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STATEMENT BY THE EXECUTIVE MANAGEMENT AND THE SUPERVISORY BOARD

The Executive Management and the Supervisory Board have today discussed and adopted the annual report for 2004 of GN Store Nord A/S. 
The annual report has been prepared in accordance with International Financial Reporting Standards (IFRS) and additional Danish fi nancial re-
porting requirements for listed companies. We consider the accounting policies used to be appropriate. Accordingly, the annual report gives a 
true and fair view of the Group’s and the parent company’s financial position at December 31, 2004 as well as of the results of the Group’s and 
the parent company’s operations and cash flows for 2004. 

We recommend that the annual report be approved at the annual general meeting. 

Høje-Taastrup, February 21, 2005

Executive Management:

Jørn Kildegaard Jens Due Olsen Jesper Mailind
President & CEO
  

Supervisory Board 

Mogens Hugo Jørgensen Finn Junge-Jensen Jørgen Bardenfl eth Asger Domino 
Chairman Deputy Chairman 
 
Per Harkjær Jens Bille Bergholdt Henrik Nielsen John Radich 

AUDITORS’ REPORT 

To the shareholders of GN Store Nord A/S 

We audited the annual report of GN Store Nord A/S for the financial year January 1-December 31, 2004, prepared in accordance with Inter-
national Financial Reporting Standards (IFRS) and additional Danish fi nancial reporting requirements for listed companies. The annual report is 
the responsibility of the Company’s Executive Management and the Supervisory Board. Our responsibility is on the basis of our audit to express 
an opinion on the annual report. 

Basis of opinion 

We conducted our audit in accordance with Danish Auditing Standards. Those standards require that we plan and perform the audit to obtain 
reasonable assurance that the annual report is free of material misstatement. An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the annual report. An audit also includes assessing the accounting policies used and signifi cant estimates made 
by the Executive Management and the Supervisory Board, as well as evaluating the overall annual report presentation. We believe that our au-
dit provides a reasonable basis for our opinion. 
Our audit did not result in any qualification. 

Opinion 

In our opinion, the annual report gives a true and fair view of the Group’s and the parent company’s financial position at December 31, 2004 
and of the results of the Group’s and the parent company’s operations and cash flows for the financial year January 1-December 31, 2004 in 
accordance with International Financial Reporting Standards (IFRS) and additional Danish fi nancial reporting requirements for listed companies. 

Copenhagen, February 21, 2005

KPMG C.Jespersen  Deloitte

Statsautoriseret Revisionsinteressentskab Statsautoriseret Revisionsaktieselskab

Kurt Gimsing Michael Sten Larsen Erik Holst Jørgensen Jørgen Holm Andersen
State Authorised State Authorised State Authorised State Authorised
Public Accountant Public Accountant Public Accountant Public Accountant

STATEMENT BY THE EXECUTIVE MANAGEMENT AND THE SUPERVISORY BOARD AND AUDITORS’ REPORT
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GN Store Nord has been helping people connect since 1869. Initially as a telegraph company and now as a manufacturer 
of headsets, hearing instruments and audiologic diagnostics equipment providing users with increased mobility and 
quality of life. GN products are marketed globally.

GN markets its headsets for the contact center and offi ce (CC&O) market under the GN Netcom brand, and headsets 
for cell phones under the Jabra brand. GN hearing aids are sold under the GN ReSound and the Beltone brands. GN 
Otometrics is GN’s brand for audiologic diagnostics equipment.

GN’s manufacturing is based mainly in China, and revenues are generated almost exclusively outside Denmark. North 
America is the largest single market. Of GN’s more than 4,500 employees, 3,700 are employ ed outside Denmark, and 
China is the largest country of operation.

GN is listed on the Copenhagen Stock Exchange and is a component of the KFX-index. The company has some 40,000 
registered shareholders, who hold 70% of the share capital, and foreign ownership in the company is estimated at 
more than 50%.

Mission

As an international market leader, GN aims to generate a competitive return for its shareholders by developing, 
 manufacturing and marketing innovative solutions for personal communication, offering users increased mobility 
and quality of life, and helping our employees respond to challenges and develop responsibility in an environment 
that combines advanced technology with global sales.

Goals

GN’s goals for the 2005-2007 period are
• to expand the position as a leading manufacturer of headsets for offi ces
• to remain the leading provider of wireless products for cell phones and similar products 
• to consolidate our position among the most profi table hearing instrument manufacturers
• to generate satisfactory earnings from audiologic diagnostics equipment
• to retain our innovative leadership
• to ensure that the GN share price refl ects truly and fairly the company’s results and strategic potential.

Means

In the 2005-2007 period, GN plans
• to increase the volume of offi ce headsets sold through the retail segment
• to strengthen the Jabra brand and build a substantial position in mobile gaming
• to expand GN ReSound’s and Beltone’s market shares
• to expand the Beltone dispenser network in the United States
• to launch new products and solutions at short intervals
• to improve in-house processes and utilize the new shared IT platform for greater effi ciencies
• achieve synergies, improve supply chains and keep working capital at a minimum
• to provide performance-related compensation and to help employees and the management develop their potential.   

Agenda

AGENDA
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Human Resources
With more than 1,200 employees, the op-
erations in China are GN’s largest workplace, 
followed by operations in the United States. 

GN is developing its HR operations in order 
to retain GN’s employees and managers and 
to provide the necessary framework they 
need to handle globalization, the growing 
competition and the increased focus on sales 
and marketing. 

The efforts to establish a single corporate 
HR strategy and HR organization for GN have 
been strengthened and a number of global 
HR projects are currently being implemented. 
Receiving special priority is the work to har-
monize recruitment and employee develop-
ment processes, and GN has also acquired a 
shared human resources information system. 
Also, the level of services provided to small 
subsidiaries has been raised through the 
dedicated recruitment of international HR ex-
pertise that is based in Copenhagen. In order 
to support a global corporate culture and im-
prove international competencies, GN plans 
to increase the number of foreign employees 
in key positions in Denmark. At January 1, 
2005, more than 50 of GN’s around 800 em-
ployees in Denmark were foreign nationals.

In 2004, some 50 managers attended GN’s 
in-house career development courses, which 
are intended to enhance international man-
agement skills, accelerate the development 
of GN managers and help them establish 
networks.

Foreign currency
GN has currency exposure only in connection 
with commercial transactions. GN does not 
raise loans or place surplus cash in foreign 
currency unless doing so reduces a currency 
exposure.

About 50% of revenues are generated in 
US dollars or dollar-related currencies. With 
close to 60% of costs generated in USD or 
USD-related currencies, GN’s long-term indus-
trial competitiveness and its EBITA are resilient 
to likely US dollar fl uctuations. A 10% depre-
ciation of the US dollar against the Danish 
krone would reduce GN’s revenue by an esti-
mated 5% and would only have a limited 
 effect on operating profi t. Short-term fl uctu-
ations of the US dollar would impact profi t 
as and when products manufactured at a 
 given exchange rate are sold at a different 
 exchange rate. Eventually, Asian currencies 
are expected to take on added importance 
in terms of both income and costs. 

Financing
At December 31, 2004, GN had an equity 
ratio of 76% and net interest-bearing debt 
of DKK 245 million. The interest cover was 
40 in 2004.

The debt was mainly DKK-denominated 
with a duration of less than one year, refl ect-
ing the asset composition with few long-term 
assets when disregarding goodwill. Other 
things being equal, a one-percentage-point 
increase in GN’s fi nance costs would increase 
net interest expenses by less than DKK 3 mil-
lion.

