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Real Software, a corporation (“naamloze vennootschap (NV) – société 
anonyme (SA)”) under the laws of Belgium, with registered office at Prins 
Boudewijnlaan 26, 2250 Kontich, Belgium, registration number 
0429.037.235, represented by its board of directors, is responsible for the 
content of this annual report.  Real Software declares that, having taken 
all reasonable care to ensure that such is the case, the information 
contained in this annual report is, to the best of its knowledge, in 
accordance with the facts and contains no omission likely to affect its 
import. 
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LETTER FROM THE CHAIRMAN AND THE CEO  
 
 
 
Dear Shareholder, 
 
As the new Chairman and the new Managing Director of our company we are pleased to present this annual report to 
you and to communicate on our company’s achievements and vision. We will review the 2005 changes and 
developments, the progress toward our goals, our strategy, important actions taken, and industry conditions. We will 
also look ahead to the most significant challenges and opportunities of the coming year. 
 
In 2005 we experienced significant changes and developments. We made significant progress in stabilizing our business 
and returning the company to true profitability, albeit not to our fullest expectations.  Besides more tightly integrating 
the businesses, we have improved the company both operationally and financially. This is confirmed in the 2005 
operating results.  Real Software is a much stronger company today than it was in 2003 and 2004.  Our operational 
profit and margin have increased significantly despite lower turnover.  We expect the improvement trend in operational 
profit and margins to continue into 2006, while turnover should stabilize.   
 

The Gores Group (TGG) continued, as the company’s largest shareholder providing much needed support and 

assistance to the company in many different areas, including both human and capital resources as appropriate. Their 

assistance has shown to be very valuable.  The Senior Management was strengthened with the addition of Paul De 

Schrijver, Vice President International and Guy Herregodts, Vice President Sales and Marketing. Around year’s end, the 

then Managing Director & CEO, Mr Peter H. Op de Beeck and the Board of Directors agreed to an amicable separation. 

The then Chairman, Mr. Ashley Abdo, was appointed to serve as the Managing Director and CEO under a “Manager’s 

Agreement” with TGG. It is the opinion of the Board that this particular management change allows the company to 

focus more specific attention  on the company’s home markets and core competencies before seeking broad geographic 

expansion  
 

The Board of Directors continues with three independent directors from Belgium; two of whom are leaders in the 

Belgium business community (Viscount Etienne Davignon and Jean-Pierre Depaemelaere) and one who is a professor at 

Leuven University (Filip Roodhooft). Four directors are from TGG (Scott Honour, Joe Page, Mark Stone and Gores 

Technology Ltd, Küsnacht Branch). The new Chairman, Mr. William B. Patton, is a director who has long been affiliated 

with TGG.  
 
Real Software embarked upon an ambitious plan two years ago.  The plan was to improve the business operationally 
while expanding through acquisitions.  We have made great strides on improving the business, as noted above; 
however, we have not been able to grow through acquisitions.  In the midst of pursuing these objectives, we spent less 
time and attention in our home markets and thus not done enough to leverage our core assets and strengths.  In 2006, 
we are shifting our focus back to our home markets.  What this will mean is that we will go less broad geographically 
and broader in our local markets leveraging the core strengths we have today.  This mission does not preclude strategic 
expansion for Real Software, but it is not our primary objective this year.  As any company, we are always on the look 
out for opportunities and constantly assessing all our assets’ mid and long term interest. 
 
In an effort to leverage our most important asset, our associates, we made significant investments in skills training and 
process improvements.  All our associates in Belgium completed accountability training that enhances our focus on 
customer excellence. Real seeks continual delivery and process excellence through Capability Maturity Model Integration 
(“CMMI”) level 2 certification, which we will certify in the fall.  This will lead us toward CMMI level 3 certification in 
2007.   The CMMI program is designed to help companies achieve service delivery excellence. Instilling delivery and 
process excellence in an accountable organization leads to improved relations and satisfaction both externally with our 
customers and internally among the associates.   
 
Continued focus and investment in our technical differentiation is key to our success, both within services through 
development frameworks and in software products through a common and innovative technical approach.  To help us 
achieve these objectives, we made significant investments in 2005 and are making additional investments as part of our 
2006 operating plan.   
 
Real Software offers an extensive range of solutions for our customers.  This ranges from providing a development 
engineer for a day or week to infrastructure support to large scale development projects to full turnkey applications.  
Our depth and breadth of offerings allows us to be extremely responsive to the majority of our customers needs.  We 
have numerous points of entry into our customers, which provides a key advantage over our competition.  In addition, 
we have tremendous technological expertise (JAVA, Oracle, .Net, etc.) and possess great sector knowledge across 
many market segments (Banking, Finance & Insurance, Wholesale, Industry, Retail, Publics & Para-Publics, etc.).  We 
need to harness this power to increase our presence through out our operating regions. 
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On December 9, 2004 the “Belgium Code on Corporate Governance”, the Code, was promulgated.  In 2005, the Board 
of Directors created a Corporate Governance Committee comprised of William Patton, Filip Roodhooft, & Thierry de 
Vries, Corporate Secretary, to formalize the Company’s conformance to the Code in an organized and efficient manner.  
Real Software’s Group Corporate Governance Practices Book, “CGPB”, was developed to ensure that the Board, 
Company management, employees, shareholders, and the public can be specifically aware of the Company’s 
commitment and adherence to the Code.  The CGPB is posted in it’s entirety on the Company’s web site, 
www.realsoftwaregroup.com. 
 
Real Software continues its commitment toward improving its operations financially, increasing its associates’ pride and 
improving its customer confidence in Real Software.  Although, we are subject to various business risks both within the 
company and due to external forces, management remains confident in the continued success of Real Software.  We 
highly appreciate the efforts of all of our associates and the continued support of our shareholders. 
  
 
Yours faithfully, 
 
 
 
         
William B. Patton, Jr.    Ashley Abdo    

Permanent representative of Gores Technology Ltd, Küsnacht Branch 
Chairman of the Board of Directors   Managing Director - CEO 
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REPORT ON ACTIVITIES 2005  
 
 
 
• Turnover 
 Group turnover for the second half of 2005 was € 57.0m, a decrease of 7.9% compared to the second half of 

2004 (€ 61.9m) reflecting continued rationalization of the business. Total group’s turnover for 2005 is € 
115.9m, a decline of 10.3 % compared to last year ( € 129.3m).  

 It should be noted that turnover for the second half of year, which due to seasonality is generally lower 
compared to first half, increased from 92 % of first half turnover in 2004 to 96 % this year.  This increased 
turnover ratio compared with the first half is an indication of the strengthened sales force.  

 
• Recurring Operating result1 
 Recurring operating result1 for the second half of 2005 was € 1.5m, € 2.7m above 2004’s comparable second 

half result (€ -1.2m).  Compared with 2004, the recurring operating result1 in 2005 improved by € 3.7m to € 
1.2m. This results from improvement plans that have been implemented in the first semester 2005 resulting in 
better operational margins in divisions and lower overhead.   

 Compared to last year the improvement in the Services segment amounts to € 1.7m and in the Products 
segment to € 1.3m.   
 

Segment information

€ m Products Services Corporate Group Products Services Corporate Group 

Turnover 43,0 86,3 129,3 38,8 77,1 115,9

Recurr. oper.result ( footnote 1) -2,5 4,4 -4,4 -2,5 -1,2 6,1 -3,7 1,2

% -5,8% 5,1% -3,4% -2,0% -3,1% 7,9% -3,2% 1,0%

2004 2005

 
 
 

• Operating result  
 The operating result for the second half of 2005 was € -4.9m, which is € 1.6m better than the second 

semester in 2004. In second half 2005 an additional provision of € 5.9m for further improvement plans has 
been set up explaining the negative operating result in the second semester of 2005.  

 
 The operating result for 2005 was € -4.0m, € 1.7m better than 2004 despite a € 1.9m higher provision for 

restructuring versus the prior year. The result includes € 1,2m non-recurring revenue mainly from a favourable 
settlement with a former shareholder, €- 6.7m restructuring charges, and a € 0.3m release of provisions due to 
favourable settlements.  

 
 
• Net Result 
 Net Group Result for second half 2005 is € –7.7m, € 0.8m better than last year demonstrating the continuing 

improvements. For 2005 the Net Group Result is € -10.1 m, same as last year.  
 The financial result was € -5.4m, which is € 1.3m worse than last year due to € 0.8m one-time exceptional 

interest waiver received in first quarter 2004 from banks and additional cost of credit facilities put in place in 
2005.  
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  (note: REBIT = Recurring operating profit footnote 1) 

      

• Net Cash Flow from operating activities 
 Net cash flow from operating activities was a positive € 1.3m on annual basis, €4.6m better than 2004, mainly 

due to a reduction in net working capital. 
 
• Equity / Debt 
 Equity at end of 2005 amounts to €-52.9m, € 6.1m better than last year. This improvement results from the € 

15.6m inclusion of the automatic convertible bond in July 2005 and a €0.8m capital increase to settle litigation 
with former shareholder which was partly offset with  €-10.1m loss in 2005. 

 
• Headcount 
 As of 31 December 2005, the Real Software Group had 1,155 employees compared with      
 1,251 on 31 December 20041.  
 
• Prospects for 2006 
 For the fiscal year 2006 the group expects continued improvement in the operational results and effective 

stabilization of the group’s activities.  This is based upon further optimization of resources and productivity 
improvements in the Products segment and overhead and upon the impact of strengthening the sales force 
mid 2005.  

 
• IFRS  
 The 2005 year end close is reported according to IFRS with comparable figures for 2004. As a result of IFRS 

adaptation equity as of 1 January 2004 has been reduced by  € 45.4m. The conversion note will be made 
available on the website www.realsoftware.be. 

 
• Going concern 
 The Board of Directors has drawn up the accounts as of 31 December 2005 under going concern based upon 

the following considerations:  
 

� The significant improvement in recurring operating result1 in 2005. 
� The forecasted 2006 improvement in operating result. 
� The delay of € 5.8m principal and € 3.7m interest payments on senior debt to 2007. 
� The extension of 50 % debt remission on senior debt to 2007. 

 
 

                                                 
1 The reported headcount on 31 December 2004 of 1,283 was reduced by 32, i.e. the number of employees who reached the 
end of their notice period on that day. 
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1. GENERAL INFORMATION REGARDING REAL SOFTWARE 
 

1. HISTORY AND DEVELOPMENT OF REAL SOFTWARE   

1.1. GENERAL INFORMATION  

Real Software, abbreviated “RLS”, was incorporated on June 6, 1986 for an unlimited duration.  Real Software has the 
legal form of a corporation (‘naamloze vennootschap (NV) - société anonyme (SA)’) organized and existing under the 
laws of Belgium.  In accordance with the Belgian Company Code, the liability of the shareholders is limited to the 
amount of their respective committed contribution to the capital of Real Software. 
 
The company’s registered office is located at Prins Boudewijnlaan 26, 2550 Kontich, Belgium (tel.: +32 (0) 3 290 23 
11).  It is located within the jurisdiction of the subdistrict of Kontich, district of Antwerp, Belgium.  The company is 
registered with the registry of enterprises under company number 0429.037.235.   
 
The company has two branches which are located at Houthalen (Centrum Zuid 1527, 3530 Houthalen-Helchteren) and 
Oostkamp (Siemenslaan 12, 8020 Oostkamp).   
 
The company’s initial public offering occurred in 1997.  Prior to and during the years following that date, Real Software 
gradually expanded its business through participations in a number of companies in Belgium and abroad.  On December 
21, 2001, Real Software merged with a number of its, mostly Belgian, subsidiaries.  The merger, together with a series 
of sales and liquidations of (foreign) subsidiaries which were no longer of interest for the company, resulted in Real 
Software currently holding participations, directly or indirectly, in different Belgian and foreign companies, as further set 
forth in Section 5. 
 
For information on the articles of association and other additional corporate information, reference is made to Section 
14 and 16. 
 
Hereinafter follows an overview of the important events in the development of Real Software’s business during the 
years 2003, 2004 and 2005.   Please note however that until year-end 2004, Real Software reported under Belgian 
GAAP.  The information below for 2003 and 2004 is hence not IFRS compliant.  

1.2. IMPORTANT EVENTS IN THE DEVELOPMENT OF REAL SOFTWARE  

Please note that until year-end 2004, Real Software reported under Belgian GAAP.  The information 
below for 2003 and 2004 is hence not IFRS compliant. 

MILESTONES 2003 

26/02: Real Software announces its annual results for 2002.  Thanks to a strong fourth quarter, the forecast for the 
year of a net ordinary group profit of €3.5 m has been achieved.  A group turnover of €179.6 m has been 
generated in 2002, together with an operating profit of €14 m, giving an EBIT margin of 7.8 %.  The group 
turnover from core activities has dropped 6.6% on a comparable basis, in line with the market average.  The 
integration of the group has been continued further. On June 10, 2002 a merger was carried out of fifteen (15) 
Belgian subsidiaries.  The new organizational model, based on four core divisions, has been implemented.  As 
the final step in the restructuring and integration program, the board of directors and the management have 
decided to revalue goodwill in connection with the prices paid for acquisitions in the past.  This goodwill 
impairment of €53.8 m is shown in the extraordinary results.  The net group loss of €76.4 m is largely the 
consequence of this.  The group expects status quo to be maintained in turnover and EBIT in 2003. 

June 2003 

30/06: Real Software starts negotiations regarding the restructuring of its financial debt, with the objective of adapting 
it so as to both safeguard the company’s short-term continuity and lay the foundations for the group’s long-term 
development.  Real Software is therefore striving to reach an agreement with its creditors that will procure a 
balanced equity and debt structure for the company.  The due date for interest originally payable on June 30, 
2003 is pushed back during the negotiations. 

  
24/11: The extraordinary general shareholders’ meeting mandates the board of directors to pursue the debt 

restructuring negotiations with the banks further, within the framework communicated in the company’s press 
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releases on October 10 and 23, 2003.  The meeting decides that the company should continue trading in 
accordance with article 633 of the Belgian Company Code while the negotiations with the banks are proceeding.  
To this end, the current moratorium on interest and capital repayments is extended by the banks to March 15, 
2004. 

MILESTONES 2004 

 February 2004 
 
09/02: Real Software announces that it has reached an agreement with Gores Technology Group, LLC  to assure the 

continuity of the group.  An agreement between Gores Technology Group, LLC and the banking syndicate 
involves all of the senior debt (approximately €200m) and outstanding securities being acquired by Gores 
Technology Group, LLC.  The agreement between Gores Technology Group, LLC and Real Software involves the 
majority of the transferred debt (€157m) being restructured in such a way that Gores Technology Group, LLC 
will acquire approximately 83% of the outstanding shares of Real Software after the restructuring.   In addition, 
Gores commits to make up to € 10 million of new working capital available to Real Software (in the form of 
convertible bonds or similar financial instruments to be subscribed to by Gores Technology Group, LLC from time 
to time).  

April 2004 

06/04: At an extraordinary general shareholders’ meeting, the shareholders approve the proposed contribution to the 
capital of Real Software of the major part of the debt. The debt that is contributed amounts to € 157,036,633.13 
and in return for it, 150,996,763 new shares are issued.  As a consequence, Gores Technology Group, LLC 
(through an affiliate) controls 83% of Real Software.  At the same meeting eight new directors, nominated by 
Gores Technology Group, LLC are appointed to the existing board of directors.  At the annual general meeting 
directly afterwards, the company’s annual accounts are approved. 

September 2004  

24/09: Real Software decides on the new composition of the board of directors, with effect from October 1, 2004.  The 
number of board members is reduced from fifteen (15) to nine (9): the managing director - CEO, five (5) 
directors representing the majority shareholder (Real Holdings LLC, an affiliate of Gores Technology Group LLC) 
and three (3) independent directors.  Six (6) directors resign.  

 
26/09: The board of directors appoints Peter Op de Beeck BVBA as the new managing director and CEO of the 

business.  Peter Op de Beeck BVBA takes up its function as from October 1, 2004, succeeding Mr. Theo Dilissen. 

MILESTONES 2005 

February 2005 

27/02: The annual results of 2004 are published: total group turnover of 2004 amounts to € 133.1 million, 16.1% less 
than 2003 (€ 158.9M). 50% of turnover reduction is due to elimination of low margin business.  Compared 
with 2003 the operational profit improved with € 1.5 million to € 1.6M.  The net group result of 2004 is €23.5 
million better than in 2003 and amounts to €-32.6M.  The net cashflow was € -6.0 million, an improvement of 
€ 14.2 million compared with the previous year.  Financial debt reduces with € 149.3 million compared with 
2003. 

March 2005 

03/03: Real Software reaches a settlement with Mr. Rudy Hageman and Indi NV.  Under the terms of this out-of-court 
settlement, Mr. Hageman and Indi NV drop their claims against the Real Software group, which in turn drops its 
civil and criminal actions against Mr. Hageman and Indi NV.  It is agreed that Indi NV’s claim against Real 
Software will be reduced to €800,000.  The claim will be introduced into Real Software’s share capital within a 
period of eight (8) weeks.  With this settlement, Real Software puts an end to a conflict with the former founder 
and managing director of the business which has dragged on for years. 

 
29/03: At the annual general shareholders’ meeting, the external auditor – Deloitte & Touche Bedrijfsrevisoren 

represented by William Blomme - is reappointed.  The extraordinary general shareholders’ meeting decides to 
issue 1,500 G-1 Convertible Bonds with a five-year term from the time of issue and with the suspension of the 
pre-emption rights of the existing shareholders in favour of Real Holdings, LLC and Roosland Beheer B.V.  The 
income from these bonds will be used to repay the principal on the existing bridging loans. The extraordinary 
general shareholders’ meeting also decides to carry out a capital increase subject to the conversion of the 
above-mentioned bonds.  The conversion can take place at any time during the term of the bonds, at a 
conversion rate defined in the issue and conversion conditions for the G-1 Convertible Bonds.  
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April 2005 

25/04: In implementation of the settlement agreement reached on March 3, 2005 between Real Software, Mr. Rudy 
Hageman and Indi NV, the board of directors increases the capital of Real Software within the limits of the 
authorized capital, by €100,512 with a share premium of €699,488, by means of the contribution in kind of the 
debt claim on the part of Indi NV for €800,000, and with the issue of 1,600,000 shares to Indi NV at an exercise 
price of €0.50 per share.    

 
 August 2005 
 
31/08: Publication of the half year results. Per 30 June 2005, a group turnover of € 61.0 million was generated.   

Operating result (EBIT) is break-even in the first half of 2005. Additional financing has been put in place by 
factoring in Belgium and France. The extraordinary result in the first semester of 2005 amounts to € 1.0M.  The 
financial result of € -5.7 million in the first half of 2005 is in line with 2004.   
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2. BUSINESS OVERVIEW 
 

2.1. PRINCIPAL PRODUCTS AND ACTIVITIES OF REAL SOFTWARE  

2.1.1. PRODUCTS, SERVICES AND ACTIVITIES 

2.1.1.1. General 

Real Software is a major ICT solutions provider and services company in the Benelux and France.  In 2004, a group 
turnover of € 129,3 million was generated, with an operating margin of 1.2%.  For more financial information, 
reference is made to Section 12. 
 
The activities of the Real Software group are mainly focused on the automation and optimisation of business processes 
and the associated ICT infrastructure.  Real Software’s technology know-how (Java, Microsoft, iSeries, Oracle), 
combined with extensive experience in specific industries and functional domains allows the group to provide its 
customers with innovative, tailor-made, total solutions.  Specifically, customers are offered a comprehensive range of 
services, from the development and implementation of group products via tailor-made services and outsourcing through 
consultancy relating to third-party products, such as Microsoft, Oracle, Java and iSeries.  Real Software has deliberately 
opted to focus on specific market segments in which the group wants to offer niche solutions such as retail and 
wholesale, manufacturing, banking & leasing, life sciences and government.  Its better known customers include, 
among others, Du Pont de Nemours, Carrefour, Johnson & Johnson, Merck Sharp & Dohme, Blokker, STIB-MIVB, TF1, 
EDF – Electricité de France, SNCF, Bandag, Philips, Goodyear, KBC Bank and Fortis Bank. 
 
The core of the company’s business is knowledge; continued innovation and a close follow up of the newest 
technologies are crucial for Real Software to guarantee its competitive edge.  Real Software helps its customers 
automating and optimising their business processes.  The company develops know how about strategic planning, 
analysis of organizations and their functioning, specific knowledge domains, the streamlining of processes and the use 
of different technologies in order to create added value with customers. 
 

2.1.1.2. Organization 

Today, Real Software is one of the biggest software houses in Belgium.  As a group, Real Software has set itself the 
objective of creating the biggest technological platform in Benelux and France and becoming a leading European niche 
player.  In order to implement its strategy and to realize its objective, the Real Software group transformed in 2004 in 
one functional orientated organization.  
 
In 2005, the business consitutes of 2 segments, “Products” and “Services”, with one overarching sales and marketing 
team.  Finance, HR en Legal & Regulatory Affairs are administrative service centers within the group.    
 
The combined offering of (i) products developed in-house, (ii) third-party products and (iii) services create greater 
added value for the group’s customers.  
 
Own products in the Real Software Group are developed by the Belgian product organization, by Real Solutions in 
Luxemburg (see international), by Oriam in France (see International), by the Retail division (see Products) and by 
Stork Real (joint venture)..  
Yhird party products, projects (own products in an early stage of maturity) and services are all delivered by the Belgian 
service organization and Airial (see International).  
 
Through the sales and marketing department, clients are offered one single offering composed of deliverables of both 
segments Products and Services within the organization.  

Management of international activities, joint ventures as well as the strategy are organized as one whole. It is important 
to link the international management and the internationalization of the business. Such internationalization includes the 
introduction of the same processes and tools, the sharing of critical resources and a combined market and client 
approach.  
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2.1.1.3. Segment – Products 

Product development and implementation are an important part of the group strategy.  Moreover a products business 
generates high margins when a critical mass of sales is being attained. The critical mass can be obtained by a more 
focused approach of the relevant market and through internationalization: products need to be deployed in all 
geographies covered by the group and even beyond through distributors or partners. 

A complete separation between product development and implementation is critical to succeed in the scaling of the 
products. In the product management phase, the ‘roadmap’ (i.e. the product’s functionalities) is defined and developed 
in light of specific market requirements and priorities. The product implementation reflects the specific client needs 
through implementation parameters. By separating product development from product implementation, the group can 
evolve to a model in which distribution partners can implement the product autonomously, facilitating 
internationalization. This way of working also generates increased quality.  

The introduction of CMMI@Real procedures within the product development is another initiative to standardize and 
increase the quality of the products.  (CMMI stands for Capability Maturity Model Integration, and is the standard 
framework for process enhancements created by the Software Engineering Institute, an organization sponsored by the 
Carnegie Mellon University (US).)   
 

Such model is being implemented for any product that has reached sufficient maturity.   

Some of the products developed in-house are briefly presented below.  All such products are fully owned by the 
company: 

 

- Odisy: an application specifically developed for wholesale, production and distribution businesses in 
various sectors.  The software has a modular structure and includes extensive functionalities for 
managing the logistical and financial data stream. 

 

- E-Smart: an efficient tool for customer relationship management. 
 

- Fimacs: a total solution for financial services for production, service and distribution businesses alike.  
Fimacs has extensive functionality for standard reporting and offers flexible analysis tools. 

 

- Rimses: this application targets three niche segments.  Firstly, it is aimed at businesses that sell, install 
and maintain technical capital assets. The package integrates contract management, field service, 
distribution, financial management and invoicing. Secondly, this computerized maintenance 
management system offers a solution for supporting all internal maintenance activities and for the 
management of outsourcing contracts in production environments.  The package integrates 
project planning, stock management, stock replenishment, preventive maintenance and service 
performance. A third target group is healthcare, where Rimses is implemented for purchasing, 
goods logistics and facility management. 

 

- Retail: Products for the retail sector are developed within the retail division, which offers a total solution 
for retail chains with multinational activities and a large number of outlets; from supermarkets to 
confectionery shops, via DIY stores and shoe shops.  Prestigious customers include, among 
others, Shopi, Lidl, Gamma, Castorama, Gall & Gall and Blokker.  The IT requirements of these 
retailers constitute the core activity of this department.  They are provided with a total solution for 
store automation – hard- and software, with maximum central information administrability – and 
related services such as training, support, helpdesk etc.  Over 18,000 European retail chain outlets 
work with these solutions. 

 
This division is focusing on six main products (as further described below) with an extensive 
installed base and proven value for the customer.  Two top products are in their final 
development phase, allowing a Java solution to be offered to retailers who require open 
systems.  The six main products are as follows: 

- Management of cash tills: the management of cash tills – via touch screen or keyboard – is 
taken care of by FlexPoint Frontstore and Promopack. 

 

- Automatic inputting of promotional programmes: the automatic inputting of 
promotional programmes is also taken care of by FlexPoint FrontStore and Promopack.   

 

- FlexPoint BackStore automates financial monitoring and inventory and supply management 
for individual outlets. 
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- FlexPoint MultiStore is implemented at retailers’ headquarters for central product and 
assortment management.  This application ensures smooth communication between head 
office and the branches. It looks after two-way traffic of processed and analysed data and 
promotional activities to and from the central computer at head office. 

 

- FlexPoint Replenisher is a dynamic inventory and ordering module.  It generates stock 
replenishment proposals on the basis of a number of centrally managed, defined algorithms 
and also ensures that theoretical stock always corresponds to physical stock. 

 

- In FlexPoint Intrastore, the complete information flow between branch and head office is 
seamlessly integrated, meaning that all employees can consult or transmit information online. 

 

The division offers a total solution: from development to implementation and project 
coordination, via process analysis to tailor-made work, user training and after-sales support.  
The helpdesk and field support constitute a significant element of the service range: over fifty 
50 employees are at the full-time disposal of the division’s customers to deal with any questions 
or provide assistance. 

Today, Skylla (frontstore application) is operational and implemented by the first customer, 
which co-operates with the Flexpoint-application for the backstore environment.   

In 2005, the Retail division mainly focused on the ICT requirements of its existing clientele and 
on harmonizing the install base. It also introduced the use of standards and the alignment of 
the product offering to the various niche segments in retail, such as food, non-food, fashion 
and DIY. Such harmonisation and standardization is critical for the further scaling of the 
business and its aggressive growth on the market.  

Products in the private banking arena are developed in Luxemburg and products around pharmacology are developed 
through Oriam in France (see International). 
 

In 2005, the Products segment has mainly concentrated on improving operational efficiency.  The release management 
process has been standardised, with a central role being given to documentation management, testing and quality 
control. 

In its efforts to improve customer focus, the division has started up the Real Software Customer Care Center.  All help 
desks/support groups have been centralised in order to offer customers a single point of contact for support activities.  
All access points for the various products are being brought back to one single, central point of contact from which the 
client is closely monitored.  Such close customer follow up is part of the maintenance contracts that have been 
standardised to warrant a required level of quality. 

2.1.1.4. Segment - Services 

Today, a substantial part of the group’s revenues is generated by ICT services.   

The division’s services portfolio comprises end-to-end ICT services, reflected in its Design-Build-Transform-Run concept.   

The Services department helps customers in achieving their business goals and consequently outlining strategic 
directions in which ICT can be an enabler to gain competitive advantage.  In the design phase it assists the customer 
in determining for each business process which option provides the best balance between Total Cost of Ownership and 
Requirements fit: from standard solutions (in house developed applications or third party products) over customized to 
Best of Breed/Extended ERP or totally tailor made solutions.  Based on the customer’s strategic objectives and an 
insight of the different business processes, the division identifies business and IT opportunities and maps these to the 
organizational, business process, application and infrastructure architectures.  A set of objectives then evolves into the 
development of a migration strategy and tactical plan, resulting in a project investment prospectus. 

Building or transforming solutions requires quality delivery and development.  Based on project management best 
practices (such as PMBOK), the team manages a standard, structured and documented process.  All project managers, 
including the customer, have access to a project management portal to facilitate communication, collaboration and 
follow up.  The division can contribute competences at each level of the project: project managers, functional analysts, 
system architects, system engineers, validation engineers and technical writers. 

In order to guarantee a successful development cycle of a customer project, the services division has worked out a 
project execution best practice based on industry standards.  The successive phases of the development process are 
continuously controlled, measured and improved: analysis & design, requirements gathering, business modelling, 
deployment, change & release management, testing and implementation.  The iProcess methodology is supported by 
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documentation, templates and tools.  This ensures the quality of deliverables to customers, standardization within the 
company and repeatable success of projects of any type.   

Once a project has been successfully executed, a maintenance organization will guarantee further support.  The 
ongoing management, maintenance, enhancement and support of business systems – throughout their lifecycle – is 
called Application Management Services (AMS).  The division has a structured service delivery approach for this run-
phase.  Depending on the skills of its specialists and related to the strategic impact/added value and risk of the 
assignment, the division can offer different service levels - based upon ITIL standards.  They range from IT staffing 
over turnkey projects to totally managed services.  For customer projects with a long term perspective the division 
offers Service Level Agreements and outsourcing services resulting in real strategic partnerships.  

In this run phase the services division can take care of application management services, such as system integration, 
infrastructure, remote management services, call center/helpdesk activities, field services, security, user assistance and 
training.  Experienced and highly skilled IT professionals ensure leverage of the customer’s existing ICT portfolio. 

Whatever assignment, the division’s specialists help to decide in sourcing, project delivery and in service support what 
brings the best value-for-money solution towards the customer.  Project management and service delivery are set up to 
host on site, off site and/or off shore. 

For over fifteen years, customers – ranging from multinationals to medium businesses across all industries - conferred 
their projects to Real Software.  As the group’s knowledge and expertise grew and consequently its added value 
increased, co-operation and partnership models with customers evolved.  Pure sourcing, i.e. staff augmentation shifted 
to project- and service-based activities, resulting in operational assistance and operational performance improvement.  
Real Software continued all these years to specialize in certain industries - such as Retail and Wholesale, Banking, Life 
Sciences, Manufacturing, Public - functional domains and different state-of-the-art technologies – allowing it to bring 
innovative solutions and consulting services to its customers. With respect to customer partnerships, the division has 
implemented different models.  For all types of services and solutions, it can enter into framework agreements covering 
time & material, sourcing, fixed price projects, managed service contracts, Service Level Agreements and outsourcing.  

Real Software is always eager to realize fixed time/fixed price contracts. Its commitment even reaches as far as full 
lifecycle engagement whereby the total cost of ownership (or full lifecycle cost) is divided up proportionally over a 
certain time period, allowing the spreading of the initial investment cost.  

Within the services division of Real Software, 410 professionals daily combine vision and pragmatism resulting in the 
delivery of top-notch competences.  This is where the division differentiates itself from the top consulting companies 
and traditional system integrators.  Added value and an optimal return on investment are crucial to the services 
division. 

Six competence units – Project Services, Java, Microsoft, iSeries, Oracle and Infrastructure – host technical, 
functional/business and process oriented know-how which is brought in within the different customer projects 
and internal strategic solution and sector programs.   

Technical competence is the know-how of technical tools and technologies producing the deliverables.   

Functional competence is the know-how of what the customer wants; an in-depth view of how targeted niche 
segments have developed and evolved.  More than 30 business analysts/sector consultants – specialized in the key 
markets Real Software focuses on such as banking & leasing, retail, life sciences, manufacturing, public – feed market 
information into sales and marketing where the go-to-market solution portfolio (both services and/or products and/or 
infrastructure) and business plans for the specific sectors/solutions areas are defined.  

Process oriented know-how means that the division specialists know how to manage projects successfully and how 
to organize application management services efficiently.  It allows the division to help its customers tackle the most 
complex and challenging business and IT projects. 

The services entity also follows up on projects that are being implemented on a recurring basis within a targeted client 
base. Such projects over time evolve towards a level of standardization thus becoming products.  The fact of having 
such projects still under the service organization as opposed to the products organization has to do with the level of 
maturity of the solution and the need to further develop bespoke requirements within the product to comply with the 
customer needs. The distinction between development and implementation is not as clear-cut as in the product 
department. Some of these products are 

 

- Ritm: a total solution for the textile sector, including modules for financial management, planning, 
shopfloor control, weaving inspection, warehouse management and administration (sales, 
purchasing, inventory, bill of materials, cost price calculation and maintenance). 

 

- VarE-Docs: a total concept for business document creation; can be used with most current CRM and ERP 
applications and database systems.  VarE-Docs creates the possibility of efficient design, 
formatting, management, and electronic and physical production and distribution of variable/ 
personalized documents.  The application is mainly used in document-intensive environments such 
as banks and government institutions. 
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- Ergomed: has been developed for the automation of external medical services.  The medical file is the core 
of the application.  The different modules operate on a fully integrated basis: administration, 
company visits, planning, reporting, invoicing, risk assessments and data warehousing. 

 

Quality and professionalism are of central importance in light of the further increase in added value that is being offered 
to the customers.  The CMMI@Real project has been started up, with the objectives of raising quality and introducing 
best practices for core processes.  CMMI is regarded as the standard for quality management in technology businesses. 
Quality scores for the key accounts will be used as a measuring device. 

Within the services division, bid management has been centralized so that the division is better able to streamline its 
service offering and align it with the strategy.  Uniform branding, clear bids, standardizing commitments to the 
customer are being improved in the process. 

At the request of its customers, the division has pursued its search for experts - highly qualified, experienced 
employees.  In the strategic niches of Project Management, Java and dotNet in particular, a large number of new 
employees have already been recruited, and this trend is being continued.  Highly qualified business professionals are 
also being systematically attracted in the sectors and niche segments on which the business focuses, so as to enhance 
the link between the customer and the technology.  The growth of the services division which started in 2004 is thus 
being maintained. 

2.1.1.5. Sales & Marketing 

Sales & Marketing sells the group’s ICT services and solutions and formulates customers’ needs in the niche markets in 
which the business wants to operate.  Sector development, solution management and the customer service and support 
centres are accommodated within this entity. 

In 2005, the management of this division mainly focused on switching from the general time and material approach to 
the sale of niche solutions and services with the specific selected market segments in which the group wants to be 
active, (retail, wholesale, production - including textiles and asset management as niche segments - life sciences and 
government).   

A second objective is to increase the turnover generated from existing customers by attracting more business with 
those customers via concerted account management.  A small number of customers account for a very high proportion 
of total group turnover.  The top thirty (30) customers represent approximately 50% of total turnover, more than half 
of this being generated from ten to fifteen of the most important customers.  80% of business income is generated 
from around 200 businesses.  This demonstrates that substantial untapped potential remains for the group’s solutions 
and services. 

2.1.1.6. International Operations 

The international operations division includes the international activities of Airial Conseil SA, the French subsidiary of the 
Real Software group, and Real Solutions SA, the Luxembourg subsidiary of the group, the management of the joint 
ventures and the internationalization of a select portfolio of solutions.  It is responsible for strategic business 
development and the international expansion of the group’s activities through mergers and acquisitions.  

Airial Conseil SA - France 
 
Airial Conseil SA offers a complete array of IT services, ranging from consultancy and engineering, via integration, 
development and implementation through to maintenance of third-party products, technical support and training. 
  
Most of the business’s customers are in the French public and semi public sector,.  Airial Conseil SA provides IT services 
to long term historical clients focused around legacy systems and new projects. The unit has 290 employees. Its client 
base offers some clear advantages: it is less exposed to downwards economical cycles and to the threat of off shoring 
and it has a solvable client base.   
 
 
Important clients are AP-HP (Hopitaux de Paris) and France Telecom both having signed frame agreements  for several 
years until 2007, the Ministry of Justice, CNAM (Caisse Nationale d’Assurance Maladie), RATP, Mairie de Paris, Ministry 
of Agriculture, … About two thirds of such clients have been serviced for at least over 5 years. 
 
The current fiscal year has been focused around an orderly transition of the business from the management of its 
original founders to a new professional management, the integration of the French company within the group’s strategy 
and the position of the French business for growth in the same way as the Belgian business is structured. The results 
reported so far continue to demonstrate the stability of the business. 
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Real Solutions SA - Luxembourg 
 
Real Solutions SA is generally considered as one of the key software and service providers to the banking community in 
Luxemburg.It offers solutions composed of self developed software (IBSY and AOF-DM), services and hardware. 

 
 
Real Solutions’ main solutions like Electronic Document Management, management systems, and the collaborative 
solutions have been successfully implemented in various environments and have generated directly (licence and 
maintenance fees) and indirectly (services) the main part of its revenue in the non-banking activities. 
 
Real Solutions’ software offer  to the financial community includes different modules: 
 

• The development of the completely reengineered version of the solution, IBSY 3.0, has been continued, 
and many customers have already subscribed to the migration to IBSY 3. Sales of the new software on a 
modular basis has further progressed.  

• Real Solutions  has launched an independent package to comply with the new IAS/IFRS rules, including 
booking engine, multi-entity and multi-accounting structure. 

• Real Portfolio (Web-based portfolio management system) has been finalized and is already in use with 
several banks 

 
IT services continue to be provided mainly to the banking community. 
 
In terms of I-series and other hardware, Real Solutions SA manages to keep a leading position and to gain new 
agreements for hardware and related maintenance mainly in the banking community.    
 

 
Joint Ventures 
 
Supply Chain Software is a joint venture between Real Software (60%) and E.I. Du Pont de Nemours Co., Inc., 
(40%) a leader in the chemical sector.  The business was set up in 1989 with the expert team that was responsible for 
DuPont Europe’s supply chain solutions for many years. 
 
From its offices in Kontich, Supply Chain Software supports over 2,500 DuPont users at 55 sites all over Europe.  
Thanks to this experience, Supply Chain Software has a professional team that is completely familiar with the activities 
of a complex multinational network in a mixed computer environment. Supply Chain Software has particular functional 
and technical experience in systems which focus on the activities which constitute the backbone of the supply chain: 
order registration, stock management, production planning, forecasting, warehousing, customs administration, 
distribution and customer relations.  
 
StorkReal is a joint venture between Stork Maintenance Management B.V. (50 %) - part of the Dutch technology 
concern Stork - and Real Software (50 %). StorkReal is active in the field of business consultancy and system 
implementation. In both Belgium and the Netherlands, StorkReal organizes and automates maintenance and internal 
logistics on the basis of its own methodology and maintenance information systems such as SAP and Rimses. 
 
In Belgium, Real Software’s maintenance management activities have been taken over and combined with the activities 
of Stork Maintenance Management; these have been further expanded in Belgium and focus on organizing and 
improving the total maintenance and production process. 
  
Through this partnership, Stork and Real Software, with a combined workforce of over 100 professionals, are assuming 
an even stronger position on the maintenance consultancy and software market in Benelux. 
 
International activities in France and Luxembourg are going well and running to schedule.   

Airial Conseil SA, the group’s French subsidiary, is particularly active in the public/semi-public sector and among high-
end businesses in the private sector.  Real Solutions, the Luxembourg-based subsidiary, is consolidating its position on 
the Luxembourg market.  The new release of Ibsy, the group’s integrated banking solution, is being systematically 
introduced among the existing clientele.  Activities at the Joint Ventures Supply Chain Software and StorkReal are 
proceeding to plan. 

 

2.2. MARKET AND MARKET POSITION  

Real Software is today amongst Belgium’s top ten IT businesses.  The group has set itself the objective of developing 
the biggest technology platform in Benelux and France and becoming a leading European niche player.  It aims to be 
the most advanced technology partner for its customers, and to support them as they optimise their core business 
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processes.  Quality and cutting edge are central.   
 
In the IT world, Real Software is positioned as a solution provider, with a good price/quality ratio.  It differentiates from 
most of the competition by offering a combination of standard software, third party software and services in an 
integrated way. 
 
The group is placed on a level with the ‘Big Four’ process consultants – PwC, Accenture, Deloitte and KPMG, ‘architects’ 
in partnership with whom Real Software develops projects.   
 
The larger software suppliers, such as SAP, Oracle and Microsoft flank Real Software.  These businesses develop 
applications themselves, but leave the implementation to system integrators such as Real Software.  These are joined 
by the dozens of smaller software houses, who generally specialise in a single technology or a single functional area. 
 
Please find hereafter an overview of the principal markets in which Real Software competes.  
 

