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What makes Opera unique?
Opera is fueling the omnipresence of the Web. From computers to portable media players, Opera makes the Web a reality on
any device. Take a look at Opera’s current product portfolio and discover the diversity of products using Opera to deliver the best
Internet experience possible.
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Q&A with the CEO
What was the best thing that happened in 2006?
A number of things happened in each of our business units.
Following our decision to go free with our desktop browser
in 2005, we expected revenue to drop in the short term and
increase in the long term. As it turned out, our 2006 results were
better than ever before.
In the Devices business unit at Opera, the Nintendo agreement
was very important for us. Nintendo is an impressive company,
and delivering our browser on their products is a big honor for
us. We’re having a lot of fun working with Nintendo.
The big change on the Mobile side is that more and more people
are realizing that only the full Web on a mobile phone makes
sense [as opposed to limited WAP content]. Last year, we had a
major increase in shipments of mobile phones pre-installed with
Opera Mobile, while Opera Mini allowed us to tap into the mass
market. Interestingly, this includes a lot of people in developing
countries – something which we’re very proud of.

What were the main developments in Opera’s
market?
People want to get online with their portable devices. That’s the
biggest development. As a result, big industry telecom operators such as T-Mobile, Telefónica and KDDI made a push for
mobile browsing. We also see that more and more non-mobile
phones are connected. Just look at the success of Nokia’s Internet Tablet (770 and 800). They’re pure, portable surfing devices.
But there’s a demand for Web access on non-portable entertainment devices too. Nintendo Wii is probably the best example
of how you can access the Web on your TV. The same trend is
occurring with set-top boxes.
Jon S. von Tetzchner, CEO

In what ways did the company deliver on its vision
to provide the best Internet experience on any
device?
Opera continues to deliver on more and more devices. The
Nintendo devices [Nintendo Wii and Nintendo DS] are great
examples of that. They are new categories for Opera and we
are tailoring the Web experience for these devices. We make
the Web work on the dual-screen Nintendo DS, while our zoom
functionality on the Wii allows users to effectively surf on their
TVs. We are always looking for new ways to make a better
Internet experience for our users.

How is Opera positioned for growth in 2007?
Opera is well positioned for growth. The mega trend is that
everything is moving towards the use of Web technology. Opera
has a unique position in this space.

Which geographic region will be more important to
Opera over the next three years - Europe, U.S. or Asia
Pacific?
The real answer is that all the regions are important to us. We
have a significant position in Asia and Europe already, while we
are building our presence in the U.S.

In terms of technology innovations, what were
Opera’s achievements in 2006?

If somebody forced you - at gunpoint - to switch
your PC browser, which browser would it be?

Although we first introduced it in August 2005, I would say that
Opera Mini was our greatest technology innovation last year.
When we made it available on a global scale in January 2006,
it broke completely new ground in the mobile industry. For
the first time, nearly anyone with a mobile phone could access
all their favorite Web pages. Through the year, we also added
new features to the product, including direct photo upload and
secure shopping.

I will never change my browser.

Another important innovation has been Opera Widgets – small
applications that run outside your regular browser window.
Our offering is unique in the sense that one widget can run on
any platform – including a PC, mobile phone and TV. So this is
the embodiment of the “code once, publish everywhere” concept. Our community has created more than 1000 widgets so
far. This interest is also reflected in the business community,
where OEMs and operators are working with us to find ways to
implement this technology on portable devices.
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Opera 2006 milestones

Opera for Desktop

24 January

5 September

Opera Software announces
worldwide release of Opera Mini

Opera 9 for Devices released

21 September
20 February

Opera renews contract with KDDI

Opera Software opens a
development office in India

11 November

8 March
T-Mobile includes Opera Mini on
high-volume feature phones

17 November
Opera signs new licensing agreement
with Adobe

25 April

20 November

Opera opens Beijing office

Telefónica Móviles de España selects
Opera for its “Navega” mobile Web service

20 June
Opera ships Opera 9 for Windows,
Mac and Linux

Opera 9

Opera opens office in Poland

24 July
The Opera browser for Nintendo DS
goes on sale in Japan

8 August
One billion Web pages viewed
with Opera Mini

Opera Partners

28 November
Opera signs deal with Sony Electronics
Inc.

Since the first public release in 1996, Opera has remained at the forefront of browser innovation on
desktop PCs. Opera’s desktop browser provides its users with a safer, more efficient and more enjoyable
browsing experience.
Opera has demonstrated its ability to focus on continued
innovation, developing many features that have changed how
millions of users surf the Web. Some features other browsers
have copied, others still remain unique to Opera. Examples
of Opera innovations are mouse gestures, pop-up blocking,
zooming, integrated search and tabbed browsing.

Opera 9
In 2006, Opera released Opera 9, a revolutionary new browser
that includes specific features to enhance the way people spend
their time online. Whether it’s Widgets - small, fun and useful
Web applications that bring the best Web content straight to
the desktop - native support for BitTorrent - the most popular
file distribution technology on the Internet, Fraud Protection or
Opera’s anti-phishing technology, people trust Opera to keep
them safe and productive while enjoying a better online experience.

