countries, in each region:

NAUI:  Norway, Sweden, Finland, Singapore, USA and Italy��

Europe 1:  The Netherlands, Caribbean, Denmark, (Czech Repulic)��

Europe 2:  Belgium, France��

These were the segments that were reported on in the Annual Financial Statements of 2007 and 2006.  
The principal products and services and the location of the servicing group subsidiaries of each of these 
divisions were as follows:

Segment Products and services Location of servicing subsidiaries

Europe 1: Mainly networks and system integration The Netherlands, Caribbean, Denmark, (Czech 
Republic), (UK)

Europe 2: Mainly system integration Belgium, France

NAUI: Mainly own products  
(Intercom/Tetra repeaters)

Norway, Sweden, Finland, Singapore, USA, Italy

From 2008 the management structure and reporting is organized per key offering and consequently 
Zenitel has included the following segments in its segment reporting in the Financial Statements of 
2008: Secure Communication Systems, Networks and System Integration. Earnings are allocated to each 
segment based on management’s primary business focus of each legal entity of the Zenitel Group. The 
2007 comparative figures in this note to the consolidated financial statements have been updated to 
represent the new segment reporting structure.

Segment Products and services Location of servicing subsidiaries

Secure 
Communication 
Systems

Mainly own products  
(Intercom/Tetra repeaters)

Norway, Sweden, Finland, Singapore, USA, Italy

System Integration Mainly system integration and third party 
product distribution

Belgium, Denmark, France, The Netherlands.

Networks Mainly networks Belgium, Caribbean, The Netherlands
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Revenues from external customers attributed to

Year ended 31 December

(Thousands of EUR) 2008 2007

Belgium (Country of domicile) 14,241 15,706

Norway 30,811 29,510

Netherlands 6,547 8,887

Singapore 11,042 6,871

(Czech Republic) - 2,575

Other foreign countries 29,526 31,715

92,166 95,264

The following table gives an overview of the non current assets that are located in the entity's country 
of domicile and in other foreign countries. Non current assets located in individual countries have only 
been disclosed if considered material. 

Non current assets, located in

Year ended 31 December

(Thousands of EUR) 2008 2007

Belgium (Country of domicile) 8,374 12,979

Caribbean 4,713 4,970

Netherlands 3,965 4,214

Norway 5,842 6,285

Other foreign countries 2,159 2,096

25,053 30,544

For further information about geographical areas, we refer to note 2.d below.

No customer accounts for 5% or more of the Group’s total net sales and trade accounts receivable. The 
largest customers accounts for approximately 4.2%, 2.3% and 1.6% respectively of Group net sales in 
2008. The highest amounts of trade accounts receivable outstanding are approximately 4.9%, 4.6% and 
3.5% respectively of the Group’s accounts receivable at 31 December 2008.



2.a Segment revenue and segment result

Segment revenue Recurrent EBITDA(1) Segment result

(Thousands of EUR) Year ended 31 December

2008 2007 2008 2007 2008 2007

System Integration 32,477 39,217 -3,983 -709 -10,180 -7,651

Networks 3,944 6,595 -343 -22 -2,091 -3,704

Secure Communication Systems 55,745 49,452 4,251 3,005 2,678 3,993

92,166 95,264 -75 2,274 -9,593 -7,362

Unallocated operating expenses -3,385 -3,284

Operating profit / (Loss) -12,978 -10,646

Financial results -176 -1,653

Loss before tax -13,154 -12,299

Income tax expense -335 -166

Net loss for the year -13,489 -12,465

Revenue reported above represents revenue from external customers. Inter segment sales amounted to 
EUR 4,170K (2007: EUR 3,204K).

The unallocated operating expenses in 2008 consist of the costs included in the support center Zenitel 
NV (holding costs). These costs relate to the operating expenses for corporate marketing, product 
management, product development for the different product lines of Zenitel and relate to the other holding 
costs, such as publications, stock exchange, controlling and general management together with EUR 0.3 
million depreciation and amortization costs. As a result of the changed segment reporting as from 2008, 
the Norwegian service center became part of the Secure Communication Segment, while in the segment 
reporting as included in the notes to the 2007 consolidated financial statements, the Norwegian service 
center was included in the unallocated operating expenses.

Please also refer to the report of the Board for recurrent EBIT figures per region.

2.b Segment assets and segment liabilities

Assets Liabilities

(Thousands of EUR) Year ended December 31

2008 2007 2008 2007

System Integration 20,006 29,360 23,839 23,176

Networks 11,151 10,214 8,475 7,808

Secure Communication Systems 31,054 33,280 13,736 16,505

Unallocated 7,323 11,273 15,452 12,505

Consolidated 69,535 84,127 61,501 59,994

Non GAAP:  (1)
Recurrent 

earnings before 
interest 

and taxes, 
depreciations and 

amortizations
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Unallocated assets mainly relate to the leased head office building (EUR 5.8 million - 2007:EUR 5.9 million), 
cash deposits (EUR 0.2 million - 2007:EUR 3.1 million) and other intangible assets (EUR 0.2 million - 
2007: EUR 0.7 million). 

Unallocated liabilities consist mainly of the Group borrowings contracted by Zenitel NV (refer to note 27).

2.c Other segment information

Depreciation, 
amortization and goodwill impair-

ment

Additions to  
non-current assets

(Thousands of EUR) Year ended 31 December

2008 2007 2008 2007

System Integration 3,364 347 425 719

Networks 1,443 1,381 1,511 2,665

Secure Communication Systems 719 559 678 652

Unallocated 847 417 139 128

Consolidated 6,373 2,703 2,753 4,165

2.d Information on geographical regions

Revenue, assets and capital expenditures are attributed to geographic areas based on the location of the 
servicing company: Europe , North America and Other countries (the Dutch Antilles and Singapore).

Revenue from external customers Segment assets

(Thousands of EUR) Year ended 31 December

2008 2007 2008 2007

Europe 73,339 79,852 47,493 60,902

Northern America 3,853 4,522 1,069 1,508

Other countries 14,974 10,890 13,650 10,444

Unallocated 7,323 11,273

Consolidated 92,166 95,264 69,535 84,127



Additions to  
non-current assets

(Thousands of EUR) Year ended 31 December

2008 2007

Europe 1,961 2,821

Northern America 33 14

Other countries 620 1,202

Unallocated 139 128

Consolidated 2,753 4,165

3. Other gains and losses

(Thousands of EUR) Year ended 31 December

2008 2007

Rental income 190 157

Costs recovered from third parties 255 256

Reversal of old accruals for which legal claim period has expired 433 -

Others 52 45

Total other operating income 930 458

4. Raw materials and consumables used

(Thousands of EUR) Year ended 31 December

2008 2007

Supplies 42,622 46,449

Subcontractors 1,548 2,045

Changes in inventories of finished goods and work in progress 300 -2,212

Other 2,677 682

Total raw materials and consumables used 47,147 46,964
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5. Employee benefits expense

(Thousands of EUR) Year ended 31 December

2008 2007

Wages and salaries 25,751 26,654

Social security costs 4,512 5,062

Reorganization expenses 1,378 4,060

Other employee benefits 1,197 1,022

Short term employee benefits 32,838 36,798

Termination benefits 406 1,164

Pension costs - defined contribution plans 695 959

Pension costs - defined benefit plans 831 908

Pension costs 1,526 1,867

Share based compensation 3 27

Total employee benefits expense 34,773 39,856

Average number of employees 461 483

Workers - -

Employees 443 464

Management 18 19

Total reorganization costs in 2008 amounted to EUR 2.1 million of which EUR 1.8 is included in the 
Employee benefits expenses and EUR 0.3 million is included in Consulting expenses. EUR 0.4 million 
of these reorganization Employee benefits expenses were already paid in 2008 and are shown in the 
termination benefits line of the table above.  All of the reorganization Consulting expenses were already 
paid in 2008. We refer to note 29 Provisions of these financial statements for more details on the 
reorganization provision.

In 2007 reorganization costs amounted to EUR 5.4 million, of which EUR 5.2 million was included in the 
Employee benefits expenses and EUR 0.2 million in the Other expenses.



6. Facility expenses

(Thousands of EUR) Year ended 31 December

2008 2007

Housing costs (rent & utilities) 2,828 3,020

Telecom expenses 871 865

Insurances 444 440

Other facility costs 1,967 1,930

Total facility expenses 6,110 6,255

7. Other expenses

(Thousands of EUR) Year ended 31 December

Notes 2008 2007

Advertising, publicity and fairs 786 864

Travel & related costs 1,912 2,060

Car expenses 2,024 1,795

Costs related to old projects 766 1,027

Other -92 37

Changes of sundry provisions - 241

Loss on disposal of interest in an affiliated company 14 - 392

Total other expenses 5,396 6,416

In 2007  EUR 0.2 million restructuring expenses were included in the changes of sundry provisions line in 
the table above and this resulted in an increase of the Other provisions by EUR 0.2 million in 2007.

8. Research & development costs

(Thousands of EUR) Year ended 31 December

2008 2007

Research and development costs 1,697 1,631
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Whereof EUR 1,592K  (EUR 1,529K in 2007) were included in the Employee benefits expense (Wages 
and salaries).

Besides these expensed Research & Development costs, EUR 619K was capitalized in 2008 (EUR 781K 
in 2007).

9. Finance income

(Thousands of EUR) Year ended 31 December

2008 2007

Interest on bank accounts 388 147

Interest on financial leases 47 64

Other (aggregate of immaterial items) 7 50

Total finance income 443 261

10. Finance costs

(Thousands of EUR) Year ended 31 December

2008 2007

Interest on bank overdrafts and loans 2,041 1,068

Interest on obligations under finance lease 263 278

Other financial charges 236 475

Total finance costs 2,539 1,821

The weighted average interest rate on funds borrowed generally is 8.3% per annum (2007: 8.2% 
per annum). 