• Within the banking and insurance sector, Real Software encounters organizations, such as DMR, CTG, 
EDS and CMG as it prospects for business.  Eri Bancaire, Temenos, Mysis, AAA, Decalog, Doc1, Sofico 
and Iris offer solutions which compete with its products.  In Belgium, 80% of the ‘Tier 1’ financial 
institutions are Real Software customers; in France, the same is true of 30% of the leading organizations 
in the banking sector.  Within this segment services are also offered to 50% of the international ‘Tier 1’ 
leasing businesses.  The group’s private banking solution, Ibsy, has a 10% market share in Luxembourg, 
putting it in third place. 

 
• Within the retail sector, Real Software has a strong position in Belgium and the Netherlands, with a 

market share of 25% for its POS (Point of Sale) solutions.  The business automates over 15,000 cash tills 
in Western Europe and delivers services to top retailers in Europe. Anker Systems and BKVision in the 
Netherlands and Symag & Timeless in France are competitors for both product development and system 
integration business.  The group’s wholesale solution, Odisy, has a market share of 10% in Belgium. For 
this segment, Dimasys (Systemat), Unit4 and Microsoft Business Solutions offer rival products and 
services.   

 
• Life sciences is another segment on which the group focuses.  With its consulting services, the business 

competes here with the ‘Big Four’ and First Consulting Group.  In the area of product development, 
businesses such as Cumas, Liquent, Cegeka, InfoHos and Werkamed are contending in the same field.  
In the Netherlands, the group has three of the five biggest hospitals among its clientele.  Over 60% of 
the top five pharmaceutical businesses in Belgium use the group’s services.  The group’s application for 
medical services makes it the market leader in Belgium in this area (with a 60% market share). 

 
• Within production environments, Real Software competes through its product range against businesses 

such as MRO Software and Datastream with its maintenance applications and against Shaeffer, Porini and 
others with its textile application.  Atos Origin, CGE&Y, Cronos, CSC and Dolmen feature most 
prominently in the same system integration market.  RITM, the group’s niche solution for the textile 
sector, has a market share of 15% in Belgium.  Together with the joint venture StorkReal, the group 
holds the number one position in Benelux in the field of asset management consulting, technology and 
implementation services. 

 
• Exact, Cipal, Microsoft Business Solutions, Doc1 and Meridio are examples of businesses against which 

the group is competing with its products targeted at the public sector.  For its system integration 
activities in this segment, it sometimes finds itself taking on Cipal, Cevi, IBM, Cronos and Atos Origin.  
The group regularly delivers services to around a third of federal government administrations.  Electrabel, 
Belgacom, the NMBS/SNCB (Belgian National Railway Company) and the Belgian Postal Service are 
among its customers. 20% of the top 15 urban centres in Belgium make use of the group’s product 
offering. 

 
Real Software is today among the top ten IT businesses in Belgium.  Unfortunately it is not possible to illustrate trends 
and expectations in the market in which the group is active with figures.  Virtually all ICT businesses abstain from 
making predictions, preferring not to commit themselves to pronouncements and forecasts about the short- and long-
term future. 

 
For its employees, the business aims to be an attractive employer and to develop a meritocratic culture.  Real Software 
is a ‘people business’: people and their knowledge represent its major assets.   Real Software aims to be a community 
for its employees, where top talent feels at home and is able to develop further, driven forward by professionalism.   
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3. RISKS FACTORS 
 
 
 

 
In application of article 96, 1° of the Belgian Company Law, as amended by the Law of 13 January 2006, the company 
herewith provides information on the main risks and uncertainties that could negatively impact the development, the 
financial results or the market position of the company.   
 
 
 
IT-market  -  The IT market growth could slow down or go away completely. Downturns in IT market conditions in the 
Benelux and in France could negatively impact operations. 
 
Operating margins  -  Real’s Services’ operating margins are sensitive to the average daily rates billable for technical 
staff.  These rates are subject to numerous variables, many outside of Real’s control.  The margins in the servicing 
business are, amongst others, strongly influenced and reduced by the impact of off-shore operations and by bigger 
software companies entering the midsize business market with low entry pricing. 
 
There is no certainty that the average daily rates will remain stable.  A decrease in the average daily rates would 
negatively impact Real Software.  The impact of off-shore business also reduces the margins on the servicing business.   
 
Recruiting environment  -  Belgium based services growth requires additional staff (69 net) to achieve the IT operating 
objectives.  The current employment market for IT professionals in Belgium is very buoyant, making the addition of 
such staff a challenge.  In 2005, 194 staff members left the company, against 124 new hires and the launch of an 
intensive recruitment campaign. 
 
Sales pipeline  -  The sales organization in Belgium was restructured in mid 2005.  The 2006 operating plan relies upon 
certain sales successes in both Products and Services. This includes sales to new as well as to existing customers. 
Although the sales pipeline is increasing, it is not a certainty that the projected sales will actually materialize. A portion 
of expected sales is related to products which are still in development and/or require added functionality. Risks exist in 
completing these tasks and thus could impact ability to sell and/or deliver promised solutions. 
 
Litigations  -  the company has certain pending files that can be qualified as contingent liabilities according to the 
definition of IFRS.  We refer to Section 12.1.2.30 for more information in this respect.  
 
Financial position  -  The business is planning to either sell some of its assets or raise capital in the course of 2006 to 
reduce its debt and fund the required restructuring to maintain a profitable business with healthy operating margins 
and right sized overhead. To provide the company ample time to realize the reduction in debt the holder of the senior € 
44.8 m debt has extended expiry of the 50% debt remission by one year up to April 2007 and delayed interest and 
principal payments on the senior debt by one year to June 2007. 
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4. EMPLOYEES 
 

4.1. NUMBER OF EMPLOYEES AND PERSONNEL MOVEMENTS  

On the date of this annual report, Real Software group employs 1,102 employees.  Since fiscal year 2003, the number 
of employees reduced as follows: on December 31, 2003, the Real Software Group employed 1,470 employees; on 
December 31, 2004, 1,251 employees and on December 31, 2005, 1,155 employees.  
 
The distribution of personnel is currently as follows:  
 
 

Department No. of personnel members 

Segment: Services  706 
Segment: Products (incl. retail) 308 
Sales & Marketing  42 
Staff & Support 46 
  
TOTAL 1,102 

 
 
In order to keep overall costs under control, a number of employees were laid off in 2005. This resulted in a high 
personnel turnover.  In total 194 staff members left the company.   
To counter this phenomenon, an employee retention initiative was launched, with higher salaries being offered to 130 
personnel members amongst other measures. In 2005 124 new recruits were hired in the light of expanding the group’s 
technology skills.  An intensive recruitment campaign was started in September 2005 to attract new employees.  The 
emphasis was on employees with knowledge of new technologies such as JAVA and .Net.   
 
The personnel evolutions of the last three (3) years can be explained on the one hand by the disposal of non-core 
businesses and activities within the group, and on the other hand, it can be stated that the high turnover of the 
personnel is due to the following factors:  
 
 

- the large insecurity regarding the survival of the company in 2002 and 2003;  
- the problems at that time with the shareholders;  
- the new strategic choices which the company has made over the last three years (products/services);  
- the new company culture, introduced at the entry of the new reference shareholder;  
- the new organization: centralising the supporting services (administration, personnel, sales & marketing) 

4.2. ORGANIZATIONAL INTEGRATION  

In early 2004, a steering group made a start on devising a new organizational structure and on consistently replacing 
the four (4) divisions that had been created at the end of 2001 with a functionally driven (Belgium - the Netherlands) 
organization.  In the new structure, comparable activities of the former divisions were bundled into functional 
departments in order to increase efficiency.  Five in-depth workshops were held, in which all line managers were 
involved.  On June 18, 2004, the new organizational structure was announced to all personnel at a major personnel 
meeting. 

 
The next step in this integration was taken in November 2004 by winding up the BeNe organization and integrating it 
with the corporate organization, so that clearer reporting lines were created and the corporate departments became 
more closely involved in the business. 
 
In parallel with this organizational integration, the personnel policy in Belgium also underwent further alignment. A 
framework has been in place since 2002 for phasing out the pay and employment conditions inherited from acquired 
businesses in the past. In 2005, good progress was made in the further alignment of all benefit packages within the 
Group. 
 
As of August 2005, the company started to organize workshops to improve the company results by stimulating the 
individual and organizational accountability.  This cultural change encourages all our associates to feel responsible and 
empowered to make the difference. 
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4.3. WORKS COUNCIL 

The consultation process has reached cruising speed in 2005.  The Works Council, the Health and Safety Committee 
and the Union Delegation, set up in 2004, are fully up and running. The minutes of the monthly meetings can be 
consulted by all employees on the Real Software Intranet (RealPortal). The company continues to make every 
endeavour to create a constructive dialogue with all the consultation bodies.  

 

4.4. INTERNATIONAL OVERVIEW  

Hereinafter is an overview of personnel divided per country. 
 

Country No. of personnel members 

Belgium 681 
France 321 
Luxembourg 71 
the Netherlands 29 
TOTAL 1,102 
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5. ORGANIZATIONAL STRUCTURE OF THE REAL SOFTWARE GROUP  
 
 
As set forth in Section 1, Real Software currently is the parent company, directly or indirectly, of different Belgian and 
foreign companies, as follows: 
 
 
I

N SCHEME IFRS CANVAS 



 

 

-  III  - 
 

CORPORATE 
GOVERNANCE 
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6. SUPERVISORY BODIES AND SENIOR MANAGEMENT  
 
 

6.1. GENERAL INFORMATION  

6.1.1. BOARD OF DIRECTORS 

6.1.1.1. Composition of the Board Of Directors 

Following the share capital increase on April 6, 2004 by Gores Technology Group, LLC, via its affiliate company Real 
Holdings, LLC, the latter became the company’s majority shareholder as set forth in Section 10.  The present 
composition of the company’s board of directors still reflects the majority shareholder’s strong involvement in the 
supervision of the business: four (4) directors including the chairman appointed by Real Holdings, LLC, make up an 
eight (8)-strong board of directors together with three (3) independent directors and the managing director. 
 
In January 2006, Gores Technology Ltd., Kusnacht Branch, represented by Ashley W. Abdo, was appointed as new 
managing director of the Company, succeeding Peter Op de Beeck BVBA, who acted as managing director from 
October 2004 until January 2006.   
 

The table below gives an overview of the current members of the board of directors and their terms of office: 

 

Name Executive or 
non-executive 

director 

Title Start of 
term 

End of 
term 

Mr. William B. Patton, Jr. Non-executive Director and 
Chairman 

2004 2010 

Gores Technology Ltd., Kusnacht 
Branch.  
Represented by Ashley. W. Adbo 

Executive Director and  
Managing Director 

2006 2010 

Viscount Etienne Davignon Non-executive  Independent 
Director 

2004 2010 

JPD Consult BVBA, represented by 
Mr. Jean-Pierre Depaemelaere 

Non-executive  Independent 
Director 

2004 2010 

DR Associates BVBA, represented by 
Mr. Filip Roodhooft 

Non-executive Independent 
Director 

2004 2010 

Mr. Mark Stone Non-executive Director 2005 2006 
Mr. William B. Patton, Jr.  Non-executive Director 2004 2010 
Mr. Joseph P. Page Non-executive Director 2004 2010 
Mr. Scott Honour Non-executive Director 2005 2006 
 

The board of directors confirms that Viscount Etienne Davignon, JPD Consult BVBA, represented by Mr. Jean-Pierre 
Depaemelaere and DR Associates BVBA, represented by Mr. Filip Roodhooft, all qualify as an independent director as 
they satisfy the criteria set forth in Section 6 and 8.  With the appointment of independent directors of such high level 
and extensive business experience (as further indicated below), the board of directors has confirmed its commitment to 
sound corporate governance.  The standards and quality of the independent directors ensure that the company is 
committed to corporate governance.  For further information of Real Software’s Corporate Governance policies and 
commitments, reference is made to Section 8.4. 

 
The board of directors has relevant management expertise as shown briefly hereafter: 
  
- Viscount Etienne Davignon has built an international career in business, politics and diplomacy at the highest 

level, and is uniquely qualified to provide independent and relevant advice to the business. As chairman of the 
appointment and remuneration committee, he effectively guides policy and the overseeing of the personnel and 
executive management. 

 
- Filip Roodhooft, permanent representative of DR Associates BVBA, is an independent director and chairman of 

the audit committee. His academic qualifications and his chairs at K.U.L. and Vlerick Leuven Ghent Management 
School in the field of accountancy as well as his chairmanship of the examination board of the Belgian Institute 
of Accountants and Tax Consultants make him particularly well suited to this task. 
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- Jean-Pierre Depaemelaere, permanent representative of JPD Consult BVBA, sits on the audit committee and the 
appointment and remuneration committee as an independent director. His specific experience in the field of 
human resources and general management (including as managing director of Distrigas and general director of 
corporate HR at Tractebel), gives him a prime position in the devising of policy lines for the group in the context 
of the audit committee and appointment and remuneration committee. 

 
- William B. Patton, Jr. was nominated by Gores Technology Group. He is active in investment funds and was 

formerly a business leader of listed companies in the United States, including Unisys Corporation, a Fortune 500 
business. Thanks to his long career, which has included considerable international and European involvement, 
the company can benefit from his invaluable ideas in connection with strategy and human resources, in areas 
such as motivation and retention policy.  He succeeded to Ashley Abdo as chairman of the board of directors 
and is member of the appointment and remuneration committee and of the corporate governance committee. 

 
- Mr. Ashley. W. Abdo, permanent representative of Gores Technology Ltd. London, Kusnacht Branch.  Mr. Abdo 

resides in Zürich, Switzerland.  He is a member of Gores' operating due diligence and portfolio management 
team. Mr. Abdo has over 18 years experience in sales, sales management and executive management. He 
previously served as President and CEO of Aonix Corporation and President and CEO of Jamis Software 
Corporation (Gores portfolio companies).  

 
- Joseph P. Page 

Mr. Page is a member of Gores' operating due diligence and portfolio management team. Mr. Page has extensive 
experience in various operating and finance roles. Prior to joining Gores, Mr. Page was Senior Principal and Chief 
Operating Officer for Shelter Capital Partners a private investment fund. Previous to that he held various senior 
executive positions with several private and public companies controlled by MacAndrews & Forbes (M&F). While 
at M&F, he was Vice Chairman of Panavision, CFO of The Coleman Company and CFO of New World 
Communications. Prior to M&F, Mr. Page was a Partner at Price Waterhouse.  

  
- Scott M. Honour 

Mr. Honour is responsible for originating and structuring transactions and pursuing strategic initiatives at Gores. 
Prior to joining Gores in 2002, Mr. Honour led a career as an investment banker with a focus on creating, 
structuring, financing and executing financial sponsor-led transactions. From 2001 to 2002, Mr. Honour served 
as a Managing Director at UBS Warburg, where he was responsible for relationships with technology-focused 
financial sponsors, including Gores, and created the firm's Transaction Development Group, which brought 
transaction ideas to financial sponsors. Prior to joining UBS Warburg, Mr. Honour was an investment banker at 
Donaldson, Lufkin & Jenrette where he executed a variety of mergers and acquisitions, high yield financing, 
equity offering and restructuring assignments. Mr. Honour also served as a Vice President in DLJ's Merchant 
Banking Group from 1995 to 1997.  

  
- Mark R. Stone 

Mr. Stone has responsibility for Gores worldwide operations group, including oversight of all Gores portfolio 
companies and operational due diligence. Mr. Stone joined Gores in 2005. Mr. Stone most recently served as 
CEO of Sentient Jet, the pioneer and leading provider of private jet membership services. Before joining Sentient 
Jet, Mr. Stone was President and CEO of Narus, Inc., a global provider of telecommunication software 
infrastructure to world-class carriers and next-generation service providers. Mr. Stone came to Narus, after 
serving as President and CEO, of Sentex Systems, Inc., an international security and access control 
manufacturing company based in Los Angeles. Prior to Sentex, Mr. Stone was Corporate General Manager of 
TicketMaster/CitySearch, Inc (Nasdaq: TMCS), a multi-billion dollar new media organization. Previous to 
TicketMaster/CitySearch, Mr. Stone spent five plus years with the Boston Consulting Group, as a member of their 
high technology and industrial goods practices. Mr. Stone served in BCGs Boston, London, Los Angeles and 
Seoul, Korea offices.  
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6.1.1.2. Corporate Governance and IAS 24 statement 

These members of the board all have had and currently still occupy mandates with other companies and/or 
partnerships but, while these mandates offer Real Software additional experience, none of these mandates are 
conflicting with the company’s interest or the execution of the mandates these directors hold with Real Software. 
Therefore, the list of other mandates is not considered material by the board of directors and will not be disclosed. 
Furthermore, it should be noted that none of these members of the board of directors has in the previous five years 
been involved, sanctioned or convicted in any matter of fraud, bankruptcy or regulatory incrimination.  
 
Finally, except for the service agreement with the managing director (see Section 11) Real Software has currently not 
entered into services agreements providing for benefits upon termination with any of the members of the board of 
directors. 

6.1.2. EXECUTIVE MANAGEMENT 

6.1.2.1. General provisions 

The board of directors has appointed the executive management of the company.  The terms of reference of the 
executive management have been determined by the board of directors in close consultation with the CEO. 
 
As further set forth in Section 2, the business of Real Software and its subsidiaries are organized in different segments 
and divisions.  
 
The CEO oversees the different segments and divisions.  Together with the CEO, the heads of the divisions, the CFO 
and the Secretary General constitute the executive management of Real Software.  The executive management 
includes all executive directors of Real Software.  The executive management does not constitute an executive 
committee (‘directiecomité / comité de direction’) within the meaning of article 524bis of the Belgian Company Code.  

6.1.2.2. Composition of Executive Management 

As at the date of this annual report, executive management consists of seven (7) members, as further set forth 
hereinafter:  
 

Name Title Business Address 
Gores Technology Ltd., 
Kusnacht Branch.  
Represented by Ashley W. 
Abdo  

Chief Executive Officer and 
Managing Director 

Alte Landstrasse 39A, 8700 Kusnacht, 
Switzerland 

Mr. Guy Herregodts Vice President Sales & 
Marketing 

Prins Boudewijnlaan 26, 2550 Kontich, Belgium 

Mr. Paul De Schrijver  Vice President International 
Operations 

Prins Boudewijnlaan 26, 2550 Kontich, Belgium 

Mr. Johan Bosschaerts Vice President Services Prins Boudewijnlaan 26, 2550 Kontich, Belgium 
Mr. Roger Lemmens Operations Manager Retail Prins Boudewijnlaan 26, 2550 Kontich, Belgium 
Mr. Jos Nijns Chief Financial Controller Prins Boudewijnlaan 26, 2550 Kontich, Belgium 
Mr. Thierry de Vries Secretary General Prins Boudewijnlaan 26, 2550 Kontich, Belgium 
 
 
Please find below brief résumés of the members of the executive management: 
 
 
Mr. Ashley W. Abdo, permanent representative of Gores Technology Ltd., Kusnacht Branch.  
See above, p. 24 
 
Mr. Guy Herregodts – Vice President Sales & Marketing 
Mr. Guy Herregodts joined Real Software on March 1, 2005 as VP Sales & Marketing.  
His sales career dates back to 1987 at Teledata and later on he held account management, sales management and general 
management positions at Turbodata Benelux.  When this company was acquired by ADP Inc., an American IT services group, 
in 1996 he became VP of ADP Dealer Services Benelux responsible for developing ICT services to major automotive companies.  
In 1998 he joined CSDG NV as managing director leading the integration of Belgium On Line, Globe Internet, United Callers, 
Arcadis and Imaginet. When this company was acquired by Cable & Wireless, he became General Manager Benelux (286 
associates, revenue of € 55 million) and restructured the organization into 3 product groups for IP Solutions, Network 
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Integration and Data Services.  He was responsible as general manager for providing OmegaSoft ICT solutions to the medical 
professional. He also developed the organization in France and the Netherlands. 

 
Mr. Paul De Schrijver – Vice President International Operations 
Mr. Paul De Schrijver joined Real Software on March 1, 2005 as VP International Operations.  He leads the group’s international 
operations, strategic planning, acquisitions and joint ventures.  He started his career in 1986 as a lawyer at Allen & Overy 
specialized in corporate restructurings, joint ventures and mergers & acquisitions. From 1992 on, he became involved in the 
management and restructuring of Turbodata.  This group became over time the market leader in Europe.  When Turbodata 
was acquired by ADP Inc. in 1996 he became responsible for Business Development in the newly founded European 
headquarters of ADP’s automotive division.  He was in charge of strategic planning.  Later on he combined such function with 
the management of the Large Account relations (car manufacturers).  Since 2000 Mr. De Schrijver has been heading, as Vice 
President based in Paris, the Corporate Development of ADP in Europe, leading many acquisition and divestiture projects for its 
four divisions throughout Europe. 

 
Mr. Johan Bosschaerts – Vice President Services 
As VP Services Mr. Johan Bosschaerts leads the professional services division of the group.  He worked on definition, design, 
management and implementation tracks of different products for mostly the distribution sector.  Because of his growing 
preference in business innovation enabled through technology, he focused more and more on professional project definition 
and delivery.  For that reason he joined Real Software, a major and ambitious player of professional services on the Belgian 
market.  After successful delivery of various international projects, Johan started to form his own team of professionals.  As 
from 2002 he headed up the Services & Solutions group of the Industry division. 

 
Mr. Roger Lemmens – Operations Manager Retail 
Mr. Roger Lemmens joined Real Software in July 2002 as Country Manager in the Netherlands.  He currently leads the 
operations of the retail division of the group.   With an engineering master's degree from the TU Eindhoven in mathematics 
and informatics, Mr. Lemmens started his career as a project manager in different areas like ERP implementations, ISO 9001 
certifications and BPR projects.  Since 1993 he gained a broad operations experience in ICT, Logistics and Customer Services 
Management in different international environments in mostly  the distribution sector.  Because of his growing preference in 
efficient and effective business operations enabled through ICT, he focused more and more on change management projects in 
the distribution sector.  For that reason he joined Real Software, an ambitious IT player in the distribution, retail and 
wholesale, sector.  After different successful commercial and operational projects, Roger started in April 2005 to manage the 
operations of the Retail division. 
 
Mr. Jos Nijns – Chief Financial Officer (CFO) 
On  September 6, 2004, Mr. Jos Nijns was appointed as Chief Financial Officer of Real Software group.  Since 1982 he gained a 
broad finance experience in reputable multinationals.  During the last seven years, he acquired in depth knowledge of the ICT 
sector at EDS.  In the period 1982-1996 he developed extensive experience in different financial aspects with international 
companies such as Elf Aquitaine Belgium, Estée Lauder, Upjohn and Schindler Europe.  From 1997 Mr. Jos Nijns performed 
various executive financial functions at EDS, one of the leading global ICT companies. In 2002, he was appointed Finance 
Director Benelux.   

 
Mr. Thierry de Vries – Secretary General 
Mr. Thierry de Vries has joined the Real Software group in December 2001.  He has twenty years experience in domestic and 
foreign law firms as a litigator and business lawyer.  The secretary general has been appointed Company Secretary by the 
board of directors, and is responsible for the smooth running of the board of directors and its sub-committees.  He oversees 
the implementation of the principles of corporate governance within the business and assists executive management with 
internal organization, contacts with the board of directors and operational support.  He is responsible for the Corporate Office, 
which provides legal support for the group’s activities and takes care of external communications.  He is also chairman of the 
Works Council.  
 

6.2. CONFLICTS OF INTEREST 

6.2.1. IN GENERAL  

Each director and executive manager is encouraged to arrange his personal and business affairs as to avoid direct and 
indirect conflicts of interest with the company.  The company’s Corporate Governance Charter contains specific 
procedures to deal with potential conflicts. Summarized, prior to his appointment, a director and an executive manager 
must inform the board of directors of his related party transactions with Real Software or the company’s subsidiary.  
During his mandate, he must inform the chairman of the board of directors of the related party transaction that he or 
his affiliates contemplates to enter into, and such related party transaction can only be entered into after approval by 
the board of directors.  “Related party transactions” of a director or executive manager means any transaction to 
deliver services or provide supplies or other goods to Real Software or the company’s subsidiaries either by the director 
or executive manager himself, his spouse, or unmarried legal partner, his relatives (via birth or marriage) in the second 
degree, or a legal entity that is directly or indirectly under the control of the director or executive manager concerned, 
his spouse or unmarried legal partner, or a relative of his (via birth or marriage) in the second degree.  These rules are 
without prejudice to certain legal procedures set forth in Section 8.  
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6.2.2. CONFLICTS OF INTEREST OF DIRECTORS 

  

Article 523 of the Belgian Company Code provides for a special procedure within the board of directors in the event of a 
possible conflict of interest of one or more directors with one or more decisions or transactions by the board of 
directors.  In the event of a conflict of interest, the director concerned has to inform his fellow directors of his conflict of 
interest before the board of directors deliberates and takes a decision in the matter concerned.  Furthermore, the 
conflicted director cannot participate in the deliberation and voting by the board of directors on the matter that gives 
rise to the potential conflict of interest.  The minutes of the meeting of the board of directors must contain the relevant 
statements by the conflicted director, and a description by the board of directors of the conflicting interest and the 
nature of the decision or transaction concerned.  The minutes must also contain a justification by the board of directors 
for the decision or transaction, and a description of the financial consequences thereof for the company.  The relevant 
minutes must be included in the (statutory) annual report of the board of directors.  The conflicted director must also 
notify the statutory auditor of the conflict.  The statutory auditor must describe in his annual (statutory) audit report the 
financial consequences of the decision or transaction that gave rise to the potential conflict. 
 
The procedure does not apply to decisions or transactions in the ordinary course of business at customary market 
conditions.  It also does not apply to decisions or transactions between companies of which one holds (directly or 
indirectly) at least 95% of the voting financial instruments of the other, and decisions or transactions between 
companies whereby at least 95% of the voting financial instruments of both companies are (directly or indirectly) held 
by another company. 
 
In accordance with article 524 of the Belgian Company Law, listed companies must abide to the following procedure in 
situations involving conflicts of interest.   
In brief, such decisions or transactions must first be submitted for the evaluation of a committee of three independent 
directors. This committee is supported by one or more independent experts appointed by the committee. The 
committee must submit a written advice to the board of directors, stating its grounds, concerning a number of points 
prescribed by the law. After it has examined the report, the Board must deliberate and vote about the proposed 
decision or transaction. If the board of directors rejects the committee’s advice, it must provide the reasons for doing so 
in its minutes. The external auditor will assess the accuracy of the data set out in the committee’s advice and the board 
minutes.  The conclusion of the committee, an extract from the board minutes and the external auditor’s opinion must 
be included in the company’s annual report.   
 
Article 524ter of the Belgian Company Code provides for a similar procedure in the event of conflicts of interest of 
executive committee members.  In the event of such conflicts, only the board of directors will be authorized to take the 
decision that has led to the conflict of interest.  Please note that the company’s executive management team does not 
qualify as an executive committee in the sense of article 524bis of the Belgian Company Code.   
 
In the course of 2005, the board of directors and subsequently the statutory auditors were informed of possible 
conflicts of interest in the meaning of article 523 and 524 of the Belgian Company Law.  Further details are provided in 
Section 11 regarding Party Related Transactions. 
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7. REMUNERATION AND BENEFITS 
 

7.1. REMUNERATION AND BENEFITS  

The compensation paid to the members of the board of directors of Real Software for the performance of their duties is 
determined by the General Meeting of Shareholders.  The appointment and remuneration committee makes 
recommendations to the board of directors of the company regarding the remuneration policy, guidelines and objectives 
of the directors and executive officers of the company.   

7.1.1. NON-EXECUTIVE DIRECTORS 

7.1.1.1. Direct remuneration 

A directors’ mandate may be terminated ‘ad nutum’ (at any time), without any form of compensation.   
The remuneration package of the non-executive directors is subject to approval by the general shareholders’ meeting. 
 
According to the Belgian Code on Corporate Governance, the remuneration of non-executive directors should take into 
account their responsibilities and time commitment, and non-executive directors should not be entitled to performance 
related remuneration, such as bonusses, stock related long-term incentive schemes, fringe benefits or pension benefits.   
 
During the fiscal year 2005 no remuneration was paid to any director for additional services rendered.  As a general 
rule, the company does not grant any benefits of a performance-related nature (such as bonuses, options or pension 
schemes) to the non-executive directors, whether independent directors or other directors.  This principle corresponds 
with the recommendation in that respect in the Corporate Governance Code. 
 
However, contrary to the Code, the board of directors believes that its non-executive directors should not be 
remunerated for their mandate, except to the extent that they are an independent director.  Accordingly, and as per the 
recommendation of the Appointment and Remuneration committee, the compensation consists of the following 
elements: 
 

- a fixed annual payment per (non-executive) director amounting to €11,800; 
- a double compensation for the chairman of the board of directors, provided that he is an 

independent director, i.e. €23,600 (this was not applicable in 2005); 
- a fixed remuneration of €1,200 per meeting of the board of directors and/or sub-committee in which 

the director concerned participates (reduced to €600 in the case of a meeting by teleconference);  
- for additional meetings required by the needs of the company, the same variable compensation will 

be paid.  
 
In 2005, the total remuneration amounted to € 811.000,79, of which € 694.299,96 refers to directors’ remuneration for 
2005 and € 116.700,83 consists of payments related to the fiscal year 2004 but that were made in 2005.  
The directors’ remuneration for the year 2005 of € 694.299,96 includes the managing directors’ ordinary annual 
remuneration, and can be split-up as follows: 
 

- Non-executive directors: 
 

• Independent directors: € 142,200.00, i.e. three (3) independent directors in 2005 
• JPD Consult BVBA: 59,800.00 € 
• DR Associates BVBA: 49,600.00 € 
• Etienne Davignon: 32,800.00 € 

• Other directors: not applicable 
 

- Executive directors: 
• Managing director Peter Op de Beeck BVBA, represented by Mr. Peter Op de Beeck: 552.099,96 

€.  
 

The contract with former CEO, Peter Op de Beeck BVBA, specified a fixed annual salary 
amounting to €439,600.00. It could be increased by €50,000.00 over the next three (3) years if 
a certain turnover growth was achieved, and completed by a variable remuneration (up to 
100% of the fixed remuneration) on the basis of turnover, profit, cash flow and personal 
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objectives set and evaluated by the board of directors.  In addition, telephone, restaurant and 
travel expenses were reimbursed subject to supporting documentation; all other expenses are 
included in the fixed remuneration9. 
 

Note: On January 2006, Peter Op de Beeck BVBA was succeeded by Gores Technology Ltd, Kusnacht 
Branch, in its capacity of managing director and CEO. The management service agreement 
between Gores Technology London, Ltd, Kusnacht Branch, foresees a fixed annual 
remuneration of 400.000 €, payable in 12 equal instalments, and an additional fee payment of 
275.000 € upon achievement of specific targets, determined by the board of directors. The 
fixed remuneration includes all expenses, except for costs pertaining to telephone, restaurant, 
lodging, business travel expenses, which will be reimbursed subject to supporting 
documentation.  

 
As from 2005 the directors’ remuneration is calculated per calendar year and paid every half-year.  The basis for the 
calculation of directors’ remuneration is the directors’ liability, for which a minimum fixed level of remuneration is 
established.  Additionally, active efforts on the part of directors are acknowlegded by allocating a fixed remuneration 
per meeting attended.  The calculation is based on an average of eleven (11) meetings of the board of directors and its 
sub-committees (six (6) board meetings, i.e. one (1) per quarter, one (1) strategic meeting and one (1) budget 
meeting) and an average of four (4) committee meetings (either audit committee or appointment and remuneration 
committee), plus one (1) potential additional meeting to deal with additional issues.   
 
The general shareholders’ meeting of March 29, 2005 resolved to provide €201,600 for independent directors’ 
remuneration for the fiscal year ending December 31, 2005.  The actual cost during the fiscal year 2005 amounted to 
€142,200.   
The board proposes to provide € 174,600 for independent directors’ remuneration for the fiscal year ending 31 
December 2006, which is to be approved by the general shareholders’ meeting that will take place on 28 March 2006.  
 
The board of directors believes that the remuneration package is justified, as it corresponds to market practice and 
expectations.  In addition, it allows the company to offer an appropriate remuneration to attract and retain experienced 
independent directors from different economic sectors.   
 

7.1.1.2. Expenses 

In addition to the above remuneration, which applies only to independent directors or executive directors, all directors 
are entitled to a reimbursement of out-of-pocket expenses actually incurred (e.g. travel or accommodation expenses in 
connection with foreign trips, special communication costs, etc.) to participate to board meetings on request and 
subject to provision of supporting documentation. 
 
During the fiscal year 2005, a total of € 50.584,81 of expenses was reimbursed, of which € 35.449,81 relates to 
expenses incurred by the former CEO, Peter Op de Beeck BVBA, and €15.135 by the other directors.  
 

7.1.1.3. Loans 

Real Software has not made any loans to the members of its board of directors.   
 

7.1.2. EXECUTIVE MANAGEMENT 

The remuneration of the executive management is determined by the board of directors upon recommendation by the 
appointment and remuneration committee, after recommendation by the CEO to such committee.   
 
The remuneration of the executive management is designed to attract, retain and motivate executive managers.  The 
level and structure of the remuneration are subject to an annual review by the appointment and remuneration 
committee to take into account market practice.  The annual review does not provide for mechanisms for automatic 
adjustments, except as legally required.   
 
The remuneration of the members of the executive management consists of the following elements: 
 

                                                 
9 In view of the rapid return of the new CEO and his family to Belgium, a one-off relocation allowance was allocated of €200,000, half 
of which was paid in 2004 and the balance was paid in 2006. 
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- Each member of the executive management is entitled to a basic fixed remuneration designed to fit 
responsibilities, relevant experience and competences in line with market rates for equivalent positions 
and a variable remuneration which is determined by the board of directors and is in function of company 
targets and personal management objectives . 

- Each member of the executive management may be offered the possibility to participate in a stock-based 
incentive scheme, in accordance with the recommendations set by the appointment and remuneration 
committee, after recommendation by the CEO to such committee.  

 
In 2005, the total remuneration of the executive management team, apart from the CEO (see above), and consisting of 
the CFO, Operations Manager Retail, Vice President Sales & Marketing, Vice President Services, Vice President 
International Operations and Secretary General amounted to € 1.486.172,71. From this amount, € 587.918,88 was 
variable and is payable as result-related bonuses.  These are gross amounts exclusive social security contribution for 
Real Software and all affiliated companies, which form a group.   
 

7.1.3. SHAREHOLDING SHARE OPTION SCHEME  

As of the date of this annual report, no shares of the company were held by the members of the board of directors of 
Real Software, either independent directors or other directors. 
 
In 2001 Real Software created a share option scheme, named “Warrants 2001”, for employees, directors and 
consultants of the company and its affiliated subsidiaries.  Pursuant to this scheme, 2,186,845 new share options were 
issued as naked warrants.  Since December 21, 2001, 1,933,345 of these share options have been granted to the 
senior management, including 1,206,845 to, Mr. Theo Dilissen, the company’s former CEO.  However, as part of the 
amicable settlement with Mr. Dilissen their cancellation was decided at the annual general shareholders’ meeting of 
March 29, 2005.  Currently two members of the executive management hold 19,500 Warrants 2001. 
 
In 2005, Real Software introduced a new scheme “Warrants 2005”.   At the date of this annual report, the 2.872.943 
Warrants 2005 have all been granted but none were accepted by its beneficiaries, members of the senior management.   
 
For more information with regard to the Warrants 2001 and Warrants 2005, reference is made to Section 14. 
 
It should be pointed out that the directors, whether independent directors or other directors, were not granted any 
warrants in 2001 or 2005 and have therefore not accepted any share options. 
 

7.2. PROVISIONS 

Reference is made to Section 12 for information on the amounts set aside or accrued to provide pension, retirement or 
similar benefits.  
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8. BOARD PRACTICES 
 
 

8.1. TERM OF OFFICE OF DIRECTORS AND EXECUTIVE MANAGEMENT  

8.1.1. BOARD OF DIRECTORS 

8.1.1.1. General provisions – terms of reference 

In accordance with Belgian Company Law, the company is managed by a board of directors.  The board of directors 
acts as a collegial body, and has the broadest powers to manage and represent the company, except to the extent 
provided otherwise by applicable law or the company’s articles of association.   
 
The company’s board of directors has various exclusive powers, including the power to appoint and dismiss the chief 
executive officer or CEO, a function which is assumed by the managing director.  It determines the group’s structure 
and strategy, and approves significant and long-term agreements, the budget and investment plans.  In these areas, 
the board of directors is assisted by the company’s management, represented by the CEO.  The board of directors 
supervises the company’s operations and its accounts, both directly and via specialist committees.  The board of 
directors also resolves upon the company’s commercial policy and conducts important negotiations, for example with 
partners, takeover prospects or creditors.  The board of directors has entrusted the CEO with day-to-day management 
of the company.  The board of directors is also entitled to assign special powers of attorney to directors or other 
persons such as senior executive officers.   
 
The board of directors accounts for its actions to the company’s shareholders at the annual general shareholders’ 
meeting, which, in accordance with the articles of association, is held on the last Tuesday of March.    
 
According to the company’s articles of association, the board of directors of Real Software is composed of at least five 
(5) members of whom at least two (2) members are independent.  The company’s board of directors is currently 
composed of eight (8) members.  In accordance with the Belgian Code on Corporate Governance, at least three (3) 
directors are independent directors and meet the criteria set forth in Article 524 of the Belgian Company Law (see also 
Section 6.1.1 below).  The board of directors of Real Software requires that its members have the highest professional 
and personal ethics and values, consistent with the company’s values and standards.  They should have broad 
experience and should be committed to enhancing shareowner value and should have sufficient time to carry out their 
duties and to provide insight and practical wisdom based on experience.   
 
The directors of Real Software are appointed by the general shareholders’ meeting for a maximum term of six (6) 
years.  Their term of office comes to an end after the annual general shareholders’ meeting in the final year of their 
term.  Each director can be dismissed at any time by the general shareholders’ meeting, and can resign at any time by 
giving notice to the board of directors.  Outgoing directors can be re-appointed.  In accordance with Belgian Company 
Law, if the mandate of a director becomes vacant, the remaining directors have the right to temporarily appoint a new 
director to fill the vacancy until the first general shareholders’ meeting after the mandate became vacant.  The new 
director completes the term of the director whose mandate became vacant.   
 
Reference is made to Section 6.1.1. for the composition of the board of directors.  
 
The company’s Corporate Governance Charter contains rules and procedures relating to the nomination, induction and 
evaluation of directors.  The Charter also contains specific guidelines with respect to the conduct of the meetings and 
the individual conduct of directors.  The Corporate Governance Charter is available on the company’s website 
(www.realsoftware.be).  For further information on corporate governance, reference is made to Section 8.4. 

8.1.1.2. Chairman 

The board of directors appoints a chairman amongst the non-executive directors.  The CEO cannot be the chairman. 
 
The chairman of the board of directors is responsible for the leadership of the board of directors.  The chairman should 
take the necessary measures to develop a climate of trust within the board of directors, contributing to open discussion, 
constructive dissent and support the decisions of the board of directors.  The chairman should promote effective 
interaction between the board and the executive management.  The chairman should establish a close relationship with 
the CEO, providing support and advice, whilst fully respecting the executive responsibilities of the CEO. 
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The chairman has additional specific tasks.  These are further described in the terms of reference of the board of 
directors as set forth in the company’s Corporate Governance Charter.   

8.1.1.3. Independent Directors 

As to independent directors, a director can only be considered independent if he meets at least the criteria set forth in 
article 524 of Belgian Company Law, which read as follows: 
 

- During a term of two (2) years prior to his election, an independent director should not have exercised the 
mandate or function of director, manager, executive committee member, day-to-day manager or executive in 
the company or an affiliate of the company.  This criteria does not apply to the re-election of an independent 
director. 

 
- An independent director does not own any corporate interest that represents 10% or more of the company’s 

share capital, the corporate funds or of a category of shares of the company.  If the director has corporate 
rights which represent less than 10% then: 

 
o such rights, taken together with the rights in the same company held by companies over which such 

director has control, may not represent 10% or more of the share capital, the corporate funds or a 
category of shares of the company; or 

o the disposal of these shares, or the exercise of the rights attached thereto, may not be subject to 
agreements or unilateral commitments entered into by him.  