People who choose Opera
For many, a Web browser is simply a way to view Web pages.
Others recognize that this particular application is the central
window to the Web and their lives online. These users demand
the best in quality and efficiency. By offering full customization
and installation options ranging from basic to advanced, Opera
caters to a full range of users.
Millions have been won over by the wide range of powerful
features immediately available and Opera’s speed, safety, and
usability. Others rely on Opera for home and professional Web
browsing and development because they appreciate Opera’s
unique approach to coding and support for Web standards.
Regardless of why people choose Opera, they will always have a
browser that makes the most of their Web experience.

4 December
Opera renews search agreement with
Google

22 December
Opera for Wii launches

Opera’s often-imitated tabbed browsing

Artist’s Sketchbook widget by grafio

Security

SimAquarium widget by grafio

Anti-fraud

Circular Tetris widget by Benjamin Joffe
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Motorola Q9

T-Mobile Ameo

The My Opera Community

Opera Mobile™ - The number 1 mobile Web browser

Since its launch in 2001, the My Opera Community has quickly grown to be one of the most visited sites
within the Opera family.

Mobile phones are becoming powerful multi-purpose devices. Today, your mobile is also your music
player, calendar, digital camcorder and photo album. As 3G networks are rolling out and hardware is
becoming cheaper and faster, the mobile Web browser is emerging as the “killer app” for mobile
phones.

The first version of My Opera was simple in its form, but it immediately appealed to a lot of browser fans and was a natural place
to meet, discuss in forums, and share thoughts side by side with
developers. As years passed, more and more people joined, and
today My Opera is a global community with more than 720 000
members.

Features
At My Opera, people can start their own blog, share photos,
make friends and participate in groups. My Opera is free and
community members get 300 MB of storage to use as they see
fit.

Customization
My Opera is optimized to work on any Opera-powered device.
We strive to give people the best community experience

whether they’re on a mobile phone, PDA, or Wii. Also, with
Opera Mini, people can point, snap and take a picture with the
mobile phone and upload it to their own blog. Photos are best
shared, and at My Opera, we’ve made it easy.

“

The foremost reason for my use of My Opera to blog is the
community itself. The people that make up the Opera blogging community are, by far, a more friendly and mature crowd.
Even the younger members have picked up on the fact that My
Opera blogging has a certain level of “Class” that is not present at
other sites. Thirdly, but certainly not last, is the engine itself. Very
competitive in the marketplace with all of the features needed and
a staﬀ that has foresight into the future.
member devans186

Opera Software expanded from its flagship desktop browser
into the mobile space with a commercial breakthrough in 2000,
launching what would become the Opera Mobile product line.
As a full Web browser for mobile phones, Opera Mobile takes on
the difficult job of delivering real Web pages within the limits
of a handheld device. To achieve this while maintaining easeof-use, Opera introduced Small-Screen Rendering™ (SSR) in
2002. Opera’s unique SSR technology reformats Web pages to
fit smaller screens so that users can view an entire Web page
without horizontal scrolling.
As all of Opera’s browser products share the same development
core, Opera Mobile is able to support open Web standards as set
by the World Wide Web Consortium (W3C) and the Open Mobile

Alliance. Unlike any other application, Opera Mobile introduces
immediate use-case scenarios for data services and advanced
networks such as 3G.
As a Web-based presentation environment, Opera’s powerful
and proven technology enables the creation of new, dynamic
mobile services, without sacrificing interoperability with legacy
and existing mobile content, such as WML/WAP.
The core technology of the browser is tested by millions of PC
users before deployment. Opera Mobile is delivered on handsets
from most major handset manufacturers and added to existing
handsets by operators all over the world.
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Opera Mini™ - Surf the Web on virtually any phone

Opera for Devices

For many years, only powerful phones were capable of giving users access to all their favorite Web sites.
Those days are over. In 2006, Opera gave the world Opera Mini, a powerful Web browser that can fit on
any phone. Nearly one billion mobile phones are capable of running Opera Mini today and more than 11
million people have already tried Opera Mini and discovered the Web they were missing.

Opera is fueling the demand for the Internet everywhere by delivering its suite of Internet technologies
to devices. Deployed on game consoles, set-top boxes, portable media players and more, Opera for
Devices guarantees a high quality Web experience on any device.

With Opera Mini end-users simply install a small (50-100 KB)
Java client on their phone. A remote Opera Mini server fetches
the Web pages, reformats them using Opera’s Small-Screen
Rendering™, compresses them by up to 80 percent and sends
them to the handset. For the end-users this means fast access to
the full Web and dramatically lower surfing costs for those who
pay per megabyte.

TV and Set-Top boxes

Automotive and Transportation

Opera brings the full Internet and a high performance Web
application execution environment to TVs, set-top boxes and
other devices that connect to televisions. Networked HDTVs,
Blue-ray & HD-DVD players, DVRs, media adapters, DVD players
and hospitality solutions are examples of devices that can benefit from the optimized Web experience that Opera enables.

Opera’s powerful browser technology brings the full Internet
and dynamic Web applications to a wide array of automotive
& transportation devices, enabling services such as in-flight
entertainment and automotive infotainment. A full-featured,
high performance browser, Opera reliably renders Web
standards-based interactive applications, including those used
in control telematics and navigation systems, delivering an
unparalleled user experience.