11. Net foreign exchange gains / (losses)

(Thousands of EUR) Year ended 31 December

2008 2007

Foreign exchange rates losses -523 -211

     Fair value adjustments on financial instruments(1) -19 -

     Other (both realized and unrealized) -504 -211

Foreign exchange rate gains 2,444 118

     Fair value adjustments on financial instruments(1) - 18

     Other (both realized and unrealized) 2,444 100

Net foreign exchange gains / (losses) 1,921 -93

Fair value  (1)
adjustments 

relate to a 
forward exchange 

contract. Please 
refer to note 30



12. Income taxes

(Thousands of EUR) Year ended 31 December

Notes 2008 2007

Current tax expense / (income) 328 156

Adjustments recognized in the current year in relation to current tax of 
prior years - -

Deferred tax expense/(income) relating to the origination and reversal 
of temporary differences 19 7 10

Effect of changes in tax rates and laws - -

Write-downs (reversals of previous write-downs) of deferred tax assets - -

Total income tax expense/(income) 335 166

The tax on the Group’s profit before tax differs from the theoretical amount that would arise using the 
tax rate of the home country as follows:

2008 2007

Loss  before tax -13,154 -12,299

Tax calculated at tax rate of 33.99% -4,471 -4,180

Effects of:

- Different tax rates in other countries -214 -80

- Income not subject to tax -312 -213

- Expenses not deductible for tax purposes 1,457 891

- Utilization of previously unrecognized tax losses -1,148 -886

- Write-downs of previously recognized tax losses 952 -

- Reversal of previous write-downs of tax assets as tax losses -963 -

- Unrecognized tax losses of the current year 5,034 4,634

Total income tax expense/(income) 335 166
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13. Earnings per share

Basic earnings per share
Basic earnings per share are calculated by dividing the net result attributable to shareholders by the 
weighted average number of ordinary shares issued during the year, excluding ordinary shares purchased 
by the Company, held as treasury shares.

(Thousands of EUR) Year ended 31 December

2008 2007

Basic earnings per share -0.82 -0.89

The earnings and weighted average number of ordinary shares used in the calculation of basic earnings 
per share are as follows:

Net profit/(loss) attributable to shareholders (thousands of EUR) -13,489 -12,465

Weighted average number of ordinary shares for the purposes of basic 
earnings per share (all measures) - See note 33 16,441,309 13,984,058

Diluted earnings per share
For the calculation of the diluted earnings per share, the weighted average number of ordinary shares 
issued is adjusted to assume conversion of all dilutive potential ordinary shares. The Company has 
one category of dilutive potential ordinary shares: warrants. For these warrants, a calculation is done 
to determine the number of shares that could have been acquired at market price (the latter being 
determined as the average annual share price of the Company’s shares) based on the monetary value of 
the subscription rights attached to outstanding warrants to determine the ‘bonus’ element; the ‘bonus’ 
shares are added to the ordinary shares in issue. No adjustment is made to net profit.

(Thousands of EUR) Year ended 31 December

2008 2007

Weighted average number of ordinary shares for the purposes of basic 
earnings per share (all measures) - See note 33 16,441,309 13,984,058

Adjustments for warrants - -

Weighted average number of ordinary shares for diluted earnings per share 16,441,309 13,984,058

Diluted earnings per share -0.82 -0.89

For 2008 and 2007, no dilutive effect because the warrants are out-of-money.



14. Acquisitions & Divestments

Acquisitions
None

Divestments
Disposal in 2007 of Zenitel Colsys s.r.o.
On April 23, 2007, Zenitel Norway ASA, a subsidiary of Zenitel NV, sold Zenitel Colsys s.r.o. to BE Colsys 
a.s., a company which is mainly owned by industrial investors in the Czech Republic. The divestment of 
Zenitel Colsys s.r.o. occurred in line with the Group strategy, to focus on Secure Communication Systems 
and Services. The transaction price amounted to CZK 80.4 million (approximately EUR 2.8 million). The 
transaction resulted in a transaction loss of approximately EUR 0.4 million.

Details of this disposal are as follows: 

Book value of net assets sold Colsys  s.r.o.

(Thousands of EUR)

Current assets 31 March 2007

Cash and cash equivalents 704

Trade receivables 2,681

Other receivables 542

Inventories 214

Non-current assets

Property, plant and equipment 1,071

Intangible assets 53

Goodwill on consolidation 919

Other non-current assets 144

Current liabilities

Payables 2,471

Borrowings 377

Non-current liabilities

Borrowings

Deferred tax liabilities 23

Net assets disposed of 3,457

Realized translation difference -308

Net consideration -2,757

Loss on disposal -392

Total 0
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Consideration Colsys  s.r.o.

31 March 2007

Consideration paid in cash and cash equivalents 2,757

Deferred sales proceeds -

Total consideration 2,757

Net cash inflow on disposal Colsys  s.r.o.

Consideration paid in cash and cash equivalents 2,757

Less cash, cash equivalent and borrowing balances disposed of -327

Net cash inflow on disposal 2,430

Individual Income statement and cash flow of Colsys s.r.o., as included in the 
Group’s consolidated financial statements of 2007 

Colsys  s.r.o.

January to March 2007

Revenue  2,201

Change in the value of contracts in progress ( increase / (decrease) ) 375

Other operating income 4

Total revenues  2,580

Total operating expenses including finance costs -2,530

Profit before tax 50

Attributable income tax expenses -

Profit/(loss) of the period 50

Net cash flow from operating activities 302

Net cash flow from investing activities -31

Net cash flow from financing activities -8

Foreign currency translation difference -

Net cash flow of the period 263



15. Property, plant and equipment
Land & build-

ings
Installations & 

machinery
Furniture, fix-

tures & vehicles
Other tangible 

assets
Total

(Thousands of EUR)

Cost or valuation

Balance as at 1 January 2007 7,202 4,142 5,950 10,489 27,783

Additions - 186 246 2,840 3,272

Disposals - -4 -28 -97 -129

Transfer from one heading to 
another -423 5 344 74 -

Net foreign currency exchange 
differences - 20 -50 -708 -738

Balance as at 1 January 2008 6,779 4,349 6,462 12,598 30,188

Additions - 203 162 1,616 1,981

Disposals - -1 -74 -123 -198

Transfer from one heading to 
another - - - - -

Net foreign currency exchange 
differences 3 -406 -380 225 -558

Balance as at 31 December 2008 6,782 4,145 6,170 14,316 31,413

Accumulated depreciation  
and impairment

Balance as at 1 January 2007 -892 -3,673 -5,007 -2,613 -12,185

Depreciation expense -136 -252 -329 -1,393 -2,110

Eliminated on disposals of assets - - 28 94 122

Transferred from one heading to 
another 192 -7 -192 7 -

Acquisition through business 
combination - - - - -

Net foreign currency exchange 
differences - -20 9 179 168

Balance as at 1 January 2008 -836 -3,952 -5,491 -3,726 -14,005

Depreciation expense -136 -171 -343 -1,497 -2,147

Eliminated on disposals of assets - 9 63 21 93

Transferred from one heading to 
another - - - - -

Net foreign currency exchange 
differences -3 407 383 -45 742

Balance as at 31 December 2008 -975 -3,707 -5,388 -5,247 -15,317

Carrying amount 

As at 31 December 2007 5,943 397 971 8,872 16,183

As at 31 December 2008 5,807 438 782 9,069 16,096

As of December 31, 2008, the carrying amount of fixed assets held under finance leases amounted to 
EUR 5.8 million (EUR 5.9 million  as of 31 December 2007). This mainly relates to the head office building 
in Zellik. 
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16. Goodwill

(Thousands of EUR) Year ended 31 December

Cost 2008 2007

Balance at beginning of year 64,839 64,988

Derecognized on disposal of a subsidiary - -940

Effect of foreign currency exchange differences -11,404 791

Balance at end of year 53,435 64,839

Accumulated impairment losses

Balance at beginning of year -57,116 -56,433

Derecognized on disposal of a subsidiary - 40

Impairment losses recognized in the year -3,510 -

Effect of foreign currency exchange differences 10,663 -723

Balance at end of year -49,963 -57,116

Carrying amount

At the beginning of the year 7,723 8,555

At the end of the year 3,472 7,723

Which is allocated as follows:

Zenitel Finland Oy 181 181

Zenitel Netherlands B.V. - 320

Zenitel Belgium N.V. - 3,189

Intercom: Zenitel Norway ASA, Zenitel Marine Sweden A.B., Zenitel CSS France 
S.A., Zenitel Italy, Zenitel USA Inc, Zenitel Singapore Ltd 3,291 4,033

Total 3,472 7,723

Goodwill arising from acquisitions represents the excess of the cost of the acquisition over the fair value 
of the net identifiable assets of the acquired subsidiary at the date of acquisition. In accordance with 
IFRS 3, goodwill arising on consolidation is tested annually for impairment or more frequent if there are 
indications that the goodwill might be impaired, in accordance with IAS 36, Impairment of Assets.

This standard also requires that the goodwill should, from the acquisition date, be allocated to each of 
the cash generating units (CGU’s) or groups of cash generating units that are expected to benefit from the 
synergies of the business combination.The CGU’s to which goodwill has been allocated were tested for 
impairment at the balance sheet date by comparing the carrying amount of the unit with the recoverable 
amount (higher of its fair value less cost to sell and its value in use).

In application of the value-in-use method, Zenitel management prepared cash flow forecasts for the 
CGU or group of CGU’s, where the CGU’s are considered to be the Company’s legal entities or business 
unit.The key assumptions included in the value in use calculation comprise the discount factor and the 



projected future net cash flows on products and services. The (post-tax) discount rate applied to cash 
flow projections is the weighted average cost of capital (WACC) of 10.3% for all CGU’s, given their ability 
to show positive results and stable revenues.