 
- The director is not the spouse of, or is not the unmarried legal partner of, or is not a relative (via birth or 

marriage) in the second degree of a person who (i) is a director, manager, executive committee member, 
day-to-day manager or executive in the company or an affliate of the company, or (ii) has a financial interest 
as set out above. 

 
- The director does not have a relationship with the company that is of a nature to prejudice his independency.  

The board of directors of the company will consider a director independent for the purpose of this criteria if 
the director is free from any business, close family relationship with the company, its controlling shareholder, 
or the management , that creates a conflict of interest such as to affect the director’s independent judgment.  

 
Furthermore, the company’s articles of association have defined an independent director as a person who: 

 
-  is not an employee or consultant of the company or its subsidiaries; 

 
- holds less than five (5) percent of the company's shares and has no other relationship with the company that, 

in the view of the general shareholders’ meeting, might affect his or her independency in the exercise of his or 
her mandate. 

 
The board of directors discloses in its annual report which directors it considers independent directors.  Currently 
Viscount Etienne Davignon, JPD Consult BVBA and DR Associates are independent directors (see Section 6) 
 

8.1.2. EXECUTIVE MANAGEMENT 

8.1.2.1. General provisions – terms of reference 

The group’s day-to-day management has been delegated by the board of directors to the CEO, who is therefore 
Managing Director of the company.  He is appointed by, directly supervised by and can be removed by the Board. 
 
The Board has not set up an executive management committee, of the type referred to in Article 524bis of the Belgian 
Company Law..  
 
 The Managing Director represents the company, in accordance with article 19,§2 of the Articles of Association: 
“Without prejudice to the general powers of the Board of Directors to act jointly to represent the company, the 
company shall be validly represented in transactions with third parties by the Managing Director”.   
 
The Managing Director-CEO has the following general responsibilities: 
 

- He is responsible vis-à-vis the board of directors for the management of the company and the implementation 
of the decisions of the board of directors within the strategy, planning, values and budgets approved by the 
board of directors. 
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- He heads and overseas the different divisions of the company and reports to the board of directors on their 
activities. 

- He is responsible for the development of proposals for the board of directors relating to strategy, planning, 
finances, operations, human resources and budgets, and such other matters that are to be dealt with at the 
level of the board of directors. 

 
The CEO has certain specific tasks.  The mission and specific objectives of the CEO are set out in the service contract 
between the Managing Director-CEO (∗) and the company.  They are also further described in the terms of reference of 
the executive management, as set forth in the company’s Corporate Governance Charter.  The objectives are 
determined by the board of directors in consultation with the CEO, and include measurable objectives on an annual 
basis.  They relate directly to the company’s business operations and strategy, in the short and medium term.  As this 
information is very business related and can constitute competitive sensitive information, the board of directors has 
opted not to discuss it any further in this annual report.   

In the execution of his function, the CEO is assisted by some colleagues who report directly to him.  Each of these 
managers has a specific operational function, either at group or divisional level, or a staff function. 

 

Reference is made to Section 6.1.2.2. for the composition of the executive management.  

 

8.2. EMPLOYMENT AND SERVICE CONTRACTS OF DIRECTORS AND EXECUTIVE MANA GEMENT 

All members of the executive management, except for the Managing Director-CEO Gores Technology Ltd. London, 
Kusnacht Branch, are engaged on the basis of an employment contract.  The employment contracts are generally for an 
indefinite term, with a trial period.  The employment contracts may be terminated at any time by the company, subject 
to a contractual notice period.  The employment contracts include strict (derogatory) non-competition undertakings for 
twelve months, as well as confidentiality and IP transfer undertakings.   
 
Gores Technology Ltd. London, Kusnacht Branch is engaged as Managing Director-CEO on the basis of a service 
arrangement.  The service contract can be terminated at any time, subject to a 3 months notice period or, in case of a 
change of control, immediately.  The service contract equally imposes strict non-competition and confidentiality 
obligations on the manager.  
 

8.3. BOARD COMMITTEES 

8.3.1. GENERAL 

The board of directors can set up specialized committees to analyze specific issues and advise on those issues.  The 
committees are advisory bodies only and the decision-making remains within the collegial responsibility of the board of 
directors.  The board of directors determines the terms of reference of each committee with respect to the 
organization, procedures, policies and activities of the committees. 

                                                 
∗The relevant provisions of the Managing Director-CEO’s contract read as follows: 
1. The company undertakes to entrust the manager with the general daily management of the company (the “Services”).  The 

manager acknowledges that the scope of its daily management powers, including the external power of representation attached 
thereto will be restricted from time to time by the authority matrix as set forth by the board of directors of the company, in which 
case the manager shall strictly adhere to these restrictions. 

 Whenever needed, the Company will appoint the Manager as director of the Company’s subsidiaries, branches and joint ventures. 
2. The Manager undertakes: 

- to assume full profit and loss responsibility for the daily management and global operations of the Company including, if 
applicable, the responsibilities resulting from his appointment as President of the Executive Committee (in the event where 
such committee would be installed by the Board of Directors within the Company); 

- to have the Services discharged exclusively by Mr Ashley W. Abdo (who will act as permanent representative of the Manager 
for purposes of performing the corporate mandates of the Manager within the Company) on a full-time basis during at least 
11 months per calendar year; 

- to perform the Services in the best interest of the Company and its stakeholders (including shareholders, employees, 
customers and suppliers), taking into account the public share ownership in the Company and the fact that the Company is 
listed on the stock exchange; 

- to perform the Services to the best of its abilities, in a loyal manner and in good faith; 
- to comply with the corporate governance guidelines that shall be issued by the Company and to discharge the Services 

subject to regular consultation with, reporting to and supervision by the Board of Directors of the Company; 
- to communicate to the Board  all information which is pertinent for the performance of the Services and the Company's 

business in general. 
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The board of directors has set up two permanent committees among its members: the audit committee and the 
appointment and remuneration committee.  Furthermore, the board of directors has constituted committees to review 
specific issues: (i) the committee of independent directors (ii) the Corporate Governance committee and (iii) the 
financing committee. 

8.3.2. AUDIT COMMITTEE 

The audit committee currently consists of:  
 

Name Executive or non-
executive director 

DR Associates BVBA, represented by Mr. Filip Roodhooft Non-executive / 
Independent 

JPD Consult BVBA, represented by Mr. Jean-Pierre Depaemelaere Non-executive / 
Independent 

Mr. Joe Page Non-executive 
 
The CFO and the managing director are invited to the committee’s meetings. The audit committee usually also 
requested the company’s Auditor to attend its meetings.  
 
The Belgian Code on Corporate Governance recommends that the audit committee should be composed of at least 
three (3) members.  Furthermore, the audit committee should be exclusively composed of non-executive directors, a 
majority of whom should be independent directors.  Like other sub-committees within the board of directors, this 
committee should be composed of directors with the relevant experience, so as to ensure that with its business know-
how it can oversee and steer the company’s financial reporting, internal and external audit and risk management.  
Furthermore, the committee should appoint a chairman amongst its members.  The chairman of the board of directors 
should not chair the committee. 
  
The current composition of the audit committee fully meets said criteria:  
 

- Mr. Filip Roodhooft, permanent representative of DR Associates BVBA, is an independent director and 
chairman of the committee.  His academic qualifications and his chairs at K.U.L. and Vlerick Leuven Ghent 
Management School in the field of accountancy as well as his chairmanship of the examination board of the 
Belgian Institute of Accountants and Tax Consultants make him particularly well suited for this mandate. 

 
- Mr. Jean-Pierre Depaemelaere, permanent representative of JPD Consult BVBA, is an independent director.  

His extensive operational experience (including as managing director of Distrigas) puts him in a position to 
offer considerable added value to the audit committee. 

 
- Joseph P. Page, having served in various operating and finance roles and senior executive positions and being 

a former partner at Price Waterhouse, is a high valued member of this Audit Committee.  
 
For more information with respect to the members of the audit committee, reference is made to the overview set forth 
in Section 6 above. 
 
The role of the audit committee is to assist the board of directors in fulfilling its financial, legal and regulatory 
monitoring responsibilities.  The committee reports regularly to the board of directors on the exercise of its duties, 
identifying any matters in respect of which it considers that action or improvement is needed, and making 
recommendations as to the steps to be taken.  The audit review and the reporting review should cover the company 
and its subsidiaries as a whole. 
 
The committee has specific tasks, which include the company’s financial reporting, internal control and risk 
management, and the internal and external audit process.  These are further described in the terms of reference of the 
audit committee, as set forth in the company’s Corporate Governance Charter. 
 
The audit committee met in aggregate ten times in 2005, of which two meetings were held by means of conference 
calls, and dealt with the following topics: 
 

- the annual and quarterly results; 
- press releases and trading up-date about the results; 
- budget preparation and approval; 
- cash flow planning; 
- goodwill impairment; 
- internal audit; 
- IAS-IFRS conversion, workgroup and implementation; 
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- going concern issues; 
- Gores consultancy agreement;  
- Selection and recommendation of statutory auditor’s new mandate 
- the audit committee’s terms of reference in the framework of the company’s corporate governance charter. 

 

8.3.3. APPOINTMENT AND REMUNERATION COMMITTEE 

The Belgian Code on Corporate Governance recommends that the appointment and remuneration committee should be 
composed of at least three (3) members.  Furthermore, the appointment and remuneration committee should be 
composed exclusively of non-executive directors, a majority of whom should be independent directors.   The committee 
appoints a chairman amongst its members.  The chairman of the board of directors can chair the committee, but should 
not chair the committee when dealing with the designation of his successor.  The CEO should participate to the 
meetings of the committee when it deals with the remuneration of other executive managers. 
 
The appointment and remuneration committee is currently composed of:  
 

Name Executive or non-executive 
director 

Viscount Etienne Davignon Non-executive / Independent 
JPD Consult BVBA, represented by Mr. Jean-Pierre Depaemelaere Non-executive / Independent 
William B. Patton Jr. Non-executive 

 
The committee always invites the managing director – CEO to attend the meeting unless in the event his position 
and/or remuneration is being discussed. 
 
The composition of the appointment and remuneration committee is balanced and very well suited to undertake its 
tasks: 

 
- Viscount Etienne Davignon who has built an international career in business, politics and diplomacy at the 

highest level, is uniquely qualified to provide independent and relevant advice to the business. As chairman 
of the appointment and remuneration committee, he effectively guides policy and the overseeing of the 
personnel and executive management. 

- Mr. Jean-Pierre Depaemelaere, permanent representative of JPD Consult BVBA has a specific experience in 
the field of human resources (including as general director of corporate HR at Tractebel), which gives him a 
prime position in devising policy lines for the group in the context of the appointment and remuneration 
committee. 

- Mr. William B. Patton, Jr. has a seat on the committee as a director nominated by Gores Technology Group, 
LLC.  He is active in investment funds and was formerly a business leader of listed companies in the United 
States of America, including Unisys Corporation, a Fortune 500 business.  Thanks to his long career, which 
has included considerable international and European involvement, the company can benefit from his ideas 
in connection with strategy and human resources. 

 
Given the position of Mr. William B. Patton, Jr., who is not subject to the authority or supervision of Gores Technology 
Group, LLC, but who does give advice to Gores Technology Group, LLC, on a restricted basis, he cannot be described as 
entirely independent.  Nevertheless, the board of directors believes that this committee has sufficient independency and 
neutrality to comply with the ratio of the Code.  Furthermore, without compromising the quality of its work, the 
committee combines the tasks of both an appointment and a remuneration committee, which are listed as separate 
committees in the Code. 
 
For more information with respect to the members of the appointment and remuneration committee, reference is made 
to the overview set forth in Section 6 above. 
 
The role of the appointment and remuneration committee is (i) to make recommendations to the board of directors 
with regard to the election of directors and to ensure that the appointment and re-election process is organized 
objectively and profesionally and (ii) to make proposals to the board of directors on the remuneration policy of non-
executive directors and the resulting proposals to be submitted to the general shareholders’meeting, and the 
remuneration policy of the executive management. 
 
The committee has other specific tasks.  These are further decsribed in the terms of reference of the appointment and 
remuneration committee as set forth in the company’s Corporate Governance Charter.  
 
The committee met in aggregate five five times in 2005 and dealt with the following subjects: 
 

- The executive management’s remuneration package; 
- The CEO’s remuneration package and bonus;  
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- Directors’ remuneration; 
- Long Term Incentive (LTI) plan and warrants for senior management; 
- Recruitment of CTO; 
- The resignation and appointment of successors for directors and the managing director; 
- Composition of the board of directors; 
- Implementation of Corporate Governance Charter. 

 
In more general terms, the appointment and remuneration committee discusses the group’s salary policy, the response 
to the (external) auditor’s recommendations, group insurance and the reimbursement of expenses.  It also considers 
the appointment of independent directors and the allocation of functions within the board of directors.  It makes 
proposals regarding the remuneration of directors.  The CEO reports to the committee on the recruitment, dismissal 
and remuneration of his immediate reports.  It evaluates possible bonuses for the executive management and makes 
recommendations to the board of directors in that respect.  It can give advice on conflicts of interest.   
 

8.3.4. FINANCING COMMITTEE 

The financing committee was created by Board decision of 18 September 2005, and is currently composed of two (2) 
directors and the Secretary General:  
 

Name Executive or non-executive 
director 

Scott Honour, chairman Non-executive 
JPD Consult BVBA, represented by Mr. Jean-Pierre Depaemelaere Non-executive / Independent 

 
 
For more information with respect to the members of the financing committee, reference is made to the overview set 
forth in Section 6 above. 
 
The financing committee focused on (i) raise of capital and (ii) assets valuations and possibilities for acquisitions and 
divestitures. It informed the Board on a regular basis about the status of fund raising and possible valuations for 
company assets.   
 
It is the Committee’s sole responsibility to contact investment banks, hedge funds, private equity firms and other 
interested investors to execute a multi-tiered approach to raising funds and executing the company’s strategy.  In 
addition, the committee determines the specific criteria and request for proposals required to obtain the necessary 
response from interested parties.   
The Committee makes recommendations to the Board with respect to the appointment and mandate of investment 
bankers, the fund-raising process, corporate opportunities and fundraising strategies.  
 
The committee met thirteen times in 2005, of which six meetings took place by means of a telephone conference. 
 

8.3.5. CORPORATE GOVERNANCE COMMITTEE 

In May 2005 the Board resolved to set up a committee consisting of two directors named by the Board and the 
Secretary General, in order to implement the Belgian Corporate Governance Code.  
 
The corporate governance committee is composed of:  
 

Name Executive or non-executive 
director 

William B. Patton Jr., chairman Non-executive 
DR Associates BVBA, represented by Mr. Filip Roodhooft Non-executive / Independent 

 
 
For more information with respect to the members of the corporate governance committee, reference is made to the 
overview set forth in Section 6 above. 
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The role of the corporate governance committee is to prepare the company’s Corporate Governance Charter and to 
effect its implementation and, afterwards, to administer and monitor compliance with the Belgian Corporate 
Governance Code, the Company’s Corporate Governance Charter, and the conflict of interest policy.   
Real Software adopted a Corporate Governance Charter, an ethics guideline and an internal Ethics Hotline.  The 
Corporate Governance Charter is available on the company’s website www.realsoftware.be 
 
The corporate governance committee shall require a statement from each director and officer not less frequently than 
once a year setting forth all business and other affiliations which relate in any way to the business and other activities 
of the Company. 
 
The corporate governance committee reports to the Board of directors and met six times in 2005. 
 

8.4. CORPORATE GOVERNANCE CHARTER  

8.4.1. GENERAL 

Real Software has been organized pursuant to Belgian company law, the company’s articles of association and the 
company’s Corporate Governance Charter.   
 
The company’s corporate governance charter has been adopted in accordance with the recommendations set out in the 
Belgian Code on Corporate Governance that has been issued on December 9, 2004 by the Belgian Corporate 
Governance Committee (www.corporategovernancecommittee.be).  The main purpose of the Belgian Code on 
Corporate Governance is to support long-term value creation by providing Belgian listed companies with a model for 
good corporate governance.  Corporate governance has been defined in the Code as a set of rules and behaviors 
according to which companies are managed and controlled.  According to the Code, a good corporate governance 
model will achieve its goal by setting a proper balance between entrepreneurship and control, as well as between 
performance and conformance.  The Code is based on a “comply or explain” system: Belgian listed companies should 
follow the Code but can deviate from its provisions and guidelines (though not the principles) provided they disclose the 
jusitifications for such deviation. 
 
The Board tasked the corporate governance committee in 2005 with drawing up a Corporate Governance Charter for 
Real Software.  The Board has accepted its corporate governance charter in December 2005 and formally approved it in 
January 2006.  The Board will be review it from time to time and make such changes as it deems necessary and 
appropriate. 
 
The company’s Charter has been made available on the company’s website (www.realsoftware.be, under the heading 
“About Real Software”).   

8.4.2. REAL SOFTWARE’S CORPORATE GOVERNANCE PRACTICES IN 2005 

Real Software’s board of directors complies with the Belgian Code on Corporate Governance and has no deviations to 
disclose.  
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9. INFORMATION REGARDING THE STATUTORY AUDITOR  
 
 

9.1. GENERAL INFORMATION  

9.1.1. Statutory auditor  
 
Deloitte Bedrijfsrevisoren BV o.v.v.e. CVBA, a civil partnership that has assumed the form of a cooperative partnership 
with limited liability under Belgian law, whose registered office is at Louizalaan 240, 1040 Brussels, represented by Mr. 
William Blomme, having the Belgian nationality, electing office at Berkenlaan 8b, 1831 Diegem, Belgium, auditor, 
registered with the register of external accountants of the Institute of Accountants (‘Instituut der Accountants’), was 
initially appointed statutory auditor of Real Software for a period of three (3) years ending after the closing of the 
general shareholders meeting of 2005, resolving on the accounts for the fiscal year 2004.   
 
At the general annual shareholders' meeting of March 29, 2005, Deloitte & Touche Bedrijfsrevisoren, represented by 
Mr. William Blomme, was reappointed statutory auditor of the company for a period of three (3) years, ending 
immediately after the closing of the general shareholders' meeting resolving on the annual accounts for the fiscal year 
starting on January 1, 2007. 
 

9.1.2. Remuneration  

 
At the company’s General Shareholders’ meeting of 29 March 2005 it was decided to appoint Deloitte & Touche 
Bedrijfsrevisoren CBVA, represented by Mr. William Blomme, auditor, as statutory auditor for the calendar years 2005, 
2006 and 2007.  The fixed annual fee for its assignment as statutory auditor for the company, responsible for auditing 
the statutory and consolidated accounts, amounts to €145,000 for the group companies. 
 
The statutory auditor’s total remuneration for its statutory assignment in 2005 was €145.000.  
 
The subject-matter and the remuneration during the fiscal year related to extra-ordinary activities or special 
assignments performed by the statutory auditor within the company or for any Belgian company or Belgian person 
affiliated with the company within the meaning of article 11 of the Belgian Company Code or any foreign subsidiary of 
the company which is subject to the statutory audit of its annual accounts, as referred to in articles 142 and 146 of the 
Belgian Company Code, were as follows:   
 

- other statutory assignments : € 8.000 (contribution in kind, cancellation of preferential subscription rights). 
- other non-audit assignments: € 194.000  (assistance with IFRS). 
 

In the framework of remunerations during the fiscal year related with tasks, mandates or assignments performed by a 
person with whom the statutory auditor has entered into an employment contract or with whom he is in a professional 
collaborative relationship, or by a company or person affiliated with the statutory auditor as defined in article 11 of the 
Belgian Company Code, within the company whose annual accounts are audited by the statutory auditor or any Belgian 
company or a Belgian person affiliated with the company within the meaning of article 11 of the Belgian Company Code 
or any foreign subsidiary of the Belgian company which is subject to the statutory audit of its annual accounts, as 
referred to in articles 142 and 146 of the Belgian Company Code, no such services were provided to Real Software or its 
group companies. 

 

 

 

. 
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10. INFORMATION REGARDING MAJOR SHAREHOLDERS 
 
 

10.1. SHAREHOLDERS 

The Belgian Company Code and the company’s articles of association provide that every physical person or legal entity 
who acquires shares or other securities with voting rights in the company, either representing the share capital or 
otherwise (such as warrants, stock options), must inform the company and the Banking, Finance and Insurance 
Commission of the total number of shares owned by that person or entity, whenever, as a result of such an acquisition, 
the total voting rights associated with his securities pass a threshold of 3%, 5%, 10% or 15% (or every subsequent 
multiple of 5%) of the total number of voting rights associated with the securities of Real Software at the moment of 
acquisition.  This notification must be given within two (2) working days after the acquisition which has led to one of 
the thresholds being exceeded.  The same reporting obligation also exists if, as a result of the transfer of shares or 
other securities providing voting rights, a person or entity falls below one of these thresholds.  If a person exceeds a 
threshold of 20% he must also state the policy on the basis of which the acquisition or transfer is taking place. 
 
The disclosure obligation applies firstly to persons trading individually.  It also applies to persons associated with each 
other and persons acting in consultation with each other to acquire or transfer shares or other securities with voting 
rights.  In such cases the securities held by the associated persons or the persons acting in mutual consultation must 
also be counted together in order to calculate the number of securities passing the applicable threshold. 

 
The table below provides for an overview of the company’s major shareholders on 22 February 2006 in accordance with 
the above-mentioned legal requirements.  This overview is based on their most recent transparency declaration to the 
company.  This overview should be read together with the notes set forth below. 
 
  

Type of 
security 

 

 
Number 

 
 

 
%* 

 
 

 
% 

(**) 
 
 

 
(1) 

      
Real Holdings, LLC Shares 135,897,087 74.06% 64.39% (2) 
 
Roosland Beheer ................................................................Shares 15,099,676 8.23% 

 
7.15% (2) 

 
Real Holdings, LLC and Roosland 
Beheer, acting in mutual consultation ................................Shares 150,996,763 82.29% 

 
 

71.55% (2) 
 
 
Notes: 
 
(1) The number of securities listed for each security-holder in the summary is based on the number of securities mentioned in 

their declarations as received by Real Software up to the date of this document in accordance with legislation and the 
company’s articles of association.  Real Software has not received any confirmation from the security-holders in question 
that they still have the indicated number of securities.  The percentage quoted alongside the securities in question was 
calculated on the basis of the total number of voting securities in Real Software, whether or not these represent capital 
(within the meaning of the Act of 2 March 1989 on the publication of major stakes in listed companies and the regulation of 
public takeover bids).  On the date of this document, Real Software’s share capital is represented by 183,487,816 shares. 

 (2) The data is based on the declaration received by Real Software on 9 June 2004. 
 (*) Calculated on the basis of the transparency denominator as mentioned on p. 49, Section 14.1.4, the percentage of the 

current voting rights associated with the shares representing capital. 
(**) Calculated on the basis of the transparency denominator as mentioned on p. 49, Section 14.1.4, the percentage of the 

potential future voting rights associated with the shares representing capital. 
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10.2. VOTING RIGHTS  

All (current or future, through conversion of existing bonds or exercise of existing warrants) shares of the company 
have the same rights and privileges.  Specifically, each shareholder in Real Software is entitled to one vote per share, 
without prejudice to specific restrictions of shareholders’ voting rights set forth in the company’s articles of association 
and the Belgian Company Code.  The voting right may be suspended under certain circumstances, as further discussed 
in Section 14.   

10.3. CONTROL  

With reference to the overview of shareholders set forth above in Section 10.1, the company is presently, indirectly, 
owned and controlled by Gores Technology Group, LLC through its affiliated company Real Holdings, LLC.  Gores 
Technology Group, LLC became the company’s (indirect) majority shareholder following a capital increase on April 6, 
2004.   
 
In the event a company has one or more controlling shareholders(s), the Belgian Code on Corporate Governance 
provides that the board of directors should endeavour to have the controlling shareholders make a considered use of 
their position and respect the rights and interests of minority shareholders. 
 
Furthermore, the Belgian Code on Corporate Governance also provides that, in summary, there should be a rigorous 
and transparent procedure for an efficient appointment and re-election of directors and that nomination and selection 
criteria should exist.  Moreover, the skills, knowledge and experience present and needed on a board of directors 
should be evaluated in the event of a new appointment of a member of the board of directors.  Any proposal for the 
appointment of a director by the shareholders’ meeting should be accompanied by a recommendation from the board, 
based on the advice of a nomination committee.  At least three members of the board of directors should be 
independent directors.  Finally, the board of directors should set up special committees which advise the board of 
directors on specific issues, including an audit committee, a nomination committee and a remuneration committee.  
 
The company has largely complied with the principles and guidelines of the Belgian Code on Corporate Governance.  
For more information, reference is made to Section 8. 
 
Apart from, or co-existing with the principles and guidelines set forth in the Belgian Code on Corporate Governance, 
Belgian corporate law also provides for specific rules to be followed in order to ensure that the existence of a controlling 
position of a shareholder cannot be abused. 
 
For instance, the board of directors is under the legal obligation to comply with the rules and procedures set forth in 
article 523 of the Belgian Company Code relating to the situation whereby a director would have a direct or indirect 
interest of a financial nature that conflicts with a decision or transaction which falls within the authorities of the board 
of directors.  Specifically, the director concerned must inform the other members of the company’s board of directors of 
a (potential) conflict of interest before the board of directors resolves.  He should also inform the statutory auditor of 
the (potential) conflict of interest.  The director concerned may not participate in the board of directors’ deliberations or 
vote.  The minutes of the meeting of the board of directors must describe the statement of the director having a 
potential conflict of interest, the justification thereof, the nature of the decision or the transaction and a justification 
thereof.  Such minutes must also be included in the board of directors’ annual report.  Finally, the annual report and the 
statutory auditor’s report must describe the financial implications of this decision or transaction. 
 
Furthermore, article 524 of the Belgian Company Code also provides for rules and procedures to be complied with in 
the event decisions are to be made or actions to be taken with regard to affiliated companies.  Specifically, such 
decisions or transactions must first be submitted for evaluation by a committee of three (3) independent directors.  This 
committee is supported by one or more independent experts appointed by the committee.  The committee must submit 
written advice to the board of directors, stating its grounds, concerning a number of points prescribed by law.  After it 
has examined the report, the board of directors must deliberate and vote about the proposed decision or transaction.  
If the board of directors rejects the committee’s advice, it must provide reasons for doing so in its minutes.  The 
statutory auditor will assess the accuracy of the data set forth in the committee’s advice and the board minutes.  The 
conclusion of the committee, an extract from the board minutes and the statutory auditor’s opinion must be included in 
the company’s annual report.   
 
For more information with regard to situations in which the procedures set forth in article 523 and / or 524 of the 
Belgian Company Code have been followed, reference is made to Section 6 and 11. 
 
Following the acquisition of control over the company by Gores Technology Group, LLC in April 2004, and because of 
the substantial investments associated with acquiring control of the company and the associated risk, eight (8) directors 
associated with Gores Technology Group, LLC were nominated director of the company, as a consequence of which the 
number of directors increased then from seven (7) to fifteen (15).  On September 24, 2004, the total number of 
directors was reduced from fifteen (15) to nine (9) and in 2006 to eight (8): the number of directors representing the 
majority shareholder (Real Holdings, LLC, an affiliate of Gores Technology Group, LLC) was reduced from eight (8) to 
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five (5) and the number of independent and other directors was proportionately reduced from six (6) to three (3).  As 
set forth in Section 6, the company’s board of directors is currently composed of eight (8) directors, of which three (3) 
are independent directors.  Consequently, the composition of the company’s board of directors is in compliance with the 
Corporate Governance Code (as set forth in Section 8).  Furthermore, in accordance with article 524,§4 of the Belgian 
Company Law and the broadest possible definition of the principles of corporate governance, the independent directors 
are entirely independent.   
 
Within the company’s board of directors, an audit committee and an appointment and remuneration committee has 
been established.  The audit committee is entrusted with a variety of financial matters, including, amongst other things, 
quarterly and annual results and internal controls.  It is composed of three (3) non-executive directors, including two 
(2) independent directors.  The appointment and remuneration committee is entrusted with, amongst other things, the 
directors’ remuneration and senior management’s compensation.  It is composed of three (3) non-executive directors, 
including two (2) independent directors.   
 
For more information relating to the board committees, reference is made to Section 8. 
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11. PARTY RELATED TRANSACTIONS 
 
 
 
Real Software has adopted the International Financial Reporting Standards set out in Regulation (EC) n° 1606/2002 
(also refered to as “IFRS”) for its financial reporting.  The IFRS reporting is included in Section 12.  Since “related party 
transactions” are included in the IFRS-reporting, reference is made here to that Section.  
 
 
The Articles 523 and 524 of the Belgian Company Law provide for a special procedure that applies to intra-group or 
related party transactions with affiliates.  The procedure applies to decisions and transactions between Real Software 
and affiliates of Real Software that are not a subsidiary of Real Software.  It also applies to decisions or transactions 
between any of Real Software’s subsidiaries and such subsidiaries’ affiliates that are not a subsidiary of Real Software. 
 
Prior to any such decision or transaction, the board of directors of Real Software must appoint a special committee 
consisting of three (3) independent directors, assisted by one (1) or more independent experts.  This committee must 
assess the business advantages and disadvantages of the decision or transaction for Real Software.  It must quantify 
the financial consequences thereof and must determine whether or not the decision or transaction causes a 
disadvantage to the company that is manifestly illegitimate in view of the company’s policy.  If the committee 
determines that the decisions or transaction is not manifestly illegitimate, but is of the opinion that it will prejudice the 
company, it must clarify which advantages are taken into account in the decision or transaction to compensate the 
disadvantages.  All these elements must be set forth in the committee’s advice.  The board of directors must then take 
a decision, taking into account the opinion of the committee.  Any deviation from the committee’s advice must be 
motivated.  Directors who have a conflict of interest are not entitled to participate in the deliberation (see also Section 
8).  The committee’s advice and the decision of the board of directors must be notified to the company’s statutory 
auditor, who must render a separate opinion.  The conclusion of the committee and excerpt of the minutes of the board 
of directors and the opinion of the statutory auditor must be include in the (statutory) annual report of the board of 
directors. 
 
The procedure does not apply to decisions or transactions in the ordinary course of business at customary market 
conditions, and transactions or decisions with a valued less than 1% of the consolidated net assets of the company. 
 
Apart from the foregoing procedure, the company must also report in its annual report substantial restrictions or 
burdens imposed or maintained by the controlling parent company during the previous financial year. 
 
In 2004, the board of directors constituted a committee of three (3) independent directors in order to give advice on 
issues that are to be considered as party related transactions or as potential conflicts of interest.  
 
The committee consists of the following directors: 
 

- Viscount Etienne Davignon; 
- JPD Consult BVBA, permanently represented by Mr. Jean-Pierre Depaemelaere; and 
- DR Associates BVBA, permanently represented by Mr. Filip Roodhooft,  

 
who are independent directors, since they meet the criteria set forth in article 524, §4, 1-4 of the Belgian Company 
Code (see also Section 6).  Viscount Etienne Davignon accepted the chairmanship of the committee.  The committee 
appointed the company’s Secretary General, as its secretary. 
 
The “524 committee” was initially sollicitated regarding the settlement between the company on the one hand and 
Rudy Hageman and Indi NV (“Hageman and associates”) on the other hand. Details of the settlement of the disputes 
between Rudy Hageman and the company are given in the company’s 2004 annual report. 
 

11.1. CEO COMPENSATION 

As described in the company’s 2004 Annual Report (p. 29), the contract with former Managing Director-CEO, Peter Op 
de Beeck BVBA, granted a fixed annual salary of €439,600.00 and a variable remuneration on the basis of turnover, 
profit, cash flow and personal objectives set and evaluated by the Board, up to 100% of the fixed remuneration.  
In 2005, the board, upon recommendation of the appointment and remuneration committee, had to determine the 
amount of such variable fee for the services rendered in the fourth quarter of 2004. 
 



Part III  -  CORPORATE GOVERNANCE 

 
45 

Decision of the appointment and remuneration committee of 13 June 2005 (excerpt) 
 

a. CEO compensation: 2004 pro rata bonus 
The committee, having examined and discussed the elements of MBO assessment regarding the CEO’s 
performance in the fourth quarter of 2004, recommends the following decision to the Board of Directors: 
 
The Board of Directors resolves to grant the CEO-Managing Director a one time bonus of €112,500 for the 
fourth quarter of 2004.  
The bonus payment shall occur during the month of June 2005.  
 

b. CEO compensation: Balance relocation indemnity 
The committee recommends that the Board of Directors examine the company’s cash planning with a view 
of paying the balance of € 100,000 subject to validation by the chairman of the Audit Committee and the 
CFO of cash deficiencies being solved. 

 
 
Decision of the board of directors of 13 June 2005 (excerpt) 
 

a. 2004 pro rata bonus 
The Board of Directors decided to grant the CEO-Managing Director a one time bonus of € 112,500 for the 
fourth quarter of 2004. 
The company shall make reasonable efforts to make the bonus payment during the month of June 2005.  

 
b. Balance relocation indemnity 

The Board of Directors resolved to pay the balance of € 100,000 relocation indemnity to the CEO-Managing 
Director subject to validation by the company’s CFO and the chairman of the Audit Committee of cash 
deficiencies being solved. 

 

11.2. CONSULTANCY SERVICES PROVIDED BY GORES TECHNOLOGY GROUP LLC.  

The board of directors investigated the applicability of articles 523-524 of the Belgian Company Law in connection with 
the remuneration for consulting services provided by Gores Technology Group, LLC to the Company.  
 
After the entrance in the group’s share capital in 2004, Gores Technology Group immediately provided a number of 
bridge loans totalling € 15 million that were converted into a convertible bond in 2005. Besides assistance with working 
capital, a team of seasoned, high profile experts from the United States Gores Technology Group staff came over to 
Belgium and assisted the company’s management with financial, technological and organizational matters.   
 
The board of directors decided that this assistance should be framed within an at arms’ length negotiated consultancy 
agreement dealing with the usual aspects of such consultancy.  
 
The audit committee was mandated to negotiate, draft and review a framework agreement.  Taking into account the 
generic nature and the market conformity of the services and the terms and conditions, the audit committee came to 
the conclusion, upon legal advice and having informed the statutory auditor, that the execution of the consultancy 
agreement with Gores Technology Group falls under the exception stated in Article 524,§1 of the Belgian Company Law. 
 
Hereafter follows an excerpt of the recommendation of the audit committee, that was followed by the board of directors 
on November 15, 2005 and December 20, 2005. 
 
 
Decision of the Audit Committee of 10 November 2005 (excerpt) 
 

In the Audit Committee’s opinion, Real Software’s Board of Directors may validly decide the signing and 
execution of the consultancy agreement to be entered into between Real Software NV and Gores Technology 
Group, pursuant to the exception provided for by Article 524, § 1, 2nd paragraph, 1° of the Company Code. 
Indeed, said consultancy agreement, if signed and executed substantially in accordance with the draft 
agreement attached hereto (see, Attachment 1 hereto), (i) will be entered into under conditions and with 
guarantees that are customary on the market for similar transactions and (ii) will be similar in nature, size and 
significance to consultancy agreements entered into by Real Software in the past. 
 

Decision of the Board of Directors of 15 November 2005 (excerpt) 
 

The Board of Directors resolves to executing the Gores Group (formerly Gores Technology Group) consultancy 
agreement as reviewed by the Audit Committee subject to the Auditor’s nihil obstat regarding the application 
made of Article 524 Company Law. 
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Decision of the Board of Directors of 20 December 2005 (excerpt) 
 
The Board of Directors notes that the Auditor has made his nihil obstat known to management but that he 
also recommends giving further details about the usual services provided under the Gores consultancy 
agreement.  
 

 

11.3. CO-INVESTMENT IN REAL HOLDINGS LLC.  

Three senior executives of the company decided in 2005 to co-invest in Real Holdings, LLC, a controlling shareholder of 
the company.  In application of IAS 24, the company makes the following disclosures in respect of this transaction. 
 
Decision of the Appointment and Remuneration Committee of 11 May 2005 (excerpt) 
 

After discussion regarding the co-investment that is intended by three senior executives of the company in 
Real Holdings, LLC, controlling shareholder of the company, the Committee decides recommending to the 
Board making the following disclosure when the company will be informed of the transaction being executed: 
  
Real Software was informed today that an agreement was executed between its majority shareholder Real 
Holdings, LLC, and three senior managers of the company (…) with regard to the sale of a number of non-
voting shares in Real Holdings, LLC, at a price that was not disclosed.  
Pursuant to this agreement, said managers could purchase up to maximum of [5.625] % of Real Holdings, 
LLC, stock.   
Real Software is pleased with this co-investment illustrating its management’s commitment and belief in the 
company’s activities. 
 
The Committee is of the opinion that this disclosure is not mandatory because the information is not stock 
price sensitive but is recommend by principles of good governance, in particular regarding the shareholders’ 
structure of the company. 
 
The Company Secretary will be informed when the agreement is executed.  

 
 
 
Decision of the Board of Directors of 30 August 2005 (excerpt) 
 

Disclosure: the investment by senior executives in Real Software’s parent company was discussed. After 
obtaining a legal opinion, the Committee recommends not making a special disclosure by way of occasional 
information to the market but suggests mentioning the information in the annual report – the Board should be 
informed (through notification to the Company Secretary by any executive involved) about possible future 
transactions of this type so that it can assess the opportunity of public disclosure; 
  
The Board of Directors resolves that all investment transactions by executives in the company’s parent 
company should be notified to the Company Secretary in order to allow the Board of Directors the possibility 
of determining the appropriateness of a public disclosure at all times. 
 

No specific notification was made to the Company Secretary. 
 
 

11.4. POST-BALANCE EVENT: RESIGNATION AND SETTLEMENT CEO  

On January 8, 2006, Real Software and its former Managing Director-CEO, Peter Op de Beeck BVBA, mutually decided 
to separate.  A potential conflict in terms of Article 523 Belgian Company Law, with respect to the resignation of Peter 
Op de Beeck BVBA and its settlement agreement, has been notified accordingly to the auditor. 
 
Decision of the Board of Directors of 8 January 2006  (excerpt) 
 

The Chairman informs the meeting that the first item on the agenda potentially involves a substantial change 
in the authority matrix of the Company, which may have an impact on the Management Services Agreement 
of 23 September 2004 (“the Management Services Agreement”) that is presently in place between Peter Op 
de Beeck BVBA and the Company.  Peter Op de Beeck BVBA withdraws from the discussions in application of 
article 523 of the Belgian Company Code (on conflicts of interests) and the Auditor will be informed of the 
potential conflict.  
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After deliberation, the Board of Directors, upon motion duly made and seconded resolved as follows to:  
1. Accept the resignation of Peter Op de Beeck BVBA as director and as managing director of the 

Company with immediate effect. 
2. Accept the Termination and Settlement Agreement between the Company and Peter Op de Beeck 

BVBA and Peter Op de Beeck and mandates two directors, Ashley W. Abdo and JPD Consult BVBA, 
to sign the agreement on behalf of the Company. 

 

* * 

* 

Except the foregoing there are no other related party transactions or cases of conflict of interest. 
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12. FINANCIAL STATEMENTS - IFRS 
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Consolidated Income Statement for the year ended 31 December 2005   
     
The consolidated financial statements have been authorized for issue by the Board of Directors on 22th 
February 2006.  

