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3.2.2 Tangible assets

Tangible assets are valuated at purchase price including the expenses incidential hereto or at production cost. 
Tangible assets are depreciated following their estimated useful lives. Items with an individual cost under EUR 
870.00 are capitalised and written off in full in the year of acquisition. 

Annual rates of depreciation are applied under the straight-line method as follows:

Depreciation rates

Aircraft 6.66 % to 10.00 %

Buildings 4.00 % to 20.00 %

Plant, machinery and equipment 10.00 % to 20.00 %

Fixtures, fittings, tooling and furniture 10.00 % to 33.33 %

An additional write-off is made as soon as the Company considered a permanent impairment on a tangible 
asset in order to properly reflect this loss. These additional write-offs are reversed as soon as the reasons  
generating the write-off have ceased to exist.

3.2.3 Financial assets

Shares in affiliated undertakings, participating interest and securities having the character of a financial asset 
are individually evaluated at the lower of purchase price or at the value estimated by the Board of Directors, 
without compensating neither individual capital gains nor capital losses.

Loans shown under “Financial assets” are recorded at their nominal value. A value adjustment is recorded when 
the market value is lower than the nominal value.

3.2.4 Stocks of raw material and consumables

Stocks of raw material and consumables are valuated at the lower of purchase cost computed on the weighted 
average cost based on market value. Consumable stocks consist of fuel, lubricants, food and miscellaneous 
supplies. A value adjustment is recorded when the market value is below book value. These value adjustments 
are not continued if the reason for which the value adjustments were made have ceased.

3.2.5 Current debtors

Debtors are valuated at their nominal value. They are subject to value adjustments when their recovery is 
compromised. These value adjustments are not continued if the reason for which the value adjustments were 
made have ceased.

Note 1 – General information

The company “Société Luxembourgeoise de Navigation Aérienne S.A. (LUXAIR)”, hereafter the Company, was 
incorporated under the laws of the Grand Duchy of Luxembourg as a limited company on 9 January 1948 for 
an unlimited period. The headquarters are established in Sandweiler and the Company’s financial year starts 
on January 1st and ends on December 31st of each year.

The main activities of the Company are the airline business, transport of passengers and cargo, as well as other 
activities that are directly or indirectly linked to the main activities.

According to the current legislation, parent companies with subsidiaries must prepare consolidated accounts. 
Article 317(3)b) provides that a company may fall outside the consolidation rules if the information necessary 
to prepare consolidated accounts cannot be obtained without disproportionate expense or unjustifiable delay, 
which is the case for Luxair in 2007.

Consolidated accounts will be published in 2008 with comparative figures for 2007.

Note 2 – Comparative financial data

The annuel accounts 2007 and the comparative figures 2006 have been prepared in accordance with Lux-
embourg legal and regulatory requirements. Some reclassifications have been made compared to the 2006 
presentation. Therefore, the 2006 figures have been reclassified in order to grant the comparability of the 
financial data.

Note 3 – Accounting policies

3.1 General principles

The annual accounts have been prepared in accordance with Luxembourg legal and regulatory requirements. 
Accounting policies and valuation rules are, besides the ones laid down by the law, determined and applied 
by the Board of Directors.

3.2 Main valuation rules

The main valuation rules applied by the Company are the following:

3.2.1 Intangible assets

Intangible assets are valuated at purchase price including the expenses incidential hereto or at production cost, 
less cumulated depreciation amounts written off and value adjustements. A straight-line method at a deprecia-
tion rate of 33.33 % is used for software.
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3.2.11 Provisions for aircraft overhaul 

Overhaul costs are spread over the accounting periods to which the overhaul relates using an estimate of 
external costs accrued under “Provisions for aircraft overhaul” on the basis of flight hours and charged to 
operating expenses under “Other external charges”. Provisions are released on completion of the overhaul 
concerned.

3.2.12 Deferred charges and accrued income

This asset item includes expenditures incurred during the financial year but relating to a subsequent financial 
year.

3.2.13 Deferred income and accrued charges

This liability item includes income received during the financial year but relating to a subsequent financial year. 
The majority of this account relates to sold but unused transport tickets.

3.2.14 Value adjustments

Value adjustements are deducted directly from the related asset.

3.2.15 Net turnover

Air transportation revenues are recognised when the transportation service is provided. Corresponding com-
mission costs payable to intermediaries are also recognised on this basis. Unused transport tickets are recog-
nised following a systematic schedule.