Consumer Electronics

Opera Mini is the ideal environment to display and push mobile
services to handsets that cannot normally run a full Web
browser. Because Opera Mini runs on virtually any handset, it
allows operators and handset manufacturers to quickly and
affordably offer advanced mobile services and content directly
to the mass market, dramatically increasing ARPU and brand
recognition across the entire customer base. Opera Software
offers branded and customized versions of Opera Mini to
operators, content providers, and companies who wish to
enhance their mobile offerings and brand presence. With a
customized version of Opera Mini, the company controls the
Opera Mini start page. Every time a user fires up the browser to
go online, the company’s brand, content, and promotions are
the first items seen.

The merger of high performance implementations of the latest
Internet standards with unique technologies for Consumer Electronics makes Opera a superior Internet browser for consumer
electronics. Opera delivers a full-featured and fast Internet
experience to next generation networked portable media players, VoIP screen phones, Web tablets, game consoles, remote
controls, digital cameras, toys and many other devices.

Operator Solutions
Opera enables operators to take advantage of the latest interoperable, Web standards-based technology for their IPTV set-top
boxes, video and IP phones, and broadband CPE appliances.
Web technologies can be used to make dynamic user interfaces for multiple devices at a low cost, and allows operators to
deploy existing Web-based services on their devices.

Nintendo DS Lite

Wii

ill. How Opera Mini™ works

Nokia N800

Archos 604 WiFi
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Directors’ Report
In 2006, Opera continued to make substantial commercial progress, not only in terms of customer acquisition, but also as far as
strengthening its position within the rapidly growing markets
it serves. During the year, the Company continued to invest in
both its sales and marketing and engineering organizations, as
the Company seeks to maximize its capability to take advantage of the mega-trends in its core markets.
Commercial progress was most apparent in the market for Internet Devices. More than 34 million mobile phones were shipped
with the Opera browser pre-installed during 2006, an increase
of 100% from 2005.
Furthermore, Opera made significant progress with non-mobile
devices, demonstrated fruits of the Company’s concerted efforts
to invest and focus on this fast-growing segment. During the
year, the Opera browser was included on a broad and disparate
array of consumer electronic products, including set-top boxes,
MP3 players, VoIP phones, and gaming consoles. Most saliently,
Opera launched two products with Nintendo, including the Wii
and the Nintendo DS.
Opera also launched Opera Mini, a Java-based Web browser
that allows users to access the full Web on mobile phones that
would normally be incapable of running a Web browser. Opera
Mini has enabled Opera to expand the size of the market for
its mobile browsers, as Mini provides full Web browsing on less
advanced phones – phones that were incapable of running a
full Web browser in the past. By the end of 2006, 9.5 million
users had downloaded and used Opera Mini to access the Internet.
2006 also saw the fruits of Opera’s decision in September 2005
to make the Desktop browser free of charge and advertising free.
As had been expected, while revenues trended lower initially, as
a result of increasing users, concomitant with an improved commercial agreement Google, search revenues eventually more
than compensated for the loss of license revenue and large
decline in advertising revenue as a result of the September
2005 decision. Overall, Desktop revenues were up 28% in 2006
vs. 2005, and 4Q06 revenues were up 101% versus 4Q05.
Revenue for the year was MNOK 213.8 in 2006, up from MNOK
154.0 in 2005. Revenue increased by 39% on a year-on-year basis.
Operating expenses increased from MNOK 153.0 to MNOK 241,
a growth of 58%. The increase in expenses was mainly caused
by organizational growth in order to capitalize on new opportunities within several key market and geographic segments. The
organization grew from 264 to 374 employees during the year.
New offices were added globally - in Seoul, South Korea, Chandigarh, India and Wroclaw, Poland, which in turn enables Opera

to expand its resource base and makes it possible for Opera to
continue its growth across the globe.

Strategic focus
Opera’s corporate vision is to provide the best Internet
experience on any device. Throughout 2006, Opera continued
to deliver on its vision, with Opera powering the Internet on not
only a growing range of mobile phones, but also on a broader
array of non-mobile Internet-connected devices, such as IP settop boxes, portable media players, gaming consoles, and VoIP
phones. Opera also experienced user growth on its Desktop
product, leading to higher search revenues. Going forward,
Opera will focus and invest much more than it has historically in
its consumer oriented businesses, i.e., Desktop and Opera Mini.

Commercial development
Internet Devices
Internet Devices includes revenue from both mobile phones
and other internet connected devices, such as game consoles, IP
TV set-top boxes and portable media players. Internet Devices
also includes Opera Mini revenue from mobile operators such
as T-Mobile.
Total revenue from Internet Devices for 2006 was MNOK 180.8
compared to MNOK 128.1 in 2005, an increase of 41%.
Opera Mobile
Shipped on millions of devices from the major mobile phone
manufacturers and operators worldwide, the Opera browser
lets users surf the full Web on their mobile phones.
The market for mobile phones with increased functionality
showed material growth in 2006. Advanced handsets such as
smartphones accounted for an increasingly higher proportion
of total mobile phone sales. Opera believes that two main factors will continue to drive the growth for enhanced handsets:
the falling cost of building a mobile phone and the operators’
demand for increased functionality and better services to make
use of faster network speeds.
Revenues from Opera Mobile continued to grow in 2006 as
Opera gets pre-installed on an increasing number of 3G handsets among its OEM and operator customers. In 2006, more than
34 million phones were shipped with the Opera Mobile browser
pre-installed and 37 phones were announced with Opera preinstalled. This compares to 17 million phones shipped with
Opera pre-installed and 24 phones announced in 2005.
Furthermore in 2006, handset manufacturers that included the