  
  

 

  31/12/2005  31/12/2004 
  EUR '000  EUR '000 
     
Operating Revenue  117.286  130.474 
Turnover Note 5/6 115.944  129.297 
     
Other operating income Note 7 1.342  1.177 
     
Operating Charges   -116.041  -133.010 
Purchases of goods for resale, new materials and consumables Note 8 -11.655  -11.594 
Services and other goods Note 8 -33.992  -41.178 
Employee benefits expense Note 8 -69.105  -77.094 
Depreciation and amortization expense Note 8 -1.059  -1.533 
Provisions and allowances Note 8 978  82 
Other operating expenses Note 7 -1.207  -1.691 
     
OPERATING RESULT before NON-RECURRING  1.245  -2.536 
     
Non-recurring revenues Note 9 1.184  6.052 
Restructuring charges Note 9 -6.731  -4.847 
Impairment loss Note 9 -1  -550 
Other non-recurring charges Note 9 311  -3.854 
     
OPERATING RESULT (EBIT)  -3.991  -5.735 
     
Share of profit of associates  -21  -5 
Financial income Note 10 84  340 
Financial charges Note 10 -5.510  -4.439 
     
Profit (Loss) before income taxes  -9.437  -9.839 
     
Income taxes Note 11 -681  -249 
     
Profit (Loss) for the year from continuing operations  -10.118  -10.088 
     
Discontinued Operations     
Profit for the year from discontinued operations     
Profit (Loss) for the year  -10.118  -10.088 
     
Attributable to:     
Equity holders of the parent  -10.180  -10.088 
Minority interest  62  0 
     
    31/12/2005   31/12/2004 
EPS (in Euro) Note 12 -0,06  -0,07 
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Consolidated Balance Sheet for the year ended 31 December 
2005   
     

     
  31/12/2005  31/12/2004 
ASSETS  EUR '000  EUR '000 
     
Non Current Assets  35.284  35.841 
Goodwill Note 13 28.355  28.355 
Intangible assets Note 15 107  0 
Property, plant and equipment Note 14 6.399  6.744 
Investments in associates Note 16+17 65  86 
Deferred tax assets Note 20 357  655 
     
Current Assets  42.026  46.751 
Inventories Note 19 608  1.360 
Trade and other receivables Note 21 37.555  40.158 
Cash and cash equivalents Note 22 3.863  5.233 
     
TOTAL ASSETS  77.310  82.591 
     
EQUITY AND LIABILITIES     
     
Shareholder's Equity  -53.266  -59.277 
Share capital Note 23 11.527  11.399 
Share premium Note 23 419.957  403.672 
Retained earnings Note 24 -484.750  -474.348 
     
Minority interest  317  255 
     
TOTAL EQUITY  -52.949  -59.022 
     
Non-Current Liabilities  60.697  52.822 
Convertible loan notes Note 26 15.000  0 
Obligations under finance lease Note 28 3.039  3.224 
Bank loans and Other Borrowings Note 25 39.461  46.684 
Other non-current liabilities  0  458 
Retirement benefit obligations Note 34 475  541 
Provisions Note 29 2.721  1.915 
Deferred tax liabilities Note 20 0  0 
     
Current Liabilities  69.562  88.791 
Convertible loan notes Note 26 0  15.613 
Obligations under finance lease Note 28 211  192 
Bank overdrafts and loans Note 25 15.922  23.846 
Trade and other payables  47.030  42.068 
Current income tax liabilities Note 11 233  0 
Provisions  Note 29 6.017  7.072 
Derivative financial instruments Note 27 150  0 
     
TOTAL LIABILITIES  130.259  141.614 
     
TOTAL EQUITY and LIABILITIES  77.310  82.591 
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Consolidated  Statement of Changes in Equity for the year ended December 31, 2005   
          
          

  

Share 
Capital 

Share 
Premium 

Equity 
Reserves 

Retained 
earnings 

Minority 
Interest 

Total 

 

 

          
Balance at 1 January 2004  1.913 255.828  -464.260 392 -206.127   
Effect of changes in accounting policy          
As restated  1.913 255.828 0 -464.260 392 -206.127   
          
Net profit/(loss)     -10.088 -137 -10.225   
Gains (losses) not recognised in 
income statement       0  

 

   '(specific by nature)       0   
Transfer to income statement       0   
Deferred taxes       0   
Dividends       0   
Change in scope of consolidation       0   
Capital Increase  9.486 147.844    157.330   
Other          
          
Balance at 1 January 2005  11.399 403.672 0 -474.348 255 -59.022   
Effect of changes in accounting policy (1)   15.613 -222     
As restated  11.399 403.672 15.613 -474.570 255 -43.631   
          
Net profit/(loss)     -10.180 62 -10.118   
Gains (losses) not recognised in 
income statement       0  

 

Transfer to income statement       0   
Deferred taxes       0   
Dividends       0   
Change in scope of consolidation       0   
Transfer within equity    -15.613   -15.613   
Capital Increase  128 16.285    16.413   
Other       0   
          
Balance at 31 December 2005  11.527 419.957 0 -484.750 317 -52.949   
          
          

 '(1) In accordance with IFRS 1 the group has decided to postpone to January 1, 2005 the first application of IAS 39- Financial 
Instruments: Recognition and Measurement and IAS 32- Financial Instruments: Disclosure and Presentation. The impact of the 
application of IAS 39/32 on the existing Interest Rate Swap and the Automatic Convertible Bond have been treated as a change in 
accounting policy on January 1, 2005. 
 
With respect to the automatic convertible bond issued in 1998 and fully converted in July 2005, a reclassification from debt to 
equity reserves has been recorded amounting to KEUR 15.613 (notional amount) in accordance with IAS 39/32 as of Jan 1, 2005. 
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Consolidated Cash Flow Statement for the year ended 31 
December 2005  
     

     

  31/12/2005  31/12/2004 
  EUR '000  EUR '000 
EBIT   -3.991   -5.735  
     
Depreciation and amortisation   1.059   1.533  
Impairment losses on assets  1   550  
Write-offs on assets      
Value adjustments of financial investments     
Changes in provisions  -248   1.913  
(Gains) / Losses on disposals of assets  0   0  
Income from associates      
Gross Operating Cash Flow  -3.179   -1.738  
     
Changes in working capital  4.661   -596  
Net Operating Cash Flow  1.482   -2.334  
     
Income taxes paid  -150   -992  
Net Cash Flow from Operating Activities  1.331   -3.326  
     
Interest received  84   340  
Dividend received     
Capital Increase  16.413   157.330  
Increase / Decrease of loans  -16.385   -149.909  
Increase / Decrease of receivables     
Investments in intangible assets  -107   0  
Investments in property, plant and equipment  -723   -606  
Acquisitions of investment property  0   -737  
New investments in associates  -0   0  
Disposals of intangible assets     
Disposals of property, plant and equipment  8   374  
Disposals of investment property  0   1.000  
Disposals of investments available for sale     
Net Cash Flow from Investment Activities  -709   7.792  
     
Interest paid  -1.992   -5.853  
Dividend paid     
Increase / Decrease financial liabilities proceeds  0   0  
Increase / Decrease financial liabilities repayments  0   0  
Cash Flow from Financing Activities  -1.992   -5.853  
     
Effect of exchange rate changes     
Effect of change in scope of consolidation     
Changes in Cash and Cash Equivalents  -1.370   -1.387  
     
     
Net cash position opening balance  5.233   6.620  
Net cash position closing balance  3.863   5.233  

Total Cash movement  -1.370   -1.387  
     
 checksum -0,00001   0,00000  
     
     
Changes minorities balance sheet     
  Real Solutions 31/12/2003    129,39528 
  Real Project 31/12/2003    4,78293 
Unexplained difference    2,44365 
TOTAL TO ADJUST --> working capital    136,62186 
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NOTE 1 - GENERAL INFORMATION 

 
Real Software NV (the Company) is a limited company incorporated in Belgium, with company number 0429.037.235 . The 
addresses of its registered office and principal place of business is in Belgium, Prins Boudewijnlaan 24, 2550 Kontich. The 
principal activities of the Company and its subsidiaries (the Group) are described in note 16.The consolidated financial 
statements for the year ended 31 December 2005 include Real Software NV and its subsidiaries (together referred to as 
‘Real Software’ or ‘the Group’). Comparative figures are for the financial year 2004. 

 

 

 

 

NOTE 2 - STATEMENT OF COMPLIANCE 

 
The consolidated financial statements of Real Software for the period ended 31 December 2005 have been prepared for the 
first time in accordance with International Financial Reporting Standards (IFRS) as adopted by the European Union at 31 
December 2005.  
 
Therefore, an IFRS opening balance sheet has been established at 1 January 2004 (the date of transition to IFRS). The 
comparative information for the reporting period 2004 have been restated from Belgian GAAP to IFRS. Further information 
on the conversion to IFRS is provided in note 37 ‘First-time Adoption of IFRS’ 

 

 

 

NOTE 3 - SUMMARY OF ACCOUNTING POLICIES 

 

 

Basis of consolidation 
The consolidated financial statements incorporate the financial statements of the Company and entities controlled by the 
Company (its subsidiaries). Control is achieved where the Company has the power to govern the financial and operating 
policies of an entity so as to obtain benefits from its activities. 

 
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 on consolidation. 

 
Minority interests in the net assets 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 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. 

 

Business combinations and goodwill 

 

Business Combinations 
The acquisition of subsidiaries is accounted for using the purchase method. The cost of the acquisition is measured at the 
aggregate of the fair values, at the date of exchange, of assets given, liabilities incurred or assumed, and equity 
instruments issued by the Group in exchange for control of the acquiree, plus any costs directly attributable to the business 
combination. The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions for recognition 
under IFRS 3 are recognised 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 recognised and measured at fair value less costs to sell. 

 
Goodwill arising on acquisition is recognised as an asset and initially measured at cost, being the excess of the cost of the 
business combination over the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent 
liabilities recognised. If, after reassessment, 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 recognised immediately in 
profit or loss. 
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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 recognised. 

 

Goodwill 
 
Goodwill arising on the acquisition of a subsidiary or a jointly controlled entity represents 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 of the 
subsidiary or jointly controlled entity recognised at the date of acquisition. Goodwill is initially recognised 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. Cash-generating units to which goodwill has been allocated are tested for 
impairment annually, or more frequently when there is an indication that the unit may be impaired. 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 recognised for goodwill is not reversed in a 
subsequent period. 

 
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 

 

Investments in associates 
An associate is an entity over which the Group has significant influence and that is neither a subsidiary nor an interest in a 
joint venture. Significant influence is the power to participate in the financial and operating policy decisions of the investee 
but is not control or joint control over those policies. 

 
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 recognised. 

 
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 recognised at the date of acquisition is recognised as goodwill. Such goodwill on 
investments in associates 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 recognised 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. 

 
Where a group entity undertakes its activities under joint venture arrangements directly, the Group’s share of jointly 
controlled assets and any liabilities incurred jointly with other venturers are recognised in the financial statements of the 
relevant entity and classified according to their nature. Liabilities and expenses incurred directly in respect of interests in 
jointly controlled assets are accounted for on an accrual basis. Income from the sale or use of the Group’s share of the 
output of jointly controlled assets, and its share of joint venture expenses, are recognised when it is probable that the 
economic benefits associated with the transactions will flow to/from the Group and their amount can be measured reliably. 

 
Joint venture arrangements that involve the establishment of a separate entity in which each venturer has an interest are 
referred to as jointly controlled entities. The Group reports its interests in jointly controlled entities using proportionate 
consolidation, 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. The Group’s share of the assets, liabilities, income and expenses 
of jointly controlled entities are combined with the equivalent items in the consolidated financial statements on a line-by-
line basis. 

Any goodwill arising on the acquisition of the Group’s interest in a jointly controlled entity is accounted for in accordance 
with the Group’s accounting policy for goodwill arising on the acquisition of a subsidiary (see below).  

 
Where the Group transacts with its jointly controlled entities, unrealised profits and losses are eliminated to the extent of 
the Group’s interest in the joint venture. 

 

Revenue recognition  
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Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable for 
goods and services provided in the normal course of business, net of discounts and sales related taxes. 

 
Real Software’s revenue-earning activities involve, but are not limited to, the selling of Product Licences, the rendering of 
Software Services, delivering of Software/Technical Support and selling of Infrastructure.  Infrastructure sales commonly go 
with the sales of Licence Products but can also occasionally involve straight-forward goods sales. 

 
These activities constitute the Company’s ongoing major operations, and revenues are considered to have been earned 
when the Company has substantially accomplished what it must do to be entitled to the benefits represented by the 
revenues. 

 

1. Infrastructure 

Revenue from the sale of hardware (so called ‘infrastructure revenue’) is recognized in the income statement when the 
significant risks and rewards of ownership have been transferred to the buyer.  

 

2. Licenses 
Licenses are agreements by which the Company grants the customer the right to use, but not own,  the Company’s 
products, usually with limitations on the number of employees or users for which the software use is granted and the 
license period. 

 

Fees from licenses are recognized as revenue, if no significant production, modification or customisation of software is 
required and when all of the following four conditions are met :  

1. signature by the company and the customer of a non-cancellable contract;  

2. delivery has occurred ; 

3. the license fees are fixed and determinable; 

4. collection of the fee is almost certain.  

  

If significant production, modification or customisation of software is required revenue can only be recognised in conformity 
with the contract accounting method used for ‘Fixed price contracts’.  

 

3. Maintenance 

Revenue from maintenance contracts and other contracts for which a specific service is delivered during a contractually 
agreed period of time, is recognised on a straight-line basis over the term of the contract, except for maintenance contracts 
in which the Group acts as a commissioner, in which case the commission is directly recognised in the income statement. 

 

4. Project revenues : fixed price contracts and time & material  
Fixed price contracts 

Where the outcome of a construction contract can be estimated reliably, revenue and costs are recognised by reference to 
the stage of completion of the contract activity at the balance sheet date. Real Software determines the stage of completion 
of the contract 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 recognised to the extent of 
contract costs incurred that it is probable will be recoverable. Contract costs are recognised 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 recognised as an 
expense immediately. 

 

Time and material  
Time based service contracts are agreements for services such as installation, development, consulting, training and other 
services, based on the time-and-material concept.   

 
The basis for these agreements is only an agreed day/hour unit price, without neither explicit nor implicit delivery 
requirements nor any commitments to results to be achieved. The revenue can be recognised as the services are delivered 
and invoiced 

 

Leasing 

 

Leases are classified as finance leases whenever 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. 

 
Finance Lease : Real Software as lessee 

 

Real Software does not act as a lessor in any agreements with its clients. 
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The Group entered into several leasing agreements, mainly related to office buildings and office equipment. Assets held 
under finance leases are recognised as assets of the Group at their fair value at the inception of the lease or, if lower, at 
the present value of the minimum lease payments. The corresponding liability to the lessor is included in the balance sheet 
as a finance lease obligation. 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 
to profit or loss. 

 

Operating lease : Real Software as lessee 

 
Rentals payable under operating leases 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. 

 

Foreign currencies 

 
All entities in the scope of consolidation have EUR as a functional currency, which is also the functional and presentation 
currency of Real Software. 

 

In preparing the financial statements of the individual entities, transactions in currencies other than the entity’s functional 
currency (foreign currencies) are recorded at the rates of exchange prevailing on the dates of the transactions. At each 
balance sheet date, monetary items denominated in foreign currencies are retranslated at the rates prevailing on the 
balance sheet date. Non-monetary items carried at fair value that are denominated in foreign currencies are retranslated at 
the rates prevailing on 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. Exchange differences arising on the settlement of monetary items, 
and on the retranslation of monetary items, are included in profit or loss for the period in operating expense.  

 

 Borrowing costs 

All borrowing costs are recognised in profit or loss in the period in which they are incurred. 

 

Government grants 

Government grants towards staff re-training costs are recognised in profit or loss over the periods necessary to match them 
with the related costs and are deducted in reporting the related expense. 

 

Retirement benefit costs 

 

Retirement benefit schemes 
In accordance with the laws and practices applicable in each country, the companies of the group provide retirement and/or 
death benefits to their employees. 

 

 

Defined contribution plan 
Under “defined contribution plans”, the obligation of the company is limited to the amount that it agrees to contribute to a 
fund. All actuarial and investment risks fall on the employee. Payments to defined contribution plans are charged as 
expenses as they fall due. 

 

Defined benefit plans 

 

Defined benefit plans are post-employment benefit plans other than defined contribution plans. 

Under “defined benefit plans” benefits are typically calculated based on years of service and on the level of remuneration. 

 

The amount recognised in the balance sheet is the present value of the “defined benefit obligation”, adjusted for the 
unrecognised actuarial gains/(losses) and any past service cost not yet recognized less the fair value of any plan assets. 

Any asset resulting from this calculation is limited to unrecognized actuarial losses and past service costs plus the present 
value of available refunds and reductions in future contributions to the plan. 

 
The present value of the "defined benefit obligations" and the related current and past service costs are calculated using 
the "projected unit credit method". This implies that benefits are normally attributed to periods of service under the plan's 
benefit formula. The discounted value of benefits attributed to prior periods of service equals the present value of the 
defined benefit obligation, and the discounted value of benefits attributed to the current period of service equals the service 
cost. The discount rate is determined based on the market yields at the balance sheet date of high quality corporate bonds. 
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The actuarial gains and losses, resulting mainly from changes in actuarial assumptions, are determined separately for each 
defined benefit plan and not immediately recognised but deferred according the following principle. The actuarial gains and 
losses exceeding a corridor of 10% of the higher of the fair value of plan assets and the present value of the defined 
benefit obligations are recognised in the income statement over the average remaining working lives of the plan 
participants involved. 

 
Past service costs, which arise when a plan is introduced or modified, are recognized as an expense over the average 
period until the benefits become vested. 

 

In the income statement, current and past service costs, actuarial gains /(losses) are charged in "employee benefit 
expense", while interest cost and expected return on plan assets are booked in "other financial income & expenses". 

 

Taxation 

 

Income tax expense represents the sum of the tax currently payable and deferred tax. 

 
The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in the income 
statement because it excludes items of income or expense that are taxable or deductible in other years and it further 
excludes items that are never taxable or deductible. The Group’s liability for current tax is calculated using tax rates that 
have been enacted or substantively enacted by the balance sheet date. 

 
Deferred tax is recognised 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 recognised for all taxable temporary differences and deferred tax 
assets are recognised to the extent that it is probable that taxable profits will be available against which deductible 
temporary differences can be utilised. Such assets and liabilities are not recognised if the temporary difference arises 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 recognised 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. 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 is calculated at the 
tax rates that are expected to apply in the period when the liability is settled or the asset realised. Deferred tax is charged 
or credited to profit or loss, except when it relates to items charged or credited directly to equity, in which case the 
deferred tax is also dealt with in equity. 

 
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. 

 

Property, plant and equipment 

 
The cost of an item of property, plant and equipment is recognised as an asset if, and only if, 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. After 
initial recognition, all items of property, plant and equipment are stated at cost, less accumulated depreciation and 
impairment losses. The cost of an item of property, plant and equipment comprises its purchase price, any cost directly 
attributable to bringing the asset to the location and condition  for it to be capable of operating in the manner intended by 
management.  

 

Depreciation is calculated over the estimated useful lives of property, plant and equipment using the straight-line method. 
Depreciation starts when the assets are ready for their intended use. 

 

The estimated useful lives of the most significant categories of property, plant and equipment are : 

(land is not depreciated) 
Buildings 5% 
Machinery & Fixtures 10-25% 
Computer & Office equipment 10-33% 
Vehicles 25% 

 
Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, 
where shorter, the term of the relevant lease. 

 

Internally-generated intangible assets – research and development expenditure 

 

Expenditure on research activities is recognised as an expense in the period in which it is incurred. 

 

An internally-generated intangible asset arising from the Group’s business development is recognised only if all of the 
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following conditions are met: 

• an asset is created that can be identified (such as software and new processes); 

• it is probable that the asset created will generate future economic benefits; and 

• the development cost of the asset can be measured reliably. 

 
Internally-generated intangible assets are amortised on a straight-line basis over their estimated useful lives. Where no 
internally-generated intangible asset can be recognised, development expenditure is charged to profit or loss in the period 
in which it is incurred. 

 

Patents and trademarks 

 
Patents and trademarks are measured initially at purchase cost and are amortised on a straight-line basis over their 
estimated useful lives, being 5 years.  

 

Impairment of tangible and intangible assets 

 
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 recognised 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 recognised for the asset (cash-generating unit) in prior years. A 
reversal of an impairment loss is recognised 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 realisable value. Cost comprises direct materials and, where applicable, 
direct labour costs and those overheads that have been incurred in bringing the inventories to their present location and 
condition. Cost is calculated using the weighted average method. Net realisable value represents the estimated selling price 
less all estimated costs of completion and costs to be incurred in marketing, selling and distribution. 

 

Financial instruments 

 
Financial assets and financial liabilities are recognised on the Group’s balance sheet when the Group becomes a party to the 
contractual provisions of the instrument. Financial assets are derecognised from the balance sheet when the contractual 
rights to the cash flows from the financial asset expire or when the asset is transferred and the transfer qualifies for 
derecognition based on the extent to which the risks and rewards of ownership are retained or transferred. Financial 
liabilities are removed from the balance sheet when they are extinguished, i.e. when the obligation specified in the contract 
is discharged or cancelled or expires. 

 

 

Trade receivables 

 
Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost using 
the effective interest rate method where the impact is material. Appropriate allowances for estimated irrecoverable amounts 
are recognised in profit or loss when there is objective evidence that the asset is impaired. The allowance recognised 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. 

 

Investments 

 
Available-for-sale investments are initially measured at fair value, increased with any direct acquisition costs associated with 
the investment. After initial recognition, available-for-sale investments are measured at fair value. Gains or losses on 
available-for-sale investments from changes in fair value are recognized directly in equity, except for impairment losses and 
foreign exchange gains and losses, which are recognised in the income statement. Upon disposal of the investment, the 
cumulative gain or loss previously recognized in equity is transferred to the income statement.  
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For investments that are actively traded in organized financial markets, fair value is determined by reference to quoted 
market prices at the close of business on the balance sheet date. For investments where there is no quoted market price, 
fair value is calculated based on the expected cash flows of the underlying net asset base of the investment.  

 

Cash and cash equivalents 

 

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid 
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in 
value. 

 

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 amortised 
cost, using the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the 
settlement or redemption of borrowings is recognised over the term of the borrowings in accordance with the Group’s 
accounting policy for borrowing costs (see above). 

 

Convertible loan notes 

 
Convertible loan notes are regarded as compound instruments, consisting of a liability component and an equity 
component. At the date of issue, the fair value of the liability component is estimated using the prevailing market interest 
rate for similar non-convertible debt. The difference between the proceeds of issue of the convertible loan notes and the 
fair value assigned to the liability component, representing the embedded option for the holder to convert the loan note 
into equity of the Group, is included in equity (capital reserves). 

 

Issue costs are apportioned between the liability and equity components of the convertible loan notes based on their 
relative carrying amounts at the date of issue. The portion relating to the equity component is charged directly to equity. 

 
The interest expense on the liability component is calculated by applying the prevailing market interest rate for similar non-
convertible debt to the liability component of the instrument. The difference between this amount and the interest paid is 
added to the carrying amount of the convertible loan note. 

 

Trade payables 

 
Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective 
interest rate method where the impact is material. 

 

Equity instruments 

 

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

 

Derivative financial instruments and hedge accounting 

In accordance with the exemption provided by IFRS 1, the Group has decided to postpone to 1 January 2005 the first 
application of IAS 39 – Financial Instruments: Recognition and Measurement and IAS 32 – Financial Instruments: Disclosure 
and Presentation. Therefore, the Group will not present 2004 comparative information in relation to IAS 32 / IAS 39.The 
opening IFRS balance sheet as at 1 January 2004 does not include any restatement or any reclassification of financial 
assets and liabilities, except for the reclassification related to the separate presentation of current and non current 
elements. 

 
Derivatives embedded in other financial instruments or other non-financial host contracts are treated as separate 
derivatives when their risks and characteristics are not closely related to those of the host contract and the host contract is 
not carried at fair value with unrealised gains or losses reported in profit or loss. 

 

Provisions 

 

Provisions are recognised when the Group has a present obligation as a result of a past event, and it is probable that the 
Group will be required to settle that obligation. Provisions are measured at the directors’ best estimate of the expenditure 
required to settle the obligation at the balance sheet date, and are discounted to present value where the effect is material. 

 

Restructuring provisions  
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A constructive obligation to restructure arises, and hence a provision for restructuring is recognised, only when the Group 
has a detailed formal plan for the restructuring identifying at least the business or part of a business concerned, the 
principal locations affected, the location, function, and approximate number of employees who will be compensated for 
terminating their services, the expenditures that will be undertaken, and when the plan will be implemented and has  raised 
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 

 
A management or board decision to restructure taken before the balance sheet date does not give rise to a constructive 
obligation at the balance sheet date and hence no provision is recognised unless the entity has, before the balance sheet 
date started to implement the restructuring plan; or announced the main features of the restructuring plan to those 
affected by it in a sufficiently specific manner to raise a valid expectation in them that the entity will carry out the 
restructuring. 

 

 

 

 

 

NOTE 4 - CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF   

 ESTIMATION UNCERTAINTY      

         

         

Impairment of Goodwill       
In accordance with IFRS 3 , goodwill arising on consolidation is tested annually for impairment or more frequently 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 CGUs 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).  

         
Real Software Group management prepared cash flow forecasts for the CGU’s as reported under the secondary segment 
reporting format (by geographical locations). The key assumptions included in the value in use calculation comprise the 
discount factor, the projected future net cash flows on products and the forecasted growth in revenue from services. The 
discount rate applied to cash flow projections is the weighted average cost of capital (WACC), ranging from 9,4% to 
11,39%. The components for the determination of the WACC are based on sector-specific parameters received from various 
investment banks and analysts and taking into account the financial position of Real Software.  
This  impairment test resulted in an impairment loss amounting to -43.5 mio EUR in the opening balance as per 31 
December 2003. 

For 2005 this impairment test did not result in an impairment loss on goodwill (2004 : impairment loss of KEUR 550) 

         

         

Going Concern        

         
Given the significant improvement in operational result before non recurring for 2005 (see note 5), the forecasted further 
improvement in operating result and expected break even net profit position for 2006, the delay in principal and interest 
payments into 2007 together with an extension of the 50 % debt remission (see note 35), the required increase in working 
capital and senior debt repayment is feasible considering the potential sales value of some of its assets, the reference 
shareholder intends to continue its support of the Company and the Company’s capital and reserves are changing for the 
better, the Board recommends the continued pursuit of the Company’s business activities on a going concern basis.  

 



Part IV  - FINANCIALS 

 
64 

 

NOTE 5 - BUSINESS SEGMENT 

INFORMATION (PRIMARY)     
       
       
YEAR END 2005       
       
For management purposes, the Group is currently organised into two operating divisions, Products & Services. These divisions 
are the basis on which the Group reports its primary segment information.  Principal activities are as follows : 
 -  Products: Development , implementation and support of products that are part of the company’s product portfolio of which 
typically IP usage rights are sold to the customer based on licenses and support based on maintenance contracts 
 
-  Services : ICT services ranging from Design- Build- Implement to Run business systems which  are sold based on fixed price 
or T&M basis. Added value to customer are competencies in technical ( Project Services, Java, Microsoft, iSeries, Oracle and 
Infrastructur), functional ( industry knowledge)  and process oriented area ( IT project and applications management ). 

Segment information about the Group's continuing operations is presented below. 
       

   Products Services Unallocated 

Total Group 
for 

continuing 
operations 

   EUR '000 EUR '000 EUR '000 EUR 000 
Revenue       
External sales   38.894 77.050  115.944 
Inter segment sales       
Other operating income   105 1.237   1.342 
Revenue from continuing 
operations  

 
38.999 78.287 0 117.286 

       
       
       
Operating result before Non recurring   -1.175 6.066 -3.646 1.245 
Segment result from continuing 
operations    -5.049 5.926 -4.868 -3.991 

       
Operating profit/'(loss) from continuing 
operations EBIT     -3.991 
Share of profit of associates      -21 
Finance costs      -5.425 
Profit/(loss) before tax       -9.437 
Income tax expense       -681 
Profit/(loss) for the year from 
continuing operations       -10.118 

       

Other information   Products Services Unallocated 

Total Group 
for 

continuing 
operations 

   EUR '000 EUR '000 EUR '000 EUR '000 
Capital expenditures   337 334 52 723 
Depreciation and amortisation   487 478 94 1.059 
Other non cash expenses   -189 -622 -167 -978 
Impairment losses recognised in profit 
or loss       0 
Non recurrent revenues  Note 9 539 645  1.184 
Restructuring charges  Note 9 4.851 658 1.222 6.731 
Other non recurrent charges  Note 9 159 152  311 

Balance sheet 31/12/2005   Products Services Unallocated 

Total for 
continuing 
operations 

   EUR '000 EUR '000 EUR '000 EUR '000 
Assets       
Segment assets    24.875 33.438 18.997 77.310 
Interests in associates       
Unallocated assets       
Consolidated total assets       
       
Liabilities       
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Segment liabilities   20.194 21.277 35.839 77.310 
Unallocated liabilities       
Consolidated total liabilities       
       
       

YEAR END 2004   Products Services Unallocated 

Total Group 
for 

continuing 
operations 

   EUR '000 EUR '000 EUR '000 EUR '000 
Revenue       
External sales   42.996 86.301  129.297 
Inter segment sales       
Other operating income   82 1.095   1.177 
Revenue from continuing 
operations   43.078 87.396 0 130.474 

       
       
       
Operating result before Non recurring   -2.485 4.374 -4.421 -2.532 
Segment result from continuing 
operations    -4.215 2.901 -4.421 -5.735 

       
Operating profit/(loss) from continuing 
operations EBIT     -5.735 
Share of profit of associates      -5 
Finance costs      -4.099 
Profit/(loss) before tax       -9.839 
Income tax expense       -249 
Profit/(loss) for the year from 
continuing operations       -10.088 

       
       
       

Other information   Products Services Unallocated 

Total Group 
for 

continuing 
operations 

   EUR '000 EUR '000 EUR '000 EUR '000 
Capital expenditures   436 94 76 606 
Depreciation and amortisation   941 212 380 1.533 
Other non cash expenses   -388 -52 358 -82 
Impairment losses recognised in profit 
or loss    -550   -550 
Non recurrent revenues  Note 9 3.026 3.026  6.052 
Restructuring charges  Note 9 1.772 3.075  4.847 
Other non recurrent charges  Note 9 -2.429 -1.424  -3.853 
       
       

Balance sheet 31/12/2004   Products Services Unallocated 

Total for 
continuing 
operations 

   EUR'000 EUR'000 EUR'000 EUR'000 
Assets       
Segment assets    26.882 28.571 27.138 82.591 
Interests in associates       
Unallocated assets       
Consolidated total assets       
       
Liabilities       
Segment liabilities   18.457 17.969 46.165 82.591 
Unallocated liabilities       
Consolidated total liabilities       
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NOTE 6 - GEOGRAPHICAL SEGMENT INFORMATION 

(SECONDARY)    
       
       

 The Group's operations are located in Belgium, France and Luxemburg. The following table provides an analysis of 
the Group's sales and fixed assets by Geographical market  
       
    31/12/2005 31/12/2004  
Sales revenue by geographical market    EUR '000 EUR '000  
       
Belgium    64.629 82.009  
France    31.050 30.633  
Luxemburg    14.224 11.624  
Other    6.042 5.031  
       
Total    115.945 129.297  
       
       
The following is an analysis of the carrying amount of segment assets, and additions to property, plant and equipment 
and intangible assets, analysed by the geographical area in which the assets are located. 
       

 
Carrying amount of segment 

assets  
Additions to PP&E and 

intangibles  

       
 31/12/2005 31/12/2004  31/12/2005 31/12/2004  
 EUR '000 EUR '000  EUR '000 EUR '000  
       
Belgium 41.438 50.883  717 345  
France 21.424 18.512  48 86  
Luxemburg 14.448 13.197  65 175  
       
Total 77.310 82.591  830 606  
       
       
       

 

NOTE 7 - OTHER OPERATING REVENUES AND 
EXPENSES    
    

 31/12/2005  31/12/2004 

 EUR '000  EUR '000 

    

Realized gain disposal fixed assets 103  37 

Exchange and payment differences 26  138 

Government grants 909  745 

Received commissions 133  45 

Other 171  212 

    

Other Operating Income 1.342  1.177 

    

    

 31/12/2005  31/12/2004 

 EUR '000  EUR '000 

    

Operational taxes 853  854 

Exchange and payment differences 71  92 

Indemnities and Fines 59  532 

Loss on disposal of fixed assets 19  0 

Other 204  213 

    

Other Operating Expenses 1.207  1.691 
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NOTE 8 - OPERATING CHARGES RECURRING      
   31/12/2005  31/12/2004 

   EUR '000  EUR '000 

8.1. Goods for resale, raw materials and 
consumables      

      

   Purchases   10.907  11.032 

   Increase (-); Decrease (+) in inventories   748  563 

      
Total Goods for resale, new materials and 
consumables   11.655  11.594 
      
Purchases of goods for resale contain mainly hardware and related equipment. 

      

8.1.2. Services and other goods      

      
Purchases from services and non-trade goods includes expenditure from subcontractors and consultants, operating leases 
of cars and other material for an amount of KEUR 33.992 (2004 : KEUR 41.178). 

      

      

8.1.3. Employee benefits expense      

      

* Salaries & wages   53.296  58.467 

* Social security charges   15.270  17.332 

* Personel insurance   491  700 

* Pension cost   -66  125 

* Other   115  471 

      

Total Employee benefit expense   69.105  77.094 

      
At year-end, the Group employed 1.155 people (2004: 
1.283).      

      

      

8.1.4.Depreciation and amortisation expense      

      

Amortization of intangible assets   0  0 

Depreciation of property, plant & equipment   1.059  1.533 

      

Total Depreciation and amortisation expense   1.059  1.533 

      
See note 15 on intangible assets and to note 14 on property, plant & equipment for additional 
information.   

      

      

8.1.5. Provisions and allowances      

      

Provisions   -879  -316 

Impairment losses doubtful debtors   -99  234 

Impairment losses obsolete inventories   0  0 

      

Total Provisions and allowances   -978  -82 
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NOTE 9 - NON RECURRING OPERATING RESULTS     
    

    

 31/12/2005  31/12/2004 

 EUR '000  EUR '000 

    

Non recurring revenu    

    

Debt waivers 1.077  6.035 

Received earn-out transfer of business 107   

Other non-recurring revenue 0  17 

      

 1.184  6.052 

Comments:     

In 2005 a settlement with Rudy Hageman resulted in partial waiver of the outstanding net balance between Real Software NV 
and Rudy Hageman. 

Consequently to the debt restructuring of 2004 (ie contribution in kind by GTG), a number of outstanding debts were waived 
by several creditors. 

    

    

Restructuring charges    

    

Provision for restructuring (addition) 5.914  5.084 

Paid restructuring charges 5.145  3.516 

Reversal of Provision for restructuring -4.328  -3.753 

 6.731  4.847 

    

    

Impairment loss    

    

Goodwill Impairment 0  550 

Impairment Intangible Assets 0  0 

Impairment Tangible Assets (see note 16) 1  0 

 1  550 

    

    

Other non recurring charges    

    

Retail impact suite 0 (1) 1.364 

Cost related to debt restructuring 2004 45  898 

Deconsolidation ICT Automotive BV 0  495 

Deconsolidation Real Project SA 6  0 

Miscellaneous non-recurring charges -362 (2) 1.097 

 -311  3.854 

Comments    
(1) In 2004 a major software development project (Retail Impact Suite) was abandoned, which resulted in several clients' 
claims settlements. 

(2) The company settled a number of disputes for which a provision had been set up in the previous years. These settlement 
allowed a reversal of the provisions, explaining the negative amount for the miscellaneous non-recurring charges in 2005. 
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NOTE 10 - FINANCIAL RESULT     
     

     

 31/12/2005  31/12/2004  

 EUR '000  EUR '000  

     

FINANCIAL INCOME     

Interest income from bank deposits 48  61  

Interest income from financial receivables 36  279  

     

TOTAL FINANCIAL INCOME 84  340  

     

     

FINANCIAL CHARGES     

     

Interest on subordinated notes -1.998  -752  

Interest on financial leases -196  -206  

Interest on bank debts -129  -143  

Other financial interest expenses -2.867 (1) -3.077  

Total borrowing cost  -5.190  -4.178  

     

     

Total other interest -315 (2) -261  

     

     

Fair value adjustments on financial instruments -5  0  

       

     

TOTAL FINANCIAL CHARGES -5.510  -4.439  

     

     

FINANCIAL RESULT -5.426  -4.100  

     

     
(1) Mainly related to non subordinated loans of the parent company and 
third parties.  

  
 

(2) Interest late payments operating amounts payable.     
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NOTE 11 - INCOME TAX       
       

   31/12/2005  31/12/2004  

   EUR '000  EUR '000  
Recognized in the income 
statement       

Current tax   -383  -605  

Deferred tax   -298  356  

       

   -681  -249  

       

       

  31/12/2005 31/12/2005  31/12/2004 31/12/2004 

Reconciliation of effective tax rate  EUR '000 %  EUR '000 % 

       

Net profit  -10.180   -10.088  

Minority interests  -62   0  
Result from companies accounted for using the 
equity method 0   0  

Tax charge  -681   -249  

Profit before tax  -9.437   -9.839  
Tax at the domestic income tax rate of  
33,99%  3.208 33,99% 

 
3.344 33,99% 

       

Tax effect of non-deductible expenses  -454 -4,81%  -671 -6,82% 
 Non-deductible amortization of 
goodwill and intangibles   0,00%  -187 -1,90% 

Fiscal losses of the year  -3.624 -38,40%  -2.068 -21,02% 

Tax effect of tax exempt-revenues   0,00%   0,00% 
 Non-taxable dividends from investments in 
non-group companies 0 0,00%  0 0,00% 

 Non-taxable financial and other income  144 1,52%  38 0,39% 

 Other  12 0,13%  114 1,16% 
Deferred tax effect resulting from a 
change in tax rates  -29 -0,31%  0 0,00% 
Tax effect of current and deferred tax 
adjustments related to prior years 57 0,60%  -3 -0,03% 
Effect of different tax rates of subsidiaries 
operating in other juridictions 6 0,07%  3 0,03% 
Tax effect of utilisation of tax losses not 
previously recognised  0,00%  0 0,00% 
Valuation allowance on deferred tax 
assets   0,00%  -819 -8,32% 
Tax expense and effective tax rate 
for the year  -681 -7,21%  -249 -2,53% 

       

       

   31/12/2005  31/12/2004  

Balance Sheet   EUR '000  EUR '000  

       

Current income tax liabilities   233  0  
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NOTE 12 - EARNINGS PER SHARE    
    

Basic earnings per share are calculated by dividing the net result attributable to the Group by the weighted average number of sh
outstanding during the year (i.e. shares in issue excluding treasury shares). Diluted earnings per share are calculated by dividing the net result 
attributable to the Group by the weighted average number of shares outstanding during the year, both adjusted for any effect of dilutive 
potential ordinary shares. 

    

    

 31/12/2005  31/12/2004 

 EUR '000  EUR '000 

Net profit/(loss) for calculating basic earnings per share (EUR’000) -10.180  -10.088 

Effect of dilutive potential ordinary shares (EUR’000) 0  0 
Adjusted net profit/(loss) for calculating diluted earnings per share 
(EUR’000) -10.180  -10.088 

    
Weighted average number of shares for calculating basic earnings per 
share 182.698.458  143.694.913 

Effect of dilutive potential ordinary shares 0  0 
Adjusted weighted average number of shares for calculating diluted 
earnings per share 182.698.458  143.694.913 

    

Basic earnings per share (EUR) -0,06  -0,07 

Diluted earnings per share (EUR) -0,06  -0,07 

    

All shares are ordinary shares; therefore there is no effect on net profit/(loss) in the calculation of earnings per share that 
would arise from preference shares. The Company has potential shares from the granting of the Warrants 2001 plan (see 
note 33 on equity compensation benefits) and from the conversion of ACO's. Because the exercise of both the Warrants 
plan 2001 as well as the ACO would have an anti-dilutive effect on earnings per share of 2004, there is no effect on the 
calculation of diluted earnings per share. Consequently, dilutive earnings per share are equal to basic earnings per share. 
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NOTE 13 - GOODWILL       
       

  31/12/2005  31/12/2004   

  EUR '000  EUR '000   

       

At the end of the preceding year:       

Gross book value   72.471  72.734   

Accumulated impairment   -44.116  -43.566   

Net book value   28.355  29.168   

       

Movements during the year:       

Additions    737   

Impairments     -550   

Eliminated on disposal    -1.000   

Exchange differences       

At year-end   28.355  28.355   

       

Gross book value   70.952  72.471   

Accumulated impairment   -42.597  -44.116   

Net book value   28.355  28.355   

       

Impairment testing of goodwill 
In accordance with IFRS 3 – Business Combinations, goodwill is no longer amortized but tested for impairment. Goodwill 
acquired in a business combination is allocated, at acquisition, to the cash generating units (CGUs) that are expected to 
benefit from that business combination.  
 