The components for the determination of the WACC are based on sector-specific parameters received 
from various banks and analysts and taking into account the financial position of Zenitel and historical 
performance of the individual CGU.

Per December 2008, and given the disappointing results in the System Integration business in 2008, 
in especially Belgium and The Netherlands, the remaining goodwill for these CGU’s has been 100% 
impaired (EUR 3,510K, 2007: nil). This implies that only two CGU’s remain in goodwill, being Intercom 
and Finland. The numbers used in the cash flow projection, relate to the 2009 budgets which have been 
submitted by management to the Board.

As from 2010, the following growth rates have been used:

CGU1: Intercom – 2010: 16% - 2011: 5% - 2012: 4% - 2013 and beyond: sales growth 2.2% ��

and equal to inflation

CGU2: Finland – 2010 - 0% - 2011 and beyond: sales growth 2.2% and equal to inflation Sensitivity ��

analysis shows that the following sales growth rates would necessitate goodwill impairments

CGU1: Intercom - 0% sales growth as from 2009��

CGU2: Finland - -4% sales growth as from 2009��

CGU1 requires a WACC exceeding 71% and CGU2 requires a WACC exceeding 105%, before goodwill is 
impaired. Management determined these assumptions based on past performance and its expectations 
with respect on the market development.

The Company can not predict whether an event that triggers impairment will occur, when it will occur or 
how it will affect the asset values reported. Zenitel believes that all of its estimates are reasonable: they 
are consistent with the internal reporting and reflect management’s best estimates. However, inherent 
uncertainties exist that management may not be able to control. While a change in estimates used 
could have a material impact on the calculation of the fair values and trigger an impairment charge, the 
Company is not aware of any reasonably possible change in key assumptions used that would cause a 
business unit’s carrying amount to exceed it’s recoverable amount.
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17. Other intangible assets

Capitalized 
development

Software, 
licenses

Total

(Thousands of EUR)

Cost

Balance at 1 January 2007 1.637 2.113 3.750

- internally generated 1,165 1,165

- externally acquired 472 2,113 2,585

Additions (including internally generated) 781 72 853

Cancellations - - -

Transfer from one heading to another - - -

Net foreign currency exchange differences 32 -6 26

Balance at 1 January 2008 2,450 2,179 4,629

- internally generated 1,929 - 1,929

- externally acquired 521 - 521

Additions (including internally generated) 619 153 772

Cancellations - -58 -58

Transfer from one heading to another - - -

Net foreign currency exchange differences -468 -43 -511

Balance at 31 December 2008 2,601 2,231 4,832

- internally generated 1,998 1,998

- externally acquired 603 2,231 2,834

Accumulated amortization and impairment

Balance at 1 January 2007 -319 -1.774 -2.093

Amortization expense -313 -207 -520

Impairment charge - - -

Amortization cancelled (disposals) - - -

Transfer from one heading to another - - -

Net foreign currency exchange differences 4 4

Balance at 1 January 2008 -632 -1,977 -2,609

Amortization expense -565 -151 -716

Impairment charge - - -

Amortization cancelled (disposals) - 8 8

Transfer from one heading to another - - -

Net foreign currency exchange differences 182 32 214

Balance at 31 December 2008 -1,015 -2,088 -3,103

Carrying amount 

As at 31 December 2007 1,818 202 2,020

As at 31 December 2008 1,586 143 1,729

Capitalized development costs principally comprise internally generated expenditure on major projects 
where it is reasonably anticipated that the costs will generate future economic benefits.

The amortization expense has been included in the line item ‘Depreciation and amortization expense’ in 
the income statement.



18. Net impairment on current assets

(Thousands of EUR) Year ended 31 December

2008 2007

Impairment charge on inventories 1,048 603

Impairment charge on receivables 303 531

Reversal of impairment charge on inventories - -176

Reversal of impairment charge on receivables -31 -115

Total impairment on current assets 1,320 843

19. Deferred income taxes

Deferred income taxes are calculated in full on temporary differences under the liability method using 
a principal tax rate of 29.5% (2007: 31.5%). This percentage being the weighted average rate of the 
countries in which deferred taxes were recognized.

Deferred income tax assets are recognized for tax loss as carried forward to the extent that the realization 
of the related tax benefit through future taxable profits is probable. The long term business plan has served 
as input to determine the basis on which the amounts of deferred tax assets have been recognized.

The deferred income tax asset relates to a part of the tax losses carried forward of Zenitel Norway AS.

The movement on the deferred income tax account is as follows:

(Thousands of EUR) Year ended 31 December

At the beginning of the year Notes 2008 2007

- deferred tax liability - -

- deferred tax asset -2,377 -2,348

Exchange differences 427 -39

Income statement (credit)/charge 12 7 10

Other changes - -

At the end of the year -1,943 -2,377

Recognized in the balance sheet as

- deferred tax liability - -

- deferred tax asset -1,943 -2,377
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The movement in the deferred tax assets and liabilities (prior to offsetting balances within the same tax 
jurisdiction) during the period is as follows:

Deferred tax liabilities on net PBO 
assets

Accelerated tax 
depreciation

Provisions Leasing Goodwill Other Total

(Thousands of EUR)

At December 31 2006 204 109 0 226 1,457 43 2,039

Charged/(credited) to P/L -2 -96 - 9 - -31 -120

Other changes - - - -60 - -3 -63

Exchange differences -1 -1 - - -55 1 -56

At December 31 2007 201 12 0 175 1,402 10 1,800

Charged/(credited) to P/L -14 -4 - 9 -913 4 -918

Other changes - - - - - - 0

Exchange differences - - - - -95 1 -94

At December 31 2008 187 8 0 184 394 15 788

Deferred tax assets Net PBO 
liabilities

Impairments Tax losses Provisions Depreciation Other Total

(Thousands of EUR)

At December 31 2006 -129 -1,205 -2,803 -195 1 -33 -4,364

Charged/(credited) to P/L -24 776 -217 53 -453 -5 130

Other changes - 21 - 18 - - 39

Exchange differences -1 3 16 - -2 2 18

At December 31 2007 -154 -405 -3,004 -124 -454 -36 -4,177

Charged/(credited) to P/L -3 34 1,150 104 69 -429 925

Other changes - - - - - - 0

Exchange differences 31 64 326 7 78 15 521

At December 31 2008 -126 -307 -1,528 -13 -307 -450 -2,731

The EUR 1.2 million charge relates to: 1) tax losses incurred in 2008 relating to write-downs on previously 
recognized tax losses in Belgium and in The Netherlands for a total amount of EUR 0.9 million and  
2) a reversal of a previous write-down of EUR 0.9 million in Norway compensated by a charge of EUR 1.2 million 
following the utilization of tax losses in 2008 in Norway.



Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set 
off current tax assets against current tax liabilities and when the deferred income tax relate to the 
same fiscal authority. The following amounts, determined after  appropriate offsetting, are shown in the 
consolidated balance sheet:

(Thousands of EUR) Year ended 31 December

2008 2007

Deferred tax assets -1,943 -2,377

Deferred tax liabilities - -

-1,943 -2,377

For companies in the Group with tax losses carried forward, we examined the probability that future 
taxable profits would be available against which the unused tax loss credits would be utilized. Listed 
hereafter are the companies of the Group, with specification of the available losses carried forward, for 
which no deferred tax assets were set up.

Company 2008 2007

Zenitel Belgium 42,059 33,463

Zenitel NV 31,703 29,981

Zenitel Devlonics 16,579 16,561

Zenitel Caribbean 1,978 2,156

Zenitel Wireless France 5,565 2,745

Zenitel Radioteknik 1,589 1,966

Zenitel Finland 607 460

Zenitel Denmark 8,455 7,515

Zenitel Italy 258 0

Zenitel Netherlands(1) 23,361 21,100

MCCN NV 270 0

Zenitel Wireless Norway (Tetranor) 4,342 5,928

Zenitel CSS France 1,988 2,102

Zenitel Netherlands’  (1)
tax losses are  

expiring between 
2011 and 2017
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Unrecognized tax losses of the year relate to the following companies:

(Thousands of EUR) Year ended 31 December

Company 2008 2007

Zenitel Wireless France 2,820 -

Zenitel CSS France - -

Zenitel Denmark 940 362

Zenitel Caribbean - 503

Zenitel Netherlands 477 2,621

MCCN Belgium 270 177

Zenitel Devlonics 18 17

Zenitel Belgium 6,198 5,800

Zenitel Wireless Norway 190 -

Zenitel Norway AS - -

Zenitel Finland - -

Zenitel Radioteknik 336 377

Zenitel Colsys 147 -

MCCN BV 1,788 1,844

Zenitel USA - -

Zenitel Italy 258 295

Zenitel Marine Sweden - 96

Zenitel Finance Netherlands 4,057 242

Zenitel NV 1,722 1,301

19,221 13,635



20. Finance lease receivables

(Thousands of EUR) Year ended 31 December

2008 2007

Current finance lease receivables 358 379

Non-current finance lease 
receivables 596 730

Total finance lease receivables 954 1,109

Minimum lease payments Present value of minimum lease 
payments

(Thousands of EUR) Year ended 31 December

2008 2007 2008 2007

Gross receivables from finance leases:

Within one year 402 426 358 379

Later than 1 year and not later 
than 5 years 753 925 596 728

Later than 5 year - 4 - 2

1,155 1,355 954 1,109

Less unearned finance income -201 -246 n/a n/a

Present value of minimum lease 
payments 954 1,109 954 1,109

Allowance for uncollectible lease 
payments 0 0 0 0

954 1,109 954 1,109

Some Group companies, as lessors, are leasing installations with a minimal duration of 60 months, with 
a tacit renewal of 12 months at the end of the initial period. At the inception of the contract, the net 
present value of the future minimal lease payments’ receivable is at least 100% of the fair value of the 
leased asset. In case of anticipated interruption before the end of the contractual duration, a penalty is 
due equalling 50% of the residual payments’ receivable.