Opera browser on handsets in 2006, include Motorola (including 3G versions of the RAZR), Sony Ericsson, Nokia, Sanyo,
Toshiba, Kyocera, Hitachi, Casio, and Sharp. KDDI, the largest 3G
operator in Japan and the fastest growing operator in the Japanese market, launched 20 phones featuring the Opera browser
in 2006.
In 4Q06, Opera signed an agreement with Samsung to deliver
the Opera Mobile browser on Samsung mobile handsets. Samsung is the 3rd largest mobile handset manufacturer in the
world by market share.
Opera Mini – Consumer
In 2006, Opera launched Opera Mini, a Java-based Web browser
that allows users to access the Web on mobile phones that would
normally be incapable of running a Web browser. This includes
the vast majority of today’s nearly one billion Java-enabled
phones. A remote server pre-processes the Web page before
sending it to the phone. This makes Opera Mini an attractive
solution for phones with limited resources, or low bandwidth
connections. Opera Mini is available free of charge via WAP and
PC download or for a fee via SMS for consumers. Opera also
offers an Opera- and customer-branded version of Opera Mini
to mainly to mobile operators (see “Opera Mini – Business”).
By the end of 2006, 9.5 million cumulative users had downloaded
Opera Mini and used it to access the Internet and download
more than 2.7 billion Web pages.
During 2006, the Company launched two upgrades of Opera
Mini, adding new features such as photo blogging, content
download, secure shopping and newsfeeds.
The major focus in 2006 was on growing the number of Opera
Mini users, increasing usage, and adding to the product’s
capabilities.
As has been learned from the Desktop business, Opera
believes there is substantial long-term value in having a large
and growing number of users and high usage of Opera Mini.
Opera believes that search will be a key cornerstone of Opera’s
monetization of its Mini user base, and the Company also sees
many other interesting ways to commercialize this product
going forward.
Opera Mini - Business
In 2006, Opera signed distribution deals for the Opera-branded
Mini browser with nine mobile operators, including Pannon,
Megafon and TDC-Denmark, and with Nokia for its high volume
Series-40 devices.
2006 also saw Opera Mini power mobile customer branded
Internet offerings from Tier One European operators. In March,
Opera announced that T-Mobile would make Opera Mini the

cornerstone of its web’n’walk program. Today, Opera browsers
have been deployed on 17 different web’n’walk mobile phones
in seven European countries. T-Mobile’s data revenues have
surged 70% since launching web’n’walk, proving that Opera’s
browsers have significant commercial appeal.
Telefónica Móviles de España announced in November that
Opera Mini would power its “Navega” service. Despite launching officially in 4Q06, Opera Mini has already been deployed on
four high-volume handsets: the Sony Ericsson Z610i, Sony Ericsson K800, Sony Ericsson K610i and Nokia N70.
In 2006, the primary driver of revenue for the customer branded
version of Opera Mini, for example T-Mobile, was license/royalty
fees, which are driven by the number of active users of Mini by
the mobile phone operator customers.
For 2006 as a whole, Opera Mini was pre-installed on 35 handsets.
Opera Devices
Opera provides an optimized implementation of Internet technologies for handheld devices, digital TV and other devices,
with innovative and powerful features that seamlessly adapt
the Internet experience to suit varying screen sizes and input
devices.
Digital media content is rapidly becoming popular in the mass
consumer market, as seen most visibly through the growth of
digital consumer content such as music, images, TV/video and
games. Opera believes that future devices to a large extent will
be networked and have electronic storage capacity. Downloading into hard drives will require a browser, and Opera believes
that its proven browser technology will enable simpler and
cheaper hardware to deliver enhanced applications.
Opera for Devices continued to grow in its core market segments, as Opera’s browsers get installed on an increasing array
of non-mobile phone internet connected devices, such as game
consoles, portable media players and net-TVs. This was Opera’s
fastest growing business segment from a revenue growth
standpoint in 2006.
Perhaps the most visible Opera customer delivery in 2006 was
the Opera browser for the Nintendo Wii, giving users of the
game industry’s most unique console a truly revolutionary way
to surf the Web. Opera also provided a browser for Nintendo’s
portable gaming device, the Nintendo DS. Other key customer
wins in 2006 included Sony, Motorola, Pirelli and Telsey.
Desktop
Since the first public release in 1996, Opera has remained at the
forefront of browser innovation on desktop PCs. Opera’s desktop browser provides its users with a safe, efficient and enjoy-
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able browsing experience.
After removing the desktop browser ad banner and licensing
fee in September 2005, Opera predicted growth in revenue
after an initial decrease. In 4Q06, this turnaround was apparent as revenue grew 101% in 4Q06 to MNOK 12.9 compared to
MNOK 6.4 in 4Q05.
Total revenue from Desktop for 2006 was MNOK 33.0 compared
to MNOK 25.8 in 2005, an increase of 28%.The increase in desktop revenue was attributable to two factors: improved commercial terms from Google and more robust user growth, driven
in part by the release of Opera 9 in 2Q06 and eliminating the
license fee in September 2005.

