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Interim Report 
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KEY FIGURES Q1 2014 

 
 
 
 

HIGHLIGHTS Q1 2014 
 

• Grew revenue 24.5% compared to same period last year  
 

• Achieved operating profit of NOK 8.5 million, equating to an operating margin of 11.4 %, up from  
NOK 6.1 million and 10.2 % in the same period last year 

 
• Generated cash flow from operations of NOK 0.6 million, with cash and cash equivalents of NOK 9.4 million 

at the end of the quarter 
 

• As a subsequent event of negotiations in Q1, signed a new five-year HR outsourcing agreement in April 
with Statoil ASA for the provision of a broad range of HR functions to their 23’000 employees globally  

 
• Renewed outsourcing contracts with new five-year terms for Relacom, Yara and Gassco 

  
• Implemented payroll services for Telenor in Norway and Denmark 

 
• Strengthened management team with the addition of Otto Lepikkö as VP, Group Operations, and COO 

Peter Gogstad taking on responsibility for expanding the company’s HR Business Consulting practice   
  

Service Excellence,  
Quality-Focused Processes  

and Employees – Our Key Asset 
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2014 – Advancing 
Customer Satisfaction 
and Profitable Growth 

 

“We are ready to advance Zalaris’ proven business model 
in the fast-growing enterprise market for quality outsourced 

HR solutions. It’s ideal timing for our pending IPO on the 
Oslo Stock Exchange as demand continues to rise for the 

service levels and cost savings we consistently deliver.” 
  

Hans-Petter Mellerud, CEO 

 

 
 
 
 
 

 
 
 
 
 
   
   
  
 
Insights from the CEO 
 
Zalaris concluded the first quarter of 2014 slightly 

ahead of our ambitious expectations for the period and 

on track with fiscal objectives for the year. In addition to 

growing revenue 24,5% compared to the same period 

last year, we concurrently increased profitability 39%, 

resulting in annualized run-rate revenue of NOK 296 

million and an operating profit of 11.4%.  

With the intent of listing on the Oslo Stock Exchange in 

June 2014, we converted our 2012 results and 2013 

annual accounts on the basis of International Financial 

Reporting Standards (IFRS). 

We continue to advance our proven business model 

centered on helping clients maximize the value of their 

human capital through excellence in HR processes. 

Zalaris applies the same principles and practices in its 

own organization, which now exceeds 400 heads 

across the Nordics, include Baltics, Poland and India. 

We have an exceptional team with low attrition among 

our most valued contributors. Current focus areas 

include moving more transaction-based processes and 

IT system configuration activities to near-shore and 

offshore operations that maximize cost efficiencies.  

Zalaris’ success relates to many factors, beginning with 

exceptional customer relationships. This foundation 

means ample positive references for prospective 

clients and very high renewal rates for our service 

agreements. Our historically low churn ratio averaged 

just 1,5% of revenue over the past five years. To 

maintain this position, we plan service enhancements 

throughout 2014 and even sharper attention on ways to 

help customers improve their people and processes. 

Corresponding developments included splitting the role 

of our COO, Peter Gogstad, to grow our HR Business 

Consulting unit with emphasis on client and Zalaris 

process improvements, while bringing Otto Lepikkö on 

board as a VP to head up group operations. 

Our HRO and Consulting practices are both fully engaged 

with new large enterprise customers. Telenor Norway and 

Denmark went live on Zalaris SAP systems in February. 

Production start-up is scheduled through September for 

Telenor Sweden and June for TeliaSonera Finland. 

Overall market response to our services remains 

strong. Three global trends contribute to the company’s 

encouraging long-term outlook:  

• Large enterprises recognizing people as their most 

valued asset – investing in and improving HR 

system and process support 

• Multinational companies increasingly seeking 

solutions that enable consistent HCM standards, 

best practices and processes across borders 

• Realization that outsource specialists like Zalaris 

are better positioned to deliver quality HR services 

at lower costs compared to internal organizations 

These are the types of conclusions that led to our 

landmark agreement in April with Statoil – a leading 

Norway-based global energy supplier – to deliver a 

broad range of HR services to their 23’000 employees 

worldwide. Zalaris beat several large competitors for the 

business, which includes transfer of approximately 30 

Statoil employees to Zalaris. As a result, we are 

establishing a new service center in Stavanger focused 

on services to the North Sea oil and offshore industry. 