Unguaranteed residual values of assets leased under finance leases at balance sheet date are estimated 
to be nihil (2007: nihil).

The interest rate inherent in the leases is fixed at the contract date for the entire lease term. The average 
effective interest rate contracted is 6% (2007: 6%).
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21. Other financial assets

(Thousands of EUR) Year ended 31 December

2008 2007

Available for sale investments 277 317

Long term guarantee paid in cash 224 328

Others 100 168

Total other financial assets 601 813

Available for sale investments 2008 2007

At the beginning of the year 317 301

Acquisition - 13

Disposals - -

Net foreign currency exchange differences -40 3

At the end of the year 277 317

The breakdown of the outstanding balance is as follows: 2008 2007

TetraNet (Denmark): 116 116

Bejing Nera Stentofon Comm. Equipment (China): 161 197

Other (Norway) - 4

277 317

The available-for-sale investments are accounted at cost minus impairments At the end of 2008, no 
objective evidence indicates that the Other financial assets need to be impaired.

22. Inventories

(Thousands of EUR) Year ended 31 December

2008 2007

Raw material 1,131 2,152

Goods purchased for resale 9,991 10,280

Total inventories 11,122 12,432

Total inventory write offs amounted to EUR 1,048K  in 2008 (EUR 603K  in 2007) and EUR 0 K  inventory 
write offs were reversed in 2008 (EUR 176K  in 2007).



23. Contracts in progress

(Thousands of EUR) Year ended 31 December

2008 2007

At the beginning of the year 7,789 6,514

Contract costs incurred plus recognized profits less recognized losses 15,014 15,620

Less: progress billings during the year -17,513 -14,537

Net foreign currency exchange differences -79 6

Advances received from customers and included in 'other payables' 130 186

At the year end 5,341 7,789

With respect to contracts in progress, the revenue recognition occurs according to the Percentage 
of Completion Method. In 2008 the total contract revenue recognized amounted to EUR 15.0 million 
(2007: EUR 15.6 million).

The stage of completion is measured based on estimates of the work to be performed to complete 
the contract.

At 31 December 2008, retentions held by customers for contract work amount to EUR 0.00 million (2007: 
EUR 0.09 million). Retentions are receivables that will only be paid after expiry of the guarantee period.

24. Trade and other receivables

(Thousands of EUR) Year ended 31 December

2008 2007

Trade receivables 22,357 23,902

Allowance for doubtful debts -1.178 -1,092

21,179 22,810

Other receivables

Credits to receive from suppliers 100 241

Tax receivables, other than income tax 668 1,515

Income tax receivables 45 152

Other receivables 965 564

Total Other receivables 1,778 2,472

Total trade and other receivables 22,957 25,282

The total amount of trade receivables is presented after deduction of a bad debt allowance of EUR 
1.2 million (2007: EUR 1.1 million).
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The ageing of our current trade and other receivables can be detailed as follows: 

Gross 
amount 
as at 31 

December 
2008

Of which not 
past due on 

the reporting 
date

Of which 
Past due 

less than 30 
days

Of which 
Past due 
between 

30 and 59 
days

Of which 
Past due 
between 

60 and 89 
days

Of which 
Past due 
between 

90 and 179 
days

Of which 
Past due 
between 

180 and 359 
days

Of which 
Past due 

more than 
359 days

Valuation 
allowance 

for doubtful 
debtors

Net carrying 
amount 
as at 31 

December 
2008

Trade 
receivables 22,357 10,746 4,501 1,680 1,327 1,302 1,002 1,800 -1,178 21,179

Credits to 
receive from 
suppliers

100 100 - - - - - - - 100

Tax 
receivables, 
other than 
income tax

668 610 - - 58 - - - - 668

Income tax 
receivable 45 45 - - - - - - - 45

Other 
receivables 965 930 32 - - - - 3 - 965

Total 24,135 12,430 4,533 1,680 1,385 1,302 1,002 1,803 -1,178 22,957

Gross 
amount 
as at 31 

December 
2007

Of which not 
past due on 

the reporting 
date

Of which 
Past due 

less than 30 
days

Of which 
Past due 
between 

30 and 59 
days

Of which 
Past due 
between 

60 and 89 
days

Of which 
Past due 
between 

90 and 179 
days

Of which 
Past due 
between 

180 and 359 
days

Of which 
Past due 

more than 
359 days

Valuation 
allowance 

for doubtful 
debtors

Net carrying 
amount 
as at 31 

December 
2007

Trade 
receivables 23,902 15,875 3,060 1,355 488 768 521 1,836 -1,092 22,810

Credits to 
receive from 
suppliers

241 235 6 - - - - - - 241

Tax 
receivables, 
other than 
income tax

1,515 1,417 12 - - 86 - - - 1,515

Income tax 
receivable 152 1 53 - - - 6 92 - 152

Other 
receivables 564 516 13 31 - - - 4 - 564

Total 26,374 18,044 3,144 1,386 488 854 527 1,932 -1,092 25,282

Total  short term finance lease receivables amount to EUR 358K as of December 31, 2008 (2007: EUR 379K). 
None of these amounts are past due.

The average credit period on sales of goods is 86.9 days (2007: 91.6 days). No interest is charged on 
trade receivables for the first 60 days from the date of the invoice.  Thereafter the interest charged is 
charged at 2% per annum on the outstanding balance. An estimate is made for doubtful receivables 
based on a review of all outstanding amounts at the balance sheet date. An allowance is recognized 
when there is objective evidence that the individual asset is impaired. 



Movement of the allowance for doubtful debtors
(Thousands of EUR) Year ended 31 December

2008 2007

Balance at beginning of the year -1,092 -881

Amounts written off during the year 136 189

Amounts recovered during the year 0 0

Decrease / (Increase) in allowance recognized in profit or loss -273 -416

Translation difference 51 16

Balance at end of year -1,178 -1,092

In determining the recoverability of a trade receivable, the Group considers periodically any change in 
the credit quality of the trade receivable from the date credit was originally granted up to the reporting 
date. Concentration of credit risk with respect to trade receivables is limited due to the Group’s large 
number of customers who are internationally dispersed. Also in many cases governmental institutions 
cover the credit risk. No customer accounts for 5% or more of the Group’s total net sales. The largest 
customers accounts for approximately 4.2%, 2.4% and 1.6% respectively of Group net sales. There is no 
other significant concentration of credit risk. Therefore, management is of the opinion that inherent credit 
risk in the Group’s receivables is limited. Accordingly, the directors believe that there is no further credit 
provision required in excess of the allowance for doubtful debtors.

25. Cash and cash equivalents

(Thousands of EUR) Year ended 31 December

2008 2007

Cash at bank and in hand 3.415 2.627

Short term bank deposit 435 4.302

Total cash and cash equivalents 3.850 6.929

The weighted average effective interest rate on short-term bank deposits amounts to 3.91% (2007: 3.05%).

26. Trade and other payables

(Thousands of EUR) Year ended 31 December

2008 2007

Trade payables 17,487 19,191

Remuneration & staff related liabilities 6,551 6,903

Accrued expenses 2,711 3,378

Advances received on contracts 130 186

Other advances received 571 230

Other 1,177 1,425

Other payables 11,140 12,122

Total trade and other payables 28,627 31,313
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27. Borrowings

(Thousands of EUR) Year ended 31 December

Non-current 2008 2007

Bank borrowings 8,094 8,266

Finance lease liabilities 3,287 3,580

11,381 11,846

Current

Bank overdraft 2,173 840

Bank borrowings (straight loans) 3,508 1,498

Shareholders' loans 1,500 -

Current instalment of long term loan 689 610

Finance lease liabilities 309 273

8,179 3,221

Total borrowings 19,559 15,067

The weighted average interest rates per year amounts to: % %

Leasing 6.96 6.99

Shareholders' loan 5.60 5.78

Bank borrowings LT 8.63 8.18

Bank borrowings ST 7.60 6.30

Bank overdrafts 6.28 8.30

The bank borrowings and the shareholder loans are secured by a pledge on the Group’s 
current assets, shares of certain subsidiaries and the eventual proceeds of future divestments. 
Lease agreements in which Group companies are the lessee, give rise to financial  liabilities on the 
balance sheet, equal at the inception of the lease to the fair value of the leased property, or if lower at the 
present value of the minimum lease payments.



Bank borrowings (originally > 1 year) are payable as follows: 

December 31 2008 December 31 2007
Total future 

payments
Unexpired 

interest 
expenses

Present value Total future 
payments

Unexpired 
interest 

expenses

Present value

Not later than 
one year 1,371 682 689 1,287 677 610

Between one 
and five years 7,678 1,541 6,137 7,278 1,843 5,435

Later than five 
years 2,137 181 1,956 3,104 273 2,831

Total 11,187 2,404 8,783 11,669 2,793 8,876

The financial lease liabilities (mainly for building) are payable as follows:

2008 2007

Total future 
payments

Unexpired 
interest 

expenses

Present value Total future 
payments

Unexpired 
interest 

expenses

Present value

Not later than 
one year 548 240 309 533 260 273

Between one 
and five years 2,131 729 1,402 2,131 825 1,306

Later than five 
years 2,131 246 1,885 2,664 390 2,274

Total 4,810 1,215 3,596 5,328 1,475 3,853

The notional amounts to be paid under the lease agreements are fixed. Lease payments do not include 
contingent rent. The leased assets secure lease obligations. At the end of the lease term the Group has 
the option to further rent the leased asset for a period of three years and then to acquire the asset for a 
low price (bargain purchase option). As of 31 December 2008 the net carrying amount of fixed assets 
held under finance leases amounted to EUR 5.8 million (EUR 5.9 million as of 31 December 2007).