Continued innovation
Since its beginning in 1995, Opera has been driving innovation
in the market for Web browsers. For instance, Opera was the first
mass market browser to utilize tabs and to offer an integrated
search bar, features later adopted by Firefox and Internet Explorer
7.0. On mobile phones, Opera single-handedly created the
market for accessing any Web site - not just WAP sites - with its
Small Screen Rendering Technology. Throughout 2006, Opera’s
drive for innovation continued with several key innovations.
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and the server side processing scales very well compared to
other mass market Web services, such as Web search and photo
blogging.

Interest income was significantly higher than in 2005, largely as
a result of a much higher cash balance, after Opera’s common
share secondary offering in 1Q06.

Seoul, (South Korea), Wroclaw (Poland) and San Diego (USA).
The Company had 374 employees as of December 31, 2006

Desktop - still innovating
In June, the Company launched Opera 9, a browser that features
support for Widgets (small, personalized applications for the
desktop), BitTorrent (easy download of large media files) and
content blocking (giving users the ability to decide what content
they want to see on their favorite sites). Later in the year, the
company also introduced Fraud Protection to improve the users’
ability to avoid fraudulent Web sites. Since the desktop browser
is cross platform (Macintosh, Linux, Windows), the features are
cross platform. Through its desktop deliveries, Opera pioneered
cross-platform, standards-based widgets.

The annual financial statements have been prepared on a “going
concern” basis.

Workplace environment

Services - bringing it all together
Opera’s community service (my.opera.com) was launched in
several new versions throughout 2006. Of the innovations delivered was photo-upload to Opera’s community server through
Opera Mini. The community service serves as a convergence
engine for all of Opera’s deployments.
Scalability - one step at a time
Opera’s delivery capabilities were continuously improved. With
Opera 9, the browser core is simpler to port than before. In
addition, Opera continued its drive toward making SDK (Software
Development Kit) products for more and more platforms
Opera’s SDK is designed to bring the full Internet to connected
devices, and enables original equipment manufacturers (OEMs)
to quickly add the Opera browser to their products. In 2006,
Opera launched an SDK for Windows CE devices.

Bringing the web to devices - Opera innovates web page
rendering once more
In 2006 Opera launched its Web browser for the Nintendo DS.
The device has two screens, one of which is touch based. Opera
implemented a new navigation mode, where one of the screens
showed a page overview (thumbnail), and the other a zoomedin view. For the Nintendo Wii, Opera refined its rendering
technology further. There, a smooth zoom function enables
an end user to effortlessly zoom in and out of a web page. This Financial year 2006
technology bears the promise of making a mass market of Ordinary revenue was MNOK 213.8 in 2006, up from MNOK
accessing the full web from a living room device (e.g. set top 154.0 in 2005, an increase of 39%.
box or gaming console) in much the same way as Small Screen
rendering created the market for accessing any Web site from a Operating expenses increased from MNOK 153.0 to MNOK 241.3,
mobile phone.
an increase of 58%. Payroll and related expenses were MNOK
162.5 compared to MNOK 108.3 in 2005, an increase of 55%.
Mobile browsing - expanding the scope
In 2006, Opera launched its award-winning Opera Mini product EBIT was MNOK -27.5 compared to MNOK 0.9 in 2005. The
on the world market. Opera Mini is a small java application primary reason for the negative EBIT was that payroll related
that has the potential of running on any of the about 1 billion expenses associated with increased hires grew faster than
java enabled mobile phones sold worldwide. The application is revenue.
small enough to be effortlessly downloaded over the air (~100
KB), but still offers the end user access to the full Web through Although EBIT for the Group was negative, net cash flow from
pre-processing the Web pages serverside. During 2006, around operating activities was only slightly negative at MNOK -0.1.
9.5 million cumulative users had downloaded and used Opera The main reasons for the deviance is that the operating loss was
Mini, surfing approximately 2.7 billion Web pages.
offset by positive collections on accounts receivables, decreases
in unbilled revenue, and increases in other liabilities, including
The Web pages served to the mobile phones are extremely in particular deferred revenue.
lightweight (only a fraction of the size of the original Web page)

Shareholders and equity-related issues
As of December 31, 2006, Opera Software had 116,928,246
outstanding shares. Total stock option costs for employees in
2006 were MNOK 10.0 compared to MNOK 6.9 in 2005.
As of December 31, 2006, the Company had MNOK 444.5 in
additional paid in capital. Total equity was MNOK 500.0. Free
equity per December 31, 2006 was MNOK 46.4.
In the annual general meeting held June 15, 2006, Nils A. Foldal
was elected Chairman of the Board. Additionally, William J.
Raduchel and Ole Peter Lorentzen joined Opera’s Board. Charles
McCathieNevile, Rune Lillesveen and Stig Halvorsen were
elected as employee representatives to the Board.

Allocation of the annual loss
The loss for Opera Software ASA was MNOK -20.5 in 2006. The
loss has been allocated towards other equity.

Financial risk
The Company has limited exposure to financial risks, and has
no current funding requirements. As of December 31, 2006,
Opera’s cash balance stood at MNOK 424.5. The Company has
no interest bearing debt. The Board has instructed management
to invest surplus cash in instruments with minimal credit and
liquidity risk. Investments are only made in funds operated by
institutions rated by S&P or Moody’s, with a minimum rating of
BBB or Baa2, respectively.
The Company is exposed to foreign exchange and credit risks in
the normal course of business. These risks are closely monitored.
It is not the Company’s policy to use financial instruments to
hedge against foreign exchange risks.
Opera’s customers are mainly large global companies. Customerrelated credit risk is therefore limited. New prospects are
evaluated for credit-worthiness.