GN has suffi cient credit commitments to 
fi nance growth. GN will continue to apply 
debt fi nancing in creating an appropriate 
capital structure that refl ects the cash fl ow 
generation. 

Financial credit risks
GN holds most of its cash funds as short-
term money market deposits with banks 
that have a satisfactory rating with Moody’s 
or Standard & Poor’s. GN’s exposure to any 
single fi nancial counterparty does not exceed 
2.5% of such party’s capital and reserves.

Risk management
All key GN locations worldwide completed 
risk assessments in 2004 along with the 
necessary analysis of the identifi ed risks and 
their potential impact on GN’s value-creat-
ing processes. The results have been used to 
prepare business continuity plans on how to 
re-establish certain sites.

The most critical single risks would be break-
downs occurring at Xiamen, Cork, Minneapo-
lis or Præstø, failure of sub-contractors to 
supply fi nished products and strategic com-
ponents, such as chipsets, microphones or 
amplifi ers.

GN maintains an insurance program that 
adequately refl ects the nature, scope and 
geographical location of its business opera-
tions. In order to gradually align the coverage 
with GN’s needs, especially in light of the ex-
tensive restructuring completed in recent 
years, we analyze and review once a year and 
in cooperation with local and global advisors 
the coverage in each of the four business 
 areas and their related exposures. The results 
of these analyzes are used to determine risk 
and coverage levels. 

GN takes out insurance coverage for li-
ability, property damage and business inter-
ruption subject to global and local standards. 
The program covers, when found appropriate 
and fi nancially feasible, consequential loss. 
Another part of the program is funding to 
re-establish manufacturing facilities, supplier 
risk and reliance on suppliers. The Execu-
tive Management ensures that the coverage 
always complies with GN’s policies, refl ects 
GN’s exposure and keeps the Supervisory 
Board updated on the scope and extent of 
the insurance program.

Generally, GN does not take out insurance 
against political risk.

In early 2005, GN commenced the imple-
mentation of a centrally coordinated risk 
management system that will be used to re-
cord and manage risks globally. The purpose 
of the system is to effectively identify, assess 
and evaluate all major risks that may impact 
GN’s ability to achieve its goals. 

All units of GN’s global organization must 
regularly carry out and document a risk man-
agement process identifying, assessing and 
evaluating relevant risks pertaining to each 
unit and to GN overall. Based on the results 
of the process, steps are taken to handle the 
identifi ed risks. Each unit will then report the 
results to Corporate Risk Management, which 
will process and structure reported risks, so as 
to enable GN’s management to monitor the 
overall risk position. Reports will be used to 
prioritize and allocate resources for initiatives 
to handle major risks in individual units or at 
corporate level. The risk management system 
will be assessed and the appropriate adjust-
ments made on a regular basis.

Corporate Governance
GN has a single class of shares, no control-
ling shareholders and no takeover defense 
mechanism. Shareholders at the Annual 
General Meeting held in March 2004 rep-
resented 18% of the share capital either 
directly or by proxy. 

GN generally adheres to the recommen-
dations on corporate governance issued by 
the Copenhagen Stock Exchange, and a 
structured evaluation of the work performed 
by the Supervisory Board and its members 
and its cooperation with the Executive Man-
agement will be carried out from 2005 and 
onwards. Members of the Supervisory Board 
are up for election each year. Three of the fi ve 
board members appointed by the sharehold-
ers have served on the Board for less than 
three years. Mr. Peter Foss, who was elected 
in 1999, resigned from the Supervisory Board 
at his own request in November 2004.

In early 2005, the Chairman held meet-
ings with several of the major shareholders, 
discussing compensation methods, capital 
structure, board composition and corporate 
governance.  

MANAGEMENT'S REPORT  –  GN 360˚ – OPERATIONS AND RISK
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These standards, regulations and guidelines 
do not consider the concepts of EBITDA and 
EBITA, which are often applied in a valua-
tion of a company’s profitability and in com-
parisons of GN with its competi tors or other 
comparable companies. 

GN defines EBITA as the operating profit 
before amortization of goodwill and other in-
tangible assets acquired in company acquisi-
tions and before restructuring costs originat-
ing from significant business restructurings, 
etc. and items of a non-recurring nature such 
as excep tional write-downs on non-current 
assets, etc. 

EBITDA is defined as EBITA before depre-
ciation of property, plant and equipment. 

Amortization of development projects 
developed in-house, etc., is included in both 
EBITDA and EBITA. 

The International Financial Reporting Stan-
dards and the Danish Financial State ments 
Act require that impairment of property, 
plant and equipment, internally generated 
intangible assets and items of a non-recur-
ring na ture are treated as ordinary items and, 
to the extent possible, included under the 
respective functions in the income statement 
as “Production costs”, “Development costs”, 
“Selling and distribution costs” and “Man-
agement and administrative expenses” etc. 

For the purpose of calculating EBITA and 
EBITDA operating profit is adjusted for the 
following: 

•  Amortization and impairment of good-
will and other intangibles acquired in 
company acquisitions, as these are not 
recognized in EBITA cf. the Group’s 
definition. 

•  Write-downs on other non-current as-
sets, which according to the IFRS income 
statement classified by function are rec-
ognized in the costs of individual func-
tions, including manufacturing, selling 
and distribution costs, and management 
and administrative expenses, but which 
are considered to be non-recurring items 
in an investor- specific income statement. 

•  Restructuring costs related to significant 
business restructurings, etc., which in 
an IFRS income statement are deducted 
from “Op erating profit”, but which are 
considered non-recurring items and thus 
should not be charged against EBITA. 

•  The share of profit from associates which 
is not considered a part of EBITA. 

The EBITA figure is then adjusted for or-
dinary depreciation of prop erty, plant and 
equipment, resulting in the EBITDA figure. 

Business area operations 

The statements contain earnings of each 
business area, GN Netcom (Contact Center 
& Offi ce Headset and Mobile Headset), GN 
ReSound (Hearing Instruments and Audio-
logic Diagnostics Equipment) and other, for 
the last eight quarters. 

The presentation also centers on the earn-
ings concepts of EBITDA and EBITA, and 
performance is shown through changes in 
revenue, gross profit, overheads excluding 
developments costs, depreciation and amor-
tization and expensed development costs. 

Cash flow statement by quarterly period 

and by business area 

The statements also provide, for the past 
eight quarters, changes in cash flows from 
operating activities before changes in work-
ing capi tal, changes in working capital, cash 
flows from operating activities before inter-
est income and expense and similar items, 
taxes paid and restructuring costs, cash 
flows from operating activities, cash flows 
from investing activities and cash flows from 
financing activities. 

The presentation and the method of calcu-
lation applied are identical to what is used in 
an IFRS cash flow statement. 

Investor-specific statements 

Earnings, cash flows and selected balance sheet items by business area. 

GN Store Nord A/S’ consolidated and parent company financial statements are presented in accordance with the provisions of the 

 International Financial Reporting Standards (IFRS) and additional Danish fi nancial reporting requirements for listed companies. 

INVESTOR-SPECIFIC STATEMENTS
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Accounting policies in general 

The annual report of GN Store Nord A/S is pre-
sented in accordance with International Finan-
cial Reporting Standards (IFRS) and additional 
Danish fi nancial reporting requirements for 
listed companies. Additional fi nancial reporting 
requirements comprise the Danish Financial 
Statements Act’s requirements for listed compa-
nies and the Copenhagen Stock Exchange’s an-
nual report requirements for listed companies.

The annual report is presented within the 
framework of the accounting standards ad-
opted in the EU.