Bank borrowings are subject to bank covenants. These covenants depend from one credit institution to 
another. The covenants on the current bank borrowings primarily relate to ‘adjusted’ equity (being equity 
minus intangible assets) and to the solvability of the Company. Also 3D has a commitment to the bank 
to maintain it’s current stake in the Company . During 2007, a new long term borrowing has been closed 
for EUR 5 million. This borrowing is subordinated towards the other bank debts. The nominal interest rate 
applied is 7%. The duration is 7 years and repayment occurs as from year 3 at 1/5 of the amount. The 
long term borrowings in the Caribbean are on a non-recourse basis. These borrowings are secured by 
customer contracts. The term of the loans, closed in ANG, in the Caribbean is 3 to 6 years, with a fixed  
interest rate of 9%. The Caribbean uses the long term borrowings for its local investments. The financing 
occurs locally on a non-recourse basis. In Norway during 2007, a credit facility has been closed for a total 
of NOK 25 million. This credit facility offers the ability to borrow up to 60% of the value of the customer 
invoices, at an average interest of 7.4%. At the same time, a line of arrangement of up to maximum NOK 
10 million is available, offering the ability to borrow up to 25% of the value of inventory. The interest rate 
on this facility on average amounted to 8.5%. 

During December 2008, a shareholder loan has been granted to the Company until 30 September 2009. 
Both the current bank borrowings and the shareholder loan have an interest rate equal to EURIBOR + 3%. 



Fi
na

nc
ia

l 
S

ta
te

m
en

ts
103

Corporate Governance

25

General Information 
about Zenitel

13
Risk Factors

7

The total credit lines held by the Company amount to EUR 17.6 million. In addition, the company also 
holds lines for bank guarantees at different credit institutions for in total almost EUR 11.9 million. 

At 31 December 2008, bank guarantees have been granted to secure the completion of some of the 
customer contracts (mainly in System Integration services). These performance guarantees granted 
amount to EUR 6.2 million (2007: EUR 9.3 million) in total. Some of the said bank guarantees are secured 
by a pledge on the Group’s current assets.

28. Retirement benefit obligations

Some Zenitel Group companies provide pension plans that under IFRS are considered as defined benefit 
plans for their employees. Provisions for pension obligations are established for benefits payable in the 
form of retirement, disability and surviving dependents’ pensions. The benefits offered vary according 
to legal, fiscal and economic conditions of each country. Benefits are dependent on years of service and 
respective employee’s compensation and contribution.

The obligation resulting from defined benefit pension plans is determined using the projected unit credit 
method. Unrecognized gains and losses resulting from changes in actuarial assumptions and experience 
with deviations from assumptions are recognized as income (expenses) over the expected remaining 
service life of the active employees.

Assets have been subject to the recoverability test as described by the IAS 19 statement. The assets have 
only been recognized to the lower sum of the unrecognised actuarial losses and past service costs and 
the present value of future economic benefits available in the form of refunds from the plan or reduction 
in future contributions of the plan (see adjustments for limit on net asset).

(Thousands of EUR) Year ended 31 December

2008 2007

Opening retirement benefit obligation 4,223 5,049

Additions to provisions 686 449

Payments -379 -592

Reversal of provisions -596 -444

Exchange differences 3 -239

Retirement benefit obligation at end of year 3,938 4,223

 

 2008 2007

Non-current 3,624 3,878

Current 314 345

Total 3,938 4,223

Due to the restructurings that have been implemented in the previous years, additional pension liabilities 
(in addition to pension plans) have been recognized. These relate to early retirement plans. The calculation 
of these long-term liabilities is based on the recommendations of independent qualified actuaries.



The amounts recognized in the balance sheet are determined as follows:

(Thousands of EUR) Year ended 31 December

2008 2007

Present value of funded obligations 10,551 10,534

Fair value of plan assets -8,677 -9,582

Funded status 1,874 952

Present value of unfunded obligations 708 959

Unrecognized actuarial gains (losses) 740 1,614

Net Liability 3,322 3,525

Amounts recognized in the balance sheet

Recognized as non current liability 3,624 3,878

Recognized as current liability 314 345

Recognized as non current asset -616 -698

Net Liability 3,322 3,525

The amounts recognized in the income statements are as follows:

(Thousands of EUR) Year ended 31 December

2008 2007

Current service cost 757 986

Interest costs 546 529

Expected return on plan assets -447 -457

Net actuarial losses recognised in year -25 -150

Gain on curtailment - -

Settlement gain - -

Total 831 908

Actual return on plan assets -629 -115
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Changes in the present value of the defined benefit obligation are as follows:

(Thousands of EUR) 2008 2007

Opening defined benefit obligation 11,493 11,330

Service cost 757 986

Interest cost 546 529

Plan participants' contributions 232 230

Actuarial losses (gains) 49 -730

Expenses paid - -

Losses (gains) on curtailments - -

Liabilities extinguished on settlements - -

Exchange differences on foreign plans -718 -23

Benefits paid -1,100 -829

Closing defined benefit obligation 11,259 11,493

Changes in the fair value of the plan assets are as follows:

(Thousands of EUR) 2008 2007

Opening fair value of plan assets 9,582 8,832

Expected return 447 457

Actuarial gains and (losses) -1,076 -615

Contributions by employer 1,285 1,521

Plan participants' contributions 232 230

Expenses paid - -

Plan settlements - -

Exchange differences on foreign plans -693 -14

Benefits paid -1,100 -829

Closing fair value of plans assets 8,677 9,582

The Group expects to contribute EUR 1.4 million to its defined benefit pension plans in 2009.



(Thousands of EUR) Year ended 31 December

2008 2007 2006

Defined benefit obligation -11,259 -11,493 -11,330

Plan assets 8,677 9,582 8,832

Surplus / (Deficit) -2,582 -1,911 -2,498

Experience adjustments on plan assets -1,076 -615 463

Experience adjustments on plan liabilities 146 -376 -2,860

The major categories of plan assets, and the expected rate of return at the balance sheet date for each 
category, is as follows: 

Expected return Fair value of plan assets

% Thousands of EUR

2008 2007 2008 2007

Equity instruments 0.00 0.00 0 0

Debt instruments 1.51 1.43 3,282 3,423

Real estate 0.00 0.00 0 0

Other 2.95 3.16 5,395 6,159

Weighted average expected return 2.40 2.54 8,677 9,582

The overall expected rate of return is a weighted average of the expected returns of the various categories 
of plan assets held.  The directors’ assessment of the expected returns is based on historical return 
trends and analysts’ predictions of the market for the asset in the next twelve months. 

The principal weighted average actuarial assumptions for all plans used were as follows:

(Percentage)

Weigthed average assumptions to determine benefit obligations 2008 2007

Discount rate 5.10 5.20

Rate of compensation increase 4.29 4.29

Rate of price inflation 2.19 2.22

Weigthed average assumptions to determine the net costs

Discount rate 4.99 4.92

Expected long term rate of return on plan assets during the financial year 4.65 4.77

Rate of compensation increase 3.01 2.77

Rate of price inflation 2.30 2.20
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29. Provisions

RESTRUCTURING TECHNICAL 
GUARANTEES

OTHER TOTAL

(Thousands of EUR)

On 1 January 2007 1,511 962 2,282 4,755

Additions to provisions 4,060 354 1,520 5,934

Payments -732 -6 -578 -1,316

Reversal of provisions 0 -320 -286 -606

Exchange differences -1 4 - 3

On 31 December 2007 4,838 994 2,938 8,770

Non-current - - 300 300

Current 4,838 994 2,638 8,470

 4,838 994 2,938 8,770

On 1 January 2008 4,838 994 2,938 8,770

Additions to provisions 2,177 489 496 3,162

Payments -1,998 -254 -226 -2,478

Reversal of provisions -90 -443 -762 -1,295

Exchange differences -22 -32 - -54

On 31 December 2008 4,905 754 2,446 8,105

 

Non-current 2,228 - 664 2,892

Current 2,677 754 1,782 5,213

 4,905 754 2,446 8,105

RESTRUCTURING
Restructuring provisions comprise employee termination payments, and are recognized in the period in 
which the Group becomes legally or constructively committed to the obligation.

The decrease in the PRC (handsets/mobiles/…) distribution business and the requirements of customers 
to focus more on integration of their communication tools with security systems and IT platforms, require 
different skill sets. In this mindset, restructuring measures started during September 2007. The Board 
of Directors of December 2007 stressed the importance of continuing the restructuring measures, in 
order to further align the costs of the System Integration business with the forecasted revenues and in 
order to enable synergies between the Belgian, Dutch and French entities, especially in terms of product 
management and product development. In France, 7 persons have been laid off during 2008, resulting 
in a total cost of EUR 0.7 million in 2008, of which EUR 0.3 million was paid in 2008. In Belgium, the 
negotiations with the union delegates were finalized in September 2008. The restructuring in Belgium 
will mainly be done via early retirement and voluntary leave programs. The total cost of the restructuring 



in Belgium is estimated at EUR 5.6 million, of which EUR 0.9 million was paid in 2007 and EUR 0.5 million 
was paid in 2008, resulting in a remaining provision of EUR 4.2 million.

In addition to the payments for the restructuring in Belgium (EUR 0.5 million) and France (EUR 0.3 million), 
final payments occurred relating to the 2007 restructuring exercise in The Netherlands (EUR 1.1 million). 
Total payments for 2008 therefore amounted to EUR 2.0 million. The total charge for 2008 of EUR 2.2 
million, mainly relates to the additions in the restructuring provision, in France (EUR 0.7 million) and in 
Belgium (EUR 1.2 million).

TECHNICAL GUARANTEES
The Group recognizes the estimated liability to repair or replace its products still under warranty at 
the balance sheet date. This provision is calculated based on the past history of level of repairs and 
replacements.