The value-in-use method discounts projected cash flows based on a yearly financial budget approved by management. 
Cash flows beyond the year plan are extrapolated using the most appropriate estimated growth which cannot exceed the 
long-term average growth rate for the business in which the CGU operates. Management determines these assumptions 
(prices, volumes, performance yields) based on past performance and its expectations for the market development. The 
weighted average growth rates used are consistent with the forecasts included in the industry reports.  The discount rate 
applied to cash flow projections is determined on the weighted average cost of capital (WACC), ranging from 9,38% to 
11,39%. The components for the determination of the WACC are based on sector-specific parameters received from various 
investment banks and analysts and taking into account the current financial position of Real Software. 
 
The impairment test performed in 2005 did not demonstrate any additional impairment losses. 

       

       

  31/12/2005  31/12/2004   

  EUR '000  EUR '000   

Goodwill allocated to geographical segments:       

Luxemburg  14.930  14.930   

France  8.455  8.455   

Belgium  4.970  4.970   

       

       

Total carrying amount goodwill  28.355  28.355   
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NOTE 14 - PROPERTY, PLANT AND EQUIPMENT 
     

 
Land & 
Building 

Computers & 
office equipment Furniture & other Total 

Gross Carrying amount     
     
At 1 January 2004 7.702  11.536  4.574  23.813  
Additions 42  385  180  606  
Acquire on acquisition of a subsidiary 0  0  0  0  
Exchange differences 0  0  0  0  
Disposal of a subsidiary 0  -43  0  -43  
Disposals -397  -303  -602  -1.302  
Reclassified  0  0  0  0  
Other 0  0  0  0  
     
At 1 January 2005 7.347  11.576  4.152  23.074  
Additions 36  544  143  723  
Acquire on acquisition of a subsidiary 0  0  0  0  
Exchange differences 0  0  0  0  
Disposal of a subsidiary 0  -40  -19  -59  
Disposals 0  -3  -260  -263  
Reclassified 0  0  0  0  
Other 0  0  0  0  
     
At 31 december 2005 7.383  12.077  4.016  23.476  
Comprising: 0  0  0  0  
At cost 7.383  12.077  4.016  23.476  
At valuation 2005 0  0  0  0  
     
Accumulated deprecation and 
impairment     
     
At 1 January 2004 2.115  10.211  3.441  15.768  
Depreciation charge for the year 228  910  395  1.533  
Impairment loss recognised in profit 0  0  0  0  
Exchange differences 0  0  0  0  
Eliminated on disposal of a subsidiary 0  -34  0  -34  
Eliminated on disposal -220  -299  -417  -937  
Reclassified 0  0  0  0  
Other 0  0  0  0  
     
At 1 January 2005 2.123  10.788  3.419  16.330  
Depreciation charge for the year 231  554  274  1.059  
Impairment loss recognised in profit 
or loss 0  0  1  1  
Exchange differences 0  0  0  0  
Eliminated on disposal of a subsidiary 0  -40  -19  -59  
Eliminated on disposals 0  -3  -252  -255  
Reclassfied 0  0  0  0  
Other 0  0  0  0  
     
At 31 december 2005 2.354  11.300  3.423  17.076  
     
Net carrying amount     
     
At 31 december 2005 5.029  778  593  6.399  
At 31 december 2004 5.224  788  732  6.744  
     
     
Land and buildings consist of property mainly held in Belgium. 
The following rates are used for the depreciation of property, plant and equipment: 
Buildings 5% 
Machinery & Fixtures 10-25% 
Computer & Office equipment 10-33% 
Vehicles 25% 
 
The carrying amount of the Group’s fixtures and equipment includes an amount of KEUR 1.890 (2004 : KEUR 2.042) in 
respect of assets held under finance leases. The leased assets includes mainly buildings (KEUR 1.711), computer (KEUR 1) 
& office equipment (KEUR 178). 
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The Group has pledged land and buildings having a carrying amount of approximately  KEUR 3.317 (2004 : KEUR 3.381) to 
secure banking facilities granted to the Group. 

 

 

NOTE 15 - INTANGIBLE ASSETS         
         

  

Research 
and 

Development 
Costs  

Concesssions, 
patents , 

licences etc,  Total   

Cost         

At 1 January 2004  0  0  0   

Additions         

         

At 1 January 2005  0  0  0   

Expenditure  107    107   

Sales and disposals      0   

Transfer to / (from)      0   

At 31 December 2005  107  0  107   

         

Amortisation      0   

At 1 January 2004      0   

Charge for the year      0   

Impairment losses      0   

Sales and disposals      0   

Transfer to / (from)      0   

At 31 December 2005  0  0  0   

         

Carrying amount         

At 31 December 2005  107  0  107   

At 31 December 2004  0  0  0   

         

Research and development costs were recorded as expense in the income statement as they are incurred. The creation 
and development of software involves closely linked research and development phases. As a result, expenses incurred for 
research phase cannot be clearly distinguished from those incurred in the development phase. As a result, the criteria for 
the capitalization of development expenses were therefore not met. 
In 2005 a well distinguished project was identified in the area of ERP-reporting. The activities of the development related 
to this project amounting up to KEUR 107 were capitalized as per 31/12/2005. 
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NOTE 16 - SUBSIDIARIES    
       

        31/12/2005     

Name of subsidiary   Adress Country 
Proportion of 
voting power 

held 

Proportion 
of 

ownership 
interest 

Principal activity 

          

Airial Conseil SA  
3, rue Bellini, F-92806 
Puteaux Cedex France 100% 100% Software consultancy & supply 

Real Services NV  
Prins Boudewijnlaan 26, 
2550 Kontich Belgium 100% 100% Software consultancy & supply 

Real Solutions SA  
Rue d'Eich 33, 1461 
Luxembourg Luxembourg 100% 100% Software consultancy & supply 

Real Software France 
SA  

Rue Péreire 103, F78100 
Sain Germain en Laye France 100% 100% Software consultancy & supply 

Real Software 
Nederland BV  

Plotterweg 8, 3821 BB 
Amersfoort Nederland 100% 100% Software consultancy & supply 

Xenia NV  
Prins Boudewijnlaan 26, 
2550 Kontich Belgium 100% 100% Software consultancy & supply 

Summit NV 
Vereffening (*) 

Bredestraat 4, 2000 
Antwerpen Belgium 100% 100% - 

Oriam SA (**) 

8, Parvis de Saint-Maur, 
94106 Saint-Maur Cedex 

France 50% 50% Software consultancy & supply 
Oriam Corporation 
Corp. (**) 

One International Place, 
Boston, MA 02210 USA US 50% 50% Software consultancy & supply 

Real Project SA (***)  Belgium - - - 
              

(*) in liquidation        
(**) Although the Company does not own more than half of the equity shares, and consequently it does not control more than half of the voting 
power of those shares, it has the power to appoint and remove the majority of the board of directors. Consequently the companies indicated are 
controlled by Real Software and are consolidated in the financial statements. 
(***) Real Project was liquidated in December 2005. 
              

       
       

JOINT VENTURES       31/12/2005     

      

Country 
Proportion of 
voting power 

held 

Proportion 
of 

ownership 
interest 

Principal activity 

          
Supply Chain 
Software NV  

Prins Boudewijnlaan 26, 
2550 Kontich Belgium 60% 60% Software consultancy & supply 

Stork Real BV (*) 

Daalakkersweg 2A, 5641 JA 
Eindhoven (The 
Netherlands) Nederland 50% 50% Software consultancy & supply 

Stork Real Belgium (*) 
Prins Boudewijnlaan 15, 
2550 Kontich Belgium 50% 50% Software consultancy & supply 

(*) Stork Real BV, together with its subsidiary Stork Rel 
Belgium NV was sold in February 2006.     
       
       

ASSOCIATES       31/12/2005     

Name   Adress Country 
Proportion of 
voting power 

held 

Proportion 
of 

ownership 
interest 

Principal activity 

           

Tradcom NV  
Steenweg op Gierle 271, 
2300 Turnhout, België Belgium 25% 25% Internet sales 

Eco2B  
Molenhuizen 25, 3980 
Tessenderlo, België Belgium 50% 50% Dormant company 
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NOTE 17 - INVESTMENT IN ASSOCIATES     
      

      

    31/12/2005 31/12/2004 

    EUR '000 EUR '000 

      

      

Cost of investment in associates   621 621 
Share of post-acquisition profit, net of dividend 
received   -571 -550 

Total investments in associates   50 71 

      
Details of the Group's associates at 31 December 2005 are as 
follows :     

      

Name Adress Country 
Proportion of 
voting power 

held 

Proportion of 
ownership 
interest 

Principal activity 

        
Tradcom 
NV 

Steenweg op Gierle 271, 2300 
Turnhout, België Belgium 25% 25% Internet sales 

Eco2B 
Molenhuizen 25, 3980 Tessenderlo, 
België Belgium 50% 50% Dormant company 

      

      

Summarised financial information in respect of the Group's associates is set out below : 

    31/12/2005 31/12/2004 

    EUR '000 EUR '000 

      
Total 
assets     300 348 
Total 
liabilites    100 65 

Net Assets    200 284 

Group's share of associates' net assets   50 71 

      

Revenue    210 212 

Profit for the period   -84 -20 

Group's share of asssociates' profit for the period   -21 -5 
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NOTE 18 - JOINT VENTURES       
        

        

The Group has the following significant interests in joint ventures: 
A) a direct 60 per cent share in Supply Chain Software NV, located in Kontich. The Group is entitled to a 
proportionate share of the income received and bears a proportionate share of the costs. 
b) a direct 50 per cent equity shareholding with equivalent voting power, in Stork Real BV, a joint venture 
established in Eindhoven (The Netherlands). 
c) a direct 0,01 per cent equity shareholding and indirect 50 per cent equity shareholding (via Stork Real BV), resulting in a 50 
per cent equity shareholding with a voting power of 50 per cent 

As explained in Note 35 Stork Real BV was sold in February 2006.     

        

The following amounts are included in the Group’s financial statements as a result of the proportionate consolidation : 

        

        

   31/12/2005  31/12/2004   

   EUR '000  EUR '000   

        

Current Assets   2.386  1.982   

Non-current Assets   1.201  1.087   

Current Liabilities   1.425  990   

Non-current Liabilities   260  305   

        

        

   31/12/2005  31/12/2004   

   EUR '000  EUR '000   

        

Income   6.865  8.874   

Expense   -6.440  -8.505   

        

        

These amounts include the amounts of the sold entity Stork Real BV for :    

        

   31/12/2005  31/12/2004   

   EUR '000  EUR '000   

        

Current Assets   1.282  938   

Non-current Assets   1.128  1.020   

Current Liabilities   862  467   

Non-current Liabilities   0  0   

        

        

   31/12/2005  31/12/2004   

   EUR '000  EUR '000   

        

Income   3.096  2.206   

Expense   -2.900  -2.095   
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NOTE 19 - INVENTORIES     
     

     

  31/12/2005  31/12/2004 

  EUR '000  EUR '000 

     

Raw materials and consumables  0  0 

Work in progress  0  0 

Finished goods  173  202 

Goods purchased for resale  435  1.157 

     

Inventories  608  1.360 

     
Finished goods and goods purchase for resale consist of hardware for the points of sale produced by the business-unit retail of 
the products division. 

     

     

  31/12/2005  31/12/2004 

  EUR '000  EUR '000 

     

Inventories at cost  608  1.360 

Impairment losses  0  0 

Total inventories at lower of cost or net realisable value  0  0 
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NOTE 20 - DEFERRED TAXES    

       

Recognized deferred tax assets and liabilities    

   
31/12/2005 31/12/2005 31/12/2004 31/12/2004 

   
Deferred tax 

assets 
Deferred tax 

liabilities 
Deferred 
tax assets 

Deferred tax 
liabilities 

   EUR '000 EUR '000 EUR '000 EUR '000 
       
 Intangible assets  0 0 0 0 
 Property, plant and equipment 0 0 0 0 
 Investments  0 0 0 0 
 Inventories  0 0 0 0 
 Receivables  0 0 0 0 
 Other assets  0 0 0 0 
 Other provisions  357 0 655 0 
 Other liabilities  0 0 0 0 
       
       
Total (as shown in the balance sheet) 357 0 655 0 
       
Tax losses carryforwards by expiration date  31/12/2005 31/12/2004 
     EUR '000 EUR '000 
       
 One year    0 0 
 Two years    0 0 
 Three years    0 0 
 Four years    0 0 
 Five years and thereafter   0 0 
 Without time limit    271.082 253.470 
       
Deferred tax assets not recognised by the Group apply to the following elements as at December 31, 
2005 

     

   
Gross 

amount 

Total 
deferred tax 

assets 

Recognised 
deferred tax 

assets 

Unrecognised 
deferred tax 

assets 
   EUR '000 EUR '000 EUR '000 EUR '000 
       
 Tax losses brought forward 271.082 92.153 2 92.151 
 Property, plants and equipment 0 0 0 0 
 Employee benefits  335 113 113 0 
 Other provisions  6.961 2.349 242 2.107 
 Other temporary differences 125 42 0 42 
       
 Total  278.503 94.658 357 94.300 
       
As of 31/12/05, deferred tax assets of EUR 2 thousand (2004: EUR 18 thousand) are recognised out of EUR 271.082 
thousand (2004: EUR 253.470 thousand) tax loss carry forward. 

These deferred tax assets represent income likely to be realised in a foreseeable 
future.   

       
Deferred tax liabilities not recognised by the Group apply to the following elements as at 31 December 
2005: 
No liability has been recognised in respect of the temporary differences associated with undistributed earnings of 
subsidiaries and joint ventures because the Group is in position to control the timing of the reversal of the temporary 
differences and it is probable that such differences  will not reverse in the foreseeable future. 
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NOTE 21 - TRADE AND OTHER RECEIVABLES     

     

     

  31/12/2005  31/12/2004 

  EUR'000  EUR'000 

     

Amounts receivable from the sale of goods & services  35.127  33.309 

Other Receivables  1.478  5.174 

Deferred charges and accrued income  950  1.675 

     

Trade and other receivables  37.555  40.158 

     

     

     

     
Other receivables are mainly related to prepaid taxes. 
 
Deferred charges are mainly related to prepaid expenses on rented cars and insurance premiums. 
 
Credit risk 
The Group’s principal current financial assets are cash & cash equivalents, trade and other receivables, and 
investments, which represent the Group’s maximum exposure to credit risk in relation to financial assets. The Group’s 
credit risk is primarily attributable to its trade receivables. The amounts presented in the balance sheet are net of 
allowances for doubtful receivables, estimated by the Group’s management based on prior experience and their 
assessment of the current economic environment.  

 
Since 2005 the Trade Receivables of two entities of the group in Belgium and France are prefinanced through 
factoring. In accordance with IAS 32 and 39 the invoices transfered to the factoring companies are still included in the 
Trade Receivables. As per 31 December 2005 the receivables transfered to the factoring companies amount up to 
KEUR 8.409 (in Belgium KEUR 4.419 and in France KEUR 3.990). 
The credit risk on liquid funds and derivative financial instruments is limited, as the counterparts are banks with high 
credit ratings assigned by international credit-rating agencies as well as GTG Inc. Real Software groups major 
shareholder. 

Since 2005 the Trade Receivables of two entities of the group in Belgium and France are prefinanced through 
factoring. In accordance with IAS 32 and 39 the invoices transfered to the factoring companies are still included in the 
Trade Receivables. As per 31 December 2005 the receivables transfered to the factoring companies amount up to 
KEUR 8.409 (in Belgium KEUR 4.419 and in France KEUR 3.990). 
The credit risk on liquid funds and derivative financial instruments is limited, as the counterparts are banks with high 
credit ratings assigned by international credit-rating agencies as well as GTG Inc. Real Software groups major 
shareholder. 

 

NOTE 22 -  CASH AND CASH EQUIVALENTS    
    

    

    

 31/12/2005  31/12/2004 

 EUR '000  EUR '000 

    

Short-term bank deposits - equal or max. 3 months  2.137  1.133 

Cash at bank & in hand  1.726  4.100 

    

Cash and cash equivalents 3.863  5.233 

    

    

Cash and cash equivalents includes cash held by the Group and short-term bank deposits with an original maturity of 
three months maximum. The carrying amount of these assets approximates to their fair value. 
The interest rate on the bank deposits in 2005 was between 2,01% and 
2,20%    



Part IV  - FINANCIALS 

 
81 

NOTE 23 - SHARE CAPITAL      
      

  
31/12/2005  

 
31/12/2004  

  EUR '000  EUR '000  
      
Share capital issued  11.527  11.399  
Uncalled share capital  0  0  
      
Share capital issued and fully paid  11.527  11.399  
      
      
Authorized capital      
The board of directors may, within the limits of its powers and within the authorized capital, issue shares, with or without 
voting rights or with the same or different rights, either preferential or otherwise, as those linked to the existing shares in 
the company, warrants or convertible bonds. 
      
The authority of the board of directors within the authorized capital is applicable not only for increases in capital by 
contribution in cash by the existing shareholders in accordance with their preferential right, but also for increases in 
capital by contribution in kind and increases in capital by contribution in cash with limitation or withdrawal of the 
preferential right of the shareholders, even in favour of persons who are not employees of Real Software or its 
subsidiaries. 
At the extraordinary general shareholders’ meeting held on April 6, 2004, the board of directors has been authorized to 
increase the Company’s share capital with a maximum amount of €11,398,141.42 within the framework of the authorized 
capital (‘toegestaan kapitaal / capital autorisé’).  This authorization has been inserted as article 6 of Real Software’s 
articles of association.  The authorization is valid for a term of five (5) years as of the publication thereof in the annexes 
to the Belgian Official Gazette.  The authorization has been published in the annexes to the Belgian Official Gazette on 
May 7, 2004.   
      
The same extraordinary general shareholders’ meeting also authorized the board of directors to increase the company’s 
share capital through contributions in kind or through contributions in cash with cancellation of the preferential 
subscription right of the shareholders, even for the benefit of the persons who are not members of Real Software’s 
personnel, in the event the board of directors is notified by the Belgian Banking, Finance and Insurance Commission of a 
public take-over bid on the company’s securities.  This authorization is valid for a term of three (3) years as of April 6, 
2004. 
      
 
      
Evolution of authorized capital     Authorized capital (€) 
      
Authorized decided by shareholders' 
meeting on 6 April 2004 

  
 

 11.398.141 

April 25, 2005 Contribution in kind of a receivable 
of €800,000.00 

 
 

 -100.512 

July 28, 2005Capital increase under the condition precedent of exercise of 
the Warrants 2005 

 -180.478 

      
Status authorized capital as per 31 
December 2005 

 
 

 11.117.151 

      
      
      
As at the date of this annual report, the board of directors has still the authority to increase the company’s share capital 
with a maximum amount of €11,117,151.14, excluding issuance premiums, if any.  This enables the board of directors to 
issue a maximum of 176,968,340 shares (at a fraction value of €0.06282 per share to be allocated to the company’s 
share capital, and excluding issuance premiums, if any). 
      
      
Reconciliation of the number of 
shares 

     

  31/12/2005    31/12/2004 
      
Shares outstanding at 1 January  181.448.916   30.443.903 
Increase in capital by contribution in kind   1.600.000   150.996.763 
Conversion of ACO's  438.900   8.250 
      
Shares outstanding at 31 December  183.487.816   181.448.916 
      

In 2005 a debt conversion to equity took place following a settlement of a claim. Further the remaining outstanding 
convertible bonds outstanding since 1998 were automatically converted into equity as of July 28.  
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SHARE PREMIUM ACCOUNT  EUR '000    
      
Balance at 31/12/2004  403.672    
      
Premium arising on issue of equity shares 
during 2005  16.285    
      
Balance at 31/12/2005  419.957    
      

 

NOTE 24 - RETAINED EARNINGS   
   

   

  EUR '000 

   

Balance at 1 January 2004   -464.260 

Effect of changes in accounting policy    

Balance at 1 January 2004 (as restated)    

Dividends paid    

Profit/(loss) for the year attributable to equity holders of the parent   -10.088 

   

Balance at 1 January 2005   -474.348 

   

Effect of changes in accounting policy  (1) -222 

Balance at 1 January 2005 (as restated)   -474.570 

Dividends paid   

Profit/(loss) for the year attributable to equity holders of the parent   -10.180 

   

Balance at 31 December 2005   -484.750 

   

   

   

(1) Fair Value adjustment of the Interest Rate Swap (see also note 27)   

 

NOTE 25 - BANK OVERDRAFTS & LOANS     
     

  31/12/2005  31/12/2004 

  EUR '000  EUR '000 

     

Bank overdrafts  7.070  6 

Other loans   47.781  69.900 

Credit Institutions  532  625 

     

The borrowings are repayable as follows:  55.383  70.530 

     

On demand or within one year   15.922  23.846 

In the second year   6.064  6.256 

In the third year  6.064  6.450 

In the fourth year   6.064  6.450 

In the fifth year  6.064  6.257 

After five years   15.207  21.270 

  55.383  70.530 

     

Less: Amount due for settlement within 12 months 
(shown under current liabilities)  15.922  23.846 

Amount due for settlement after 12 months  39.461  46.684 
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On 3 March 2005 Real Software NV reached a settlement with Mr Rudy Hageman and Indi NV. Under the terms of this 
out-of-court settlement, Mr Hageman and Indi NV have dropped all their claims against the Real Software Group, which 
has in turn dropped its civil and criminal actions against Mr Hageman and Indi NV. It was agreed that Indi NV’s claim 
against Real Software NV will be reduced to €800,000. The claim will be introduced into Real Software NV’s share capital 
within a period of eight weeks, in exchange for the issue of shares calculated on the basis of the company’s average 
share price on the First Market of Euronext Brussels during a period of 30 days before the introduction. 

With this settlement, Real Software has put an end to a conflict with the former founder and managing director of the 
company which has dragged on for years. The company has thus closed an important chapter from its past. Various 
considerations were taken into account in arriving at the decision. The most important of these were of a financial and 
commercial nature. The image of the company with customers, partners and financial institutions will be improved, and 
the contribution of the debt into the company’s capital structure will have a positive effect on its cashflow and balance-
sheet, in particular its capital and reserves position. 

     
Other non current loans relates to the € 44.8M 10 year loan with option to get 50 % waiver of debt in case of € 22.5M 
repayment by April 2006 to Gores. Real Software plans to refinance this debt in 2006 which would result in a € 22.5M 
increase in equity. The reimbursement plan starts in 2006. The interest rate charged is Euribor 6M + 250. 
In 2006 a extension of the date on which the company can obtain the waiver of debt (see also note 35) 
Next to this main debt there was an additional short term bridge loan of € 15.0M as per 31 December 2004. These 
bridgeloans were swapped into a convertible bond in 2005 (see note 26). 

     

The average interest rates on the bank overdrafts and loans were as follows:   

  31/12/2005  31/12/2004 

     

Bank Overdrafts  4,00%  4,19% 

Other Loans  5,36%  5,88% 

Credit Institutions  5,49%  5,50% 

     

     
Current bank and other loans are agreed at a fixed rate. The LT other loan is arranged at floating rates, thus exposing 
the Group to Cash flow interest rate risk. 

     
The directors estimate the fair value of the Group's borrowings, by discounting their future cash flows (only for non-
current liabilities) at the market rate, to be as follows: 

  31/12/2005  31/12/2004 

Bank Overdrafts  7.070  6 

Other Loans  42.192  62.549 
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NOTE 26 - CONVERTIBLE LOAN NOTES      
         
On March 29, 2005, Real Software created 1,500 G-1 Convertible Bonds within the framework of the restructuring of the 
Company.  1,350 G-1 Convertible Bonds have been subscribed to by Real Holdings LLC, a limited liability company under 
the laws of the State of Delaware, United States of America, with principal offices at 10877 Wilshire Boulevard, suite 
1805, Los Angeles, California 90024, United States of America and the remaining 150 G-1 Convertible Bonds have been 
subscribed to by Roosland Beheer B.V., a limited liability company under the laws of the Netherlands, with registered 
office at Westerkade 3, NL -3016 CL Rotterdam, the Netherlands.  The relevant features of the G-1 Convertible Bonds 
can be summarized as follows: 
         
�          Subscription term: the subscription term starts on the issue date and ends on June 30, 2005. 
         
�          Term and maturity date: the bonds have a term of 5 years as of their issuance by the company.  The bonds 
mature on the 5th anniversary of the issuance date. 
         
�          Form: the bonds shall be issued in registered form and cannot be converted into a bearer instrument. 
         
�          Principal amount: the bonds are issued in a principal amount of €10,000.00 each. 
         
�          Interest rate: the aggregate interest rate amounts to 15% per annum, which shall become payable in cash either 
at maturity, or upon early redemption or conversion. Because there is no interest on interest, the board of directors 
understands that the actuarial interest rate decreases, in function of the date of redemption or conversion of the bond, 
as follows: 
          15.00% in case of redemption or conversion on 1st anniversary; 
          14.02 % in case of redemption or conversion on 2nd anniversary; 
          13.19% in case of redemption or conversion on 3rd anniversary; 
          12.47% in case of redemption or conversation on 4th anniversary; and 
         11.84% in case of redemption or conversion on maturity date. 
�       Transferability: the bonds are freely transferable. 
 
�       Subordination: the payment of the principal amount and interest on the bonds is subordinated. There will be no 
mortgage or other surety. 
�       Early voluntary redemption: the company has the right to early redeem, at its option, all or part of the outstanding 
bonds. 
         
�       Voluntary conversion: the bonds are freely convertible, at the option of the bond holder, at any time during their 
term.  A bond can only be converted in whole, and not in part.  Upon conversion of a bond, the accrued but unpaid 
interest on the bonds will be converted into shares of the company.  The company will, however, have the right, at its 
option, to pay all or part of the accrued interest in cash.  The bonds are not mandatory convertible. 
 
�       Conversion rate: the conversion rate at which the bonds can be converted into new shares shall be equal to the 
higher of: 
 
-                     the average stock exchange price of the company’s shares during the thirty (30) calendar day period 
preceding the date of issuance of the bonds by the shareholders’ meeting, and 
-                     the average stock price of the company’s shares during the thirty (30) calendar day period preceding the 
date upon which the bonds will be subscribed to. 
�          Shares: the shares to be issued upon conversion of the bonds shall be ordinary shares of the company, and each 
share shall represent the same fraction value of the company’s share capital.  The new shares shall participate in the 
company’s profits, if any, as of and for the entire fiscal year in which the shares will be issued, in the same manner as 
the then existing shares of the company.  The shares will not benefit from the right of reduced withholding taxes, the so-
called VVPR. 
         
      EUR '000   
         
Nominal value of convertible loan notes issued    15.000   
         
Liability component at date of issue     15.000   
Interest charged      1.588   
         
Liability component at 31 December 2005    16.588   
         
         
The interest charged for the year is calculated by applying an effective interest rate of 15 per cent to the liability 
component. 
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NOTE 27 - DERIVATIVE FINANCIAL INSTRUMENTS     
         

    31/12/2005 31/12/2004  

    EUR '000 EUR '000  

         

    Assets Liabilities Assets Liabilities  

         
Interest rate swap 
(current)   150  246  

         
The Group has engaged into one floating for floating interest rate swap with a notional amount of 50.000.000 EUR. This 
swap was originally engaged in to manage its exposure to interest rate movements on its former bank borrowings. This 
contract expiring as of April 2007, with a nominal amount of 50.000.000 EUR has interest receipts based upon EURIBOR 
3 months and interest payments of EURIBOR 3 months +0,2% if USD LIBOR 3 months < 6,9% or USD LIBOR 3 months 
+1,5% if USD LIBOR 3 months > 6,9%. 
 
 
 

The fair value of the IRS swap entered into at 31 December 2005 is estimated at 150 KEUR (2004: 246 KEUR). Please 
note that the fair value as per 31 December 2004 was not presented in the financial statements since the company 
applied the exemption of IFRS 1 - First Time Adoption of IFRS.  
These amounts are based on quoted market prices for equivalent instruments at the balance sheet date. The considered 
IRS is not designated and not effective as cash flow hedge and therefor the fair value of derivative financial instrument 
does not qualify for hedge accounting and is recognised in profit and loss as it arises. The financial obligation arising 
from this IRS is considered to be the fair value of the swap as recorded under derivative financial instruments adjusted 
for the accrued interest in the trade and  
other payables (25 KEUR).  
 
 

         

 

NOTE 28 - OBLIGATIONS UNDER FINANCE LEASE   
          

     

Minimum 
lease 

payments    

Present 
Value of 
minimum 

lease 
payments 

   31/12/2005  31/12/2004  31/12/2005  31/12/2004 

   EUR '000  EUR '000  EUR '000  EUR '000 
          
Amounts payable under finance 
leases:         
          
Within one year    394  385  211  192 
Later than one year and not later than 
five years 1.588  1.586  995  940 
Later than five years   2.371   2.736   2.044   2.284 
   4.353  4.708  3.250  3.416 
          
Less: future finance charges    -1.104  -1.292     
          
Present value of lease obligations   3.250  3.416  3.250  3.416 
          
Less: Amount due for settlement 
within         
12 months (shown under current 
liabilities)      211  192 
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Amount due for settlement after 12 
months      3.039  3.224 
          
          
It is the Group’s policy to lease its building at Kontich and certain furniture and equipment under finance leases. The 
lease term is 15 years for the building, and 10 years for the furniture . For the year ended 31 December 2005, the 
average effective borrowing rate was ranging from 5,7 to 6,0 per cent (2004: 6-6,6 per cent). 
          
The fair value of the Group’s lease obligations approximates their carrying 
amount.      
          
The Group’s obligations under finance leases are secured by the lessors’ title to the leased assets.    
          
          

 

NOTE 29 - PROVISIONS        
         
         

  
Customer 
Litigation  

Other 
litigations & 

charges  Restructuring  Total 
  EUR '000  EUR '000  EUR '000  EUR '000 
         
At 1 january 2005  1.739  2.038  5.209  8.986 
Additions of provisions  72  42  5.914  6.028 
Reversals of provisions  -391  -463  0  -854 
Utilisation of provision  -762  -332  -4.328  -5.422 
         
At 31 December 2005  657  1.286  6.795  8.738 
         
         
         
    31/12/2005   31/12/2004   
    EUR '000  EUR '000   
         
Analysed as:         
Current liabilities               6.017                   7.072     
Non-current liablilities               2.721                   1.915     
         
         
The customer litigation provision relates to the estimated cost of work agreed to be carried out for the rectification of 
services delivered. The other litigation provision represents management's best estimate of the Groups's liability to 
former employees / subcontractors / management buy-outs. These amounts have not been discounted for the purpose 
of measuring the provision for litigations, because the effect is not material.  
The € 6.7 m restructuring provision at year end covers both outstanding disbursements of the restructuring efforts that 
tookplace begin 2005 and an additional restructuring effort of which implementation already started in 2005. To improve 
operating margins in our Products segment we need to further consolidate our delivery capacity and support functions. 
The provision includes € 5.9 m severance payments and € 0.8 m of facility costs. This will impact our operations in 
France, the Netherlandsand  Belgium. 

 

NOTE 30 - CONTINGENT LIABILITIES      
      

      
The group is exposed to contigent liabilities accounting to KEUR 1.967 representing various pending litigation and 
potential legal claims. 
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NOTE 31 - COMMITMENTS      
      
Purchase of shares Oriam SA      
On August 27, 1998 Real Software entered into a share purchase agreement with the shareholders of Oriam SA and Oriam 
Diffusion SA. This purchase agreement included the purchase of the first 50% of the shares of the companies indicated at a 
fixed price. The second part of the purchase agreement considered the remaining 50% of the shares of the companies 
indicated. On 31 December 2005, Real Software holds 50% of the shares in Oriam SA a company that resulted from the 
merger of Oriam SA and Oriam Diffusion SA in 2005.  
 
The shares that Real Software does not yet have in its possession as of 31 December 2005, may be offered to it from 2003 
onwards by the minority shareholders of Oriam SA (right to sell until 2015). Further Real Software has a second tier 
purchase option on these remaining shares held by the minority shareholders to be excercised only when the put option 
held by the minority shareholders is not excercised and with an additional right of the minority shareholders to refuse this 
call option 1 time. Taken into account that this contract was set up in 1998 reflecting the situation of Real Software at that  
date, containing different price formulas as well as exercise variables it is as of today virtually impossible 
to calculate the fair value of this put/call option as a derivative under IAS 32/39.  
 
The potential price payable for these shares upon excercise of the purchase agreement depends on the  
results after tax of Oriam SA and a future variable price earnings multiple clause for Real Software NV.   

      
Installment plan social security      
As per 31/12/2005 the group has in Belgian a total amount of sociale security payable of KEUR 6.282 that is related to the 
following quarters : 
 Q1 2005  54   
 Q2 2005  2.421   
 Q3 2005  2.869   
 Q4 2005  938   
   6.282   
      
For the contributions related to the second and third quarter 2005, a payment plan was agreed upon with the social 
security administration. 
The payment plan consists of monthly installments :      
- Q2 2005 : monthly payments of KEUR 270 as from November 2005 until October 2006   
- Q3 2005 : monthly payments of KEUR 291 as from December 2005 until November 2006   
      
Guarantees   31/12/2005   31/12/2004 
   EUR '000  EUR '000 
      
Guarantees given to banks in respect of facilities utilised 
by Real Software NV      
   First ranking mortgage facilities Kontich and Oostkamp   1.312  1.312 
   Mandate second ranking mortgage facilities Kontich and Oostkamp  1.237  1.237 
   Second ranking floating charge over the business   100.000  100.000 
      
      

 

NOTE 32 - OPERATING LEASE ARRANGEMENTS     
     

  
31/12/2005   31/12/2004 

  EUR '000  EUR '000 

     

Minimum lease payments under operating leases recognised as an expense 
in the year  4.242  4.202 

     

     

     

At the balance sheet date, the Group has outstanding commitments under non-cancellable operating leases, which fall due 
as follows: 
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31/12/2005   31/12/2004 

  EUR '000  EUR '000 

     

Within one year  3.394  3.536 

In the second to fifth years inclusive  3.723  2.889 

After five years      

     

     

     

Operating lease payments represent rentals payable by the Group for certain of its office properties. Leases are negotiated 
for an average term of 3-4 years and rentals are fixed for an average of 3-4 years. 

 

NOTE 33 - SHARE BASED PAYMENTS       
       

 
Based upon the exemption offered by IFRS 1 – First-time Adoption of IFRS, IFRS 2 share based payments is only applicable 
on share based payments that are granted after November 7, 2002 and that have not yet been vested as of January 1, 
2005. 
 
On December 21,2001, Real Software created 2.186.845 warrants named 'Warrants 2001' within the framework of a stock 
option plan for employees, directors and consultants of Real Software and its subsidiaries. As of 31 December 2003,  
1.933.345 warrants were granted and 253.500 warrants of this plan have not been granted. The number of warrants not 
granted remained unchanged as of 31 December 2005. Taken into account that the warrants granted have been granted 
before November 7, 2002, IFRS 2 is thus not applicable and Real Software elected to use the exemption offered under IFRS 
1. 
We refer to section 14.1.2.1 of the annual report for the full details of the 'Warrants 2001' plan. 
The relevant conditions for the issue and exercise of these warrants can be briefly summarized as follows.  
• Issue date - 21 December 2001. 
• Number of shares per share option - 1 share. 
• Duration of the share options - A maximum of 5 years from 21 December 2001. 
• Exercise period - Between 1 and 15 April, 1 and 15 June, 1 and 15 September and 1 and 15 December every calendar 
year. 
• Transferability - Other than in the event of the death of the participant, the share options are not transferable once they 
have been offered to and accepted by the participant. 
• Exercise price per share option - In accordance with the issue conditions for the share options, the exercise price is 
determined when the share options are offered to the participants. The Nomination and Remuneration Committee may 
decide to base the exercise price on: 
-the average of the closing prices of the Real Software NV share as quoted on Euronext Brussels or any other regulated or 
public market in which the shares in the company are quoted or traded, over 30 calendar days or any other relevant period 
which is determined by the Nomination and Remuneration Committee on the basis of foreign legal or fiscal stipulations 
preceding the date of the offer of- the closing price of the Real Software NV share as quoted on Euronext Brussels or any 
other regulated or public market in which the shares in the company are quoted or traded, on the day preceding the date of 
offer to the selected participant. 
 
The weighted average exercise price of the warrants offered is indicated in the table below. In addition to the exercise price 
of the share options, the Nomination and Remuneration Committee may also stipulate that the beneficiary taking part in the 
scheme to whom share options are offered must pay an extra amount when accepting the offer. 

A Second option plan called Warrants 2005 granting 2.872.943 options on July 29, 2005 to 5 senior managers was 
approved on June 13, 2005. However on September 28 all warrants granted were officially refused by the beneficiaries. By 
consequence the option plan Warrants 2005 falls outsides the scope of IFRS 2 and will only be disclosed for information 
purposes. 

       
       
Details of the warrants 2001 plan outstanding during the year are as follows::      
       

  
Number of 

share   
Number of 

share  
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options options 
  31/12/2005   31/12/2004  
       
Outstanding at the beginning of the year   447.500   1.836.845  
Granted during the year      0  
Forfeited during the year   105.500   1.389.345  
Exercised during the year   0   0  
Expired during the year   0   0  
       
Outstanding at the end of the year   342.000   447.500  
       
Not granted       
Granted but not yet vested  57.000   223.750  
       
Exercisable at the end of the year  285.000   223.750  
       
As indicated the weighted average excercise price of the warrants amounts to 5,34 EUR and is currently by far out of 
the money. Based upon the expected volatility of the Real Software share, the limited remaining excercise period and 
the risk free rates, the fair values of these options is likely to approximate zero value. By consequence if the 
exemption under IFRS 1 was not to be retained the fair value adjustments under IFRS had likely been zero for the 
Warrant 2001 plan.  
       
       
  

The weighted average was calculated on the basis of the 1,933,345 offered and accepted share 
options and the relevant exercise prices as set out below.  Offered and rejected share options are 
not taken into account.      

     
Offer date 

Exercise 
price 

Number of 
options 

Options x 
price    

24/dec/01 5.32 265 1,409,800    
24/dec/01 5.63 1,336,345 7,523,622    
21-Mar-02 5.63 26 146,38    
21-Mar-02 4.96 149 739,04    
5/jul/03 3.75 32 120    
9/jul/02 3.84 4 15,36    

23/aug/02 3.17 114 361,38    
22/nov/02 1.85 7 12,95    
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NOTE 34 - RETIREMENT BENEFIT PLANS     
      
      
Retirement benefit schemes     
      
Real Software provides retirement benefits to certain employees in Belgium, France and the Netherlands.   
      
The Belgian pension plans mainly include defined contribution plans which are subject to a minimum guaranteed return. 
Since those pension plans are funded through insurance contracts which provide a guaranteed return, they have been  
accounted for as defined contribution plans.     
       
      
Defined contribution plans     
   2005   2004  
The contributions paid in respect of defined contribution plans amount to : 45  71 
      
Defined benefit plans     
      
The net liability recognized in the balance sheet reconciles as follows :    

   
at 

31.12.2005  
at 

31.12.2004 
Defined benefit obligation - funded plans  817.306  717.990 
Fair value of plan assets  -412.551  -339.246 
Deficit for funded plans  404.755  378.744 
Defined benefit obligation - unfunded plans  165.041  144.313 
Funded status  569.796  523.057 
Unrecognized past service cost   0  0 
Unrecognized actuarial (loss) gain   -103.566  -74.243 
Net liability/(asset)  466.230  448.814 
      
Reconciliation with the amounts recognized :     
 Liabilities defined benefit obligations  466.230  448.814 

 
Adjustment proportional consolidation joint-
ventures  -131.616  -112.213 

 Early retirement obligations  140.456  204.771 
      
 Liabilities recognized on the balance sheet  475.069  541.371 
      
The benefit expense recognized in the income statement amounts to :    
    2005   2004  
Service cost  42.416  37.948 
Interest cost  38.442  34.423 
Expected return on plan assets  -16.582  -13.610 
Past service cost recognized  0  0 
Actuarial (gains)/losses recognized  188  0 
Benefit expense  64.464  58.761 
      
   2005   2004  
The actual return on plan assets equals :  -14.157  -11.595 
      
      
The net liability recognized in the balance sheet changed as follows during 
the year :    
   2005   2004  
Net liability/(asset) at 1 December  448.814  429.402 
Benefit expense  64.464  58.761 
Contributions   -47.048  -39.349 
Exchange differences   0  0 
Net liability/(asset) at 31 December  466.230  448.814 
      
The principal actuarial assumptions at the balance sheet date (weighted averages) were :   

   
at 

31.12.2005  
at 

31.12.2004 
Discount rate  4,25%  4,46% 
Expected rate of return on assets  4,50%  4,50% 
Expected rates of future salary increases  4,08%  4,08% 
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NOTE 35 - EVENTS AFTER BALANCE SHEET DATE     
         
In the course of 2005 the board of directors decided to assess the potential value of the company’s main assets, 
including its foreign subsidiaries.  The financing committee, with the cooperation of investment bankers, has taken up this 
task and is investigating, under the supervision of the board of directors, different options.  No formal agreements have 
been entered into at this time.  
         