In previous years the annual report was pre-
sented in accordance with the Danish Financial 
Statements Act, Danish Accounting Standards 
and International Accounting Standards as 
the primary accounting basis. The change in 
the primary accounting basis has not affected 
the accounting policies, except for the effect 
of the implementation in 2004 of IFRS 2 on 
share-based payment.

The accounting standards effective as of 
December 31, 2004, are used. In addition, 
IFRS 2, Share-based Payment, has been imple-
mented before the effective date. No other 
new or revised accounting standards have 
been implemented before the effective date.  

The Group has not acquired any companies 
in the period after March 31, 2004. Accord-
ingly, the accounting treatment of business 
combinations, including goodwill, is in ac-
cordance with IAS 22, Business Combinations, 
at the standard in 2004 applies to the accoun-
ting for business combinations made no later 
than March 31, 2004.

In accordance with IFRS 2 the value of ser-
vices received in exchange for incentive plans 
is measured at the fair value of the options 
granted. For equity-settled plans with options 
granted after November 7, 2002, fair value 
is measured at the grant date. The amount 
is recognized as a salary cost in the income 
statement over the period in which the op-
tions vest with a corresponding increase in eq-
uity. Comparative fi gures for 2003 have been 
restated in respect of these incentive plans. For 
2003 the effect on profi t for the year was DKK 
5 million, corresponding to an increase in staff 
costs of DKK 7 million and a tax reduction of 
DKK 2 million. Equity was increased by DKK 
2 million, which corresponds to the tax effect 
of the change in accounting policy.  In accor-
dance with the transitional provisions of IFRS 
2, options granted before November 7, 2002, 
are not recognized and comparative fi gures in 
respect of these plans are not restated.  

Except for the above change, the annual re-
port is presented in accordance with the same 
accounting policies applied in previous years. 

Change in classifi cation

The following change and reclassifi cation 
has been incorporated into the presentation 
format and restatement of the comparative 
fi gures for 2003:
• Deferred tax liabilities, pensions and similar 

liabilities and other provisions are no longer 
presented as a separate main classifi cation 
(provisions) in the balance sheet, but are 
recognized in non-current and current lia-
bilities.

The reclassifi cation has not affected profi t for 
the year and equity.

Consolidated fi nancial statements  

The consolidated financial statements relate 
to the parent company, GN Store Nord A/S, 
and the subsidiaries in which GN Store Nord 
A/S directly or indirectly holds more than 
50% of the voting rights or which it, in some 
other way, controls. Enterprises in which the 
Group holds between 20% and 50% of 
the voting rights and over which it exercises 
significant influence are considered associ-
ates. Group companies are listed on page 58. 

The consolidated financial statements are 
prepared as a consolida tion of the financial 
statements of the parent company and those 
of the individual subsidiaries, all of which are 
presented in accordance with the Group’s 
accounting policies. Intra-group income and 
ex penses, shareholdings, intra-group balances 
and dividends, and real ized and unrealized 
gains and losses on intra-group transactions 
are eliminated. 

On consolidation, the carrying amount of 
shares held by the par ent company in subsi-
diaries is set off against the subsidiaries’ equity. 
Projects and companies established as joint 
ventures with joint con trol are accounted for 
by proportionate consolidation. 

Business combinations

Enterprises acquired or formed during the 
year are recognized in the consoli dated 
financial statements from the date of acquisi-
tion or formation. Enterprises disposed of are 
recognized in the consolidated income state-
ment until the date of disposal. The compara-
tive figures are not adjusted for acquisitions 
or disposals. 

Acquisitions of enterprises in which the par-
ent company will be able to exercise control 
are accounted for using the purchase meth od, 
according to which the identifiable assets and 
liabilities acquired are measured at their fair 
values at the date of acquisition. Provi sion is 
made for costs related to adopted and an-
nounced plans to restructure the acquired 

ACCOUNTING POLICIES

enterprise. The tax effect of the revaluation 
of assets and provisions is taken into account. 
Any excess of the cost of the acquisition over 
the fair value of the identifiable assets and 
liabilities acquired (goodwill), including restruc-
turing provisions, is recognized as an intangible 
asset and amortized on a systematic ba sis in 
the income statement based on an individual 
assessment of the useful life of the asset, not 
exceeding 20 years. From the fi nancial year 
2005 and on, goodwill is no longer to be am-
ortized.  Any excess of the fair values of the 
identifiable assets and liabilities acquired over 
the cost of the acquisition (negative goodwill), 
representing an anticipated adverse develop-
ment in the acquired enterprises, is recognized 
in the balance sheet as an intangible asset and 
recognized in the income statement as the ad-
verse development is realized. Negative good-
will not related to any anticipated adverse de-
velopment is recognized in the balance sheet 
at an amount corresponding to the fair value 
of non-monetary assets. The amount is subse-
quently recognized in the income statement 
over the average useful lives of the non-mone-
tary assets. Negative goodwill that exceeds the 
fair value of non-monetary assets is recognized 
as income in the year of acquisition. 

The cost of acquisition of goodwill and 
negative goodwill is ad justed for any changes 
to the purchase price after the acquisition. 
Reversal of restructuring provisions included 
in the determination of goodwill reduces the 
value of goodwill and negative goodwill. Fur-
thermore, if the fair value of assets and liabili-
ties acquired on the date of acquisition differs 
from the fair values assessed on the date of 
acquisition, goodwill and negative goodwill is 
adjusted before the end of the financial year 
following the year of acquisition. Deferred tax 
assets which are not recognized at the date 
of acquisition and subsequently qualify for 
recognition are recognized as income in the 
income statement under tax for the year. Ac-
cordingly, the cost of acquisition of goodwill 
and accumulated amortization are adjusted as 
if the deferred tax asset had been recognized 
at the date of acqui sition. The adjustment is 
recognized in the income statement under 
amortization and impairment of goodwill. All 
other subsequent ad justments are recognized 
in the income statement. 

Gains or losses on disposal of subsidiaries 
and associates are rec ognized in the income 
statement and determined as the difference 
between the sales amount and the carrying 
amount of net assets at the date of disposal 
plus non-amortized goodwill and anticipated 
disposal costs.
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Other rental and lease matters 

When contracts for rent and lease of build-
ings and operating assets are of an opera-
tional nature, rental and lease payments are 
recog nized in the income statement for the 
period to which they relate. The remaining 
rental and lease obligations under such con-
tracts are disclosed as contingent liabilities. 

Assets leased under finance leases are rec-
ognized in the balance sheet and depreciated 
in the same way as the Group’s other prop erty, 
plant and equipment. 

Foreign currency translation 

Danish kroner are used as the measurement 
currency. All other cur rencies are classified 
as foreign currencies. On initial recognition, 
transactions denominated in foreign curren-
cies are translated at the exchange rates at 
the transaction date. 

Foreign exchange differences arising be-
tween the exchange rates at the trans action 
date and at the date of payment are recog-
nized in the income statement as  interest 
income or expense and similar items. 
 Receivables and payables and other monetary 
items denomi nated in foreign currencies are 
translated at the exchange rates at the bal-
ance sheet date. Differences arising between 
the exchange rates at the balance sheet date 
and at the date of payment are rec ognized in 
the income statement as interest income or 
expense and similar items. 

On recognition of foreign subsidiaries and 
associates which are separate entities, the 
income statements are translated at the aver-
age exchange rates for the month, and the 
balance sheet items are translated at the ex-
change rates at the balance sheet date. 