OTHER
The other provisions cover principally a risk related to the representations and warranties given, tax 
disputes, claims on deliveries, potential losses on projects, site restoration obligations, penalties, jubilee 
premiums or legal claims. In 2008, EUR 0.8 million was released. This release mainly relates to old 
projects and claims. The additions mainly relate to potential penalties for late delivery on projects.
Provisions were set up based on the current situation of the different files, in order to cover risks linked 
to some of these litigations.
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30. Financial instruments

The following table gives an overview of the carrying values and classes of financial instruments.

31 December 2008 31 December 2007

Carrying value Fair value Carrying value Fair value Balance sheet caption

Financial assets at fair value 
through profit or loss -1 -1 18 18

Non hedging derivatives -1 -1 18 18 Other financial assets

Carrying value
Cost minus
impairment Carrying value

Cost minus
impairment

Financial assets held for sales 277 277 317 317

Available for sale investments 277 277 317 317 Other financial assets

Carrying value Fair value Carrying value Fair value

Loans and receivables 24,436 24,436 25,220 25,220

Long term guarantees paid in cash 224 224 328 328 Other financial assets

Other financial assets 100 100 168 168 Other financial assets

Finance lease receivables 1,155 1,155 1,109 1,109 Finance lease receivable-  
LT and ST

Trade receivables 21,179 21,179 22,810 22,810 Trade and other receivables

Credits to receive from suppliers 100 100 241 241 Trade and other receivables

Other receivables 1,678 1,678 564 564 Trade and other receivables

Financial liabilities at  
amortized cost 48,186 48,186 46,380 46,380

Interest bearing loans and 
borrowings

19,559 19,559 15,067 15,067 Interest bearing loans and 
borrowings LT and ST

Trade payables 17,487 17,487 19,191 19,191 Trade and other payables

Other payables 11,140 11,140 12,122 12,122 Trade and other payables

Net fair values of derivative financial instruments

The derivatives are not part of a hedging relationship that qualifies for hedge accounting. Consequently, 
changes in fair value are recognized in the income statement.

(Thousands of EUR) 2008 2007

Fair value Fair value

The net fair value of the forward foreign exchange contracts: -1 18

- with positive fair values - 18

- with negative fair values -1 -

Net -1 18



31. Contingencies

Contingent liabilities
First of all, the company still has to close one difficult project in Algeria. The company is still of the opinion 
that it will be able to finalize the project in view of the progress made (40% of sites are installed). The total 
recorded asset related to this project amounts to EUR 1.1 million. Total maximum exposure however is 
estimates at EUR 8.0 million. Another case, dating from 1999, which the Company assumed to be closed, 
reopened. The total potential maximum liability for this project is estimated at EUR 4.0 million. Zenitel 
initiated a counter claim for approximately EUR 3.0 million. Relating to its contingent liabilities, the total 
maximum exposure is estimated at EUR 18.0 million. 

The related contingent liabilities relate to possible obligations in respect of old projects, soil contamination, 
local authorities and redundancies. On 31 December 2008, the estimated contingent liabilities amount to 
EUR 2.0 million (2007: EUR 0.7 million). This contingent liability has been calculated based on estimated 
probability of possible obligations, with uncertainty on timing and/or amount, arising in the course of the 
business. Given the ongoing counterclaims initiated by the company, relating to these old claims, the total 
maximum potential upside amounts  to EUR 3.5 million. 

The estimated related contingent asset amounts to EUR 0.4 million.
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32. Commitments

Operating lease commitments - where a group company is the lessee

The future aggregate minimum lease payments under non cancellable operating lease are as follows:

(Thousands of EUR) Year ended 31 December

2008 2007

Not later than 1 Year 2,203 3,426

Later than 1 year and not later than 5 years 3,361 7,089

Later than 5 years 797 1,142

6,361 11,657

Lease payments recognized in the income statement for the current period amount to EUR 2.7 million 
(2007: EUR 4.1 million).

Operating lease agreements relate to office premises, site rents, car lease and IT equipment.

Operating lease commitments - where a group company is the lessor

(Thousands of EUR) Year ended 31 December

2008 2007

Not later than 1 Year 1,055 1,017

Later than 1 year and not later than 5 years 2,856 2,918

Later than 5 years 300 388

4,211 4,323

Lease payments recognized in the income statement for the current period amount to EUR 1.1 million 
(2007: EUR 1.1 million).

Commitments  for expenditure by Group companies 
The Group has committed for EUR 200 K Tetra/Mesh equipment purchases.



33. Ordinary shares, treasury shares and warrants

Capital Increase 2007
In the first half of 2007 Zenitel NV performed a capital increase. On 4 May 2007, Zenitel announced that 
the subscription period for the capital increase had been closed early.  The possibility of early closing of 
the Free Tranche was described in the prospectus, i.e. earliest on 3 May 2007 as soon as the targeted 
subscription amount of EUR 18 million had been reached.
74.3% of the priority tranche of EUR 13 million was subscribed. Based on this, 3,099,124 new shares 
were allocated. After claw back, 3,108,773 shares were available in the free tranche (including the 
private placement at institutional investors). This extended free tranche was 2.1 times oversubscribed. 
Based on this success, it was decided to exercise the over allotment option.
As a result of this exercise an additional amount of EUR 1.8 million has been raised per 4 June 2007, at 
the offer price of EUR 2.9 per share. This brought the total number of new shares placed in the offering 
at 6,827,586, raising EUR 19.8 million for Zenitel.  The total number of Zenitel shares after the capital 
increase in 2007 amounted to 16,554,422 and did not change thereafter in 2007 and 2008.

Number of ordinary 
shares

Treasury shares Total

On 1 January 2007 9,613,723 113,113 9,726,836

Capital increase  - May 4th, 2007 6,207,897 6,207,897

Capital increase - over allotment option  
June 4th, 2007

619,689 619,689

On 31 December 2007 16,441,309 113,113 16,554,422

On 31 December 2008 16,441,309 113,113 16,554,422

Weighted average number of ordinary 
shares for the purposes of basic earnings 
per share (all measures) 

16,441,309

All issued shares are fully paid. Shares have no par value. The total authorized capital is per 31 December 
2008 EUR 25,274,723.
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Warrants were granted to directors and to employees. The table below gives an overview of the 
outstanding number of warrants:

2008 2007

Number of 
warrants

Weighted average 
exercise price 

(EUR)

Number of 
warrants

Weighted average 
exercise price 

(EUR)

At the beginning of the financial year 475,731 12.21 475,731 12.21

Granted during the financial year

Forfeited during the financial year

Exercised during the financial year

Expired during the financial year 273,272 11.13

Balance at the end of the financial year 202,459 13.14 475,731 12.21

The warrant program provides for an acceptance period of 60 days following the day of offering, which is 
the service date. The beneficiary of the warrant will be able to exercise one third of the accepted warrants, 
after one year following the offer, another third after two years and the remaining third after three years.

The warrants can only be exercised during the following periods: from the fifteenth until the thirty-first of 
March, from the fifteenth until the thirty-first of May, from the fifteenth until the thirty-first of August and 
from the fifteenth until the thirtieth of November.

The warrants outstanding at the end of the year have the following terms, taking into account the 
above limitations:

Offering date Number of 
warrants

Exercise price 
(EUR)

Fair value at  
grant date (EUR)

29/06/2001 147,617 16.49 Plan 2000

10/02/2005 54,842 4.13 1.28 Plan 2004

Total 202,459

The fair value calculation has been performed using Black&Scholes model, using the following 
parameters:

June 2001 Feb 2005

Grant date share price 16.49 4.13

Exercise price 16.49 4.13

Expected volatility 30% 30%

Option life 8 5

Dividend yield 0% 0%

Risk-free interest rate 2.50% 2.50%



34. Cash flows generated from operations

(Thousands of EUR) Year ended 31 December

Notes 2008 2007

Net Profit / (Loss) for the year -13,489 -12,465

Adjustments for :

Income tax expense recognized in profit or loss 12 335 166

Finance cost recognized in profit or loss 10 2,539 1,821

Investment revenue recognized in profit or loss 9 -443 -261

Impairment loss recognized on trade receivables 273 416

Impairment loss recognized on inventory 22 1,047 427

Depreciation and amortization of non-current assets 15,16,17 2,863 2,703

Impairment of goodwill recognized in profit or loss 3,510 0

Expense recognized in profit or loss in respect of equity-settled 
share-based payments

33 3 27

Development costs expensed 8 1,697 1,631

-1,664 -5,143

Changes in working capital: 

(Increase) / decrease in trade and other receivables 4,724 2,345

(Increase) / decrease in inventories -844 -2,212

(Increase) / decrease contract work in progress 2,314 -1,287

(Increase) / decrease in other assets -49 303

Increase / (decrease) in trade and other payables -5,113 -639

Increase / (decrease) in provisions -890 3,287

Increase / (decrease) in tax liabilities 575 -1,031

Increase / (decrease) in other liabilities - -70

716 696

Cash Flows from operations -949 -4,447
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35. Related party transactions

Transactions between the Company and its subsidiaries, which are related parties of the Company, have 
been eliminated on consolidation and are not dislosed in this note. Details of transactions between the 
Group and other related parties are disclosed below. 

 Year ended 31 December

2008 2007

RECEIVABLES FROM RELATED PARTIES (Thousands of EUR) 163 366

DIRECTOR'S REMUNERATION (Thousands of EUR)(1) 76 170

WARRANTS GRANTED TO DIRECTORS  (number)

- Non executives - -

- Executives - -

SHAREHOLDER LOAN (Thousands of EUR) 1,500 0

KEY MANAGEMENT - AVERAGE FTE 6.3 5.0

KEY MANAGEMENT REMUNERATION (Thousands of EURo)(1)

- Short term employee benefits 1,750 1,476

- Post-employment benefits 68 34

- Other long-term benefits - -

- Share-based payments (see warrants above) - -

- Termination benefits 185 190

Total key management remuneration (cost to the Company)(2) 2,003 1,700

The CEO’s total remuneration package for 2008 (both fixed and variable) amounted to EUR 0.5 million, 
of which the payment of the variable part is subject to the approval by the remuneration committee.  
The remuneration of directors and key executives is determined by the remuneration committee having regard 
to the performance of individuals and market trends.