Our pipeline of new potential large customers remains 

solid, and we are on track to reach our sales target for 

the year. We look forward to a record-breaking year! 

 
Hans-Petter Mellerud, CEO 
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Revenue and Profit/Loss 
 
Revenue 

Total revenue amounted to NOK 74.1 million in Q1 2014, an increase of 
24.5 % compared to the same period in 2013. 
 
Zalaris' revenue related to the HR Outsourcing business increased 30% 
compared to Q1 2013. Note that revenue increased 23% between Q2 
and Q3 of 2013 due to several new large contracts in the Nordics 
(Elkjøp, Telenor, Teliasonera). 
 
Q1 2014 revenues are 5% higher compared to Q4 2013 – partly due to 
normal seasonal variation for delivery of annual statements and also 
due to increased invoicing for existing customers in transition to the 
Zalaris platform. 
 
Consulting revenue per quarter remained stable between 3-5 MNOK in 
2013, but decreased to 2,4 MNOK in Q1 2014. For Q1 2014, the group 
faced high usage of consulting capacity in implementation projects for 
new customers, which limited external selling by the Consulting unit. 
 
 

Profit/loss 
Group operating profit amounted to NOK 8,5 million in the first quarter, 
equivalent to an operating margin of 11.4 %, gaining NOK 2.4 million 
compared to the same period last year. 
 
Net financial items for the first quarter amounted to NOK -0.3 million. 
Profit after tax increased to NOK 6.0 million for the same period. 
Equivalent figures for the first quarter of 2013 were net financial NOK 
0.4 million and profit after tax NOK 4.1 million. 
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Revenue per region 
 
Business unit – HR Outsourcing 
Zalaris is a business experiencing continuous growth. The Group 
currently has offices covering the Nordics, Baltics and Poland. In the 
first quarter of 2014, 97% of the total revenue was generated in the 
Group’s HR Outsourcing business unit. This represents a 4% increase 
compared to the same period in 2013.   
 
In Q1 2014, 99% of Zalaris’ operation revenues resulted from our Nordic 
subsidiaries with the following split: Norway 42%, Sweden 24%, 
Denmark 19% and Finland 15%. 
 
Compared to Q4 2013, Q1 2014 revenue remained relatively stable for 
Norway while it increased approximately 10% for the other countries. 
This is partly due to normal seasonal variation for delivery of year-end 
work as well as increased revenue for customers in the transition phase. 
 
 
 
 
 
 

 
 
 
 
 
Business unit - Consulting 
The contribution to total external revenue from the Consulting business 
unit was 3% in the first quarter of 2014, amounting to NOK 2.4 million. 
This is a decrease from the same period last year in which the 
contribution to total external revenue amounted to NOK 4.3 million or 
7% of total revenue for the Group.  
 
The consulting revenue in Q1 2014 decreased in all the Nordic countries 
compared to Q1 2013. This is caused by the high utilization of 
consulting capacity on new HR outsourcing contracts. 
 
In Q1 2014, the consulting unit in Poland signed a contract for 
consulting services with a large global energy company. 
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Employees 
 
The Group had a headcount of 401 (of which 368 were employed by 
Zalaris), equivalent to an increase of 25% from 321 (of which 293 
employed by Zalaris) at the end of Q1 2013. The number of FTEs (Full 
Time Equivalents) at the end of Q1 2014 was 375, compared to 281 
FTEs at the end of Q1 2013. 
 
The increase in the number of resources in the HR Outsourcing 
business unit is a consequence of growth through outsourcing 
agreements with new customers. New HR Outsourcing contracts in 
Finland, Norway, Sweden and Poland included people transfer after Q1 
2013.  
 