Revenues relating to other activities are recognised at the time the service is provided, less sales deductions, 
value added tax and other taxes directly linked to the turnover. 

3.2.6 Transferable securities

Transferable securities are valuated at the lower of purchase cost, expressed in the currency in which the 
annual accounts are prepared. A value adjustment is recorded when the market value is lower than the pur-
chase cost. These value adjustments are not continued if the reason for which the value adjustments were 
made have ceased. The retained market value for transferable securities quoted on a stock market or negoci-
ated on another official market is the lowest historical value.

3.2.7 Holdings in banks, holdings on account and postal cheques, cheques and cash

The line holdings in banks, holdings on account and postal cheques, cheques and cash contains also all cash in 
transit that is not yet reflected on bank accounts.

3.2.8 Foreign exchange

The Company’s accounting reference currency is the euro (EUR) and its annual accounts are expressed in this 
currency. 

Transactions expressed in currencies other than the euro are translated into euro at the exchange rate at the 
time of the transaction.

Monetary assets and liabilities together with balance sheet items maturing in less than one year denominated 
in a foreign currency are translated into euro at the rate prevailing at the balance sheet date.

Realised exchange gains are recognized under “Other operating income” and unrealised exchange gains are 
carried forward under “Deferred Income”. Unrealised exchange losses are recognised as an expense of the 
period under “Other operating charges”.

3.2.9 Derivative financial instruments

The company uses derivative financial instruments such as jet fuel price swaps and collars in order to mitigate 
its exposure to the risk of volatile jet fuel prices and to the US dollar. A provision is entered when the market 
value is lower than the initial value at the end of the year.

3.2.10 Provisions for liabilities and charges 

Provisions for liabilities and charges are intended to cover losses or debts which are clearly defined and which, 
at the date of the balance sheet are either likely to be incurred or certain to be incurred but uncertain as to the 
amount or as to the date on which they will arise.
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Note 4 – Tangible and intangible assets

The movements of the year are as follows:

Concessions and  
licences acquired for 

valuable consideration

Aircraft Land and buildings Plant, machinery  
and equipment

Fixtures, fittings,  
tooling and furniture

Payments on account and 
assets under construction

EUR EUR EUR EUR EUR EUR

Gross book value – opening balance 2,537,531 282,045,636 77,250,403 80,814,070 41,129,623 17,485,672

Additions for the year 65,157 - 4,852,444 3,826,320 4,282,016 3,840,900

Disposals for the year - (31,235,757) - (571,035) (165,145) (13,450,660)

Transfers for the year - - 3,589,701 (276,867) 488,151 (3,800,984)

Gross book value – closing balance 2,602,688 250,809,879 85,692,548 83,792,488 45,734,645 4,074,928

Amortisation – opening balance (2,381,578) (158,306,402) (34,469,099) (67,521,364) (36,964,854) -

Amortisation for the year (133,853) (19,298,689) (3,491,441) (4,283,405) (2,640,587) -

Reversals for the year - 21,374,461 - 438,777 164,905 -

Extraordinary adjustments for the year - 3,474,533 - 113,102 (113,101) -

Amortisation – closing balance (2,515,431) (152,756,097) (37,960,540) (71,252,890) (39,553,637) -

Net book value – closing balance 87,257 98,053,782 47,732,008 12,539,598 6,181,008 4,074,928

Net book value – prior year closing balance 155,953 123,739,234 42,781,304 13,292,706 4,164,770 17,485,672

Exceptional value adjustments of EUR 27,665,086 (2005) and EUR 8,594,594 (2004) respectively have been posted to take into account the fall in the market value of the ERJ135s and ERJ145s. EUR 4,696,314.96 was written back following the sale of  
2 ERJ145s.
In 2007 it was possible to write back part of the 6,731,740.17 provision as a result of the stabilisation of the value of the ERJ145s. Conversely, the provision for the ERJ135s had to be increased and a new provision of EUR 1,280,327.35 had to be set aside 
for the B737-700s.
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Note 5 – Financial assets

The movements of the year are as follows:

Participating interests Receivables on  
affiliated enterprises

Affiliated undertakings Investments held  
as fixed assets

Other long-term 
receivables

Own shares

EUR EUR EUR EUR EUR EUR

Gross book value – opening balance 34,185,949 1,124,625 2,931,809 169,871 620,928 4,635,609