The presented  (1)
amounts include 

social charges, car 
expenses, pension 

costs and fixed 
representation 

allowances paid by 
the Company. 

See also chapter	 (2)
on Corporate 
Governance



36. Principal subsidiary undertakings

Ownership Country of incorporation

Europe

Zenitel Belgium N.V. 100% Belgium

Zenitel Devlonics N.V. 100% Belgium

MCCN N.V. 100% Belgium

Zenitel Norway ASA 100% Norway

Zenitel Wireless Norway AS 100% Norway

Zenitel Denmark A/S 100% Denmark

Zenitel Finland Oy 100% Finland

Zenitel Radioteknik A.B. 100% Sweden

Zenitel Marine Sweden A.B. 100% Sweden

Radioteknik A.B. 100% Sweden

Zenitel Wireless France S.A. 100% France

Zenitel CSS France S.A. 100% France

Zenitel Italy 100% Italy

Zenitel Finance Netherlands B.V. 100% Netherlands

Zenitel Netherlands B.V. 100% Netherlands

Mission Critical Communication Networks B.V. 100% Netherlands

Zenitel UK Ltd. 15% United Kingdom

North America

Zenitel USA Inc 100% United States

Rest of World

Zenitel Singapore Ltd 100% Singapore

Zenitel Caribbean B.V. 100% The Dutch Antilles

Zenitel Aruba B.V. 100% The Dutch Antilles

BNSC (China) 14% China

Voting interests equal ownership.

37. Post balance sheet events

On 11 February 2009, the Company applied article 524 regarding the approval of the shareholder credit 
for a period of nine months. This procedure is part of the agreements closed with the Company’s main 
bank, for financing of the restructuring and enabling the company to investigate and execute the different 
strategic options.
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STATUTORY AUDITOR’S REPORT FOR THE YEAR ENDED 31 DECEMBER 
2008 TO THE SHAREHOLDERS’ MEETING 

To the shareholders

As required by law and the company’s articles of association, we are pleased to report to you on the audit 
assignment which you have entrusted to us. This report includes our opinion on the financial statements 
together with the required additional comments and information.

Disclaimer of opinion on the financial statements
We have audited the financial statements of  ZENITEL NV for the year ended 31 December 2008, prepared 
in accordance with the accounting principles applicable in Belgium, which show total assets of 62,557 
(000) EUR and a loss for the year of 25,718 (000) EUR. 

The board of directors of the company is responsible for the preparation of the financial statements. This 
responsibility includes among other things: designing, implementing and maintaining internal control 
relevant to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error, selecting and applying appropriate accounting policies, and 
making accounting estimates that are reasonable in the circumstances.

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted 
our audit in accordance with legal requirements and auditing standards applicable in Belgium, as issued 
by the “Institut des Reviseurs d’Entreprises/Instituut der Bedrijfsrevisoren”. Those standards require that 
we plan and perform the audit to obtain reasonable assurance whether the financial statements are free 
from material misstatement.

In accordance with these standards, we have performed procedures to obtain audit evidence about the 
amounts and disclosures in the financial statements. The procedures selected depend on our judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, we have considered internal control relevant 
to the company’s preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances but not for the purpose of expressing an opinion 
on the effectiveness of the company’s internal control. We have assessed the basis of the accounting 
policies used, the reasonableness of accounting estimates made by the company and the presentation 
of the financial statements, taken as a whole. Finally, the board of directors and responsible officers of 
the company have replied to all our requests for explanations and information. We believe that the audit 
evidence we have obtained provides a reasonable basis for our opinion.

During the accounting period, the company has again incurred significant losses that seriously affect 
the company’s financial situation and equity. As appears in the financial statements, the company is 
highly indebted and for the moment does not have sufficient cash flows and financial resources to fulfil 
its obligations during the entire financial year 2009, more specifically to reimburse its loans as of 30 
September 2009 towards its bank and reference shareholder (1.500 (000) EUR each). Consequently, 
there is an uncertainty as to the going concern of the company.

Given this situation and in accordance with the Belgian legislation (art. 96), the board of directors justifies 
the application of the accounting principles under the assumptions of going concern. In this context, 
as mentioned in the board of directors’ report, certain proposed measures to timely obtain sufficient 



financial resources are referred to. The board of directors believes that the proposed measures will be 
timely realised to enable the company to fulfil its financial obligations during 2009 and more specifically 
as of 30 September 2009. Consequently, the financial statements are established under the assumption 
of going concern and no adaptations have been made to the financial statements as to the valuation or 
the classification of certain balance sheet items which would be necessary if the company was no longer 
able to continue its activities.

At present, we are not able to express an opinion on the going concern of the company, since she’s 
expecting in difficult market conditions important negative cash flows during the accounting period 2009, 
and that the materialisation and the timely realisation of the measures proposed by the board of directors 
to obtain sufficient financial resources, of which the company totally depends, remains uncertain in the 
current economic climate.

Taking into account the important uncertainty described above, we are unable to express an opinion on 
whether the financial statements as of 31 December 2008 give a true and fair view of the company’s 
assets, liabilities, financial position and results in accordance with the accounting principles applicable 
in Belgium.

Additional comments

The preparation and the assessment of the information that should be included in the directors’ report and 
the company’s compliance with the requirements of the Companies Code and its articles of association 
are the responsibility of the board of directors.

Our responsibility is to include in our report the following additional comments which do not change the 
scope of our audit opinion on the financial statements:

The directors’ report includes the information required by law and is in agreement with the ��

financial statements. However, we are unable to express an opinion on the description of the 
principal risks and uncertainties confronting the company, or on the status, future evolution, or 
significant influence of certain factors on its future development. We can, nevertheless, confirm 
that the information given is not in obvious contradiction with any information obtained in the 
context of our appointment.

Without prejudice to certain formal aspects of minor importance, the accounting records are ��

maintained in accordance with the legal and regulatory requirements applicable in Belgium.

No transactions have been undertaken or decisions taken in violation of the company’s articles ��

or the Companies Code such as we would be obliged to report to you. The appropriation of the 
results proposed to the general meeting is in accordance with the requirements of the law and 
the company’s articles.

Diegem, 30 March 2009
The statutory auditor

DELOITTE Bedrijfsrevisoren / Reviseurs d’Entreprises
BV o.v.v.e. CVBA / SC s.f.d. SCRL
Represented by William Blomme
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Statutory Auditor’s report for the year ended  
31 December 2007

Free translation – the original report is in Dutch

To the shareholders

As required by law and the company’s articles of association, we are pleased to report to you on the audit 
assignment which you have entrusted to us. This report includes our opinion on the financial statements 
together with the required additional comments and information.

Unqualified audit opinion on the financial statements with an emphasis of 
matter paragraph

We have audited the financial statements of Zenitel NV for the year ended 31 December 2007, prepared 
in accordance with the accounting principles applicable in Belgium, which show total assets of EUR 
83.552 (000) and a loss for the year of EUR 11.713 (000) . 

The board of directors of the company is responsible for the preparation of the financial statements. This 
responsibility includes among other things: designing, implementing and maintaining internal control 
relevant to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error, selecting and applying appropriate accounting policies, and 
making accounting estimates that are reasonable in the circumstances.

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted 
our audit in accordance with legal requirements and auditing standards applicable in Belgium, as issued 
by the “Institut des Reviseurs d’Entreprises/Instituut der Bedrijfsrevisoren”. Those standards require that 
we plan and perform the audit to obtain reasonable assurance whether the financial statements are free 
from material misstatement.

In accordance with these standards, we have performed procedures to obtain audit evidence about the 
amounts and disclosures in the financial statements. The procedures selected depend on our judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, we have considered internal control relevant 
to the company’s preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances but not for the purpose of expressing an opinion 
on the effectiveness of the company’s internal control. We have assessed the basis of the accounting 
policies used, the reasonableness of accounting estimates made by the company and the presentation 
of the financial statements, taken as a whole. Finally, the board of directors and responsible officers of 
the company have replied to all our requests for explanations and information. We believe that the audit 
evidence we have obtained provides a reasonable basis for our opinion.

In our opinion, the financial statements as of 31 December 2007 give a true and fair view of the company’s 
assets, liabilities, financial position and results in accordance with the accounting principles applicable 
in Belgium.

Without questioning the above unqualified opinion, we draw the attention to the director’s report, in 
which the Board of Directors, in accordance with the Belgian legal requirements, justifies the application 



of valuation rules under the going concern assumption. No adjustments were made in connection with 
the valuation or the classification of certain balance sheet accounts which may become necessary if the 
company would not be able to continue its activities. With respect to investments (EUR 52.001 (000) ) the 
Board of Directors has evaluated the book value, based upon assumptions made in the business plan, 
and has considered the recorded amortization to be sufficient.

The assumption to continue as a going concern is only valid in case the Group continues to have access 
to short and medium term financing. The Group is dependent on the continued financial support of the 
shareholders and other financing sources.

Additional comments

The preparation and the assessment of the information that should be included in the directors’ report and 
the company’s compliance with the requirements of the Companies Code and its articles of association 
are the responsibility of the board of directors.

Our responsibility is to include in our report the following additional comments which do not change the 
scope of our audit opinion on the financial statements:

The directors’ report includes the information required by law and is in agreement with the ��

financial statements. However, we are unable to express an opinion on the description of the 
principal risks and uncertainties confronting the company, or on the status, future evolution, or 
significant influence of certain factors on its future development. We can, nevertheless, confirm 
that the information given is not in obvious contradiction with any information obtained in the 
context of our appointment.