Organization
Opera Software’s headquarters are located in Oslo, Norway.
The Company also has offices in Linköping and Gothenburg
(Sweden), Beijing (China), Tokyo (Japan), Chandigarh (India),

The workplace environment is in compliance with the Norwegian Law of Workplace Environment. No injuries to employees
occurred on the Company premises in 2006. Sick leave is considered low at 1.6%. The Company’s activities are not environmentally polluting.

Gender equality
As of December 31, 2006, Opera had 374 employees, of which
53 were women and 321 were men. As part of its core values,
Opera promotes cultural diversity, gender equality, and is an
equal opportunity employer. Opera has one female board
member and one female member of the senior executive team.

Corporate governance
Opera is incorporated in Norway with a governance structure
built on Norwegian corporate law. The Company is organized as
a traditional limited company, with a board of directors, a chief
executive officer, and an external auditor. The annual general
meeting is where the board formally ratifies major decisions
affecting the Company’s affairs. Opera is committed to a set of
values based on diversity and equality that guides the way the
company develops its products and its interaction with customers, partners and investors. The Board of Directors report on the
company’s Corporate Governance policies is found on page 70
of the Annual Report.

Outlook
For 2007, Opera remains positive about the Company’s longterm growth prospects, as consumers worldwide embrace and
access the Internet through a growing array of mobile and nonmobile phone devices. Opera believes it is well-positioned to
take advantage of the “mega-trends” within both the mobile
phone and consumer electronics industries. The Company
also sees positive growth prospects in the Desktop segment
as its user base grows worldwide. From an operating cost
perspective, Opera expects to hire around 90 people in 2007,
with more hires expected in the 1H2007 than the 2H2007. In
order to focus on top line revenue generation, more hires are
planned in sales and marketing than ever before in a single year.
Opera is implementing new systems and processes in 1Q07 to
optimally manage the continued growth of the company.
In 4Q2006, the Board of Directors of Opera approved a threeyear strategic plan for the Company. A cornerstone of this plan
is to position the Company as a more market and commercially
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driven company as Opera strives to continue growing revenues
at an attractive rate and reach consistent profitability. As part
of this plan, Opera’s key priorities in 2007 include focusing and
investing in a more aggressive manner in the its consumer
oriented businesses (Desktop, Mini, My Opera), accelerating
momentum among mobile phone operators worldwide,
increasing Opera’s position with top mobile phone OEMs
globally, and building on the momentum Opera has going
into 2007 among major consumer electronic OEMs. Moreover,
Opera intends to begin capitalizing on its unique cross-platform
position and offering content related services to its users,
leveraging the fact that its browsers run on a wide and disparate
array of device types and form factors.

Oslo, 28 March, 2007

Nils A. Foldal

Grace Reksten Skaugen

Chairman of the Board

Vice Chairman of the Board

Håkon Wium Lie

Michael Tetzschner

William J. Raduchel

Ole Peter Lorentzen

Rune Lillesveen

Charles McCathieNevile

Stig Halvorsen

John R. Patrick
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The Board of Directors
1. Chairman, Nils A. Foldal

4. Member, John R. Patrick

6. Employee representative, Rune Lillesveen

Nils A. Foldal is represented on several boards in venture funds
and technology companies in Norway. Nils A. Foldal graduated
from Norwegian School of Economics and Business Administration in 1985 and has held several key positions within national
and international investment management companies.

John R. Patrick is president of Attitude LLC and former vice
president of Internet technology at IBM, where he worked for
35 years. John Patrick was a founding member of the World
Wide Web Consortium at MIT in 1994 and holds various board
positions in the US and internationally.

2. Vice Chairman, Grace Reksten Skaugen

5. Member, William J. Raduchel

Rune Lillesveen works as a Senior Core Developer at Opera,
mainly with the CSS and layout engine implementations. He has
worked for Opera since March 2000. Before that, he spent two
years working for Kongsberg Defence & Aerospace. Lillesveen
holds a Sivilingeniør degree in Computer Science from the
Norwegian University of Science and Technology, Trondheim.

Grace Reksten Skaugen has a Doctorate in laser physics from
Imperial College, London and an MBA from the Norwegian
School of Management (BI). She has extensive experience
in finance having spent nine years as a Director of Corporate
Finance at Orkla Enskilda, one of Scandianvia’s leading brokerage firms.

William J. Raduchel is a strategic advisor who serves as an
independent director and investor for multiple companies.
From 2004 to 2006 he was chairman of Ruckus Network, Inc.
Prior to that he was a strategic advisor to AOL after being senior
vice president and chief technology officer of AOL Time Warner
(and AOL before that). He joined AOL from Sun Microsystems in
1999 where he was last Chief Strategy Officer and a member of
its executive committee.

3. Member, Ole Peter Lorentzen
Ole Peter Lorentzen is a Norwegian private investor with
extensive experience from investments in several technology
companies in Norway and abroad. Mr. Lorentzen controls
approximately 9 percent of the shares in Opera Software.

7. Employee representative, Stig Halvorsen
Stig Halvorsen is a Senior Core Developer at Opera. He has
worked at Opera since December 2000. Prior to joining Opera
Halvorsen studied at the Norwegian University of Science and
Technology (NTNU), Trondheim and holds a Sivilingeniør degree
in Computer Science (MSc).