Goodwill arising from the acquisition of a 
company and any fair value adjustments to 
the carrying amount of assets and liabilities are 
recognized at the exchange rates at the date 
of acquisition. 

Foreign exchange differences arising on 
translation of the opening equity of foreign 
subsidiaries at the exchange rates at the bal-
ance sheet date and on translation of the in-
come statements from aver age exchange rates 
to the exchange rates at the balance sheet 
date are recognized directly in equity. 

Foreign exchange adjustments of intra-
group balances with inde pendent foreign 
subsidiaries, which are considered part of the 
invest ment in the subsidiary, are recognized 
directly in equity. Foreign ex change gains and 
losses on loans and derivative financial instru-
ments designated as hedges of investments in 
foreign subsidiaries are also recognized directly 
in equity. 

On recognition of foreign subsidiaries which 
are integrated enti ties, income statement 
items are translated at the exchange rates at 
the transaction date, although items derived 
from non-monetary items are translated at 
historical exchange rates. 

Monetary items are translated at the ex-
change rates at the balance sheet date and 
non-monetary items are translated at the ex-
change rates at the date of acquisition date or 
at the date of any subsequent revaluation. 

Derivative financial instruments 

Derivative financial instruments are initially 
recognized in the bal ance sheet at cost and 
are subsequently measured at fair value. 
Positive and negative fair values of deriva-
tive financial instruments are recognized 
as other receiv ables and payables, respec-
tively. Changes in the fair value of derivative 
financial instruments desig nated as and 
qualifying for recognition as a hedge of the 
fair value of a recognized asset or liability are 
recognized in the income state ment together 
with changes in the value of the hedged 
 asset or liability. 

Changes in the fair value of derivative 
financial instruments desig nated as and quali-
fying for recognition as a hedge of future as-
sets or liabilities are recognized as receivables 
or payables and in equity. 

Income and expenses relating to such hedg-
ing transactions are transferred from equity on 
realization of the hedged item and recog nized 
in the same item as the hedged item. 

For derivative financial instruments that do 
not qualify for hedge accounting, changes in 
fair value are recognized in the income state-
ment when they occur. 

Derivative financial instrument are only des-
ignated as hedges if the following conditions 
are met: 
•  There must be a clear correlation between 

the purchase/sale of the derivative financial 
instrument and the accounting items 
hedged at the time of the transaction 
or the future transaction. The derivative 
financial instrument must be expected to 
effec tively hedge the accounting item dur-
ing its entire term. 

•  The derivative financial instrument must 
have effectively hedged the accounting 
item or the future transaction throughout 
the financial year and at the balance sheet 
date. If the effectiveness of the hedge can-
not be determined, the derivative financial 
in strument is not recognized as a hedge 
for accounting purposes. 

Changes in the fair value of derivative 
financial instruments used to hedge net in-
vestments in independent foreign subsidiaries 
or asso ciates are recognized directly in equity. 

Basic and diluted earnings per share 

Basic earnings per share (EPS) are calculated 
by dividing the net profit or loss for the year 
after tax by the weighted average number of 
shares outstanding during the year. 

Diluted EPS is calculated by adding to the 
weighted average number of shares out-
standing the number of additional ordinary 
shares that would have been out standing 
assuming the conversion of all dilutive poten-
tial shares. The dilutive effect of outstanding 
share options is calculated using the Treasury 
Stock method. 

Government grants 

Government grants relate to grants and 
funding for R&D activities, investment grants, 
etc. 

Grants for R&D activities, which are recog-
nized directly in the income statement, are 
recognized as development costs, thereby 
matching the costs for which they compen-
sate. Grants for the ac quisition of assets and 
development activities that are recognized as 
assets are set off against the cost of the assets 
for which grants are awarded.

Incentive plans 

The Executive Management and a number of 
executive employees are included in a share 
option plan (equity-settled plan). A part of 
the Company’s holding of treasury shares is 
used for the granting of share options under 
the Group’s share option plan.

The value of services received in exchange 
for incentive plans is measured at the fair val-
ue of the options granted. Fair value is mea-
sured at the grant date and recognized over 
the period in which the options vest. For the 
purpose of recognition, an estimate is made 
of the number of options expected to vest, cf. 
description in note 34. That estimate is subse-
quently revised for changes in the number of 
options expected to vest. Accordingly, recogni-
tion is based on the number of options that 
ultimately vested. 

The amount is recognized as a salary cost 
with a corresponding increase in equity.

The fair value of granted share options is 
estimated using the internationally accepted 
Black-Scholes option pricing model. Vesting 
conditions are taken into account when esti-
mating the fair value of the share options.
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Discontinuing operations 

Discontinuing operations which the Company 
pursuant to a single plan is disposing of, ter-
minating or abandoning and which can be 
separated from other activities, are presented 
separately under seg ment information. 

INCOME STATEMENT 

Revenue 

Revenue from the sale of goods and render-
ing of services is recog nized in the income 
statement provided that delivery and transfer 
of risk to the buyer has taken place before 
year-end and that the income can be reliably 
measured and is expected to be received. 
Extended warranties are recognized over the 
term of the contract. 

Revenue is measured excluding VAT, taxes 
and granted cash and quantity discounts in 
relation to the sale. 

Production costs 

Production costs comprise costs, including 
depreciation and salaries, incurred in generat-
ing the revenue for the year. 

Production costs include direct and indirect 
costs for raw materials and consumables, 
wages and salaries, maintenance and depre  -
c iation and impairment of production plant 
and costs and expenses relating to the opera-
tion, administration and management of facto-
ries. Also included are inventory write-downs. 

R&D costs 

R&D costs comprise costs, salaries, and 
depreciation of operating assets and equip-
ment directly or indirectly attributable to the 
Group’s R&D activities. 

Research costs are recognized in the income 
statement as in curred. 

Development projects that are clearly de-
fined and identifiable, where the technical 
utilization degree, sufficient resources and 
a po tential future market or development 
opportunities in the Company is evidenced, 
and where the Company intends to produce, 
market or use the project, are recognized as 
intangible assets from the date on which the 
above-mentioned conditions are satisfied and 
when the present value of future earnings or 
the net realizable value is expected to exceed 
the development costs incurred. The cost of 
such development projects includes direct 
wages, salaries, materials and other direct and 
indirect costs attributable to the development 
proj ects. Amortization and write-down of such 
capitalized development projects are started 
at the date of completion and are included in 
R&D costs. Other development costs are rec-
ognized in the income statement as incurred. 

Selling and distribution costs 

Selling and distribution costs comprise costs 
relating to the sale and distribution of pro-
ducts and services, including salaries, sales 
com missions, advertising and marketing 
costs, depreciation and impair ment, etc. 

Management and administrative expenses 

Management and administrative expenses 
comprise expenses incurred for Group 
management and administration, including 
ex penses for administrative staff and man-
agement, office expenses, and depreciation 
and impairment, etc. Also included are losses 
on receivables. 

Amortization and impairment of goodwill 

and other intangible assets acquired in 

company acquisitions 

Amortization and impairment of goodwill 
and other intangible as sets acquired in com-
pany acquisitions comprise amortization and 
impairment of goodwill and other intangible 
assets identified as separate assets and 
recognized at fair value in connection with 
acquisitions. 

Restructurings 

Restructuring costs relating to acquired com-
panies are included in the determination of 
goodwill when the restructuring has been 
decided on and announced on the date of 
acquisition. Other restructuring costs are 
provided for and recognized in the income 
statement when they have been decided on 
and announced. 