On January 8, 2006, Real Software and its former Managing Director-CEO, Peter Op de Beeck BVBA, mutually decided to 
separate. The financial impact of this separation in 2006 will be a payment of KEUR 329. This payment has been fully 
provisioned as a restructuring charge in 2005. 
Gores Technology Londen, Ltd, Kusnacht Branch, represented by Mr. Ashley W. Abdo, was appointed new Managing 
Director-CEO of the company as of 9 January 2006.  Mr. Abdo resigned from his functions as director and chairman of the 
board of directors.  Mr. William B. Patton Jr., succeeded to Mr. Abdo as chairman of the board.   
         
On 3 Februar 2006 Real Software has granted an exclusive distributorship for the sale and implementation of its leading 
enterprise maintenance and asset management product “Rimses” to StorkReal BV, a Dutch company that was incorporated 
in 2002 as a joint venture between Real Software and Stork Management Maintenance BV.    
In a simultaneous transaction Real Software sold its 50% equity stake in StorkReal BV and StorkReal Belgium NV to Stork. 
 This transaction generated an important cash-in for the company and ensures a strenghtened long-term cooperation 
between both companies.   
Real Software will continue to sell Rimses in France and in its key-verticals like Textile, Pharmaceutical and the Belgian 
Public markets.   StorkReal will be the exclusive sales channel to the other Belgian and Dutch industries and to the 
healthcare sector, namely hospitals. StorkReal will also sell Rimses in countries outside BeNeLux and France.  
         
In February 2006, the Company and its creditor, Real Holdings, LLC, reached an understanding regarding the extension 
of the date by which the Company can obtain a 50% debt remission on its € 44,8 million credit facilities from April 6, 2006 
to April 6, 2007.  The credit agreement was further modified to extend the date on which the Company must begin to make 
payments of principal and accrued interest on the EUR 45 million credit facilities from June 30, 2006 to June 30, 2007. 

 

NOTE 36 - RELATED PARTY TRANSACTIONS       
         
         
The immediate parent and ultimate controlling party respectively of the Group are Real Holdings LLC and Gores Technology 
Group LLC incorporated in the United States. 
         
Transactions between the Company and its subsidiaries, which are related parties of the Company, have been eliminated on 
consolidation and are not disclosed in this note. Details of transactions between the Group and other related parties are 
disclosed below and concern primarily commercial transactions done at prevailing market conditions 
         

Trading Transactions  Sale of goods and Services  
Purchasef of goods and 

Services 

  
31/12/2005  31/12/2004  31/12/2005  

31/12/200
4 

  EUR '000  EUR '000  EUR '000  EUR '000 
         
Real Holdings LLC      1.112  1.107 
         
Subsidiaries of Gores Technology Group        
         
Associates  10  48  9  10 
         
Joint Ventures - non-consolidated part 662  1.604  331  517 
         
         
Services rendered by related parties were available under the conditions and with the guarantees that are customary on the 
market for similar transactions.. 
         
         
         

Outstanding balances  
Amounts owed by related 

parties  
Amounts owed to related 

parties 

  
31/12/2005  31/12/2004  31/12/2005  

31/12/200
4 

  EUR '000  EUR '000  EUR '000  EUR '000 
         
Real Holdings LLC      20.738  17.345 
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Subsidiaries of Gores Technology Group     48.469  46.351 
         
Associates  11  43  0  10 
         
Joint Ventures - non-consolidated part 470  976  207  341 
         
         
In the amounts owed to Real Holdings LLC as per 31 December 2005 is included KEUR 15.000 convertible notes. (see Note 
26). 
         
All the other amounts outstanding are payable in cash.  
Of the amounts owed to subsidiaries of Gores Technology is the principal amount KEUR 44.795 secured by a first ranking 
floating charge over  the business and a second and third ranking mortgage on the facilities located in Oostkamp. 
No expense has been recognised in the period for bad or doubtful debts in respect of the amounts owed by related parties. 
The interest bearing loans and notes of Real Holdings LLC and the subsidiaries of Gores Technology Group resulted in an 
interest charge of respectively KEUR 2.281 (2004 : KEUR 1.237) and KEUR 2.118 (2004 : KEUR 1.556). 
         
         

Remuneration of Non-Executive Directors    
31/12/2005  

31/12/200
4 

      EUR '000  EUR '000 
         
Remuneration Non-excutive directors     142  251 
         
The remuneration package of the non-executive directors is subject to approval by the general shareholders’ meeting. 
The board of directors believes that its non-executive directors should not be remunerated for their mandate, except to the 
extent that they are an independent director.  
During the fiscal years 2004 and 2005 no remuneration was paid to any director for additional services rendered.  As a 
general rule, the company does not grant any benefits of a performance-related nature (such as bonuses, options or 
pension schemes) to the non-executive directors, whether independent directors or other directors.  This principle 
corresponds with the recommendation in that respect in the Belgian Code on Corporate Governance. 
The remuneration of the non-executive directors for 2005 can be split as follows :     
         

 
�          JPD 
Consult BVBA:    60   

 
�          DR 
Associates BVBA:     49   

 
�          Etienne 
Davignon:    33   

         
      142   
         
         

Remuneration of Excecutive Directors     
31/12/2005  

31/12/200
4 

      EUR '000  EUR'000 
         
Fixed short-term benefits      440  2.198 
Variable short-term benefits      213  200 
Post –employment (*)        358 
Share-based payments           
         
      652  2.756 
         
The contract with former CEO, Peter Op de Beeck BVBA, represented by Mr. Peter Op de Beeck, specified a fixed annual 
salary amounting to €439,600.00. It could be increased by €50,000.00 over the next three (3) years if a certain turnover 
growth was achieved, and completed by a variable remuneration (up to 100% of the fixed remuneration) on the basis of 
turnover, profit, cash flow and personal objectives set and evaluated by the board of directors.  In addition, telephone, 
restaurant and travel expenses were reimbursed subject to supporting documentation; all other expenses are included in 
the fixed remuneration. 
For the sake of completeness, the board wishes to report the existence of an option scheme outside the company, under 
which options on existing shares in the company in the portfolio of the majority shareholder, Real Holdings, LLC, are offered 
by the latter to the managing director – CEO. The scheme involves a total of 7,172,459 options with a five-year duration, 
allocation over three years –33%  per year – and an exercise price of €0.53 per option. 
In 2004 the short term benefits paid to the CEO Peter Op de Beeck BVBA and Theo Dilissen who was the CEO untill 
September 2004, were increased with a severance pay for Theo Dilissen of € 1.115.000 
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Compensation of key management     
31/12/2005  

31/12/200
4 

      EUR '000  EUR'000 
         
Fixed short-term benefits      874  898 
Variable short-term benefits      588  72 
Post -employment      24   
Other long-term benefits         
Share-based payments         
            
         
      1.486  971 (*) 
         
         
The remuneration of key executives is determined by the remuneration committee having regard to the performance of 
individuals and market trends. 
         

 
(*) These amounts (€ 358K and € 971K) must be read together in order to compare the total management 
remuneration of 2004 (€ 1.329K cfr. p. 30 of the annual report 2004), with the management remuneration of 2005 (€ 
1.486K).  
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NOTE 37 CONVERSION NOTE 

First-time adoption of IFRS 

1. Introduction 

 
In accordance with the Regulation (EC) n° 1606/2002 of the European Parliament and the Council of 19 July 2002 on the 
application of international accounting standards, Real Software will prepare its consolidated financial statements for the year 
ended 31 December 2005 in accordance with International Financial Reporting Standards (hereafter “IFRS”) as endorsed in the 
European Union at that date. 
 
The first complete set of IFRS financial statements at 31 December 2005 (the reporting date) will include 2004 comparative 
information. Therefore, Real Software prepared an opening IFRS balance sheet on 1 January 2004. In accordance with IFRS 1 
– First-time Adoption of International Financial Reporting Standards, all adjustments related to the transition to IFRS are 
recognised directly in equity.  
 
The objective of this document is to describe the impact of the first-time adoption of IFRS for Real Software. The document 
includes a reconciliation of the equity previously reported under Belgian GAAP to the equity under IFRS as per 1 January 2004, 
per 31 December 2004, per 31 December 2005 as well as a reconciliation of the net result per 31 December 2004 and per 31 
December 2005. The adjustments necessary to convert the Belgian GAAP financial statements to IFRS financial statements will 
be explained in separate notes.  
 
 

2. Exemptions to the general principle in IFRS 1 

 
In general, all IFRS effective at the reporting date (31 December 2005 for Real Software) should be used  for the opening 
balance sheet and throughout all periods presented in the first IFRS financial statement. However, retrospective application 
may be difficult or involve costs exceeding the benefits to users of the financial statements.  Therefore, IFRS 1 – First-time 
adoption of IFRS grants limited exemtions from this general principle in specified areas. 
 
Real Software Group has elected to use the following exemptions provided by IFRS 1 : 
 
Business Combinations 
 
Real Software has elected not to apply IFRS 3 – Business Combinations, retrospectively to business combinations that occurred 
before the date of transition to IFRS, i.e. 1 January 2004.  
Consequently, no adjustments were made to the carrying value goodwill under Belgian GAAP, except for the impairment losses 
that were recognised as a result of the impairment test performed on goodwill at the date of transition to IFRS.  
 
Fair value as deemed cost 
 
Real Software has elected to measure the land and buildings at the date of transition to IFRS at their fair value and use that 
fair value as its deemed cost at that date. 
 
 
Employee benefits 
 
Under IAS 19 – Employee Benefits, an entity may elect to use a 'corridor' approach that leaves some actuarial gains and losses 
unrecognised.  Retrospective application of this approach requires an entity to split the cumulative actuarial gains and losses 
from the inception of the plan until the date of transition to IFRS into a recognised portion and an unrecognised portion.   
 
In accordance with IFRS 1 – First-time Adoption of IFRS, Real Software elected to recognise all cumulative actuarial gains and 
losses at the date of transition to IFRS. The Group will use the corridor approach for later actuarial gains and losses.   
 
Financial instruments 
 
Real Software Group has elected to use the exemption provided in IFRS 1 – First-time Adoption of IFRS to postpone the 
application of IAS 32 and IAS 39 until 1 January 2005, without restating the comparative information. This means that Belgian 
GAAP is applied for the 2004 comparative information to financial instruments withing the scope of IAS 32 and IAS 39. 
 
The adjustments between the comparative’s reporting date (31/12/2004) and the balance sheet at the start of the first IFRS 
reporting period (1/1/2005) relating to the application of IAS 32/39 to financial instruments of the Real Software Group will be 
recognised in retained earnings as at 1 January 2005. 
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3. Impact of the transition to IFRS 

 
The reporting date of the first complete set of IFRS financial statements of Real Software will be  31 December 2005. These 
consolidated financial statements include comparative information for the year ended 31 December 2004. In order to prepare 
these first annual financial statements under IFRS including the comparative information, Real Software has applied the 
guidance in IFRS 1 – First-time Adoption of IFRS.  
 
An opening IFRS balance sheet on 1 January 2004 was prepared and the financial statements in Belgian GAAP of the reporting 
period ended 31 December 2004 were restated. In accordance with IFRS 1 – First-time Adoption of International Financial 
Reporting Standards, all adjustments related to the transition to IFRS are recognised directly in equity.  
 
The restatements from Belgian GAAP to IFRS on the opening balance sheet had a net impact of (45.394) KEUR on the 
shareholders equity (incl. minority interest). The restatements related to the  2004 income statement (group share) had a 
positive impact of 22.528K EUR on the net result of the period and there was  a net impact of (22.721) KEUR on the 
shareholders’ equity as at 31 December 2004. 
 

3.1. Reconciliation of shareholders’ equity and net result 

 
The tables below illustrate  

a. the impact of the adoption of IFRS on the shareholders’ equity at the date of transition to IFRS (1 January 2004), at 

the end of the latest period presented under Belgian GAAP (31 december 2004) and on 30th of june 2005. and as of 

31 December 2005 

b. the impact on the result in de period ending on 31 December 2004, the impact on the half-year results for periods 

ending on 30th of June 2004, 31th of December 2004, 30th of June 2005 and 31 December 2005. 

 
All figures are in KEUR, except were explicitly stated otherwise. 
 

  KEUR KEUR KEUR 
KEUR 

 Notes 1.1.2004 31.12.2004 30.6.2005 
31.12.2005 

TOTAL EQUITY (including minority 
interests) under Belgian GAAP  (160.733) (36.301) (40.749) 

 
(37.040) 

Adjustments      
 

Scope of consolidation 1 (412) (269) (345) 
(315) 

Goodwill impairment 2 (43.565) (20.947) (18.141) 
(14.072) 

Research and development 3 (1.572) (1.330) (1.302) 
(1.272) 

Property, plant and equipment 4 441 468 480 
494 

Pensions 5 (337) (337) (336) 
(335) 

Financial instruments  6 - - (174) 
(125) 

Deferred taxes 7 389 31 13 
54 

Other  (337) (337) (337) 
(337) 

TOTAL EQUITY (including minority 
interests) under IFRS  (206.127)) (59.022) (60.890) 

 
(52.948) 

 
 

  KEUR KEUR KEUR 
KEUR 

KEUR 
KEUR 

 Notes 2004 1H 2004 2H 2004 
2005 

1H 2005 
2H 2005 

RESULT OF THE PERIOD under 
Belgian GAAP  (32.616) (5.360) (27.256) 

 
(17.294) (5.409) 

 
(11.885) 

Scope of consolidation  1 - - - 
- 

- 
- 

Reversal of goodwill impairment and 
amortization 2 22.618 3.606 19.012 

 
5.603 2.806 

 
2.797 

Research and development  3 242 206 36 
1.331 

29 
1.302 

Property, plant and equipment 4 26 13 13 
26 

13 
13 

Pensions 5 - - - 
1 

1 
1 

Financial Instruments 6 - - - 
97 

48 
49 

Deferred taxes 7 (358) (9) (349) 
57 

(18) 
75 

RESULT OF THE PERIOD (group 
share) under IFRS  (10.088) (1.544) (8.544) 

 
(10.179) (2.531) 

 
(7.648) 
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Note 1 : Scope of consolidation 

The consolidation scope remained unchanged, except for the consolidation of Supply Chain Software NV. 
 
Real Software NV holds a 60% shareholding in a company named Supply Chain Software NV. In the financial statements 
prepared under Belgian GAAP, this company was fully consolidated and minority interests were recognised representing the 
40% interest held by the other venturer.  
 
Although Real Software holds a majority interest in the company, the contractual arrangement stipulates that Real Software is 
not in a position to control the activity unilaterally. The arrangement identifies decisions that in areas essential to the goals of 
the joint venture decisions require the unanimous consent of both venturers.  
 
Therefore, in the financial statements prepared in accordance with IFRS, Supply Chain Software is classified as a joint venture 
and therefore consolidated proportionately instead of fully consolidated under Belgian GAAP. This results in the reversal of the 
previously recognised minority interests and the recognition of 60 % of the assets, liabilities and items of the income statement 
that belong to Supply Chain Software NV. This difference in accounting treatment between Belgian GAAP and IFRS impacts 
almost all lines of the consolidated balance sheet, the consolidated income statement and the consolidated statement of cash 
flows. The impact can be summarised as follows : 
 

 KEUR KEUR KEUR 

 1.1.2004 31.12.2004 31.12.2005 

Revenue - (2.856) (2.289) 

Total assets (742) (699) (743) 

Net income - (97) (158) 

 

Note 2 : Goodwill impairment 

 
In accordance with IFRS 3 , goodwill arising on consolidation is not longer amortized in Real Software Group financial 
statements as of Jan 1, 2004, but tested annually for impairment or more frequently 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 CGUs to which goodwill has been allocated were 
tested for impairment at the date of the opening balance sheet 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).  
 
Real Software Group management prepared cash flow forecasts for the CGU’s as reported under the secondary segment 
reporting format (by geographical locations). The key assumptions included in the value in use calculation comprise the 
discount factor, the projected future net cash flows on products and the forecasted growth in revenue from services. The 
discount rate applied to cash flow projections is the weighted average cost of capital (WACC), ranging from 9,4% to 11,39%. 
The components for the determination of the WACC are based on sector-specific parameters received from various investment 
banks and analysts and taking into account the financial position of Real Software. This  impairment test resulted in an 
impairment loss amounting to -43.5 mio EUR. 
 
 
This impairment loss can be attributed to the following CGU’s in mio EUR; 
 
 BELGIUM FRANCE LUXEMBURG 
 
CGU Retail Sycron NV -15,0 - 0,4 
CGU ASQ -12,1 
CGU RIS -.3,6 
CGU Connect -1,5 
CGU Real Project -1,4 
CGU ESCI -1,1 
CGU Real Solutions   - 8,5 
CGU Arial  
 
TOTAL  -34,7 - 0,4 - 8,5 
 
 
This change in accounting policies resulted in the reversal of the annual goodwill amortisation and impairment loss recognised 
in the financial statements under Belgian GAAP for the year 2004, which had a positive impact of 22,6 mio EUR on the net 
result of 2004.   
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Note 3 : Research and development 

Under Belgian GAAP, research and development costs were capitalised for the Retail Impact Suite project in 2003 and were not 
yet amortized.  
 
The creation and development of software involves closely linked research and development phases. 
As a result, it is not always possible to make a clear distinction between expenses incurred for research and those incurred for 
development. Therefore, in accordance with the guidance included in IAS 38 – Intangible Assets, all expenditure on this project 
was treated as if it were incurred in the research phase only. Expenditure incurred in the research phase is expensed when it is 
incurred. 
 
Hence, all the expenses related to the research and development of the Retail Impact Suite project incurred before the date of 
transition to IFRS which were capitalised under Belgian GAAP have been derecognised in the opening IFRS balance sheet since  
these expenses do not meet the  recognition criteria for development expenses set forth in IAS 38 – Intangible assets. 
 
This restatement decreased the equity as at 1 January 2004 by 1.572 KEUR. 
 
However, for the future, Real Software will capitalise development expenditure, if the recognition criteria of IAS 38 – Intangible 
assets (as specified in IAS 38 paragraph 57) are met. 
 
 

Note 4 : Property, plant and equipment 

Real Software has elected to use the exemption provided inIFRS 1 – First-time Adoption of IFRS, to use fair value as deemed 
cost for the land and buildings. 
 
Real Software used the assistance of Troostwijk -Roux, independent real estate assessors, who’s methodology is compliant 
with the prescriptions of IVSC (International Valuation Standard Committee), a valuation method accepted by IFRS to make an 
assessment of the market value of the land and buildings in Kontich and Oostkamp. 
 
This fair value exercise had a net impact of 441 KEUR on the equity at the date of transition to IFRS, due to the fact that the 
assessment indicated that the total value of the land and buildings was higher than the carrying amount of the land and 
buildings under Belgian GAAP.  
 
This restatement on the IFRS opening balance sheet had a positive impact of 26 KEUR on the net result of 2004, mainly related 
to the decreased building depreciation expense. 
 
 

Note 5 : Pensions 

The application of IAS 19 – Employee Benefits had a negative impact of 337 KEUR on the equity as at 1 January 2004. This 
amount corresponds to the difference between the benefit obligations calculated in accordance with IAS 19 and the sum of the 
plan assets and provisions set up in accordance with Belgian GAAP.  
 
The impact of this restatement on the opening balance sheet and the income statement of 2004 is rather limited due to the 
fact that the majority of the Group’s pension plans are of the “defined contribution” type.  
 
 

Note 6 : Financial instruments  

In accordance with the exemption provided by IFRS 1, the Group has decided to postpone to 1 January 2005 the first 

application of IAS 39 – Financial Instruments: Recognition and Measurement and IAS 32 – Financial Instruments: Disclosure 

and Presentation. Therefore, the Group will not present 2004 comparative information in relation to IAS 32 / IAS 39. 

 

The opening IFRS balance sheet as at 1 January 2004 does not include any restatement or any reclassification of financial 

assets and liabilities, except for the reclassification related to the separate presentation of current and non current elements. 

 

The impact in 2005 of these standards on the financial statements of the Group is expected to be limited (125) KEUR, taking 

into account the activities of the Group. The main differences compared to Belgian GAAP concern the measurement and 

classification requirements of financial assets and liabilities. 

 

Note 7 : Deferred taxes  

As of 1 January 2004 and in accordance with IAS 12 – Income Taxes, deferred taxes are calculated on temporary differences 
between the tax base of assets and liabilities and their carrying amount in the financial statements. Deferred tax assets are 
recognised to the extent that taxable profit will be available to ensure the offsetting against temporary differences. The 
implementation of the recognition and measurement principles in IAS 12 resulted in deferred tax assets for an amount of 299 
KEUR. 
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Although the fact that Real Software has an important amount of tax losses carried forward, the balance sheet does not reflect 
deferred taxes assets amounting to 23,5 MEUR because  Real Software  could not demonstrated that it is probable that 
material future taxable profit in the foreseeable future will be available against which the unused tax losses and other 
deductible temporary differences could be utilised. 
 

3.2. Explanations relating to the presentation of the balance sheet and income statement under IFRS 

 
� Reclassification of the extraordinary items 

Belgian GAAP allowed the recognition of extraordinary items in the income statement. In accordance with IAS 1 – 
Presentation  of financial statements, an entity shall not present any items of income and expense as extraordinary items, 
either on the face of the income statement or in the notes. Therefore, the items included in extraordinary income and 
expenses under Belgian GAAP have been reclassified to either operating income and expense or restructuring costs. 

 

� Reclassification of other finance costs to operational expenses  

Under Belgian GAAP, financial expenses included some costs which are not interest or or other costs in connection with 

the borrowing of funds. Therefore, these costs have been reclassified to “Services and Other goods”. 

 

� Reclassification leased PPE to the applicable categories of PPE 

Under Belgian GAAP, leased assets, whatever the nature of the leased asset, were presented together in a separate 
caption under property, plant and equipment. Under IFRS, Real Software has chosen to present the leased assets as a 
part of the different categories of property, plant and equipment to which they belong. The amount of the assets held by 
under finance lease arrangements included in each category of property, plant and equipment is disclosed in the notes to 
the financial statements. 

 

� Reclassification of provisions  

Under Belgian GAAP, all provisions were presented as long-term provisions. In order to comply with IAS 37 – Provisions, 
contingent assets and contingent liabilities, the part of the provisions relating to the fulfilment of short term obligations 
has been transferred to short term provisions.  

 

� Gross versus net presentation of commissions hardware and software maintenance contracts 

Real Solutions SA, the fully owned Luxembourg subsidiary of Real Software, frequently enters into software maintenance 
contracts for end users. These maintenance contracts are fulfilled by an external party. In the financial statements 
prepared in accordance with Belgian GAAP, the contract revenue and the related costs from the subcontractor were 
recorded on a gross basis (in income and expenses). 
In accordance with IAS 18, in an agency relationship, the gross inflows of economic benefits include amounts collected on 
behalf of the principal and which do not result in increases in equity for the enterprise.  The amounts collected on behalf 
of the principal are not revenue.  Instead, revenue is the amount of commission. 
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4. Comparative balance sheet and income statement under Belgian GAAP and IFRS 

Real Software IFRS Conversion 31/12/2003 IFRS
B GAAP TOTAL

ADJUSTMENTS

ASSETS

NON-CURRENT ASSETS 82.009.053,00 -44.405.366,76 37.603.686,24

Goodwill 72.734.317,15 -43.565.817,15 29.168.500,00

Intangible assets 1.645.616,16 -1.645.616,16 0,00

Property, plant and equipment 7.538.157,68 507.252,65 8.045.410,33

Investments in associates 90.962,01 0,00 90.962,01

CURRENT ASSETS 57.739.695,43 -735.557,69 57.004.137,74

Inventories 1.922.494,43 0,00 1.922.494,43

Trade and other receivables 48.832.659,69 -371.104,58 48.461.555,11

Cash and cash equivalents 6.984.541,31 -364.453,10 6.620.088,21

TOTAL ASSETS 139.748.748,43 -45.140.924,45 94.607.823,98

EQUITY AND LIABILITIES

SHAREHOLDER'S EQUITY -161.538.355,01 -44.981.389,23 -206.519.744,24

Share capital 1.912.524,77 0,00 1.912.524,77

Share premium 255.828.075,46 0,00 255.828.075,46

Retained earnings -419.278.955,24 -44.981.389,23 -464.260.344,47

MINORITY INTEREST 804.533,13 -412.167,42 392.365,71

TOTAL EQUITY -160.733.821,88 -45.393.556,65 -206.127.378,53

NON-CURRENT LIABILITIES 226.412.231,51 -4.920.306,55 221.491.924,96

Convertible loan notes 15.906.342,11 0,00 15.906.342,11

Obligations under finance lease 3.480.820,48 0,00 3.480.820,48

Bank loans and Other Borrowings 186.579.279,78 0,00 186.579.279,78

Other non-current liabilities 13.190.448,39 0,00 13.190.448,39

Retirement benefit obligations 91.774,09 324.660,80 416.434,89

Provisions 7.072.916,66 -5.154.317,35 1.918.599,31

Deferred tax liabilities 90.650,00 -90.650,00 0,00

CURRENT LIABILITIES 74.070.338,80 5.172.938,75 79.243.277,55

Obligations under finance lease 274.512,35 0,00 274.512,35

Bank overdrafts and loans 20.495.188,19 0,00 20.495.188,19

Trade and other payables 52.913.863,28 18.621,40 52.932.484,68

Current tax liabilities 386.774,98 0,00 386.774,98

Provisions 0,00 5.154.317,35 5.154.317,35

TOTAL LIABILITIES 300.482.570,31 252.632,20 300.735.202,51

TOTAL EQUITY and LIABILITIES 139.748.748,43 -45.140.924,44 94.607.823,99
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Real Software IFRS Conversion 30/06/2004 IFRS

B GAAP TOTAL
ADJUSTMENTS

ASSETS

NON-CURRENT ASSETS 77.168.497,11 -40.587.300,00 36.581.197,11

Goodwill 68.721.968,38 -39.959.468,38 28.762.500,00

Intangible assets 1.415.517,31 -1.415.517,31 0,00

Property, plant and equipment 6.940.049,41 498.645,99 7.438.695,40

Investments in associates 90.962,01 0,00 90.962,01

Deferred tax assets 0,00 289.039,70 289.039,70

CURRENT ASSETS 51.962.752,34 -835.988,07 51.126.764,27

Inventories 1.404.242,47 0,00 1.404.242,47

Trade and other receivables 44.203.773,18 -739.280,97 43.464.492,21

Cash and cash equivalents 6.354.736,69 -96.707,10 6.258.029,59

TOTAL ASSETS 129.131.249,45 -41.423.288,07 87.707.961,38

EQUITY AND LIABILITIES

SHAREHOLDER'S EQUITY -9.861.471,45 -41.165.616,13 -51.027.087,58

Share capital 11.398.141,42 0,00 11.398.141,42

Share premium 403.379.091,94 0,00 403.379.091,94

Retained earnings -424.638.704,81 -41.165.616,13 -465.804.320,94

MINORITY INTEREST 612.299,14 -257.559,22 354.739,92

TOTAL EQUITY -9.249.172,31 -41.423.175,35 -50.672.347,66

NON-CURRENT LIABILITIES 80.037.999,89 -5.189.633,64 74.848.366,25

Convertible loan notes 15.906.342,11 0,00 15.906.342,11

Obligations under finance lease 3.422.933,39 0,00 3.422.933,39

Bank loans and Other Borrowings 48.753.151,90 0,00 48.753.151,90

Other non-current liabilities 4.863.516,68 0,00 4.863.516,68

Retirement benefit obligations 120.700,47 324.660,80 445.361,27

Provisions 6.880.705,34 -5.423.644,44 1.457.060,90

Deferred tax liabilities 90.650,00 -90.650,00 0,00

CURRENT LIABILITIES 58.342.421,87 5.189.520,90 63.531.942,77

Obligations under finance lease 101.394,82 0,00 101.394,82

Bank overdrafts and loans 17.991.031,31 0,00 17.991.031,31

Trade and other payables 39.961.787,27 -234.123,54 39.727.663,73

Current tax liabilities 288.208,47 0,00 288.208,47

Provisions 0,00 5.423.644,44 5.423.644,44

TOTAL LIABILITIES 138.380.421,76 -112,73 138.380.309,03

TOTAL EQUITY and LIABILITIES 129.131.249,45 -41.423.288,08 87.707.961,37  
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Real Software IFRS Conversion 30/06/2004 IFRS

B GAAP TOTAL
ADJUSTMENTS

OPERATING INCOME 70.245.330,62 -2.222.258,83 68.023.071,79

Revenue 69.017.968,42 -1.610.672,23 67.407.296,19

Other operating income 1.227.362,20 -611.586,60 615.775,60

OPERATING CHARGES before RESTRUCTURING -69.961.628,95 635.890,81 -69.325.738,14

Goods for resale, raw materials and consumables 5.740.963,34 -336.722,65 5.404.240,69

Services and other goods 20.837.682,88 708.949,55 21.546.632,43

Employee benefits expense 41.997.835,36 -1.217.932,48 40.779.902,88

Depreciation and amortisation expense 810.757,76 -84.581,97 726.175,79

Provisions and allowances 102.827,30 210.462,98 313.290,28

Other operating expenses 471.562,31 83.933,76 555.496,07

OPERATING RESULT before NON-RECURRING 283.701,67 -1.586.368,02 -1.302.666,35

Non-recurring revenues 3.967.178,48 -12.118,03 3.955.060,45

Restructuring charges 0,00 -150.000,00 -150.000,00

Impairment loss -3.744.291,13 3.739.065,89 -5.225,24

Other Non-recurring Expenses -3.049.449,78 1.321.383,39 -1.728.066,39

OPERATING RESULT (EBIT) -2.542.860,76 3.311.963,23 769.102,47

Financial Income 130.175,56 -44.362,48 85.813,08

Financial Charges -2.360.054,15 531.232,39 -1.828.821,76

PROFIT/(LOSS) before TAXES -4.772.739,35 3.798.833,14 -973.906,21

Adjustment deferred tax assets and deferred tax lia bilities 0,00 -9.774,21 -9.774,21

Income taxes -616.279,30 23.140,40 -593.138,90

PROFIT FOR THE FINANCIAL PERIOD -5.389.018,65 3.812.199,33 -1.576.819,32

Attributable to:
Equity holders of the parent -5.359.749,79 3.815.773,55 -1.543.976,24
Minority interest -29.268,86 -3.574,22 -32.843,08
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Real Software IFRS Conversion 31/12/2004 IFRS

B GAAP TOTAL
ADJUSTMENTS

ASSETS

NON-CURRENT ASSETS 57.357.191,59 -21.516.685,86 35.840.505,73

Goodwill 49.303.005,09 -20.947.649,51 28.355.355,58

Intangible assets 1.358.663,23 -1.358.663,23 0,00

Property, plant and equipment 6.251.926,60 492.093,41 6.744.020,01

Investments in associates 86.071,67 0,00 86.071,67

Deferred tax assets 357.525,00 297.533,47 655.058,47

CURRENT ASSETS 47.446.582,05 -695.755,47 46.750.826,58

Inventories 1.359.618,10 0,00 1.359.618,10

Trade and other receivables 40.519.604,08 -361.419,20 40.158.184,88

Cash and cash equivalents 5.567.359,87 -334.336,27 5.233.023,60

TOTAL ASSETS 104.803.773,64 -22.212.441,33 82.591.332,31

EQUITY AND LIABILITIES

SHAREHOLDER'S EQUITY -36.824.526,33 -22.452.762,86 -59.277.289,19

Share capital 11.398.659,69 0,00 11.398.659,69

Share premium 403.672.048,62 0,00 403.672.048,62

Retained earnings -451.895.234,64 -22.452.762,86 -474.347.997,50

MINORITY INTEREST 523.960,25 -268.978,75 254.981,50

TOTAL EQUITY -36.300.566,08 -22.721.741,61 -59.022.307,69

NON-CURRENT LIABILITIES 59.623.231,08 -6.800.883,74 52.822.347,34

Obligations under finance lease 3.223.998,07 0,00 3.223.998,07

Bank loans and Other Borrowings 46.683.980,84 0,00 46.683.980,84

Other non-current liabilities 458.478,28 0,00 458.478,28

Retirement benefit obligations 286.192,51 255.178,74 541.371,25

Provisions 8.970.581,38 -7.056.062,48 1.914.518,90

CURRENT LIABILITIES 81.481.108,64 7.310.184,02 88.791.292,66

Convertible loan notes 15.612.867,16 0,00 15.612.867,16

Obligations under finance lease 192.115,39 0,00 192.115,39

Bank overdrafts and loans 23.846.419,07 0,00 23.846.419,07

Trade and other payables 41.813.908,02 254.121,54 42.068.029,56

Provisions 15.799,00 7.056.062,48 7.071.861,48

TOTAL LIABILITIES 141.104.339,72 509.300,28 141.613.640,00

TOTAL EQUITY and LIABILITIES 104.803.773,64 -22.212.441,33 82.591.332,31
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Real Software IFRS Conversion 31/12/2004 IFRS

B GAAP TOTAL
ADJUSTMENTS

OPERATING INCOME 135.504.342,94 -5.030.258,27 130.474.084,67

Revenue 133.137.112,50 -3.840.406,02 129.296.706,48

Other operating income 2.367.230,44 -1.189.852,25 1.177.378,19

OPERATING CHARGES before RESTRUCTURING -134.208.644,61 1.198.952,30 -133.009.692,31

Goods for resale, raw materials and consumables 12.964.203,83 -1.369.761,29 11.594.442,54

Services and other goods 39.551.883,03 1.626.334,14 41.178.217,17

Employee benefits expense 79.039.939,42 -1.946.033,65 77.093.905,77

Depreciation and amortisation expense 1.669.661,82 -136.226,75 1.533.435,07

Provisions and allowances -612.768,44 530.997,07 -81.771,37

Other operating expenses 1.595.724,95 95.738,19 1.691.463,14

OPERATING RESULT before NON-RECURRING 1.295.698,33 -3.831.305,97 -2.535.607,64

Non-recurring revenues 6.111.133,53 -58.915,95 6.052.217,58

Restructuring charges 0,00 -4.847.189,71 -4.847.189,71

Impairment loss -23.300.884,76 22.750.884,76 -550.000,00

Other Non-recurring Expenses -11.704.531,90 7.850.197,11 -3.854.334,79

OPERATING RESULT (EBIT) -27.598.584,80 21.863.670,23 -5.734.914,57

Share of profit of associates -4.890,33 0,00 -4.890,33

Financial Income 477.363,18 -137.732,94 339.630,24

Financial Charges -5.445.206,17 1.005.947,96 -4.439.258,21

PROFIT/(LOSS) before TAXES -32.571.318,12 22.731.885,25 -9.839.432,87

Adjustment deferred tax assets and deferred tax lia bilities 448.175,00 -91.930,43 356.244,57

Income taxes -396.782,41 -208.139,78 -604.922,19

PROFIT FOR THE FINANCIAL PERIOD -32.519.925,53 22.431.815,04 -10.088.110,49
Attributable to:
Equity holders of the parent -32.616.280,20 22.528.626,79 -10.087.653,41
Minority interest 96.354,67 -96.811,75 -457,08
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Real Software IFRS Conversion 30/06/2005 IFRS

B GAAP TOTAL
ADJUSTMENTS

ASSETS

NON-CURRENT ASSETS 54.222.880,54 -18.947.260,25 35.275.620,30

Goodwill 46.601.748,14 -18.246.392,55 28.355.355,59

Intangible assets 1.263.380,33 -1.263.380,33 0,00

Property, plant and equipment 5.982.004,40 542.558,66 6.524.563,06

Investments in associates 84.547,67 0,00 84.547,67

Deferred tax assets 291.200,00 19.953,98 311.153,98

CURRENT ASSETS 43.919.083,09 -906.633,96 43.012.449,13

Inventories 972.890,74 0,00 972.890,74

Trade and other receivables 38.057.220,92 -532.220,64 37.525.000,28

Cash and cash equivalents 4.888.971,43 -374.413,32 4.514.558,11

TOTAL ASSETS 98.141.963,63 -19.853.894,20 78.288.069,43

EQUITY AND LIABILITIES

SHAREHOLDER'S EQUITY -41.433.771,70 -19.795.938,60 -61.229.710,30

Share capital 11.499.171,69 0,00 11.499.171,69

Share premium 404.371.536,62 0,00 404.371.536,62

Retained earnings -457.304.480,01 -19.795.938,60 -477.100.418,61

MINORITY INTEREST 684.669,34 -344.691,34 339.978,00

TOTAL EQUITY -40.749.102,36 -20.140.629,94 -60.889.732,30

NON-CURRENT LIABILITIES 70.692.155,35 -4.309.347,46 66.382.807,89

Convertible loan notes 15.000.000,00 0,00 15.000.000,00

Obligations under finance lease 3.223.998,07 0,00 3.223.998,07

Bank loans and Other Borrowings 45.327.171,20 0,00 45.327.171,20

Other non-current liabilities 458.478,28 0,00 458.478,28

Retirement benefit obligations 244.504,11 266.971,84 511.475,95

Provisions 6.438.003,69 -4.576.319,30 1.861.684,39

CURRENT LIABILITIES 68.198.910,64 4.596.083,21 72.794.993,85

Convertible loan notes 15.612.867,16 0,00 15.612.867,16

Obligations under finance lease 97.146,75 0,00 97.146,75

Bank overdrafts and loans 6.958.938,66 0,00 6.958.938,66

Trade and other payables 45.529.958,07 -179.259,26 45.350.698,81

Provisions 0,00 4.576.319,30 4.576.319,30

Derivative financial instruments 0,00 199.023,17 199.023,17

TOTAL LIABILITIES 138.891.065,99 286.735,74 139.177.801,73

TOTAL EQUITY and LIABILITIES 98.141.963,63 -19.853.894,20 78.288.069,43
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Real Software IFRS Conversion 30/06/2005 IFRS

B GAAP TOTAL
ADJUSTMENTS

OPERATING INCOME 61.973.294,28 -2.427.956,72 59.545.337,56

Revenue 60.922.264,97 -1.947.737,83 58.974.527,14

Other operating income 1.051.029,31 -480.218,89 570.810,42

OPERATING CHARGES before RESTRUCTURING -61.720.878,84 1.853.440,23 -59.867.438,61

Goods for resale, raw materials and consumables 5.806.813,42 -772.893,04 5.033.920,38

Services and other goods 17.409.188,94 169.105,25 17.578.294,19

Employee benefits expense 37.691.375,46 -1.225.413,14 36.465.962,32

Depreciation and amortisation expense 553.928,77 -42.644,45 511.284,32

Provisions and allowances -439.688,18 71.796,34 -367.891,84

Other operating expenses 699.260,43 -53.391,20 645.869,23

OPERATING RESULT before NON-RECURRING 252.415,44 -574.516,49 -322.101,05

Non-recurring revenues 1.164.391,81 57.005,16 1.221.396,97

Impairment loss -2.701.256,96 2.701.256,96 0,00

Other Non-recurring Expenses -118.070,57 141.591,88 23.521,31

OPERATING RESULT (EBIT) -1.402.520,28 2.325.337,52 922.817,24

Financial Income 35.293,29 -7.583,27 27.710,02

Financial Charges -3.344.196,64 459.541,52 -2.884.655,12

PROFIT/(LOSS) before TAXES -4.711.423,63 2.777.295,77 -1.934.127,86

Adjustment deferred tax assets and deferred tax lia bilities -66.325,00 -277.579,49 -343.904,49