Additions for the year 50,819 15,541,436 9,777,240 30 5,436 -

Disposals of the year - (149,887) - - (527,647) -

Gross book value – closing balance 34,236,768 16,516,174 12,709,049 169,901 98,717 4,635,609

Amounts written-off – opening balance - - - (30,092) (93,013) -

Amounts written back during the year - - - - 93,013 -

Amounts written-off – closing balance - - - (30,092) - -

Net book value – closing balance 34,236,768 16,516,174 12,709,049 139,809 98,717 4,635,609

Net book value – prior year closing balance 34,185,949 1,124,625 2,931,809 139,779 527,915 4,635,609

Organisations in which the Company helds an equity interest of 20 % or more:

Name of company Registered office Equity Interest in Last closing date Shareholders’ equity 
before appropriation

Net profit (loss)

 % EUR EUR

Subsidiary companies:

Air Pub S.à r.l. Niederanven 100 % 31.12.2006 21,798 1,621

Airrest S.A. Niederanven 99 % 31.12.2006 1,121,400 340,518

Luxair Commuter S.A. Sandweiler 99 % 31.12.2006 117,994 2,330

Luxair Finance S.à r.l. Sandweiler 100 % 31.12.2006 2,406,653 80,933

Luxair Cargo Deutschland GmbH Frankfurt 100 % 31.12.2006 426,721 211,323

Luxair Re S.A. Luxembourg 99.96 % 31.12.2006 2,500,000 -

Eurocargo S.A. Sandweiler 100 % 31.12.2006 120,018 463

Associated companies:

Cargolux Airlines International S.A. Niederanven 34.88 % 31.12.2007 417,808,500 -34,401,228

Luxair Executive S.A. Sandweiler 51 % 31.12.2006 357,917 53,543

Luxfuel S.A. Niederanven 40 % 31.12.2006 3,178,472 1,268,451

As regards the holding in Cargolux Airlines International S.A., it should be noted that the company has included in its annual accounts a note relating to its liabilities. This note refers to the various investigations to which it is subject. In this context 
Cargolux has set aside a provision of a total of USD 154.9 million to cover risks associated with legal proceedings initiated by the European Commission against several freight carriers concerning infringement of the rules on agreements in restraint of 
trade and abuse of dominant position. The company faces investigation on the same grounds in the United States and in Canada, but the Cargolux Board of Directors is at this stage unable to quantify sufficiently precisely any impact which may result 
from those investigations.
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Other reserves – special reserve
The Company has accounted for an amount equal to five times the amount of the net worth tax. This reserve 
will not be distributed during five years following its constitution.

Note 8 – Provisions for liabilities and charges

Provisions for pensions and similar obligations 
The provision with respect to the Company’s obligations under its non-contributory post-retirement benefits 
scheme amounts to EUR 20,569,593.

The corresponding reinsurance fund included under “Other debtors” amounts to EUR 5,294,050. 

Provisions for taxation
The provision for taxation represents the estimated tax charge for the year where the final tax assessment has 
not been received yet. Advance payments to the tax authorities for open years not yet assessed are included 
under “Other debtors”.

Other provisions
The “Other provisions” account contains principally the restructuring provision of EUR 2,128,198 (see note 17), 
EUR 1,862,184 for pending litigation, EUR 850,000 in respect of buildings to be constructed by third parties, 
EUR 1,570,000 for current IT projects and EUR 8,574,137 of provisions for operating expenses.

Note 9 – Debts

With the exception of bank debts, all other debts are due within one year. Bank debts are splitted as follows:

2007 2006

Less than  
one year

Between one 
and five years

Over  
five years

Total Total

EUR EUR EUR EUR EUR

Borrowings in respect of aircraft 
purchases 

Boeings 737-700, (LX-LGQ, 
LX-LGR and LX-LGS)

9,000,000 36,000,000 15,750,000 60,750,000 69,750,000

Bombardier Q400 (LX-LGA) 1,000,000 4,000,000 4,500,000 9,500,000 -

Other bank debts - - - - -

Credit line 259,325 - - 259,325 -

Total 10,259,325 40,000,000 20,250,000 70,509,325 69,750,000

Note 6 – Other debtors

This heading may be analysed as follows:

2007 2006

EUR EUR

Reinsurance fund for staff post-retirement benefits scheme (see note 8) 5,294,050 6,701,715

Advance payments of taxes 8,046,000 6,882,473

Other 3,498,362 2,693,883

Total 16,838,412 16,278,071

Note 7 – Shareholders’ equity 

Movements of the year:

Subscribed 
share capital

Legal reserve Reserve for 
own shares

Other  
reserves

Retained 
earnings

Profit for 
the financial 

year

EUR EUR EUR EUR EUR EUR

Balance at 
31.12.2006

13,750,000 1,375,000 4,635,609 192,140,982 6,056,841 16,881,893

Movements  
for the year

19,000,000 (2,118,107) (16,881,893)

Dividend (2,204,642)

Profit for the 
year 2007

18,249,239

Balance at 
31.12.2007

13,750,000 1,375,000 4,635,609 211,140,982 1,734,092 18,249,239

Subscribed share capital
The subscribed and fully paid-in share capital is made up of 110,000 shares of EUR 125 each, totalling EUR 
13,750,000.

Legal reserve
In accordance with Luxembourg corporate law, the Company appropriated over the preceding years a legal 
reserve equal to 10 % of the subscribed share capital. This reserve is not distributable.

Reserve for own shares
In the past, the Company has acquired own shares for a sum amounting to EUR 4,635,609 shown on the assets 
side of the balance sheet. In accordance with Luxembourg corporate law, the Company has created a non-
distributable reserve under the line “Reserve for own shares” with the same amount.
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Note 12 – Directors’ fees

A net total of EUR 74,491 was voted as remuneration payable in respect of the duties performed by the Direc-
tors and the Government Commissioner.

Note 13 – Other operating expenses

2007 2006

EUR EUR

Net worth tax 900,000 900,000

Others 185,479 197,006

Total 1,085,479 1,097,006

Note 14 – Extraordinary income

This heading may be analysed as follows:

2007

EUR

Write-back of ERJ depreciation provision 2,711,130

Distribution of profits of benefits scheme 139,469

Capital gains on sale of aircraft 9,285,703

Reversal of various provisions from previous periods 3,023,313

Total 15,159,615

Note 15 – Extraordinary charges

The “Extraordinary charges” account includes a provision of EUR 0.85 million relating to buildings to be  
constructed by third parties and provision is of EUR 1.22 million for IT projects and an exceptional write-off of 
EUR 1.28 million on a Boeing 737-700.

Note 10 – Net turnover

Analysis by type of business:

2007 2006

EUR EUR

Passenger air transportation 191,050,716 195,646,555

Freight and mail air transportation 273,333 282,103

Other services 212,558,673 198,764,664

Total turnover 403,882,722 394,693,322

The line “Other services” includes the income generated from airport assistance, freight handling and storage, 
tour operating, airport shops sale, catering and others.

Note 11 – Personnel

The average number of staff employed by the Company and expressed in full-time equivalent totals 2,236 
persons and may be analysed as follows:

2007 2006

Ground staff 922 880

Pilots 135 130

Cabin crew 131 126

Manual grades 1,048 1,060

Total 2,236 2,196

Personnel cost can be analysed as follows:

2007 2006

EUR EUR

Salaries 100,328,220 96,137,965

Social security and similar contributions 12,362,663 12,120,680

Complementary pension scheme 3,404,706 2,940,903

Other social charges 57,759 57,470

Total 116,153,348 111,257,018
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Note 16 – Off balance sheet commitments

The financial off balance sheet commitments are as follows:

2007 2006

EUR EUR

Bank guarantees in favour of third parties (Luxair France) 140,092 140,092

Bank guarantees in favour of associated undertakings 173,525 173,525

Firm aircraft orders 0 33,530,389

Currencies bought forward 17,534,565 10,308,385

Jet fuel price swap contracts 19,797,190 14,215,317

Together with other shareholders of Cargolux, the Company put forward a takeover bid to the receiver of 
the Swissair company, in order to acquire the shares of Cargolux currently contained in the aforementioned 
liquidation.

Note 17 – Restructuring provision

In 2005, the company has accounted for restructuring costs amounting to EUR 15 million based on an ongoing  
restructuring plan. A specific additional provision of EUR one million was accounted for in 2006. The balance of 
these provisions as of 31.12.2007 is EUR 2,128,198.