Restructuring costs for the year are recog-
nized in the income state ment in restructuring 
to the extent that the costs are attributable to 
restructurings relating to disposal or termina-
tion of a line of business, closing of business 
premises or transfer of activities from one 
country to another and significant changes 
in management structure or other material 
matters which have a significant effect on the 
Group’s activi ties. 

Other restructuring costs are recognized 
in the income statement under the items to 
which they are attributable. 

Profit/loss from investments in  

subsidiaries and associates 

The proportionate share of the profit/loss 
before tax of the indi vidual subsidiaries is 
recognized in the income statement of the 
parent company less amortization of good-
will. The share of the taxes of subsidiaries is 
recognized as tax on profit/loss from ordinary 
activities. 

The proportionate share of the profit/loss 

before tax of associates is recognized in both 
the parent company and the consolidated in-
come statement less amortization of goodwill 
and after elimination of the proportionate 
share of intra-group profits/losses. 

The share of the taxes of associates is rec-
ognized as tax on profit/ loss from ordinary 
activities. 

Interest income and expense and similar 

items 

Interest income and expense and similar 
items comprise interest income and expense, 
gains and losses on securities, payables and 
transactions denominated in foreign cur-
rencies, amortization of financial assets and 
liabilities as well as surcharges and refunds 
under the on-account tax scheme, etc. Also 
included are realized and unrealized gains 
and losses on derivative financial instruments 
which are not designated as hedges. 

Tax on profit/loss for the year 

The parent company is jointly taxed with 
a number of Danish and foreign subsidiar-
ies. The parent company makes provisions 
for and pays the total Danish tax on these 
companies’ taxable income. The parent com-
pany also makes provisions for deferred tax 
for the Dan ish companies. The jointly taxed 
companies are taxed under the on-account 
tax scheme. 

Tax for the year comprises current tax and 
changes in deferred tax for the year. The tax 
expense relating to the profit/loss for the year 
is recognized in the income statement, and 
the tax expense relating to amounts directly 
recognized in equity is recognized directly in 
equity. Current tax payable is recognized in 
current liabilities and deferred tax is recog-
nized in provisions. Tax receivable is recognized 
in receiv ables and deferred tax assets are rec-
ognized in investments. 

Deferred tax is measured using the balance 
sheet liability method on all temporary dif-
ferences between the carrying amount and 
the tax base of assets and liabilities. Deferred 
tax also includes the tax value of tax losses in 
jointly taxed foreign companies which may be 
clawed back when disposing of shareholdings 
or when Danish joint taxation is no longer ap-
plicable. 

Deferred tax assets, including the tax base 
of tax loss carryfor wards, are recognized at 
the expected value of their utilization; either 
as a set-off against tax on future income or as 
a set-off against de ferred tax liabilities in the 
same legal tax entity and jurisdiction. 

Deferred tax is not recognized on goodwill 
unless this is deductible for tax purposes. 

ACCOUNTING POLICIES
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Deferred tax is measured according to the 
tax rules and at the tax rates applicable in the 
respective countries at the balance sheet date 
when the deferred tax is expected to crystallize 
as current tax. The change in deferred tax as a 
result of changes in tax rates is recog nized in 
the income statement. 

BALANCE SHEET 

Intangible assets 

Intangible assets are measured at cost less 
accumulated amortiza tion and impairment. 
Intangible assets include telecommunications 
systems which are not in the legal ownership 
of the Group, but from which the Group is 
contractually entitled to receive revenue. 

Amortization of the following intangible 
assets is provided on a straight-line basis over 
the expected useful lives of the assets. The 
expected useful lives are as follows:

Goodwill  up to 20 years 
Completed development projects   2-5 years 
Software   3-5 years 
Patents, licenses, trademarks and other  
intellectual property rights   up to 20 years 

The amortization period of goodwill is de-
termined on the basis of management’s 
experience in the Group’s business areas and 
reflects management’s best estimate of the 
expected useful life of the goodwill. 

Amortization of telecommunications sys-
tems reflects utilization during the period in 
the form of actual traffic as compared to total 
forecast traffic over the term of the contract. 
The carrying amount of a telecommunica-
tions system may, however, not exceed what 
it would have been had amortization been 
provided on a straight-line basis over the 
expected useful lives of the assets (contract 
term). The expected useful lives of telecom-
munications systems are as follows: 

Telecommunications systems   5-15 years 

Gains or losses on the disposal of intangible 
assets are determined as the difference be-
tween the selling price less selling costs and 
the carrying amount at the disposal date, and 
are recognized in the income statement as 
other operating income or other operating 
costs, respectively. 

Property, plant and equipment 

Property, machinery, equipment etc. are 
measured at cost less de preciation and im-
pairment. 

Cost includes the cost of acquisition and 
cost of materials, compo nents, subcontractor 

services, direct wages and salaries, and indirect 
production costs. Interest and other borrowing 
costs are not included in the cost of acquisi-
tion. 

The cost of assets leased under finance 
leases is stated at the low er of fair value and 
the present value of the future lease payments 
at the time of acquisition. For the calculation 
of the net present value, the interest rate im-
plicit in the lease or an approximation thereof 
is used as discount rate. 

Depreciation of property, plant and equip-
ment is provided on a straight-line basis over 
the expected useful lives of the assets. In 
cal culating depreciation on buildings, an esti-
mated scrap value is used. 

The expected useful lives are as follows:

Buildings and installations  10-50 years 
Leasehold improvements   5-20 years 
Plant and machinery  3-15 years 
Operating assets and equipment  2-7 years 
Land is not depreciated.  

Gains and losses on the disposal or retirement 
of an item of proper ty, plant and equipment 
are determined as the difference between the 
selling price less costs of dismantling and dis-
posal of the item and restoring the site and 
the carrying amount at the date of dis posal. 
The gains or losses are recognized in the 
income statement as other operating income 
or other operating costs, respectively.  

Investments 

Investments in subsidiaries and associates 
are measured using the equity method. 
Investments in subsidiaries and associates 
are mea sured in the balance sheet at the 
proportionate share of the enter prises’ eq-
uity calculated in accordance with the par-
ent company’s accounting policies less the 
proportionate share of unrealized intra group 
profits and losses and plus non-amortized 
goodwill. 

Subsidiaries and associates with negative 
equity are measured at DKK 0 (nil), and any 
amounts owed by such enterprises are written 
down by the parent company’s/the Group’s 
share of the negative equity if the amount 
owed is considered irrecoverable. Where the 
negative equity exceeds the amount owed, 
the remaining amount is recognized in provi-
sions if the Group has a legal or constructive 
obligation. 

Net revaluation of investments in subsidiar-
ies and associates is transferred to the reserve 
for net revaluation in equity according to the 
equity method to the extent that the carrying 
amount exceeds cost. Other securities are 

measured at fair value, where such value can 
be reliably measured, or at cost. 

Impairment 

The carrying amount of intangible assets, 
property, plant and equip ment and invest-
ments is subject to an impairment test on an 
ongo ing basis, at least annually. If indications 
of impairment are present, the asset’s recov-
erable amount is assessed. The recoverable 
amount is the higher of an asset’s net selling 
price and its value in use. An impairment loss 
is recognized when the carrying amount of 
the as set or its cash-generating unit exceeds 
the recoverable amount of the asset or the 
cash-generating unit. Impairment losses are 
recog nized in the income statement. 

Inventories 

Raw materials and goods for resale are 
measured at cost in accor dance with the 
FIFO method. Finished goods are measured 
at cost in accordance with the FIFO met-
hod. Cost includes direct materials, wages 
and salaries and indirect production costs. 
Where the net realizable value is lower than 
cost, inventories are written down to this 
lower value. 