Income taxes -470.787,69 303.272,71 -167.514,98

PROFIT FOR THE FINANCIAL PERIOD -5.248.536,32 2.802.988,99 -2.445.547,33

Attributable to:
Equity holders of the parent -5.409.245,16 2.878.701,33 -2.530.543,83
Minority interest 160.708,84 -75.712,34 84.996,50
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Real Software IFRS Conversion 31/12/2005 IFRS

B GAAP TOTAL
ADJUSTMENTS

ASSETS

NON-CURRENT ASSETS 49.987.146,38 -14.702.209,38 35.284.937,00

Goodwill 43.806.384,09 -15.451.028,50 28.355.355,59

Intangible assets 142.029,09 -35.029,09 107.000,00

Property, plant and equipment 5.773.387,55 625.954,31 6.399.341,86

Investments in associates 63.641,50 1.524,50 65.166,00

Deferred tax assets 201.704,15 156.369,40 358.073,55

CURRENT ASSETS 38.834.493,00 3.191.294,15 42.025.787,15

Inventories 607.945,31 0,00 607.945,31

Trade and other receivables 34.083.703,88 3.471.179,03 37.554.882,91

Cash and cash equivalents 4.142.843,81 -279.884,88 3.862.958,93

TOTAL ASSETS 88.821.639,38 -11.510.915,23 77.310.724,15

EQUITY AND LIABILITIES

SHAREHOLDER'S EQUITY -37.706.201,30 -15.558.990,28 -53.265.191,58

Share capital 11.526.743,39 0,00 11.526.743,39

Share premium 419.956.831,73 0,00 419.956.831,73

Retained earnings -469.189.776,42 -15.558.990,28 -484.748.766,70

MINORITY INTEREST 665.857,96 -349.123,50 316.734,46

TOTAL EQUITY -37.040.343,34 -15.908.113,79 -52.948.457,13

NON-CURRENT LIABILITIES 66.432.278,98 -5.735.336,64 60.696.942,34

Convertible loan notes 15.000.000,00 0,00 15.000.000,00

Obligations under finance lease 3.039.229,27 0,00 3.039.229,27

Bank loans and Other Borrowings 39.461.262,89 0,00 39.461.262,89

Retirement benefit obligations 193.360,63 281.708,42 475.069,05

Provisions 8.738.426,19 -6.017.045,06 2.721.381,13

CURRENT LIABILITIES 59.429.703,74 10.132.535,20 69.562.238,94

Obligations under finance lease 210.640,50 0,00 210.640,50

Bank overdrafts and loans 12.248.888,73 3.673.233,55 15.922.122,28

Trade and other payables 46.970.174,51 59.839,52 47.030.014,04

Current tax liabilities 0,00 232.663,48 232.663,48

Provisions 0,00 6.017.045,06 6.017.045,06

Derivative financial instruments 0,00 149.753,59 149.753,59

TOTAL LIABILITIES 125.861.982,72 4.397.198,56 130.259.181,29

TOTAL EQUITY and LIABILITIES 88.821.639,38 -11.510.915,22 77.310.724,16
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Real Software IFRS Conversion 31/12/2005 IFRS

B GAAP TOTAL
ADJUSTMENTS

OPERATING INCOME 122.556.995,63 5.270.787,90 117.286.207,33

Revenue 120.135.736,72 4.191.592,18 115.944.144,56

Other operating income 2.421.258,91 -1.079.195,73 1.342.063,18

OPERATING CHARGES before RESTRUCTURING -119.975.099,61 3.934.098,43 -116.041.001,18

Goods for resale, raw materials and consumables 13.558.711,15 -1.903.354,32 11.655.356,83

Services and other goods 33.543.891,02 448.592,20 33.992.483,22

Employee benefits expense 71.841.047,65 -2.735.719,12 69.105.328,53

Depreciation and amortisation expense 1.144.423,66 -85.727,36 1.058.696,30

Provisions and allowances -1.383.653,51 406.045,60 -977.607,91

Other operating expenses 1.270.679,64 -63.935,43 1.206.744,21

OPERATING RESULT before NON-RECURRING 2.581.896,02 -1.336.689,46 1.245.206,56

Non-recurring revenues 1.323.425,41 -139.336,51 1.184.088,90

Restructuring charges -1.745.321,26 -4.985.355,04 -6.730.676,30

Impairment loss -6.674.990,85 6.674.467,27 -523,58

Other Non-recurring Expenses -5.343.754,78 5.654.962,45 311.207,67

OPERATING RESULT (EBIT) -9.858.745,46 5.868.048,71 -3.990.696,75

Share of profit of associates -20.924,63 0,00 -20.924,63

Financial Income 110.604,79 -26.504,55 84.100,24

Financial Charges -6.488.311,40 978.709,26 -5.509.602,14

PROFIT/(LOSS) before TAXES -16.257.376,70 6.820.253,41 -9.437.123,29

Adjustment deferred tax assets and deferred tax lia bilities -155.820,85 -141.164,06 -296.984,91

Income taxes -634.086,55 251.055,79 -383.030,76

PROFIT FOR THE FINANCIAL PERIOD -17.047.284,10 6.930.145,14 -10.117.138,96
Attributable to:
Equity holders of the parent -17.294.541,56 7.115.649,64 -10.178.891,92
Minority interest 247.257,46 -185.504,50 61.752,96  
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NOTE 38 AUDIT OPINION 
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12.2. NON-CONSOLIDATED FINANCIAL STATEMENTS  
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12.3. ANNUAL REPORT OF THE BOARD OF DIRECTORS ON THE STAT UTARY ANNUAL ACCOUNTS  
FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2005  

REAL  SOFTWARE NV 
PRINS BOUDEWIJNLAAN 26 

2550 KONTICH 
RPR: 0429 037 235 

 
 
 
ANNUAL REPORT OF THE BOARD OF DIRECTORS TO THE GENE RAL MEETING OF 
SHAREHOLDERS 

 
Dear Shareholder, 
 

 
We have the honour of presenting the report on our company for the financial year ending on 31 
December 2005 for your approval. 

 
The annual accounts have been drawn up on a going concern basis, as recommended by the Board of 
Directors in the special report in accordance with Articles 633 of the Company Law Code, which the 
Board has also presented to you.  We therefore take pleasure in presenting the information in this 
report to you. 

Financial data 
 
The balance sheet total fell substantially, from € 84,504,198.14 to € 54,733,700.02. 
 
The decrease in assets is mainly in intangible assets because of goodwill impairment and write-down 
of capitalised software development. 

• Goodwill impairment : in view of the IFRS reporting of the consolidated annual accounts, an 
addintional impairment analysis was done of the goodwill.  This resulted in a reduction of 
goodwill of €19,100,568.45 in 2005. 

• Software development that had been capitalised prior to 2005, was written down because 
management decided not to commercialise the software in the same format.  This implied a 
write down of € 1,194,114.00. 

  
Current assets show a decrease from € 24,870,799.06 to € 17,388,699.85 due to the reduction of 
inventory by € 797,342.75.  Trade debtors were reduced by 1,948,041.30 and other receivables 
decreased due to a settlement with the former founder Mr. Hageman.    
 
The decrease of the equity is due to the substantial loss of the year.  A significant improvement was 
the incorporation into equity of the convertible bond of €15.6 mio, reducing the short term debt 
position.   

 
Total debt position of the company was reduced from € 123,075,754.52 to € 110,037,831.60.  Long 
term debt increased from € 51,028,779.59 to € 59,327,279.82  because of the new bond of € 
15,000,000 replacing the bridgeloan.  Short term debt decreased from € 63,877,231.59 to € 
39,570,551.62  due to the conversion of the convertible bond and the expiration of the bridge loan.  
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During the financial year, the company found addinional financing resources in factoring credit lines, 
amounting to € 3,408,088.89. 
The profit and loss account is characterized by lower revenue and lower operating expense improving 
the operating result by € 179,786.22 compared to 2004.  
 
Reduction of operating expenses reflect the benefits of the ongoing restructuring process of the 
company.  The company also reduced use of subcontractors. 
 
Financial income of 998,966.41 are mainly dividends received from subsidiaries.  Financial charges 
of € 6,153,856.96 are mainly interest charges on the outstanding debt amount towards the reference 
shareholder. 
 
The extraordinary result has been considerably affected by the previously mentioned goodwill 
impairment analysis, which led to extraordinary depreciation on intangible assets of € 17,649,871.11 
and charges related to the restructuring program. 
 
The company has entered into an Interest Rate Swap (IRS) agreement with a Belgian banking 
establishment, under which, on the basis of a notional sum of € 50m, the company receives a Euribor 
(3-month) and pays a Euribor (3-month) plus 0.20%, provided the Libor USD (3-month) is less than 
6.90%. If the Libor USD (3-month) is more than 6.90%, however, the amount payable will be 
calculated using the Libor USD (3-month) plus 1.50% on the notional sum of € 50m. The IRS expires 
in April 2007. Neither the company nor the group has any other form of special financial instrument. 

 

Going concern 
 
Despite the fact that the balance sheet as per 31 December 2005 shows a loss carried forward and the 
year 2005 resulted in a net loss, the board of directors decided to present the financial statements on a 
going concern basis. 
 
The board of directors motivates this decision as follows in its special report further to Article 633 
Company Law: 
Given the significant improvement in operational result for 2005, the forecasted further improvement 
in operating result and break-even net profit position for 2006, the delay in principal and interest 
payments into 2007 together with an extension of the 50 % debt remission possibility, the required 
increase in working capital and senior debt repayment is feasible considering the potential sales 
value of some of its assets, the reference shareholder’s intent to continue its support of the Company 
and the fact that the Company’s capital and reserves are changing for the better, the Board 
recommends the continued pursuit of the Company’s business activities on a going concern basis. 

 

Post-balance sheet events 
 
In the course of 2005 the board of directors decided to assess the potential value of the company’s 
main assets, including its foreign subsidiaries.  The financing committee, with the cooperation of 
investment bankers, has taken up this task and is investigating, under the supervision of the board of 
directors, different options.  No formal agreements have been entered into at this time.  

 
On January 8, 2006, Real Software and its former Managing Director-CEO, Peter Op de Beeck 
BVBA, mutually decided to separate and Gores Technology Ltd, Kusnacht Branch, represented by 
Mr. Ashley W. Abdo, was appointed new Managing Director-CEO of the company as of 9 January 
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2006.  Mr. Abdo resigned from his functions as director and chairman of the board of directors.  Mr. 
William B. Patton Jr., succeeded to Mr. Abdo as chairman of the board.   
 
On 3 February 2006 Real Software has granted an exclusive distributorship for the sale and 
implementation of its leading enterprise maintenance and asset management product “Rimses” to 
StorkReal BV, a Dutch company that was incorporated in 2002 as a joint venture between Real 
Software and Stork Management Maintenance BV.  In a simultaneous transaction Real Software sold 
its 50% equity stake in StorkReal BV and StorkReal Belgium NV to Stork.  This transaction 
generated an important cash-in for the company and ensures a strenghtened long-term cooperation 
between both companies.  Real Software will continue to sell Rimses in France and in its key-verticals 
like textile, pharmaceutical and the Belgian public markets.   StorkReal will be the exclusive sales 
channel to the other Belgian and Dutch industries and to the healthcare sector, namely hospitals. 
StorkReal will also sell Rimses in countries outside BeNeLux and France.  

 
In February 2006, the Company and its creditor, Real Holdings, LLC, reached an understanding 
regarding the extension of the date by which the Company can obtain a 50% debt remission on its € 
44,8 million credit facilities from April 6, 2006 to April 6, 2007.  The credit agreement was further 
modified to extend the date on which the Company must begin to make payments of principal and 
accrued interest on the € 44,8 million credit facilities from June 30, 2006 to June 30, 2007. 

 

Resignation and Appointment of Directors 
 
The present composition of the company’s board of directors reflects the majority shareholder’s 
strong involvement in the supervision of the business: four directors including the chairman appointed 
by Real Holdings, LLC, make up an eight strong board of directors together with three independent 
directors and the managing director. 
 

The table below gives an overview of the current members of the board of directors and their terms of 
office: 

 

 Start of term End of term 
Chairman   
 William B. Patton, Jr. 2004 2010 
   
Managing Director   

 
Gores Technology Ltd., Kusnacht Branch., 
Represented by Ashley. W. Adbo 2006 2012 

     
Directors   
 Viscount Etienne Davignon 2004 2010 

 
JPD Consult BVBA, represented by Jean-Pierre 
Depaemelaere 2004 2010 

 DR Associates BVBA, represented by Filip Roodhooft 2004 2010 
 Mr. Mark Stone, Gores Technology Group LLC 2005 2011 
 Joseph P. Page, Gores Technology Group LLC 2004 2010 
 Mr. Scott Honour, Gores Technology Group LLC 2005 2011 
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The Board decided to appoint the following persons as new directors for a period of six (6) years, 
which directorships are to be confirmed at the next general meeting of shareholders:  

 
Managing director:  

Gores Technology Ltd, Kusnacht Branch, with registered office at Switzerland, 8700 
Kusnacht, Alte Landstrasse 39A, represented by its permanent representative Ashley W. 
Abdo, with effect as from 8 January 2006; 

 
Representing Real Holdings LLC:  

Scott Honour, as from 11 May 2005, and Mark Stone, as from 1 October 2005 
 
Accordingly, the Board noted the resignation of the following directors:  

 
Managing director:  

Peter Op de Beeck BVBA, with registered office at  1082 Brussel, Gentsesteenweg 1154, 
represented by its permanent representative Peter Op de Beeck, with effect as from 8 
January 2006; 
 

Representing Real Holdings LLC:  
Dan Frydenlund (as of 31 January 2005); David Mc Govern (as of 02 April 2005) and 
Michael Hirano (as of 30 September 2005)  

 

Conflicts of interest and related-party transactions 
 
Article 523 of the Belgian Company Code provides for a special procedure within the board of 
directors in the event of a possible conflict of interest of one or more directors with one or more 
decisions or transactions by the board of directors.  In the event of a conflict of interest, the director 
concerned has to inform his fellow directors of his conflict of interest before the board of directors 
deliberates and takes a decision in the matter concerned.  Furthermore, the conflicted director cannot 
participate in the deliberation and voting by the board of directors on the matter that gives rise to the 
potential conflict of interest.  The minutes of the meeting of the board of directors must contain the 
relevant statements by the conflicted director, and a description by the board of directors of the 
conflicting interest and the nature of the decision or transaction concerned.  The minutes must also 
contain a justification by the board of directors for the decision or transaction, and a description of the 
financial consequences thereof for the company.  The relevant minutes must be included in the 
(statutory) annual report of the board of directors.  The conflicted director must also notify the 
statutory auditor of the conflict.  The statutory auditor must describe in his annual (statutory) audit 
report the financial consequences of the decision or transaction that gave rise to the potential conflict. 
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In accordance with article 524 of the Belgian Company Law, listed companies must abide to the 
following procedure in situations involving conflicts of interest.   
In brief, such decisions or transactions must first be submitted for the evaluation of a committee of 
three independent directors. This committee is supported by one or more independent experts 
appointed by the committee. The committee must submit a written advice to the board of directors, 
stating its grounds, concerning a number of points prescribed by the law. After it has examined the 
report, the Board must deliberate and vote about the proposed decision or transaction. If the board of 
directors rejects the committee’s advice, it must provide the reasons for doing so in its minutes. The 
external auditor will assess the accuracy of the data set out in the committee’s advice and the board 
minutes.  The conclusion of the committee, an extract from the board minutes and the external 
auditor’s opinion must be included in the company’s annual report.   
 
Article 524ter of the Belgian Company Code provides for a similar procedure in the event of conflicts 
of interest of executive committee members.  In the event of such conflicts, only the board of directors 
will be authorized to take the decision that has led to the conflict of interest.  Please note that the 
company’s executive management team does not qualify as an executive committee in the sense of 
article 524bis of the Belgian Company Code.   
 
In the course of 2005, the board of directors and subsequently the statutory auditors were informed of 
possible conflicts of interest in the meaning of article 523 and 524 of the Belgian Company Law.   
 
 
1. CEO compensation 
As described in the company’s 2004 Annual Report (p. 29), the contract with former Managing 
Director-CEO, Peter Op de Beeck BVBA, granted a fixed annual salary of €439,600.00 and a variable 
remuneration on the basis of turnover, profit, cash flow and personal objectives set and evaluated by 
the Board, up to 100% of the fixed remuneration.  
In 2005, the board, upon recommendation of the appointment and remuneration committee, had to 
determine the amount of such variable fee for the services rendered in the fourth quarter of 2004. 
 
Decision of the appointment and remuneration committee of 13 June 2005 (excerpt) 
 

c. CEO compensation: 2004 pro rata bonus 
The committee, having examined and discussed the elements of MBO assessment regarding 
the CEO’s performance in the fourth quarter of 2004, recommends the following decision 
to the Board of Directors: 
 
The Board of Directors resolves to grant the CEO-Managing Director a one time bonus of 
€112,500 for the fourth quarter of 2004.  
The bonus payment shall occur during the month of June 2005.  
 

d. CEO compensation: Balance relocation indemnity 
The committee recommends that the Board of Directors examine the company’s cash 
planning with a view of paying the balance of € 100,000 subject to validation by the 
chairman of the Audit Committee and the CFO of cash deficiencies being solved. 

 
 
Decision of the board of directors of 13 June 2005 (excerpt) 
 

a. 2004 pro rata bonus 
The Board of Directors decided to grant the CEO-Managing Director a one time bonus of 
€ 112,500 for the fourth quarter of 2004. 
The company shall make reasonable efforts to make the bonus payment during the month of 
June 2005.  
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b. Balance relocation indemnity 
The Board of Directors resolved to pay the balance of € 100,000 relocation indemnity to 
the CEO-Managing Director subject to validation by the company’s CFO and the 
chairman of the Audit Committee of cash deficiencies being solved. 

 
 
2. Consultancy services provided by The Gores Group. 
 
The board of directors investigated the applicability of articles 523-524 of the Belgian Company Law 
in connection with the remuneration for consulting services provided by The Gores Group, LLC to the 
Company.  
 
After the entrance in the group’s share capital in 2004, The Gores Group immediately provided a 
number of bridge loans totalling € 15 million that were converted into a convertible bond in 2005. 
Besides assistance with working capital, a team of seasoned, high profile experts from the United 
States Gores Group staff came over to Belgium and assisted the company’s management with 
financial, technological and organizational matters.   
 
The board of directors decided that this assistance should be framed within an at arms’ length 
negotiated consultancy agreement dealing with the usual aspects of such consultancy.  
 
The audit committee was mandated to negotiate, draft and review a framework agreement.  Taking 
into account the generic nature and the market conformity of the services and the terms and 
conditions, the audit committee came to the conclusion, upon legal advice and having informed the 
statutory auditor, that the execution of the consultancy agreement with The Gores Group falls under 
the exception stated in Article 524,§1 of the Belgian Company Law. 
 
Hereafter follows an excerpt of the recommendation of the audit committee that was followed by the 
board of directors on November 15, 2005 and December 20, 2005. 
 
 
Decision of the Audit Committee of 10 November 2005 (excerpt) 
 

In the Audit Committee’s opinion, Real Software’s Board of Directors may validly decide the 
signing and execution of the consultancy agreement to be entered into between Real Software 
NV and Gores Technology Group, pursuant to the exception provided for by Article 524, § 1, 
2nd paragraph, 1° of the Company Code. Indeed, said consultancy agreement, if signed and 
executed substantially in accordance with the draft agreement attached hereto (see, 
Attachment 1 hereto), (i) will be entered into under conditions and with guarantees that are 
customary on the market for similar transactions and (ii) will be similar in nature, size and 
significance to consultancy agreements entered into by Real Software in the past. 
 

Decision of the Board of Directors of 15 November 2005 (excerpt) 
 

The Board of Directors resolves to execute the The Gores Group (formerly Gores Technology 
Group) consultancy agreement as reviewed by the Audit Committee subject to the Auditor’s 
nihil obstat regarding the application made of Article 524 Company Law. 

 
 
Decision of the Board of Directors of 20 December 2005 (excerpt) 

 
The Board of Directors notes that the Auditor has made his nihil obstat known to 
management but that he also recommends giving further details about the usual services 
provided under the Gores consultancy agreement.  
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3. Co-investment in Real Holdings LLC. 
 
Three senior executives of the company decided in 2005 to co-invest in Real Holdings, LLC, a 
controlling shareholder of the company.  In application of IAS 24, the company makes the following 
disclosures in respect of this transaction. 
 
Decision of the Appointment and Remuneration Committee of 11 May 2005 (excerpt) 
 

After discussion regarding the co-investment that is intended by three senior executives of the 
company in Real Holdings, LLC, controlling shareholder of the company, the Committee 
decides recommending to the Board making the following disclosure when the company will 
be informed of the transaction being executed: 
  
Real Software was informed today that an agreement was executed between its majority 
shareholder Real Holdings, LLC, and three senior managers of the company (…) with regard 
to the sale of a number of non-voting shares in Real Holdings, LLC, at a price that was not 
disclosed.  
Pursuant to this agreement, said managers could purchase up to maximum of [5.625] % of 
Real Holdings, LLC, stock.   
Real Software is pleased with this co-investment illustrating its management’s commitment 
and belief in the company’s activities. 
 
The Committee is of the opinion that this disclosure is not mandatory because the information 
is not stock price sensitive but is recommend by principles of good governance, in particular 
regarding the shareholders’ structure of the company. 
 
The Company Secretary will be informed when the agreement is executed.  

 
Decision of the Board of Directors of 30 August 2005 (excerpt) 
 

Disclosure: the investment by senior executives in Real Software’s parent company was 
discussed. After obtaining a legal opinion, the Committee recommends not making a special 
disclosure by way of occasional information to the market but suggests mentioning the 
information in the annual report – the Board should be informed (through notification to the 
Company Secretary by any executive involved) about possible future transactions of this type 
so that it can assess the opportunity of public disclosure; 
  
The Board of Directors resolves that all investment transactions by executives in the 
company’s parent company should be notified to the Company Secretary in order to allow the 
Board of Directors the possibility of determining the appropriateness of a public disclosure at 
all times. 
 

No specific notification was made to the Company Secretary but the board of directors is of the 
opinion that the disclosure of an event of that nature occurring in 2005 could serve transparency 
although the situation might have changed after 31 December 2005. 
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4. Post-balance event: resignation of and settlement with CEO 
 
On January 8, 2006, Real Software and its former Managing Director-CEO, Peter Op de Beeck 
BVBA, mutually decided to separate.  A potential conflict in terms of Article 523 Belgian Company 
Law, with respect to the resignation of Peter Op de Beeck BVBA and its settlement agreement, has 
been notified accordingly to the auditor. 
 
Decision of the Board of Directors of 8 January 2006  (excerpt) 
 

The Chairman informs the meeting that the first item on the agenda potentially involves a 
substantial change in the authority matrix of the Company, which may have an impact on the 
Management Services Agreement of 23 September 2004 (“the Management Services 
Agreement”) that is presently in place between Peter Op de Beeck BVBA and the Company.  
Peter Op de Beeck BVBA withdraws from the discussions in application of article 523 of the 
Belgian Company Code (on conflicts of interests) and the Auditor will be informed of the 
potential conflict.  
 
After deliberation, the Board of Directors, upon motion duly made and seconded resolved as 
follows to:  

3. Accept the resignation of Peter Op de Beeck BVBA as director and as managing 
director of the Company with immediate effect. 

4. Accept the Termination and Settlement Agreement between the Company and Peter 
Op de Beeck BVBA and Peter Op de Beeck and mandates two directors, Ashley W. 
Abdo and JPD Consult BVBA, to sign the agreement on behalf of the Company. 

 
* * 

* 

Except the foregoing there are no other related party transactions or cases of conflict of interest. 
 

Risk Factors 
 
In application of article 96, 1° of the Belgian Company Law, as amended by the Law of 13 January 
2006, the company herewith provides information on the main risks and uncertainties that could 
negatively impact the development, the financial results or the market position of the company.   
 
IT-market  -  The IT market growth could slow down or go away completely. Downturns in IT market 
conditions in the Benelux and in France could negatively impact operations. 
 
Operating margins  -  Real’s Services’ operating margins are sensitive to the average daily rates 
billable for technical staff.  These rates are subject to numerous variables, many outside of Real’s 
control.  The margins in the servicing business are, amongst others, strongly influenced and reduced 
by the impact of off-shore operations and by bigger software companies entering the midsize business 
market with low entry pricing. 
 
There is no certainty that the average daily rates will remain stable.  A decrease in the average daily 
rates would negatively impact Real Software.  The impact of off-shore business also reduces the 
margins on the servicing business.   
 
Recruiting environment  -  Belgium based services growth requires additional staff (69 net) to achieve 
the IT operating objectives.  The current employment market for IT professionals in Belgium is very 
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buoyant, making the addition of such staff a challenge.  In 2005, 194 staff members left the company, 
against 124 new hires and the launch of an intensive recruitment campaign. 
 
Sales pipeline  -  The sales organization in Belgium was restructured in mid 2005.  The 2006 
operating plan relies upon certain sales successes in both Products and Services. This includes sales to 
new as well as to existing customers. Although the sales pipeline is increasing, it is not a certainty that 
the projected sales will actually materialize. A portion of expected sales is related to products which 
are still in development and/or require added functionality. Risks exist in completing these tasks and 
thus could impact ability to sell and/or deliver promised solutions. 
 
Litigations  -  the company has certain pending files that can be qualified as contingent liabilities 
according to the definition of IFRS.  We refer to the IFRS notes for more information in this respect.  
 
Financial position  -  The business is planning to either sell some of its assets or raise capital in the 
course of 2006 to reduce its debt and fund the required restructuring to maintain a profitable business 
with healthy operating margins and right sized overhead. To provide the company ample time to 
realize the reduction in debt the holder of the senior € 44.8 m debt has extended expiry of the 50% 
debt remission by one year up to April 2007 and delayed interest and principal payments on the senior 
debt by one year to June 2007. 
 

Fees paid to the statutory auditors for non-audit services 
 
The statutory auditor’s total remuneration for its statutory assignment in 2005 was €145.000.  
 
The subject-matter and the remuneration during the fiscal year related to extra-ordinary activities or 
special assignments performed by the statutory auditor within the company or for any Belgian 
company or Belgian person affiliated with the company within the meaning of article 11 of the 
Belgian Company Code or any foreign subsidiary of the company which is subject to the statutory 
audit of its annual accounts, as referred to in articles 142 and 146 of the Belgian Company Code, were 
as follows:   
 

- other statutory assignments : € 8.000 (contribution in kind, cancellation of preferential 
subscription rights). 

- other non-audit assignments: € 194.000  (assistance with IFRS). 
 

In the framework of remunerations during the fiscal year related with tasks, mandates or assignments 
performed by a person with whom the statutory auditor has entered into an employment contract or 
with whom he is in a professional collaborative relationship, or by a company or person affiliated with 
the statutory auditor as defined in article 11 of the Belgian Company Code, within the company 
whose annual accounts are audited by the statutory auditor or any Belgian company or a Belgian 
person affiliated with the company within the meaning of article 11 of the Belgian Company Code or 
any foreign subsidiary of the Belgian company which is subject to the statutory audit of its annual 
accounts, as referred to in articles 142 and 146 of the Belgian Company Code, no such services were 
provided to Real Software or its group companies. 
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Appropriation of profits  
 
The annual accounts for the year closed with a loss of €32,550,381.79. In view of the accumulated 
loss brought forward from the previous year of €464,123,495.19 the loss to be appropriated amounts 
to €496,673,876.98. 
 

*    * 
* 

 
We propose that these annual accounts should be approved, and the loss carried forward to next year. 
 
In accordance with legal requirements, we request the general meeting to discharge the directors and 
the external auditors of their liability for the performance of their duties during the past year: this 
applies to DR Associates BVBA, represented by Filip Roodhooft, JPD Consult BVBA, represented by 
Jean-Pierre Depaemelaere, Viscount Etienne Davignon, Gores Technology LTd, Kusnacht Branch, 
represented by Ashley W. Abdo, William B. Patton, Joseph P. Page, Scott Honour, Mark Stone, 
Daniel J. Frydenlund, Michael K. Hirano, David Mc Govern, Ashley W. Abdo and Peter Op de Beeck 
BVBA, represented by Peter Op de Beeck. 
 
 
 
Kontich, 22 February 2006 
 
 
 
 
  
William B. Patton, Jr. Gores Technology Ltd., Kusnacht Branch 
Chairman of the Board of Directors Managing Director 

 



Part IV  - FINANCIALS 

 
165 

 
 
13. SPECIAL REPORT OF THE BOARD OF DIRECTORS IN ACCORDA NCE WITH ARTICLES 

633 AND 634 OF THE BELGIAN COMPANY LAW CODE 
 
 

 

 
 

Real Software, abbreviated “RLS” 
Public limited liability company 

Prins Boudewijnlaan 26, 2550 Kontich. 
 RPR 0429.037.235 

Judicial Area: Canton of Kontich, District of Antwerp 
 

________________________________ 
 

SPECIAL REPORT OF THE BOARD OF DIRECTORS IN ACCORDA NCE WITH 
ARTICLES 633 AND 634 OF THE BELGIAN COMPANY LAW COD E 

________________________________ 
 

 
Dear Shareholder, 
 
 

This special report was compiled by the Board of Directors of the limited company “Real 
Software” (hereinafter “the Company”) in accordance with Articles 633 and 634 of the Belgian 
Company Law Code. 

 
 

* * * 
 
 

In compiling the statutory annual accounts of the Company for the financial year ending 31 
December 2005, the Board noted that on 31 December 2005 the capital and reserves recorded in the 
accounts came to € -62,245,810.6 i.e. € 73,772,553.99 less than the Company’s share capital.  In 
accordance with Articles 633 and 634 of the Company Law Code, a general meeting of shareholders 
should be called if, as a consequence of incurred losses, the Company’s net assets have fallen to less 
than half of its share capital. The general meeting of shareholders should meet in order to deliberate 
and decide on whether to wind up the Company or take any other measures. 
 

The Board proposes to carry on the Company’s business activities, despite the fact that its 
capital and reserves are negative. Below, the Board sets out the reasons for pursuing the activities of 
the Company as a going concern. 

 
 

Results 2005 
 

Turnover dropped more than planned mainly due to Products segment where more 
specifically Retail and Belgian products divisions are suffering from delays in sales. Mid 2005 the 
sales organization was turned around due to lacking performance and the new sales team in place is 
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building up quickly a sales pipeline that, considering longer sales cycles in the Products segment, will 
mainly  impact 2006. 

Planned restructuring was rolled out successfully reducing operational cost and overhead 
significantly. As a result the planned improvement in operational margins materialized except for the 
Belgian products division in the Products segment where lower turnover has resulted in lower 
operating margins.  Further rationalization of the product portfolio took place to take out low margin 
business and to be better positioned for the future. In addition implementation of additional 
restructuring efforts started to further improve margins in the Products segment and further reduce 
overhead, which will take full effect in 2006. The provisions that were formed to implement further 
restructuring had a negative impact on results for 2005. 

Settlement of old customer litigations continued, which allowed the Company to further 
reduce provisions and a litigation with a former founder was settled resulting in a € 0.8m capital 
increase. Equity further improved due to conversion of € 15.6 m of automatically convertible bonds 
into capital in July 2005. 

Additional efforts on optimization of cash in the group and additional credit lines in the form 
of factoring enabled meeting the cash requirements related with the significant restructuring effort 
that took place in 2005. 
 
Prospects 2006 
 
 The operating plan for 2006 features stable operating income with a considerably improved 
operating result and a net result close to break even. The better results are expected from the 
continued restructuring efforts in the Products segment, a better market positioning with a 
rationalized product portfolio and further reduction of overhead.  

Plans to resume investments in the company’s own equipment and systems continue to ensure 
the necessary continuity and further improve efficiency and ongoing and planned restructuring efforts 
requiring significant cash disbursements in 2006 necessitate additional € 4 m working capital in 2006. 
In addition repayment of the senior € 44.8 m loan is planned to benefit from the 50 % debt waiver 
possibility and significantly reduce interest burden.   
 For all these reasons, the business is planning to either sell some of its assets or raise capital 
in the course of 2006 to reduce its debt and fund the required restructuring to maintain a profitable 
business with healthy operating margins and right sized overhead. To assist with the potential sale of 
assets, a bank has already been appointed. To provide the company ample time to realize the 
reduction in debt the holder of the senior € 44.8 m debt has extended expiry of the 50% debt 
remission possibility by one year up to April 2007 and delayed interest and principal payments on the 
senior debt by one year to June 2007. 
 
Development of debt and equity 
 

The Company’s debt mainly consists of debts to the reference shareholder of € 60 m, which 
will ultimately be wholly or partially brought into the Company’s capital and reserves. On the 
refinancing of € 22.4 m of the principal debt owed to Gores Technology Group before April 2007, the 
remaining € 22.4 m of debt will be waived and thereby included in the Company’s capital and 
reserves. The remaining € 15m debt has been transferred in March 2005 to a 5 year convertible bond 
of which conversion can take place at any time.    
 
   
Support from the majority shareholder, Gores Technology Group 
 
 The majority shareholder has also confirmed to the Board that it does not intend to withdraw 
the Company’s currently existing € 15 million convertible notes, it extends the date by which the 
Company can obtain a 50% debt remission on its approximately € 45 million credit facilities from 
April 6, 2006 to April 6, 2007 and the date on which the Company must begin to make payments of 
principal and accrued interest on the € 45 million credit facilities is postponed from June 30, 2006 to 
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June 30, 2007. Also payment of management fees will be extended until the Company is in an 
adequate cash flow position. 

Furthermore, it confirms its intention to sustain the Company’s going concern status for the 
period of time that a controlling stake in the Real Sofware group is kept. 
 
Conclusion 
 
 Given the significant improvement in operational result for 2005, the forecasted further 
improvement in operating result and break-even net profit position for 2006, the delay in principal 
and interest payments into 2007 together with an extension of the 50 % debt remission possibility, the 
required increase in working capital and senior debt repayment is feasible considering the potential 
sales value of some of its assets, the reference shareholder’s intent to continue its support of the 
Company and the fact that the Company’s capital and reserves are changing for the better, the Board 
recommends the continued pursuit of the Company’s business activities on a going concern basis.  

 
 
 

* * * 
 

 
 
Drawn up at Kontich on 22 February 2006, 
 
On behalf of the Board, 
 
 
 
 
 
William B. Patton      Ashley W. Abdo, on behalf of 

Permanent represenative of Gores 
Technology, Ltd., Kusnacht Branch 

Chairman of the Board      Managing Director 
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14. SHARE CAPITAL 
 

Section 14 of this annual report summarizes the share capital of Real Software and discusses certain provisions of the 
articles of association of the company.  This Section is based on information which is publicly available, and on the 
articles of association of the company, as amended on July 28, 2005.  

14.1. SHARE CAPITAL  

14.1.1. SHARE CAPITAL AND SHARES 

 
On the date of this annual report, the share capital of Real Software amounts to €11,526,743.39, and is fully paid-up.  
It is represented by 183,487,816 ordinary shares, each representing a fractional value of € 0.06282 or one 
183,487,816th of the share capital.  The company’s shares do not have a nominal value.  
 
At the start of the financial year 2005, the share capital of Real Software amounted to €11,398,659.69, represented by 
181,448,916 shares.  Consequently, during the financial year started on January 1, 2005 until the date of this annual 
report, the company’s share capital increased by €128,083.7 and 2,038,900 new shares were issued.   
 
During the last three (3) financial years, the company’s share capital has been increased a number of times.  The 
majority of these capital increases occurred through contributions in kind, as a consequence of which more than 10% 
of the company’s share capital has been paid for with assets other than cash.  For more information with regard to the 
contributions in kind over the last three (3) financial years, reference is made to Section 14.1.7. below.   
 

14.1.2. WARRANTS AND SHARE OPTIONS 

 
The following Section provides an overview of the outstanding warrants and share options at the date of this annual 
report, and discusses the relevant issue and exercise conditions of the outstanding warrants.  

14.1.2.1. Warrants 2001 

On December 21, 2001, Real Software created 2,186,845 warrants, named “Warrants 2001” within the framework of a 
stock option plan for employees, directors and consultants of Real Software and its subsidiaries.  The warrants have 
initially been subscribed to by Real Software and can be granted by the company’s appointment and remuneration 
committee to the relevant beneficiaries.  The relevant features of these warrants have been summarized below.  The 
appointment and remuneration committee can provide for other conditions to be set forth in a stock option agreement 
when granting the warrants to the relevant beneficiaries, provided, however, that such other conditions are allowed or 
permitted under the issuance and exercise conditions of the warrants as determined by the extraordinary general 
shareholders’ meeting. 

 
• Issue date: December 21, 2001. 
 
• Creation of warrants: the Warrants 2001 have been created by the company’s extra-ordinary shareholders’ 

meeting.   
 
• Stock option plan: The stock options are issued in the framework of a stock option plan for employees of the 

company and its subsidiaries.  
 
• Number of shares to be issued upon exercise of the warrants: one (1) share per warrant. 
 
• Shares: the new shares will have the same rights and benefits as the existing shares of the company.  The 

shares will participate in the result of the company as of and for the full fiscal year in which they will be 
issued.  Dividends paid on the shares will benefit from the right to reduced withholding tax rate, i.e. the so-
called “VVPR” right.  The VVPR right will be represented by a separate strip.  The company will request the 
admission to listing of the new shares and the VVPR-strips to the Eurolist by Euronext Brussels. 

 
• Stock Option Agreement: the stock options shall be offered to the selected participants in accordance with the 
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stock option agreement. Such stock option agreement shall among others determine the number of stock 
options, the rules regarding the definitive acquisition of the stock options, the stock option price (if any), the 
term of the stock options, the exercise price and other conditions.  

 
• Cancellation of preferential subscription right of the shareholders: The board of directors proposes to cancel 

the preferential subscription right of the existing shareholders in accordance with article 596 and article 598 of 
the Belgian Company Code for the benefit of the members of the board of directors, employees and 
consultants of the company or its subsidiaries.  The participants are more in depth described in the report of 
the board of directors in accordance with article 596 and 598 of the Belgian Company Code, however, they 
are primarily employees of the company and of an affiliated company.  

 
• Subscription and allocation of the stock options: the board of directors proposes that the company itself can 

subscribe to the issuance of the warrants, in order to be able to offer the warrants to the participants. The 
company can however not exercise the warrants or stock options.    

 
• Stock option price: the stock options will be offered for free, unless stock option agreement foresees a stock 

option price. 
 
• Exercise price of the warrants: the appointment and remuneration committee shall determine the exercise 

price of the stock options at the moment of the offering of the stock options to the relevant participants.  
 

If the stock options are offered to an employee, then the exercise price of the stock option, at the free choice 
of the appointment and remuneration committee, shall at least be equal to:  

 
- the average of the closing prices of the Real Software share as quoted on Euroslist by Euronext 

Brussels or any other regulated or public market in which the shares in the company are quoted or 
traded, over thirty (30) calendar days or any other relevant period which is determined by the 
appointment and remuneration committee on the basis of foreign legal or fiscal stipulations preceding 
the date of the offer or,  

 
- the closing price of the Real Software share as quoted on Eurolist by Euronext Brussels or any other 

regulated or public market in which the shares in the company are quoted or traded, on the day 
preceding the date of offer to the selected participant. 

 
• Term of the warrants: unless otherwise stated in the stock option agreement, the stock options shall have a 

term of five (5) years as of their issuance and creation by the extra-ordinary general shareholders’ meeting.   
 
• Exercise period: the warrants can only be exercised between April 1 and 15, June 1 and 15, September 1 and 

15 and December 1 and 15 of each year. 
 
• Increase of the share capital of the company: upon exercise of the Warrants 2001, the share capital of the 

company shall be increased with an amount equal to the product of the number of exercised Warrants 2001 
and the fractional value of the existing shares.  The amount of the exercise price of each Warrant 2005 that 
exceeds the fractional value of the existing shares, if applicable, must be booked as an issuance premium.   