Headcount in the Consulting business unit increased by 28 to 79 
employees at end of Q1 2014. The growth is primarily from expansion of 
HR outsourcing services for customers in Poland and in the Baltics, 
resulting in Zalaris needing to strengthen the local consulting capacity. 
The Nordic countries, except for Denmark, which built up a new 
consulting group after Q1 2013, have had moderate consultant growth 
from Q1 2013 to Q1 2014. 
 

 
 
Cash flow and investments 
 
Cash flow from operating activities amounted to NOK 0.6 million (NOK 
0.5 million 2013) for the first quarter. Included in this number are the 
costs of activities related to customer implementation projects from new 
outsourcing contracts amounting to -10.5 million (NOK -8.9 million 
2013). 
 
Cash and cash equivalents amounted to NOK 9.4 million (NOK 6.4 
million 2013) at the end of the quarter. The Group has a credit facility of 
NOK 15 million. At the end of the quarter, the Group had an unused 
credit facility of NOK 14.5 million.  
 
The Group made investments of NOK 1.3 million during the quarter. The 
investments relate to IT functionality for improve the efficiency in service 
operations as well as new product development.  
 
 

Equity 
 
The equity by the end of the first quarter was NOK 45.7 million, which 
corresponds to an equity ratio of 36.3%. The equity by the end of first 
quarter 2013 was NOK 30.4 million, equivalent to 30.8%.  
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Target Compliance and Outlook 
 
Long-term ambition 
 
Zalaris’ ambition for the next three years is to maintain the growth rate achieved over the last years. This will 
result in better profitability and cash flow from improved utilization of existing infrastructure and operations. 
Focus will remain on increasing recurring revenue in the HR Outsourcing business while maintaining the 
revenue in our Consulting business. 
 
The Group will continue to concentrate on organic growth. An important driver is to keep a low churn rate 
through high focus on customer satisfaction. We expect the growth rate to vary between the quarters depending 
on the timing of new deals signed. Our aim is to improve our profitability through continous focus on automation 
and increased usage of low-cost near- and offshore resources to deliver routine tasks. 
 
 

Target Compliance for the first quarter of 2014 
 
For the first quarter of 2014, the Group is slightly above both expected revenues and operating profits. 
 
 

Outlook for 2014 
 
We expect Zalaris to continue its profitable growth in 2014. 

 
 

 
 

Oslo, May 23, 2014 
Board of Directors 

 
 

 
 
 

This interim report was not reviewed by  
the Company’s auditors 
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Interim consolidated condensed financial statements 
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Notes to the interim consolidated condensed financial statements 
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The quarter in pictures 
 

 
 
 

Zalaris becomes sponsor company 
for AKTIV against cancer 

 
Zalaris wins SAP Innovation 
Partner 2013 award 

Successful Go-Live for Telenor in 
Denmark and Norway 

 
Zalaris announces New Cloud based 
Personnel Document Archiving 
Solution 

 
Zalaris’ employee, Undine 
Balode, awarded ‘Best Pop Rock 
album’ in Latvia for her band ‘The 
Sound Poets’ 

 
Statoil chooses Zalaris to deliver 
HR Services 
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For questions, please contact 
 
Nina Stemshaug 
CFO 
nina.stemshaug@zalaris.com   
+47 982 60 394 
 
Hans-Petter Mellerud 
CEO 
hans-petter.mellerud@zalaris.com   
+47 928 97 276 
 
Zalaris ASA 
Hovfaret 4B 
0275 Oslo 
Norway 

Financial information 
 
Interim report April – June    August 22, 2014 
Interim report July – September   October 23, 2014 
 
All financial information is published at Zalaris’ website 
www.zalaris.com investor relations. 
 
Financial reports can also be ordered from  
Zalaris ASA 
PO Box1053 Hoff 
0218 Oslo 
Norway 
 
or by e-mail: ir@zalaris.com  
 