Receivables 

Receivables are measured at amortized cost. 
Write-down is made for expected bad debt 
losses.

 
Listed securities 

Listed securities, recognized as current assets, 
are measured at fair value at the balance 
sheet date. 

Equity 

Dividends 

Proposed dividends are recognized as a li-
ability at the date they are adopted by the 
annual general meeting (declaration date). 
The expected dividend payment for the year 
is disclosed as a separate item in equity. 

Treasury shares 

Cost of acquisition, consideration received 
and dividends received from treasury shares 
are recognized directly as retained earnings in 
equity. Accordingly, gains and losses from sale 
are not recognized in the income statement. 
Capital reductions from the cancellation of 
treasury shares are deducted from the share 
capital in an amount corresponding to the 
nominal value of the shares. 
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Pensions 

Contributions to defined contribution plans 
are recognized in the income statement in 
the period to which they relate and any con-
tributions outstanding are recognized in the 
balance sheet as other payables. 

Defined benefit plans are subject to an an-
nual actuarial estimate of the present value of 
future benefits under the defined benefit plan. 
The present value is determined on the basis 
of assumptions about the future development 
in variables such as salary levels, inter est rates, 
inflation and mortality. The present value is de-
termined only for benefits earned by employ-
ees from their employment with the Group. 

The actuarial present value less the fair 
value of any plan assets is recognized in the 
balance sheet in pensions, cf. below. Any 
differ ence between the expected development 
in plan assets and the de fined benefit obliga-
tion and actual amounts result in actuarial 
gains or losses. 

If the cumulative actuarial gains or losses 
exceed the greater of 10% of the defined 
benefit obligation or 10% of the fair value 
of the plan assets, the gains or losses are 
recognized in the income statement over 
the expected remaining working lives of the 
employ ees. Actuarial gains or losses not ex-
ceeding the above limits are not recognized in 
the income statement. 

If changes in benefits relating to services 
rendered by employees in previous years result 
in changes in the actuarial present value, the 
changes are recognized as historical costs. 
Historical costs are recog nized in the income 
statement of the year provided employees 
have already earned the changed benefits. 
If employees have not earned the benefits, 
the historical costs are recognized in the 
income state ment over the period in which 
the changed benefits are earned by the em-
ployees. 

Other provisions 

Provisions are recognized when as a result 
of events in the finan cial year or in previous 
years the Group has an obligation and it is 
probable that setting the obligation would 
require an outflow of resources embodying 
economic benefits. 

Other provisions for restructuring obligati ons 
include obligations relating to the acquirer as 
part of an acquisition, as well as those re structur-
ings that relate to publicly announced decisions 
to restructure existing business units. Such provi-
sions are recognized in the income statement. 

Provisions for warranties are measured and 
recognized based on past experience. Provi-

sions expected to be maintained for more 
than one year from the balance sheet date are 
discounted when ap propriate. 

Financial liabilities 

Amounts owed to mortgage credit institu-
tions and banks are rec ognized at the date of 
borrowing at the net proceeds received less 
transaction costs paid. 

In subsequent periods, the financial liabi-
lities are measured at am ortized cost, cor-
responding to the capitalized value using the 
effec tive interest rate. Accordingly, the differ-
ence between the proceeds and the nominal 
value is recognized in the income statement 
over the term of the loan. 

Financial liabilities also include the capital-
ized residual obligation on finance leases. 
Other liabilities, comprising trade payables, 
amounts owed to group enterprises and asso-
ciates as well as other payables, are measured 
at amortized cost. 

Received prepayments 

Received prepayments, recognized in liabili-
ties, comprise payments received concerning 
income in subsequent years. 

CASH FLOW STATEMENT 

The cash flow statement is presented using 
the indirect method based on the operating 
profit/loss. The cash flow statement shows 
the cash flows from operating, investing and 
financing activities for the year, the year’s 
changes in cash and cash equivalents as well 
as the cash and cash equivalents at the be-
ginning and end of the year. 

The cash flow effect of acquisitions and 
disposals of enterprises is shown separately in 
cash flows from investing activities. Cash flows 
from acquisitions of enterprises are recognized 
in the cash flow statement from the date 
of acquisition. Cash flows from disposals of 
 enterprises are recognized up until the date 
of disposal. 

Cash flows from operating activities com-
prise cash flows from the year’s operations 
adjusted for non-cash operating items and 
changes in working capital. Working capital 
comprises current assets excluding items stat-
ed as cash and cash equivalents and excluding 
tax receivable, as well as current liabilities less 
repayment of non-current liabilities, bank 
loans and tax payable. Cash flows from invest-
ing activities comprise payments in connection 
with acquisitions and dis posals of non-current 
assets, including investments. 

Cash flows from financing activities com-
prise amounts received from shareholders 

ACCOUNTING POLICIES

and payment of dividends to shareholders 
and raising and repayment of long-term and 
short-term loans which are not included in the 
working capital. 

Cash and cash equivalents comprise cash 
and short-term market able securities with a 
term of three months or less which are subject 
to an insignificant risk of changes in value. 

SEGMENT INFORMATION 

The Group’s main activities and primary seg-
ment comprise: 
•  GN Netcom (Contact Center & Office 

Headsets and Mobile Headsets) 
•  GN ReSound (Hearing Instruments and 

 Audiologic Diagnostics Equipment) 

The Group’s secondary segments comprise: 

• Denmark
• Rest of Nordic region 
• Rest of Europe 
• North and South America 
• Asia and rest of world 

Assets are identified by secondary segments. 
Segment information is based on the 

Group’s accounting poli cies, risks and internal 
financial management. Segment revenue and 
expense and segment assets and liabilities 
comprise items directly attributable to a seg-
ment and items which can be allocated to a 
seg ment on a reasonable basis. Unallocated 
items primarily comprise assets and liabilities 
and revenue and expense relating to the 
Group’s administrative functions, investing 
activities, income taxes etc. 

Non-current segment assets comprise non-
current assets used di rectly in the operating 
activities of the segment, including intangible 
assets, property, plant and equipment and 
investments in associates. 

Current segment assets comprise current 
assets used directly in the operating activities 
of the segment, including inventories, trade 
receivables, other receivables, prepayments 
and cash and cash equivalents. 

Segment liabilities comprise liabilities re-
sulting from the operating activities of the 
segment, including trade payables and other 
pay ables. 

KEY RATIOS 

Key ratios are calculated in accordance with 
the Danish Society of Financial Analysts’ 
guidelines on the calculation of key ratios 
“Recommendations and Financial Ratios 
2005”. The key ratios stated in the survey of 
consolidated financial highlights are defined 
on the inside of the back cover. 
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EQUITY

Consolidated    Net    
    revaluation Foreign   
  Share capital  using the exchange Proposed  
  (shares of Share equity adjust- dividends Retained Total
(DKK millions)  DKK 4 each) premium method ments  for the year earnings equity

        
Balance sheet total at December 31, 2002  879   4,170   -   (555)  -   295   4,789 
Effect of change in accounting policies   -   -   -   -   -   7   7 
Transfers   -   (4,170)  -   -   -   4,170   - 
Profi t (loss) for the year   -   -   -   -   -   250   250 
Proposed dividends to shareholders   -   -   -   -   132   (132)  - 
Tax on changes in equity   -   -   -   -   -   150   150 
Foreign exchange adjustments etc.   -   -   -   (723)  -   -   (723)

Balance sheet total at December 31, 2003  879   -   -   (1,278)  132   4,740   4,473 