Without prejudice to certain formal aspects of minor importance, the accounting records are ��

maintained in accordance with the legal and regulatory requirements applicable in Belgium.

No transactions have been undertaken or decisions taken in violation of the company’s articles ��

or the Companies Code such as we would be obliged to report to you. The appropriation of the 
results proposed to the general meeting is in accordance with the requirements of the law and 
the company’s articles.

Diegem, 28 March 2008
The statutory auditor

DELOITTE Bedrijfsrevisoren / Reviseurs d’Entreprises
BV o.v.v.e. CVBA / SC s.f.d. SCRL
Represented by William Blomme
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Statutory Auditor’s report for the year ended  
31 December 2006

Free translation – the original report is in Dutch

To the shareholders

As required by law and the company’s articles of association, we are pleased to report to you on the audit 
assignment which you have entrusted to us. This report includes our opinion on the financial statements 
together with the required additional comments and information.

Unqualified audit opinion on the financial

We have audited the financial statements of Zenitel NV for the year ended 31 December 2006, prepared 
in accordance with the accounting principles applicable in Belgium, which show total assets of EUR 
89.309 (000) and a loss for the year of EUR 1.796 (000) . 

The board of directors of the company is responsible for the preparation of the financial statements. This 
responsibility includes among other things: designing, implementing and maintaining internal control 
relevant to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error, selecting and applying appropriate accounting policies, and 
making accounting estimates that are reasonable in the circumstances.

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted 
our audit in accordance with legal requirements and auditing standards applicable in Belgium, as issued 
by the “Institut des Reviseurs d’Entreprises/Instituut der Bedrijfsrevisoren”. Those standards require that 
we plan and perform the audit to obtain reasonable assurance whether the financial statements are free 
from material misstatement.

In accordance with these standards, we have performed procedures to obtain audit evidence about the 
amounts and disclosures in the financial statements. The procedures selected depend on our judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, we have considered internal control relevant 
to the company’s preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances but not for the purpose of expressing an opinion 
on the effectiveness of the company’s internal control. We have assessed the basis of the accounting 
policies used, the reasonableness of accounting estimates made by the company and the presentation 
of the financial statements, taken as a whole. Finally, the board of directors and responsible officers of 
the company have replied to all our requests for explanations and information. We believe that the audit 
evidence we have obtained provides a reasonable basis for our opinion.

In our opinion, the financial statements as of 31 December 2006 give a true and fair view of the company’s 
assets, liabilities, financial position and results in accordance with the accounting principles applicable 
in Belgium.

Without questioning the above unqualified opinion, we draw the attention to the director’s report, in 
which the Board of Directors, in accordance with the Belgian legal requirements, justifies the application 
of valuation rules under the going concern assumption. No adjustments were made in connection with 



the valuation or the classification of certain balance sheet accounts which may become necessary if the 
company would not be able to continue its activities. With respect to investments (EUR 61.905 (000) ) the 
Board of Directors has evaluated the book value, based upon assumptions made in the business plan, 
and has considered the recorded amortization to be sufficient.

The assumption to continue as a going concern is only valid in case the Group has access to short and 
medium term financing. The Group is dependent on the continued financial support of the shareholders 
and other financing sources.

Additional comments

The preparation and the assessment of the information that should be included in the directors’ report and 
the company’s compliance with the requirements of the Companies Code and its articles of association 
are the responsibility of the board of directors.

Our responsibility is to include in our report the following additional comments which do not change the 
scope of our audit opinion on the financial statements:

The directors’ report includes the information required by law and is in agreement with the ��

financial statements. However, we are unable to express an opinion on the description of the 
principal risks and uncertainties confronting the company, or on the status, future evolution, or 
significant influence of certain factors on its future development. We can, nevertheless, confirm 
that the information given is not in obvious contradiction with any information obtained in the 
context of our appointment.

Without prejudice to certain formal aspects of minor importance, the accounting records are ��

maintained in accordance with the legal and regulatory requirements applicable in Belgium.

No transactions have been undertaken or decisions taken in violation of the company’s articles ��

or the Companies Code such as we would be obliged to report to you. The appropriation of the 
results proposed to the general meeting is in accordance with the requirements of the law and 
the company’s articles.

Diegem, 29 March 2007
The statutory auditor

DELOITTE Reviseurs d’Entreprises
SC s.f.d. SCRL

Represented by William Blomme
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Statutory balance sheet

Assets

(Thousands of EUR) 31 December

2008 2007 2006

Fixed assets 45,477 55,043 64,518

Formation expenses 757 1,094 473

Intangible assets 3 35 79

Tangible assets 1,528 1,603 1,751

Land and buildings 1,136 1,207 1,233

Installations, machines and equipment 0 44 142

Furnitures and vehicles 201 278 301

Other tangible assets 191 74 74

Financial assets 43,189 52,312 62,216

Affiliated enterprises 43,189 52,001 61,905

Other financial assets 0 311 311

Current assets 17,080 28,508 24,791

Amounts receivable within one year 16,283 24,700 24,323

Trade debtors 1,120 3,394 4,964

Other amounts receivable 15,163 21,306 19,360

Investments 155 3,187 155

Other investments and deposits 155 3,187 155

Cash at bank and in hand 355 274 30

Deferred charges and accrued income 287 347 282

TOTAL 62,557 83,552 89,309



Statutory balance sheet

Liabilities

(Thousands of EUR) 31 December

2008 2007 2006

Capital and reserves 38,439 64,157 56,070

Issued capital 25,275 25,275 14,850

Share premium account 28,726 28,726 19,350

Reserves 32,605 32,605 32,605

Legal reserves 1,322 1,322 1,322

Reserves not available for distribution 14 14 14

Untaxed reserves 11,548 11,548 11,548

Reserves available for distribution 19,721 19,721 19,721

Loss carried forward (48,166) (22,448) (10,735)

Provisions, deferred taxation 386 403 1,115

Pensions and similar obligations 199 266 352

Other liabilities and charges 187 138 763

Creditors 23,732 18,991 32,124

Amounts payable after one year 7,076 7,193 2,311

Leasing and other similar obligations 889 926 963

Credit institutions 6,187 6,267 1,348

Amounts payable within one year 16,481 11,612 29,667

Current portion of amounts payable after one year 118 118 165

Credit institutions 1,508 - 6,006

Suppliers 1,732 2,853 3,070

Taxes, remuneration and social security 428 355 397

Taxes 75 73 103

Remuneration and social security 353 282 294

Other amounts payable 12,695 8,287 20,030

Accrued charges and deferred income 175 185 146

TOTAL 62,557 83,552 89,309
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Statutory income statement

(Thousands of EUR) Year ended 31 December

2008 2007 2006

Operating income 8,267 7,198 6,701

Turnover - - -

Increase (+); decrease (-) in stocks of finished goods, work and 
contracts in progress - - -

Owned construction capitalized - - -

Other operating income 8,267 7,198 6,701

Operating charges (8,703) (7,555) (7,475)

Raw materials, consumables and goods for resale - - -

Purchases - - -

Increase (+) decrease (-) in stocks - - -

Services and other goods 6,936 5,536 5,870

Remuneration, social security costs and pension costs 1,112 1,485 1,137

Depreciation of and other amounts written off formation 
expenses, intangible and tangible fixed assets 583 595 502

Increase (+); decrease (-) in provisions for liabilities and 
charges 13 (86) (98)

Other operating charges 59 25 64

Operating profit (+) - - -

Operating costs (-) (436) (357) (775)

Financial income 1,905 1,699 1,411

Income from financial fixed assets 1,460 - -

Income from current assets 24 1,470 1,105

Other financial income 421 229 306

Financial charges (-) (6,980) (2,881) (2,506)

Interest and other debt charges 845 969 931

Amounts written off current assets 5,360 1,500 924

Other financial charges 776 412 651

Profit on ordinary activities before taxes (+) - - -

Loss on ordinary activities before taxes (-) (5,512) (1,538) (1,869)



Statutory income statement

(Thousands of EUR) Year ended 31 December

2008 2007 2006

Extraordinary income 339 729 -

Adjustment to amounts written off provisions for exceptional 
charges - 559 -

Gain on disposal of fixed assets 339 - -

Other extraordinary income - 170 -

Extraordinary charges (-) (20,542) (10,883) 88

Depreciation of and other amounts written off formation 
expenses, intangible and tangible fixed assets - - -

Amounts written off financial fixed assets 20,473 10,615 241

Provisions for extraordinary liabilities and charges (increase +, 
decrease -) (31) (66) (441)

Loss on disposal of fixed assets - - -

Other extraordinary charges 100 334 112

Profit for the period before taxes (+) - - -

Loss for the period before taxes (-) (25,716) (11,692) (1,781)

Income taxes (-) (+) (2) (21) (15)

Income taxes (-) (3) (21) (16)

Adjustment of income taxes & write-back of tax provisions 1 - 1

Profit for the period (+) - - -

Loss for the period (-) (25,718) (11,713) (1,796)

Profit for the period available for appropriation (+) - - -

Loss for the period available for appropriation (-) (25,718) (11,713) (1,796)

Profit to be appropriated - - -

Loss to be appropriated (48,166) (22,447) (10,735)

Profit for the period available for appropriation - - -

Loss for the period available for appropriation (-) (25,718) (11,713) (1,796)

Loss brought forward (22,448) (10,735) (8,939)

Transfers from capital and share premium account - - -

Profit to be carried forward - - -

Loss to be carried forward (48,166) (22,448) (10,735)

Dividend Policy

In view of the net losses realised during the period under review (2006, 2007 and 2008) no dividends 
have been paid.

Legal and Arbitration proceedings

We refer to the section on contingencies in the financial statements.
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