8. Member, Håkon Wium Lie (Not present)
Håkon Wium Lie is Opera Software’s CTO Wium Lie is a Web
pioneer, having worked on the WWW project at CERN, the
cradle of the Web. Wium Lie holds a master’s degree in Visual
Studies from MIT’s Media Laboratory, as well as undergraduate

degrees in computer science from West Georgia College and
Østfold College.

9. Member, Michael Tetzschner (Not present)
Michael Tetzschner is Attorney at Law from University of Oslo,
and a Member of the Norwegian Bar Association. He has held
several executive management positions including Head of the
Executive Board for the Municipality of Oslo.

10. Employee representative, Charles McCathieNevile
(Not present)
Charles McCathieNevile is Opera Software’s Chief Standards
Officer. Before joining Opera in 2005, McCathieNevile spent six
years with the World Wide Web Consortium. As well as managing (and participating in) standardization work on behalf of
Opera, he presents at conferences and fairs.
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Opera Software ASA
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Profit and Loss Account

Statement of recognized income and expense

[ Numbers in TNOK ]

[ Numbers in TNOK ] 	 	 	 	 	  	 	

Consolidated Group

01.01 - 31.12

Consolidated Group

IFRS

IFRS

IFRS

Note

2006

2005

2004

1, 2, 6

213 784

153 954

99 325

0

87 689

213 784

153 954

187 014

4 219

0

0

162 505

108 333

77 500

31.12.2006

31.12.2005

118

-92

0

0

Profit for the period

-18 191

2 799

Total recognized income and expense for the period

-18 073

2 707

-18 073

2 707

0

0

-18 073

2 707

Note
Translation differences

Revenue
Other income

3

Total operating income
Cost of goods sold
Payroll and related expenses
Depreciation expenses
Other operating expenses

4
8

4 364

2 055

1 184

4, 5, 8, 15

70 167

42 639

29 098

-27 471

927

79 232

Net income recognized directly in equity

Attributable to:
Equity holders of the parent
Minority interest

Profit/loss from operation

Total recognized income and expense for the period
Interest income

6

9 277

3 145

3 100

Other financial income

6

5 794

3 283

2 259

Interest expenses

6

-21

-8

-6

Other financial expenses

6

-6 175

-2 729

-2 700

-18 596

4 618

81 885

405

-1 819

-24 354

-18 191

2 799

57 531

Operating result before tax
Tax on ordinary result

7

Net profit/loss for the year

Earnings per share (NOK)

16

-0,177

0,028

0,638

Diluted earnings per share (NOK)

16

-0,177

0,027

0,587

-18 191

2 799

57 531

Profit/ loss for the year is allocated as follows:
Other equity

10
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Balance Sheet

Balance Sheet

[ Numbers in TNOK ] 	 	 	 	 	 	 	
 	 	 

[ Numbers in TNOK ] 	 	 	 	 	 	 	
 	 	 

Consolidated Group

Note

31.12.2006

21.12.2005

Consolidated Group

Assets

Shareholders’ equity and liabilities

Fixed assets

Equity

Intangible fixed assets

Paid in capital

Goodwill

8, 9

Total intangible fixed assets

3 142
3 142

3 142
3 142

Tangible fixed assets
Office machinery, equipment etc.

Note

18 676

31.12.2005

Share capital

10

2 339

2 056

Share premium reserve

10

441 190

208 188

Other reserves

10

16 111

21 802

459 640

232 046

39 830

57 904

39 830

57 904

499 470

289 950

7

355

0

11

6 548

4 945

Total paid in capital
8

31.12.2006

9 251
Retained earnings

Total tangible fixed assets

18 676

9 251

Financial fixed assets and deferred tax asset

10

Total retained earnings
9 651

1 237

2 077

0

Total financial fixed assets and deferred tax assets

11 728

1 237

Total fixed assets

33 546

13 630

Deferred tax asset

Other equity

7

Other Investments

Total equity attributable to equity holders of the parent
Liabilities
Long term liabilities
Deferred taxes

Current assets
Current liabilities
Receivables

Account payable

Accounts receivables

11

55 172

24 822

Taxes payable

7

201

548

Unbilled revenue

11

43 636

57 142

Social security, VAT and other taxation payable

11

11 314

16 001

Other receivables

11

5 426

11 385

Other short-term liabilities

11

44 390

14 061

104 234

93 349

Total short term liabilities

62 453

35 555

424 498

218 526

Total liabilities

62 808

35 555

Total current assets

528 732

311 875

Total equity and liabilities

562 278

325 505

Total assets

562 278

325 505

Total receivables
Cash and cash equivalents

6

Oslo, 28 March, 2007

Nils A. Foldal

Grace Reksten Skaugen

Jon S. von Tetzchner

Chairman of the Board

Vice Chairman of the Board

Chief Executive Officer

Håkon Wium Lie

Michael Tetzschner

John R. Patrick

Ole Peter Lorentzen

William J. Raduchel

Rune Lillesveen

Stig Halvorsen

Charles McCathieNevile
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Cash flow statement

Note 1 Accounting principles

[ Numbers in TNOK ]  					
 	 	
Consolidated Group

 	