     
Balance sheet total at December 31, 2003  879   -   -   (1,278)  132   4,740   4,473 
Profi t (loss) for the year   -   -   -   -   -   504   504 
Granted share options   -   -   -   -   -   12   12 
Exercised share options   -   -   -   -   -   8   8 
Paid dividends to shareholders   -   -   -   -   (127)  -   (127)
Dividends, treasury shares   -   -   -   -   (5)  5   - 
Proposed dividends to shareholders   -   -   -   -   132   (132)  - 
Tax on changes in equity   -   -   -   -   -   43   43 
Foreign exchange adjustments etc.   -   -   -   (286)  -   -   (286)

Balance sheet total at December 31, 2004  879   -   -   (1,564)  132   5,180   4,627 

Parent company    Net    
    revaluation Foreign   
  Share capital  using the exchange Proposed  
  (shares of Share equity adjust- dividends Retained Total
(DKK millions)  DKK 4 each) premium method ments  for the year earnings equity

        
Balance sheet total at December 31, 2002  879   4,170   -   (40)  -   (220)  4,789 
Effect of change in accounting policies   -   -   -   -   -   1   1 
Transfers   -   (4,170)  -   -   -   4,170   - 
Profi t (loss) for the year   -   -   -   -   -   250   250 
Proposed dividends to shareholders  - - - - 132   (132)  -
Changes in equity, subsidiaries   -   -   -   -   -   (643)  (643)
Tax on changes in equity   -   -   -   -   -   150   150 
Foreign exchange adjustments etc.   -   -   -   (74)  -   -   (74)

Balance sheet total at December 31, 2003  879   -   -   (114)  132   3,576   4,473 

     
Balance sheet total at December 31,  2003  879   -   -   (114)  132   3,576   4,473 
Profi t (loss) for the year   -   -   -   -   -   504   504 
Granted share options   -   -   -   -   -   1   1 
Exercised share options   -   -   -   -   -   8   8 
Paid dividends to shareholders   -   -   -   -   (127)  -   (127)
Dividends, treasury shares   -   -   -   -   (5)  5   - 
Proposed dividends to shareholders   -   -   -   -   132   (132)  - 
Changes in equity, subsidiaries   -   -   -   -   -   (282)  (282)
Tax on changes in equity   -   -   -   -   -   43   43 
Foreign exchange adjustments etc.   -   -   -   7   -   -   7 

Balance sheet total at December 31,  2003  879   -   -   (107)  132   3,723   4,627 
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Note 16: Investments

Consolidated      

   Investments Other Other 
(DKK millions)   in associates securities receivables Total

      
Cost at January 1    254   7   78   339 
Additions    1   1   8   10 
Disposals    (67)  -   (14)  (81)
Transfers    -   (1)  (17)  (18)
Foreign exchange adjustments    (4)  -   (3)  (7)

Cost at December 31    184   7   52   243 

Value adjustments at January 1    (81)  (1)  (30)  (112)
Share of profi t (loss)    26   -   -   26 
Value adjustments, reversals    5   -   -   5 
Transfers    -   -   6   6 
Foreign exchange adjustments    3   -   2   5 

Value adjustments at December 31    (47)  (1)  (22)  (70)

Net asset value at December 31, 2004    137     137 
Of which companies with negative net asset value    -     - 

Carrying amount at December 31, 2004    137   6   30   173 

     
Unamortized goodwill totals    90   -   -   90 

    
Parent company      
     
  Receivables   
 Investments from Investments Other 
(DKK millions) in subsidiaries subsidiaries in associates securities  Total

      
Cost at January 1  5,501   2,124   73   -    7,698 
Additions, capital contributions  95   -   -   -    95 
Disposals  (230)  (547)  (73)  -    (850)
Foreign exchange adjustments  -   -   -   -    - 

Cost at December 31  5,366   1,577   -   -    6,943 

Value adjustments at January 1  (2,059)  -   (39)  -    (2,098)
Share of profi t (loss)  503   -   34   -    537 
Value adjustments, reversals   -   -   5   -    5 
Value adjustments 75   -   -   -    75 
Foreign exchange adjustments  (299)  -   -   -    (299)

Value adjustments at December 31  (1,780)  -   -   -    (1,780)

Net asset value at December 31, 2004  3,586       3,586 
Of which companies with negative net asset value  -       - 

Carrying amount at December 31,  2004  3,586   1,577   -   -    5,163 

      
Unamortized goodwill totals  -   -   -   -    - 

      
The Group chart is shown on page 58.      

NOTES  –  BALANCE SHEET
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GN Store Nord A/S Denmark DKK 879,100,252 N/A

    

GN Netcom A/S Denmark DKK 30,100,000 100

GN Netcom (UK) Limited Great Britain GBP 100,000 100

GN Netcom GmbH Germany EUR 51,100 100

GN Netcom S.A. France EUR 80,000 100

GN Netcom (Canada) Inc. Canada CAD 350,000 100

GN Netcom Australia Pty. Ltd. Australia AUD 2,500,000 100

GN Netcom (Japan) Ltd. Japan JPY 10,000,000 100

GN Netcom Inc. USA USD 35,900,000 100

GN Netcom Asia Ltd. Hong Kong HKD 2,000,000 100

GN Netcom (China) Ltd. China USD 41,843,300 100

GN Netcom Logistic (Xiamen) Ltd. China USD 4,133,700 100

GN Netcom European Repair Centre B.V. Netherlands EUR 18,000 100

GN Netcom (Iberica) S.A. Spain EUR 60,111 100

GN Transistor AB Sweden SEK 5,100,000 100

GN Hello Direct USA USD 450,000 100

GN Netcom (Italia) S.r.l. Italy EUR 10,200 100

GN Netcom (Singapore) Pte Ltd Singapore SGD 200,000 100

▲ QuBiT A/S Denmark DKK 269,231 35

    