 
• Special note: 1,206,845 Warrants 2001 have been granted to Mr. Theo Dilissen, former managing director and 

CEO of the company, and have a different vesting mechanism.  These warrants have been cancelled in 2004. 
 

Since the creation of the share options, 1,933,345 share options have been granted and accepted.  The weighted 
average of the exercise price of the granted and accepted share options is €5.34∗. The 342,000 accepted share options 
which have not yet expired have various exercise prices, depending on the period of offer to the beneficiaries: in 
December 2001 - 239,500 options at €5.32; in April 2002 – 42,000 options at €4.96 and in August 2002 – 57,000 
options at €3.17.  The 57,000 not yet acquired share options were granted at the exercise price of €3.17. 
 
The table below shows a summary of the share options already allocated and still outstanding on the date of this 
annual report:  
 
  

Share options created ................................................................................................2,186,845 
  
Not yet granted and rejected share options................................................................253,500 
 Not yet granted and expired share options................................................................99,000 
        Rejected and expired share options................................................................154,000 
  
Share options granted but not yet accepted................................................................ 0 
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Share options granted and accepted ∗ ................................................................1,933,345 
 Share options not yet vested ................................................................ 57,000 
 Share options vested ................................................................................................285,000 
 Expired or annulled share options ................................................................1,591,345 
 Share options exercised ................................................................ 0 
 
 

  

14.1.2.2. Expired Bank Warrants 

On December 21, 2001, the company created 4,000,000 new warrants, called ‘Bank Warrants’.  These warrants were 
issued under the terms of the agreement that Real Software reached at the end of 2001 with its bank syndicate relating 
to the restructuring of the company’s bank debt. . All warrants were allocated to the company’s bank syndicate. 

 
On April 6, 2004, the extraordinary general shareholders’ meeting decided – in connection with the purchase of the 
bank debt by Gores Technology Group, LLC., – to cancel and destroy the 4,000,000 bank warrants, with the consent of 
their holders. 
 

14.1.2.3. Other expired warrants  

On August 17, 2000, the company created 63,000 new warrants, called ‘Z Warrants’.  Each warrant entitled the holder 
thereof to subscribe to one (1) new share in the company at an exercise price of €60.15 per share.  The warrants had a 
duration of one (1) year.  None of the warrants were exercised.  All warrants expired on September 28, 2001. 
 
On April 30, 1997, the company created 73,440 warrants with a view to allocating them to personnel.  These warrants 
were linked with 24,480 new shares which were issued at the same general meeting of shareholders as part of an 
increase in the company’s capital.  Each warrant entitled the holder thereof to subscribe to ten (10) new shares (taking 
account of the share split on 27 August 1998 at a rate of 10 new shares per existing share) at a fixed exercise price of 
€17.2162 per warrant.  The warrants could be exercised at any time between 1 January 2002 and 30 April 
2002.  71,557 warrants were exercised (as a result of which 715,570 new shares were subscribed to).  1,883 warrants 
were not exercised, and thereforee expired irrevocably on 1 May 2002. 

14.1.2.4. Warrants 2005 

 
On July 28, 2005, Real Software created 2,872,943 warrants, named “Warrants 2005” within the framework of a stock 
option plan for employees of Real Software within the authorized capital.  The warrants have been subscribed to by 
Real Software and can be granted by the company’s appointment and remuneration committee to the relevant 
beneficiaries.  The relevant features of these warrants have been summarized below.  The appointment and 
remuneration committee can provide for other conditions to be set forth in a “stock option agreement” when granting 
the warrants to the relevant beneficiaries, provided, however, that such other conditions are allowed or permitted 
under the issuance and exercise conditions of the warrants as determined by the extraordinary general shareholders’ 
meeting. 

 
• Issue date: July 28, 2005.  
 
• Creation of warrants: the Warrants 2005 have been created by the board of directors.   
 

                                                 
∗  The weighted average was calculated on the basis of the 1,933,345 granted and accepted share options and the relevant 
exercise prices as set out below.  Granted and rejected share options are not taken into account.   
 

 
Offer date 

 
Exercise price 

 
Number of options 

 
Options x price 

 
24-Dec-01 5.32 265,000 1,409,800 
24-Dec-01 5.63 1,336,345 7,523,622 
21-Mar-02 5.63 26,000 146,380 
21-Mar-02 4.96 149,000 739,040 
5-Jul-03 3.75 32,000 120,000 
9-Jul-02 3.84 4,000 15,360 
23-Aug-02 3.17 114,000 361,380 
22-Nov-02 1.85 7,000 12,950 

  1,933,345 10,328,532 

 

.  
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• Stock option plan: The stock options are issued in the framework of a stock option plan for employees of the 
company.  The stock options are issued in the form of (naked) warrants. 

 
• Number of shares to be issued upon exercise of the warrants: one (1) share per warrant. 
 
• Term of the warrants: maximum five (5) years as of July 28, 2005.  
 
• Shares: the new shares will have the same rights and benefits as the existing shares of the company.  The 

shares will participate in the result of the company as of and for the full fiscal year in which they will be 
issued.  Dividends paid on the shares will benefit from the right to reduced withholding tax rate, i.e. the so-
called “VVPR” right.  The VVPR right will be represented by a separate strip.  The company will request the 
admission to listing of the new shares and the VVPR-strips to the Eurolist by Euronext Brussels. 

 
• Cancellation of preferential subscription right of the shareholders: The board of directors proposes to cancel 

the preferential subscription right of the existing shareholders in accordance with article 596 of the Belgian 
Company Code. 

 
• Allocation of the stock options: The employees of the company who are beneficiary of the stock option plan 

will be selected by the company’s appointment and remuneration committee. 
 
• Stock option price: the stock options will be offered for free or at such a price as will be provided in the stock 

option agreement of the selected employee. 
 
• Exercise period: unless the stock option agreement determines a shorter duration, the Warrants 2005 have a 

term of five (5) years as from the date on which the stock options are issued by the board of directors of the 
company. 

 
• Exercise price: the exercise price of the Warrants 2005 will be determined by the company’s appointment and 

remuneration committee and will at least be equal to (i) the average of the closing prices of the share of the 
company as quoted on the Eurolist by Euronext Brussels or any other regulated or public market on which the 
shares of the company will then be quoted or traded during the thirty (30) day period, or any other relevant 
period which is determined by the company’s appointment and remuneration committee, preceding the grant 
to the selected employee or (ii) the closing price of the share of the company as quoted on Eurolist by 
Euronext Brussels or any other regulated or public market on which the shares of the company will then be 
quoted or traded, on the day preceding the day of the grant to the selected employee. 

 
• Increase of the share capital of the company: upon exercise of the Warrants 2005, the share capital of the 

Company shall be increased with an amount equal to the product of the number of exercised Warrants 2005 
and the fractional value of the existing shares.  The amount of the exercise price of each Warrant 2005 that 
exceeds the fractional value of the existing shares, if applicable, must be booked as an issuance premium.   
 
The table below provides an overview of the warrants at the date of this annual account: 
 

Warrants created ................................................................ 2,872,943 
Warrants exercised................................................................ 0 
Warrants cancelled................................................................ 0 
  
Warrants at the date hereof................................................................2,872,943 

 
 

14.1.3. CONVERTIBLE BONDS 

14.1.3.1. ACB’s 

 
On June 2, 1998, the board of directors of Real Software, acting within its powers at the time, issued a subordinated 
automatically convertible bond within the framework of the company's authorized capital, represented by 76,995 
subordinated automatically convertible bonds or ‘ACBs’.  The issue price for the ACBs was determined by the board of 
directors on June 8, 1998 to be BEF 14,350 (€355.73) per ACB or BEF 1,104,878,250 (€27,389,216.38 ) in aggregate.  
The ACBs were offered to the public in June 1998 within the framework of a public offer to subscribe to the company's 
increase in capital. 
 
In accordance with the terms and conditions of the ACB’s, as amended pursuant to the company’s restructuring plan in 
2001 and pursuant to a notarial deed passed in presence of a notary public, the remaining 43,890 outstanding ACB’s 
were converted into 438,900 shares.  The conversion of the remaining 43,890 ACB’s implied a capital increase of 
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€14,823,693.88.  After the conversion of the remaining ACB the company’s share capital amounted up to 
€11,526,743.39, represented by 183,487,816 shares.  
 
At the date of this annual report the company has no outstanding ACB’s.  

14.1.3.2. G-1 Convertible Bonds 

 
On March 29, 2005, Real Software created 1,500 G-1 Convertible Bonds within the framework of the restructuring of 
the Company.  1,350 G-1 Convertible Bonds have been subscribed to by Real Holdings LLC, a limited liability company 
under the laws of the State of Delaware, United States of America, with principal offices at 10877 Wilshire Boulevard, 
suite 1805, Los Angeles, California 90024, United States of America and the remaining 150 G-1 Convertible Bonds have 
been subscribed to by Roosland Beheer B.V., a limited liability company under the laws of the Netherlands, with 
registered office at Westerkade 3, NL -3016 CL Rotterdam, the Netherlands.  The relevant features of the G-1 
Convertible Bonds can be summarized as follows: 
 

• Subscription term: the subscription term starts on the issue date and ends on June 30, 2005. 
 
• Term and maturity date: the bonds have a term of 5 years as of their issuance by the company.  The bonds 

mature on the 5th anniversary of the issuance date. 
 
• Form: the bonds shall be issued in registered form and cannot be converted into a bearer instrument. 
 
• Principal amount: the bonds are issued in a principal amount of €10,000.00 each. 
 
• Interest rate: the aggregate interest rate amounts to 15% per annum, which shall become payable in cash 

either at maturity, or upon early redemption or conversion. Because there is no interest on interest, the board 
of directors understands that the actuarial interest rate decreases, in function of the date of redemption or 
conversion of the bond, as follows: 

15.00% in case of redemption or conversion on 1st anniversary; 

14.02 % in case of redemption or conversion on 2nd anniversary; 

13.19% in case of redemption or conversion on 3rd anniversary; 

12.47% in case of redemption or conversation on 4th anniversary; and 

11.84% in case of redemption or conversion on maturity date. 

• Transferability: the bonds are freely transferable. 
 

• Subordination: the payment of the principal amount and interest on the bonds is subordinated. There will be no 
mortgage or other surety. 

 

• Early voluntary redemption: the company has the right to early redeem, at its option, all or part of the 
outstanding bonds. 

 

• Voluntary conversion: the bonds are freely convertible, at the option of the bond holder, at any time during their 
term.  A bond can only be converted in whole, and not in part.  Upon conversion of a bond, the accrued but 
unpaid interest on the bonds will be converted into shares of the company.  The company will, however, have 
the right, at its option, to pay all or part of the accrued interest in cash.  The bonds are not mandatory 
convertible. 

 

• Conversion rate: the conversion rate at which the bonds can be converted into new shares shall be equal to the 
higher of: 

 
− the average stock exchange price of the company’s shares during the thirty (30) calendar 

day period preceding the date of issuance of the bonds by the shareholders’ meeting, and 
− the average stock price of the company’s shares during the thirty (30) calendar day period 

preceding the date upon which the bonds will be subscribed to. 
 
• Shares: the shares to be issued upon conversion of the bonds shall be ordinary shares of the company, and 

each share shall represent the same fraction value of the company’s share capital.  The new shares shall 
participate in the company’s profits, if any, as of and for the entire fiscal year in which the shares will be 
issued, in the same manner as the then existing shares of the company.  The shares will not benefit from the 
right of reduced withholding taxes, the so-called VVPR. 
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14.1.4. OVERVIEW OF VOTE-BEARING SECURITIES 

 
The table below provides an overview as per the date of this annual report of the voting financial instruments, whether 
or not representing the share capital of Real Software (within the meaning of the Belgian Act of March 2, 1989 on the 
disclosure of important shareholdings in listed companies and on public take-over bids).  This overview must be read 
together with the notes set forth there under. 
 
 

 Status as per 
February 22 

2006 Note 

   
Actual voting rights attached to:   
 Shares representing the share capital ................................183,487,816  
   
Potential future voting rights attached to 
shares representing the share capital to 
be issued upon: 

  

 Exercise of Warrants 2001 ................................ 285,000 (1) 
 Conversion of G-1 Convertible Bonds................................27,272,727 (2) 
 Exercise of Warrants 2005 ................................ 0 (3) 
 211,045,543  
    
Additional remarks:   
 Potential future voting rights attached to 

shares representing the share capital to 
be issued upon exercise of Warrants 
2001, which have not yet vested, and 
which are still conditional................................

 
 
 

57,000 

 
 
 

(4) 

 Other rights to the acquisition of, or 
subscription to, voting securities, with 
conditional clauses ................................................................

 
- 

 
 

 
 

Notes: 
 
(1) The Warrants 2001 were created by the extraordinary general shareholders’ meeting held on December 21, 2001 

within the framework a share option plan for employees, directors and consultants of the company and its 
affiliated companies.  The warrants have in principle a term of 5 years, starting as of December 21, 2001.  In 
principle, the warrants only be exercised between April 1and 15, June 1 and 15, September 1 and 15, and 
December 1 and 15.  The Nomination and Remuneration Committee of the company is responsible for 
administering the share option scheme, and is amongst other things authorized to select participants in the 
scheme and to define the conditions under which the warrants are allocated.  When warrants are offered to a 
participating beneficiary, the warrants are in principle only finally acquired by him (i.e. vested) a certain time after 
the offering and subject to certain conditions, including the continuation of the participant’s employment 
agreement, director’s mandate or consultancy agreement with the company or one of its affiliates.  Under certain 
conditions the warrants (whether vested or unvested) expire in the event of the termination of the participant’s 
employment agreement, director’s mandate or consultancy agreement. 

 
2,186,845 warrants have been created.  1,933,345 warrants have already been allocated and 253,500 warrants 
were either never granted (99,500) or at one time refused (154,000).  Today, according the provisions of the 
Warrants 2001 Plan, these 253,500 warrants can no longer be granted and should be considered expired. The 
same goes for the 1,206,845 warrants granted to Theo Dilissen of which the general shareholder meeting of 29 
March 2005 accepted the cancellation.  Furthermore, 384,500 warrants granted to management have already 
expired.   
 
Of the allocated and not yet expired warrants, i.e. 342,000 (1,993,345 – 1,206,845 – 384,500) 285,000 have 
vested and have become exercisable in accordance with the issuance and exercise conditions. These 285,500 
warrants represent potential, unconditional voting rights. 

 
(2) 1,500 G-1 Convertible Bonds have been created by the extraordinary general shareholders’ meeting held on 

March 29, 2005 within the framework of the restructuring of the Company.  In principle, the G-1 Convertible 
Bonds have a term of 5 years as of March 29, 2005.  However, the Company has the right to early redeem, at its 
option, all or part of the outstanding G-1 Convertible Bonds.  Furthermore, the G-1 Convertible Bonds are freely 
convertible into shares of the Company, at the option of the bond holder, at any time during their term at a 
conversion rate equal to € 0.55. 
 
For the calculation of the number of shares to be issued upon conversion, it has been assumed that all G-1 
Convertible Bonds will be converted at the same time.  Furthermore, it has been assumed that the Company will 
not have redeemed any G-1 Convertible Bond prior to conversion.  Finally, no applicable interest has been taken 
into account. 
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(3) The Warrants 2005 were created in the framework of the authorized capital by the board of directors on July 28, 

2005 within the framework a share option plan for employees of the company.  The warrants have in principle a 
term of 5 years, starting as of July 28, 2005.  In principle, the warrants only be exercised between April 1and 15, 
June 1 and 15, September 1 and 15, and December 1 and 15.  The Nomination and Remuneration Committee of 
the company is responsible for administering the share option scheme, and is amongst other things authorized to 
select participants in the scheme and to define the conditions under which the warrants are allocated.  When 
warrants are offered to a participating beneficiary, the warrants are in principle only finally acquired by him (i.e. 
vested) a certain time after the offering and subject to certain conditions, including the continuation of the 
participant’s employment agreement with the company.  Under certain conditions the warrants (whether vested 
or unvested) expire in the event of the termination of the participant’s employment agreement. 

 
2,872,943 Warrants 2005 have been created and granted, but no warrants were accepted; no potential future 
voting rights are therefore taken into account for the transparency denominator.  
 

(4) Of the 342,000 Warrants 2001 that are allocated and have not expired, 57,000 have not yet vested and represent 
potential but conditional voting rights (and are not taken into account for the transparency denominator) 

 

14.1.5. AUTHORIZED CAPITAL 

 
The board of directors may, within the limits of its powers and within the authorized capital, issue shares, with or 
without voting rights or with the same or different rights, either preferential or otherwise, as those linked to the existing 
shares in the company, warrants or convertible bonds. 
 
The authority of the board of directors within the authorized capital is applicable not only for increases in capital by 
contribution in cash by the existing shareholders in accordance with their preferential right, but also for increases in 
capital by contribution in kind and increases in capital by contribution in cash with limitation or withdrawal of the 
preferential right of the shareholders, even in favour of persons who are not employees of Real Software or its 
subsidiaries. 

At the extraordinary general shareholders’ meeting held on April 6, 2004, the board of directors has been authorized to 
increase the Company’s share capital with a maximum amount of €11,398,141.42 within the framework of the 
authorized capital (‘toegestaan kapitaal / capital autorisé’).  This authorization has been inserted as article 6 of Real 
Software’s articles of association.  The authorization is valid for a term of five (5) years as of the publication thereof in 
the annexes to the Belgian Official Gazette.  The authorization has been published in the annexes to the Belgian Official 
Gazette on May 7, 2004.   

 
The same extraordinary general shareholders’ meeting also authorized the board of directors to increase the company’s 
share capital through contributions in kind or through contributions in cash with cancellation of the preferential 
subscription right of the shareholders, even for the benefit of the persons who are not members of Real Software’s 
personnel, in the event the board of directors is notified by the Belgian Banking, Finance and Insurance Commission of 
a public take-over bid on the company’s securities.  This authorization is valid for a term of three (3) years as of April 6, 
2004. 

 
The table below summarizes the transactions that the board of directors has already carried out within the framework 
of the authorized capital. 
 
 

Date 
 
 

Transaction 
 
 

 
Number of 

shares 
issued or to 
be issued 

Issuance 
price per  
share (€) 

 

Capital 
increase 

(€) 
 

Issuance 
premium 

(€) 
 

Authorized 
Capital 

following the 
transaction 

(€) 

April 25, 2005................................Capital increase through 
contribution in kind of a 
receivable of €800,000.00 

1,600,000 0.50 100,512 699,488 11,297,629.42 

July 28, 2005 Capital increase under the 
condition precedent of 
exercise of the Warrants 2005 

2,872,943 0.50 180,478.28 1,255,993.2
2 

11,117,151.14 

 Total ................................ 4,472,943  280,990.28 1,955,481.2
2 

 

 

As at the date of this annual report, the board of directors has still the authority to increase the company’s share capital 
with a maximum amount of €11,117,151.14, excluding issuance premiums, if any.  This enables the board of directors 
to issue a maximum of 176,968,340 shares (at a fraction value of €0.06282 per share to be allocated to the company’s 
share capital, and excluding issuance premiums, if any). 
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14.1.6. HISTORY OF THE SHARE CAPITAL 

 
The table below gives an overview of the history of the share capital and the shares of Real Software since April 28, 
2000.  The overview should be read together with the notes set out below the table.    
 
For sake of comparability, amounts in Belgian francs have been converted into euros at the official exchange rate of 
BEF 40.3399 per €1.00. 
 

Date 
 

Transaction 
 

Number of 
shares 
issued 

Issue price 
per share (in 

euros) 

Increase in 
capital 2 

(in euros) 

Capital after 
the 

transaction 
(in euros) 

Shares after 
the 

transaction 

28 April 2000 Conversion of 240 ACBs 2,400 35,57 150,75 884,377,57 14,077,338 

277,641 62,50 17,441,41 901,818,98 14,354,979 Increase in capital by a 
contribution upon acquisition 
of shares in Sycron NV 248,444 69,845 15,607,25 917,426,23 14,603,423 

254,895 62,50 16,012,50 933,438,73 14,858,318 

26 June 2000 

Increase in capital by a 
contribution in kind upon 
acquisition of shares in Airial 
Conseil SA 

230,400 67,50 14,473,73 947,912,46 15,088,718 

12 July 2000 Increase in capital after issue 
of an optional dividend 

24,652 60,48 1,548,64 949,461,10 15,113,370 

12 July 2000 Conversion of 5,893 ACBs 58,930 35,57 3,701,76 953,162,86 15,172,300 

17 July 2000 Conversion of 365 ACBs 3,650 35,57 9,249,10 953,392,14 15,175,950 

17 August 2000 Conversion of 4,462 ACBs 44,620 35,57 2,802,86 956,195,00 15,220,570 

28 June 2001 Increase in capital by a 
contribution in kind of shares 
in ESCI-Belgium NV 

228,470 6,3445 14,352,49 970,547,49 15,449,040 

Contribution in kind of a debt 
claim of Mr Bruce Evans 
against Real Software  
amounting to USD 233,334  

47,940 5,4668 3,011,59 973,559,08 15,496,980 

25 October 
2001 

Increase in capital by a 
contribution in kind of shares 
in Meta Software Company NV 

458,926 5,4668 28,829,73 1,002,388,81 15,955,906 

Conversion of interest on ACBs 
of 23 July 2001 

89,430 5,63 5,617,99 1,008,006,80 16,045,336 

Increase in capital by a 
contribution in kind of shares 
in ESCI-Belgium NV 

258,400 5,63 16,232,69 1,024,239,49 16,303,736 

Increase in capital by a 
contribution in kind of shares 
in Full Speed Systems AG 

1,084,956 5,63 68,156,94 1,092,396,43 17,388,692 

Increase in capital by a 
contribution in kind of shares 
(and profit shares) in Connect 
Automation International NV 

1,541,079 5,63 98,810,58 1,189,207,01 18,929,771 

21 December 
2001 

Increase in capital by a 
contribution in kind of shares 
in ASQ NV 

2,463,200 5,63 154,738,22 1,343,945,23 21,392,971 

                                                 
2 Excluding share premiums (the difference between the price paid per share and the proportion of the price that was allocated to share 
capital). 
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Date 
 

Transaction 
 

Number of 
shares 
issued 

Issue price 
per share (in 

euros) 

Increase in 
capital 2 

(in euros) 

Capital after 
the 

transaction 
(in euros) 

Shares after 
the 

transaction 

Increase in capital by a 
contribution in kind of shares 
in ASQ West NV 

34,712 5,63 2,180,61 1,346,125,84 21,427,683 

Increase in capital by a 
contribution in kind of shares 
in OrbIT-S NV 

892,462 5,63 56,064,46 1,402,190,30 22,320,145 

Increase in capital by a 
contribution in kind of shares 
in Real Solutions SA 

1,920,195 5,63 120,626,65 1,522,816,95 24,240,340 

26 March 2002 Increase in capital by exercise 
of warrants of 30 April 1997 

481,590 1,722 30,253,48 1,533,070,48 24,721,930 

30 April 2002 Increase in capital by a 
contribution in kind of shares 
in Real Solutions SA by 
managers  

433,232 5,54 27,215,63 1,580,286,06 25,155,162 

8 May 2002 Increase in capital by exercise 
of warrants of 30 April 1997 

233,980 1,722 14,698,62 1,594,984,68 25,389,142 

5 August 2002 Conversion of interest on ACBs 
of 23 July 2002 

89,430 5,63 5,617,99 1,600,602,67 25,478,572 

31 December 
2002 

Increase in capital by a 
contribution in kind of 
software by Synes 

170,807 1,61 10,730,10 1,611,332,77 25,649,379 

31 December 
2002 

Increase in capital by a 
contribution in kind of debt 
claims on the part of former 
shareholders of Real Solutions 
SA 

4,794,524 1,61 301,192,00 1,912,524,77 30,443,903 

6 April 2004 Increase in capital by the 
contribution in kind of a debt 
claim on the part of Gores 
against Real Software for 
€157,036,633.13  

150,996,763 1.04 9,485,616.66 11,398,141.42 181,440,666 

5 August 2004 Conversion of 825 ACBs 8,250 35.57 518.27 11,398,659.69 181,448,916 

25 April 2005 Increase in capital by a 
contribution in kind of debt 
claims on the part of Mr. Rudy 
Hageman and Indi NV against 
Real Software for € 800.000 

1,600,000 0.50 100,512 11,499,171.69 183,048,916 

28 July 2005 Conversion of remaining 
43,890 ACB’s 

438,900 35.57 27,571.70 11,526,743.39 183,487,816 
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15. INVESTOR RELATIONS  
 

All information regarding “Investor relations” can be consulted on Real Software’s website 
www.realsoftware.be/Investor/fincal.htm 

FINANCIAL CALENDAR 2006 

• Announcement year results 2005: 23 February 2006  
• General Assembly: 28 March 2006 
• Trading update Q1: 11 May 2006 
• Announcement half year results 2006: 31 August 2006 
• Trading update Q3 2006: 16 November 2006 
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16. COMPANY DOCUMENTS AND OTHER INFORMATION 
 

16.1. GENERAL 

 
Real Software must file its (restated and amended) articles of association and all other deeds that are to be published in 
the annexes to the Belgian Official Gazette with the clerk’s office of the Commercial Court of Antwerp (Belgium), where 
they are available to the public.  A copy of the company’s articles of association is also available on the company’s 
website. 
 
In accordance with Belgian law, the company must prepare annual audited statutory and consolidated financial 
statements.  The annual statutory and consolidated financial statements and the reports of the board of directors and 
statutory auditor relating thereto are filed with the Belgian National Bank, where they are available to the public.  
Furthermore, as a listed company, Real Software has to publish summaries of its annual and semi-annual financial 
statements.  These summaries will generally be published in the Belgian press in the form of a press release.  Copies 
are also available on the company’s website. 
 
The company will also have to disclose price-sensitive information and certain other information for its shareholders.  In 
accordance with the Belgian Royal Decree of 31 March 2003 (as amended) relating to the obligations of issuers of 
financial instruments admitted to trading on a Belgian regulated market, such information and documentation will be 
made available through the Belgian press, the company’s website, the communication channels of Euronext Brussels or 
a combination of these media. 
 
The company’s website can be found at www.realsoftware.be.  
 

16.2. DEED OF INCORPORATION AND ARTICLES OF ASSOCIATION OF REA L SOFTWARE 

16.2.1. CORPORATE PURPOSE OF THE COMPANY 

The corporate purpose of Real Software  is set forth in article 4 of the articles of association of the company, and reads 
as follows: 
 

“The company has as its corporate purpose:  
All commercial, industrial and financial transactions in relation to or connected with carrying out any activity in 
relation to computers and software for customers in Belgium or abroad; all transactions in relation to import, 
equipment, building, purchase and sale, management of agencies, letting and rental, transportation and 
storage, operation and transformation of computers and software, accessories, materials and all objects 
directly or indirectly associated therewith or which are, by their nature, liable to promote their activity; 
provision of services for the execution, using computers and software, of all transactions for Belgian or foreign 
customers, creating programmes for computers and software; purchases and sales of such programmes, both 
in Belgium and abroad; the study, testing and repair of all computers and software; it will be able to provide 
information, details and instructions in connection with these facilities; it will not only be able to act in its own 
name and on its own account but also as a broker, intermediary or representative for transactions which are 
mentioned in its object. The company may also receive assignments and terms of office which permit it to 
assess the administrative, financial, accounting and commercial problems of other companies and to perform 
day-to-day management tasks connected with these areas. The company may also engage in the lending out 
of services and personnel to any other companies that request this, in any field, within the scope covered by 
the word “service”. The provision of services, whether or not performed by its own personnel, with a view to 
assisting private individuals, companies from the public and private sectors and public and semi-governmental 
institutions in the performance of their tasks. And, in general terms, all transactions directly related to the 
above-mentioned objects. The summary given above of these objects being intended to define their scope 
only. 
 
The company may perform all commercial and industrial transactions, and transactions relating to movable 
and real estate, that are directly or indirectly related to its objects, in Belgium or abroad. The company may 
acquire stakes by means of entering into partnership with, acquiring shares in, merging with, subscribing to or 
otherwise associating with any company, association or partnership whose object is related to its own object, 
or is likely to contribute to the achievement thereof. It may provide security or a pledge for such a company, 
grant advances and loans, provide mortgage or other guarantees.” 
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16.2.2. PROVISIONS OF THE ARTICLES OF ASSOCIATION WITH RESPECT TO THE MEMBERS OF THE 
ADMINISTRATIVE, MANAGEMENT AND SUPERVISORY BODIES 

The articles 15 to 19 of the articles of association of Real Software set forth the rules that govern the management of 
the company. Aforementioned articles describe the number of the members of the board of directors, appointment and 
dismissal of the board of directors, assignment of the board of directors, functioning of the board of directors, 
competence and external representation authority of the board of directors.  
 
For a summary on the relevant provisions of the articles of association relating to the board of directors of the 
company, reference is made to Section 6 and 8.  
 
Furthermore, the articles of association of the company do not contain any specific provisions on any administrative, 
management and supervisory body of the company.  
 

16.2.3. DESCRIPTION OF THE RIGHTS ATTACHED TO THE SHARES 

16.2.3.1. Voting rights 

Each shareholder in Real Software is entitled to one vote per share, without prejudice to specific restrictions of 
shareholders’ voting rights set out in the articles of association of Real Software and the Belgian Company Code.  The 
voting right may be suspended with regard to shares : 
 

- which are not fully paid up, notwithstanding the request thereto from the company’s board of directors, 
 

- to which, for whatever reason, more than one person is entitled, except in the event a single representative 
has been appointed for the exercise of the voting right, which person may either be one of those holding 
rights to the share or someone who satisfies the conditions for participating in the meeting as a proxy, 
 

- which entitle their holder to voting rights above a threshold of 3%, and thereafter of 5%, or any multiple of 
5% of the total number of voting rights attached to securities in the company on the date of the relevant 
shareholders’ meeting, except in the event the relevant shareholder has informed Real Software and the 
Banking, Finance and Insurance Commission at least 20 days prior to the date of the general shareholders’ 
meeting on which he or she wishes to vote (see also Section 10), and 
 

- of which the voting right  was suspended by a competent court. 
 

Generally, the shareholders have sole authority with respect to:  
 

- approve the company’s statutory annual accounts;  
- appoint and dismiss directors and the statutory auditor;  
- discharge the directors and statutory auditor of liability;  
- determine the remuneration payable to the directors and statutory auditor for the performance of their duties;  
- distribute the profits;  
- institute liability claims against the directors;  
- take decisions regarding the dissolution or merger of the company and certain other forms of reorganization; 

and  
-  amend the Articles of Association. 

 

16.2.3.2. Right to participate and vote at general shareholders’ meetings 

Annual general shareholders’ meeting − The annual general shareholders’ meeting  is held in the municipality in which 
the registered office of Real Software is located (or at the place mentioned in the convocation notice for the annual 
general shareholders’ meeting), each year on the last Tuesday of March at 4:00 pm.  During the annual general 
shareholders’ meeting, the board of directors submits the audited statutory and consolidated annual accounts, together 
with the statutory and consolidated annual report of the board of directors and the related external auditor’s reports.  
The general meeting then deliberates on the approval of the statutory annual accounts, the proposed allocation of the 
company’s profit or loss, the discharge from liability of the directors and statutory auditor, and, when applicable, the 
appointment or dismissal of the directors and statutory auditor. 

 
Special and extraordinary general shareholders’ meetings − The board of directors or the statutory auditor can at any 
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time when the interests of the company so requires, convene a special or extraordinary general shareholders’ meeting .  
Such shareholders’ meetings should also be convened every time one or more shareholders representing at least 20% 
of the company’s share capital so request.  

 
Notice convening the  general meeting − The notice convening the general shareholders’ meeting must indicate the 
place, date and time of the meeting, together with the agenda and the proposed resolutions which will be voted on.  
Deliberations on items that are not mentioned on the agenda will not be valid unless all shareholdes are present or 
represented and unanimously resolve to place the said items on the agenda. The notice must be published at least once 
in the Belgisch Staatsblad (at least 24 days prior to the meeting, or, if a new notice is required and the date of the 
second meeting has been mentioned in the first notice, at least 17 days prior to the meeting).  The notice must also be 
published in a newspaper with nationwide distribution at least 24 days prior to the meeting, or, if a new notice is 
required and the date of the second meeting has been mentioned in the first notice, at least 17 days prior to the 
meeting.  The holders of registered securities shall, where necessary, be notified by letter at least 15 days prior to the 
meeting.   

 
Formalities to attend the general meeting − In order to attend the general shareholders’ meeting , holders of 
dematerialized bearer securities must deposit, at the latest on the third working day (not including Saturdays) prior to 
the meeting, a certificate issued by a recognized account holder with the clearing agency for the company’s security or 
the clearing agency itself at the company’s registered office or at any other place indicated in the notice of the meeting 
confirming the number of securities that have been registered in the name of the holder and stating the unavailability 
of the securities until after the date of the general meeting.  The holders of bearer securities in physical form should 
deposit their securities by the same deadline at the company’s registered office or at any other place indicated in the 
notice convening  the meeting.  The holders of registered securities must be registered in the relevant register 
bookand, where applicable, can be requestedto inform the board of directors on the third working day at the latest (not 
including Saturdays) prior the meeting of their intention to attend the meeting. 

 
Powers of attorney − Each shareholder has the right to attend the shareholders’ meeting  and to vote at the general 
shareholders’ meeting either in person or by virtue of a proxy,. The board of directors can request the shareholders, if 
necessary, to use a model power of attorney (with voting instructions), which must be deposited at the company’s 
registered office at least five business days prior to the date of the meeting. 

 
Quorum and majorities − In general, there is no quorum requirement for a general shareholders’ meeting, and 
decisions are passed by a simple majority of votes of the shares present and represented.   

 
Capital increases not decided  by the board of directors within the framework of the authorized capital, resolutions 
regarding dissolution, mergers and certain other  reorganizations of the company, amendments to the articles of 
association (other than an amendment of the corporate purpose), and certain other matters referred to in the Belgian 
Company Code do not only require the presence or representation of a quorum of at least 50% of the company’s share 
capital, but also the approval of at least 75% of the votes cast. Any amendment to the company’s corporate purpose 
requires the approval of at least 80% of the votes cast at the general shareholders’ meeting, which can in principle only 
validly pass such resolution if a double quorum of at least  50% of the company’s share capital and at least 50% of the 
profit certificates,  if any, are present or represented. In the event the quorum requirements are not fulfilled during the 
first meeting, a second meeting needs to be convened throughnew notice, in which case this second, new general 
meeting may validly deliberate and decide, irrespective of whether a quorum is present or represented. 
 

16.2.3.3. Dividends 

 
Reference is made to Section 12. 
 

16.2.3.4. Rights regarding liquidation 

 
Real Software can be dissolved by a resolution of the shareholders passed with a majority of at least 75% of the votes 
cast at an extraordinary general shareholders’ meeting , at which at least 50% of the share capital is present or 
represented. 
 
If, as a result of losses incurred, the ratio of the company’s net assets (as defined by Belgian legal and accounting 
rules) to its share capital is less than 50%, the board of directors should, within two months of the date on which it 
discovered or should have discovered this undercapitalization, convene a shareholders’ meeting , at which the Board 
must propose either the dissolution of the company or other measures  for the continuation of the 
company.  Shareholders representing at least 75% of the votes validly cast at this meeting, at which 50% of the 
outstanding share capital of the company must be present or represented, may instruct the board of directors either to 
continue running the company or to dissolve it.  
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If, as a result of losses incurred, the ratio of the company's net assets to its share capital is less than 25%, the same 
procedure should be followed, it being understoord that a resolution for the dissolution of the company can only be 
passed in the event it is approved by 25% of the votes cast at the meeting. If the company’s net assets have fallen 
below €61,500, each interested party is entitled to request  the competent Belgian court to dissolve the company. In 
that event, the company may present a plan for the continuation of its activities. The court can order the dissolution of 
the company, or grant the company a grace period within which the company is to remedy the situation. 
 
If the company is dissolved, the assets or the proceeds from the sale of the remaining assets must, after payment of all 
debts, liquidation fees and taxes, be distributed on an equal basis to the shareholders, taking into account any 
preferential rights with regard to the liquidation of share having such rights. Upon the date of this document, there are 
no shares that havesuch preferential rights with respect to liquidation.   
 
 

16.2.4. CHANGES TO THE COMPANY’S SHARE CAPITAL 

 
Article 8 and 9 of the company’s articles of association contain specific provisions that relate to the increase or decrease 
of the company’s share capital.  Such provisions are, however, quite similar to the rules as set forth in the Belgian 
Company Code. Please find hereinafter a brief summary of the provisions regarding the change of the share capital of 
Real Software.  
 
Changes to the company’s capital decided by the shareholders − The general shareholders’ meeting can decide to 
increase or decrease the company’s share capital at any time.  Such resolutionmust satisfy the quorum and majority 
requirements which apply to amendments to the articles of association.  
 
Capital increases by the board of directors − In accordance with the Belgian Company Code, the general 
shareholders’meeting can, subject to the same quorum and majority requirements, authorize the board of directors to 
increase the company’s share capital within certain limits without any further approval of the shareholders.  This is the 
so-called “authorized capital”. This authorization should be limited in time (the authority can only be granted for a 
renewable period of maximm five years) and in scope (the authorized capital may not exceed the amount of the 
company’s share capital).  On April 6, 2004 the board of directors of Real Software was authorized to increase the share 
capital of the company within the limits of its authorized capital of the company (the notarial deed in that respect has 
been published in the annexes to the Belgian Official Gazette of on 7 May 2004).  These powers are further discussed in 
Section 14.1.5. 
 
Preferential subscription right - In the event of a capital increase in cash, or an issue of convertible bonds or warrants, 
the existing shareholders have a preferential subscription right to subscribe to the new shares, convertible bonds or 
warrants, pro rata  of the part of the the the share capital represented by their shares.  The preferential subscription 
right can be exercised during a period of fifteen (15) days following the opening of the subscription.  
 
In the event of a capital increase in cash, or an issue of convertible bonds or warrants, which has been decided on by 
the general shareholders’ meeting, the shareholders may resolve to limit or cancel their preferential subscription 
right.  Such resolution must satisfy the same quorum and majority requirements as the resolution to increase the share 
capital.  The shareholders can also resolve to authorize the board of directors to limit or cancel the preferential 
subscription right at the occasion of the issuance of securities within the framework of the authorized capital, subject to 
compliance with the conditions set out in the Belgian Company Code. 
 
In principle, the authorization of the board of directors to increase the capital subscribed to through contributions in 
cash with cancellation or limitation of the preferential subscription right of the existing shareholders will be suspended 
as of the notification to the company by the Banking, Finance and Insurance Commission  of a public takeover bid 
relating to its securities. The general shareholders’ meeting can, however, authorize the board of directors to increase 
the capital by issuing shares which represent no more than 10% of the company’s outstanding shares at the time of 
such a public akeover bid. Such authorization has also been granted to the board of directors of Real Software, as 
described below under “Authorized capital”. 

 

16.2.5. PURCHASE AND SALE OF OWN SHARES 

 
In accordance with the company’s articles of association and the Belgian Company  Code, Real Software can in general 
only purchase and sell its own shares by virtue of a special resolution of the shareholders’ meeting , which has been 
approved by at least 80% of votes validly cast, and subject to a quorum requirement of at least 50% of the share 
capital and at least 50% of the profit certificates, if any.  The shareholders’ approval is not required if the shares are 
acquired by the company in order to offer them  to the personnel. 
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The articles of association also allow the board of directors to purchase or sell shares, but only in cases where such a 
purchase or sale is necessary in order to avert a serious potential disadvantage being incurred by the company.  This 
permission is valid for a period of three years, and was most recently granted by the extraordinary general 
shareholders’ meeting held on April 6, 2004.  
 
In accordance with the Belgian Company Code, an offer to purchase shares should be made to all the company’s 
shareholders under the same conditions, save for  the acquisition through a purchase of shares which has unanimously 
been decided  upon at a shareholeders’ meeting at which all shareholders were present or represented, and save for 
the purchase of shares listed at the Eurolist of Euronext Brussels.  Shares can only be acquired with funds which would 
otherwise be available for distribution as a dividend to the shareholders.  The total amount of redeemed shares held by 
the company can at no time amount to more than 10% of its share capital. 

 
 