GN ReSound A/S Denmark DKK 60,000,000 100

GN US Holdings Inc. USA USD 22,000,000 100

GN Hearing Care Corporation USA USD 120,000 100

GN Resound Norge AS Norway NOK 2,000,000 100

GN ReSound GmbH Höertechnologie Germany EUR 2,162,253 100

GN ReSound GmbH Germany EUR 296,549 100

GN ReSound B.V. Netherlands EUR 680,840 100

GN ReSound AG Switzerland CHF 420,000 100

GN Resound do Brazil Ltda. Brazil BRL 4,858,481 100

GN ReSound AB Sweden SEK 100,000 100

GN ReSound S.A.S. France EUR 285,957 100

GN ReSound Ltd. Great Britain GBP 7,376,000 100

GN ReSound Ireland Holdings Ltd. Ireland USD 1,548,000 100

GN ReSound Ireland Ltd. Ireland USD 1,548,000 100

GN ReSound Ireland Sales Ltd. Ireland USD 160 100

GN ReSound GDC Ltd. Ireland USD 8,984,000 100

GN ReSound China Ltd. China CNY 34,000,000 100

GN GROC Ltd. China USD 500,000 100

GN ReSound Pty. Ltd. Australia AUD 4,000,002 100

GN ReSound NV Belgium EUR 495,800 100

GN ReSound NZ Ltd New Zealand NZL 2,000,000 100

GN Resound Italia SRL Italy EUR 181,190 100

INVESTMENTS IN SUBSIDIARIES AND ASSOCIATES AT 31 DECEMBER 2004

GN ReSound Höertechnologie GmbH Austria EUR 500,000 100

GN Resound Japan K.K. Japan JPY 499,000,000 100

GN Otometrics A/S Denmark DKK 23,239,000 100

GN Otometrics Verwaltungs GmbH Germany EUR 25,000 100

GN Otometrics GmbH & Co. KG Germany EUR 409,034 100

GN Otometrics Holding GmbH Germany EUR 1,800,000 100

GN Hearing Care Canada Ltd. Canada CAD 10,000 100

Beltone Espana S.A. Spain EUR 66,111 100

Beltone Deutschland GmbH Germany EUR 76,694 100

Beltone Europe Holding ApS Denmark DKK 200,000 100

Beltone Audiologic France S.A.S. France EUR 650,000 100

Beltone Norge AS Norway NOK 1,000,000 100

Beltone Schweiz GmbH Switzerland CHF 20,000 100

Beltone Netherlands B.V. Netherlands EUR 45,000 100

Beltone Holdings 1 Inc. USA USD 1 100

Beltone Holdings 2 Inc. USA USD 1 100

▲ Viennatone S.A. de C.V. Mexico MXN 50,000 49

▲ Marke-Med Sp. Zoo. Poland PLN 62,500 40

▲ K/S Himpp Denmark DKK 108,174,000 30

▲ Himpp A/S Denmark DKK 2,200,000 30

▲ HIMSA A/S Denmark DKK 1,000,000 25

▲ Ultravox Holdings Ltd. Great Britain GBP 8,594 25

▲ Danavox Hungary Hungary HUF 1,000,000 19

▲ OY Danalink AB Finland EUR 100,913 10

    

GN Cable System A/S Denmark DKK 500,000 100

● Danish Polish Telecommunications Group I/S Denmark DKK N/A 75

● Danish Russian Telecommunications Group I/S Denmark DKK N/A 50

GN Great Nordic Telco A/S Denmark DKK 10,500,000 100

    

GN Great Britain Ltd. Great Britain GBP 21,000,005 100

GN af 19. januar 1998 A/S Denmark DKK 91,013,000 100

GN af 20. januar 1998 A/S Denmark DKK 11,525,000 100

GN af 30. september 2000 A/S Denmark DKK 500,000 100

▲ Indicates associates

●  Indicates associates under joint control. These are accounted for by proportionate consolida-

tion. The joint control is based on agreements on exercise of voting rights, joint control, and on 

possesion and disposal of ownership interests, etc. The partnerships (I/S)  stated on the list do 

not publish fi nancial statements subject to section 5 of the Danish Financial Statements Act, 

as they are included in the consolidated fi nancial statements of GN Store Nord A/S.

 A few minor companies without business operations have been omitted from the list.

   Share Owner-
 Country Currency capital ship %

   Share Owner-
 Country Currency capital ship %
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In this annual report the following four UK/US accounting  ab bre vi a ti ons are used:   
   
EBITDA   

Earnings before depreciation of property, plant and equip ment and amortization of goodwill 
and other in tan gi ble as sets acquired in company acquisitions and restructurings and items of 
a non-recurring nature.   
EBITA   

Earnings before amortisation of goodwill and other intangible assets acquired in company 
ac qui si ti ons and restructurings and items of a non-recurring nature. 
   
EBIT   

Earnings before interest and tax.   
   
EBT   

Earnings before tax. 

Key ratio defi nitions

EBITA margin (Net profi t ratio) = EBITA x 100  

  Revenue  

    

Equity ratio = Equity x 100  

  Total assets  

    

Return on invested  = EBITA x 100  

capital (EBITA)  Average invested capital  

    

Return on equity = Profi t (loss) for the year x 100  

  Average equity  

    

Earnings per share (EPS) = Profi t (loss) for the year  

  Average number of shares outstanding  

    

Fully diluted earnings  = Profi t (loss) for the year  

per share (EPS)  Average number of shares out stan ding, fully diluted  

    

Earnings per share excluding    Profi t (loss) for the year ex clu ding amortization and impairment 

amortization and im pair ment = of intangible assets acquired in company acquisitions and 

of intangible assets, etc. (EPS)   and restructurings and items of a non-recurring nature  

  Average number of shares outstanding  

    

Fully diluted earnings per share      Profi t (loss) for the year ex clu ding amortization and impairment  

excluding amortization and  = of intangible assets acquired in company acquisitions and 

impairment of intangible  restructurings and items of a non-recurring nature  

assets, etc. (EPS)  Average number of shares outstanding, fully diluted  

    

Cash fl ow per share = Cash fl ows from operating activities  

  Average number of shares outstanding, fully diluted  

    

Net asset value per share = Equity   

  Average number of shares outstanding at year-end, fully diluted

  

Capital invested = Total assets excluding investments, cash and cash equivalents and

    listed securities 

Interest cover = EBITDA   

  Net interest expense on bank loans 

Key ratios are calculated in accordance with ”Recommendations & Financial Ratios 2005” 

issued by the Danish Society of Financial Analysts.

GLOSSARY AND KEY RATIO DEFINITIONS
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International Financial Reporting Standards

The Annual Report for 2004 is presented in accordance with the international 
fi nancial reporting standards, IFRS, and additional Danish fi nancial reporting 
 requirements for listed companies. For ease of comparison with GN’s foreign 
competitors, EBITDA, EBITA and other accounting terms that are not offi cial terms 
according to IFRS are used in both Management’s report and in the fi nancial 
statements. The relationship between IFRS accounts and other terms and con-
cepts applied is explained on page 22 of this report. GN Store Nord has prepared 
its annual report in accordance with international fi nancial standards since 1999.

Forward-looking statements

The forward-looking statements in this annual report refl ect GN management’s 
current expectations for future events and fi nancial results. Statements  regarding 
2005 are, of course, subject to risks and uncertainties which may result in  material 
deviations from expectations. Factors that may cause the actual results to deviate 
materially from expectations include but are not limited to general economic 
 developments and developments in the fi nancial markets; technological develop-
ments; changes and amendments to legislation and regulations in GN’s markets; 
changes in product demand; competition; shortages of components needed in 
production; and the integration of company acquisitions. For more information, 
see “GN 360° – Operations and risk” elsewhere in this Annual Report. This annual 
report should not be considered an offer to sell securities in GN Store Nord.

This publication is available in Danish and in English. In the event of any 
 discrepancies, the Danish version shall be the governing text.

GN Store Nord A/S
CVR number 24257843 – Edited by: GN Store Nord A/S, Corporate Communications
Design, repro and production: Boje & Mobeck as – Translations: Fokus Translations 
– Printed by: PrintDivision as – ISSN 0903-6768

The Bluetooth word mark and logos are owned by Bluetooth SIG, Inc. and any 
use of such marks by GN Netcom is under license.
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GN Net com

Metalbuen 66
PO Box 201
DK-2750 Ballerup

Tel.: +45 72 11 86 86
Fax: +45 72 11 86 89
www.gnnetcom.com

GN Mobile

Metalbuen 66
PO Box 201
DK-2750 Ballerup

Tel.: +45 72 11 86 86
Fax: +45 72 11 86 89
www.gnmobile.com

GN ReSound

Mårkærvej 2A
PO Box 224
DK-2630 Taastrup

Tel.: +45 72 111 111
Fax: +45 72 111 188
www.gnresound-group.com

GN Oto me trics

Dybendalsvænget 2
PO Box 119
DK-2630 Taastrup

Tel.: +45 72 111 555
Fax: +45 72 111 548
www.gnotometrics.com

GN Store Nord A/S

Mårkærvej 2A
PO Box 249
DK-2630 Taastrup

Tel.: +45 72 111 888
Fax: +45 72 111 889
www.gn.com
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