01.01 - 31.12
Note

2006

2005

Statement of compliance

Cash flow from operating activities
Profit/loss before taxes
Taxes paid

7

Depreciation expenses

8

Changes in accounts receivable *)
Changes in accounts payable
Changes in other accruals
Share-based payments with no cash effect
Effect of translation differences
Net cash flow from operating activities

-18 596

4 618

-5 655

-878

4 364

2 055

-16 844

-6 174

1 490

2 264

29 688

-40 362

5 453

2 995

8

Acquisition of shares
Net cash flow from investment activities

10

Net cash flow from financing activities

Basis of preparation
The consolidated financial statements are presented in NOK, rounded to the nearest thousand. They are prepared on the historical cost basis. None
of the assets and liabilities is stated at their fair value due to the fact that the Group does not have any derivative financial instruments, financial
instruments held for trading, and financial instruments classified as available-for-sale. Receivables and debts are assumed to have a market value
equalling booked value.

-9

-45
-35 527

-13 644

-9 034

-50

0

-13 694

-9 034

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in
which the estimate is revised, if the revision affects only that period or in the period of the revision and future periods if the revision affects both
current and future periods.

219 775

21 812

Judgements made by management in the application of IFRSs that have significant effect on the consolidated financial statements and estimates
with a significant risk of material adjustment in the next year are discussed in note 17.

219 775

21 812

The accounting policies set out below have been applied consistently to all periods presented in these consolidated financial statements.

Cash flow from financing activities
Proceeds from issue of share capital

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards (IFRSs) adopted by the
EU and its interpretations adopted by the International Accounting Standards Board (IASB) and applicable regulations in the Norwegian Accounting Act.

-109

Cash flow from investment activities
Acquisition of tangible fixed assets

Opera Software ASA (the “Company”) is a company domiciled in Norway. The consolidated financial statements of the Company for the year ended
31 December 2006 comprise of the Company and its subsidiaries which includes Hern Labs AB and Opera Software International AS (including
the subsidiary Opera Software Korea Ltd), together referred to as the “Group”. In 2006, Opera Software International AS had branches in Japan, the
USA and China.

The preparation of consolidated financial statements in conformity with IFRS requires management to make judgements, estimates and assumptions that affect the application of policies and reported amounts of assets and liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to be reasonable under the circumstances, the results
of which form the basis of making judgements about carrying values of assets and liabilities that are not readily apparent from other sources.
Actual results may differ from these estimates.

The accounting policies have been applied consistently by Group entities.
Net change in cash and cash equivalents

205 972

-22 749

Cash and cash equivalents 01.01 **)

218 526

241 275

Cash and cash equivalents 31.12

424 498

218 526

Basis of consolidation
Subsidiaries
Subsidiaries are entities controlled by the Company. Control exists when the Company has the power, directly or indirectly, to govern the financial
and operating policies of an entity so as to obtain benefits from its activities. In assessing control, potential voting rights that presently are exercisable or convertible are taken into account. The financial statements of subsidiaries are included in the consolidated financial statements from the
date that control commences until the date that control ceases.
Transactions eliminated on consolidation
Intragroup balances and any unrealised gains and losses or income and expenses arising from intragroup transactions, are eliminated in preparing
the consolidated financial statements.

*) Changes in unbilled revenue are included in changes in accounts receivable in the cash flow statement.			
**) Cash and cash equivalents of NOK 7 387K are restricted assets as of 31 December, 2006
and NOK 19 604K are restricted assets as per 31 December, 2005.

Foreign currency
Foreign currency transactions
Foreign currency transactions are translated using the official daily exchange rate at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are translated to NOK at the official daily exchange rate. Foreign exchange differences
arising on translation are recognized in the income statement. Non-monetary assets and liabilities that are measured in terms of historical cost in a
foreign currency are translated using the exchange rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign
currencies that are stated at fair value are translated to NOK at the daily foreign exchange rate, at the date the fair value was determined.
Financial statements of foreign operations
The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on consolidation, are translated to NOK at the
official foreign exchange rates at the balance sheet date. The revenues and expenses of foreign operations are translated to NOK at rates approximating to the official foreign exchange rates at the date of the transactions. Foreign exchange differences arising on retranslation are recognized
directly in a separate component of equity.
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specific asset to which it relates. All other expenditures are expensed as incurred.

Property, plant and equipment
Owned assets

Amortisation

Items which comprise property, plant and equipment are stated at cost, as deemed cost less accumulated depreciation (see below) and impairment losses (see accounting policy regarding impairment).

Amortisation is charged to the income statement on a straight-line basis over the estimated useful lives of intangible assets unless such lives are
indefinite. Goodwill and intangible assets with an indefinite useful life are systematically tested for impairment at each balance sheet date.
			

Where parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items of property, plant
and equipment.

Other trade and other receivables

Leased assets
Leases with terms in which the Group assumes substantially all the risks and rewards of ownership are classified as finance leases. The group has
only operational lease contracts as of December 31, 2006. Expenses concerning the upgrading of hired premises have been capitalized and are
amortized over the remaining term of the contract.
Subsequent costs
The Group recognises in the carrying amount of an item of property, plant and equipment the cost of replacing part of such an item when that
cost is incurred if it is probable that the future economic benefits embodied with the item will flow to the Group and the cost of the item can be
measured reliably. All other costs are recognized in the income statement as an expense as incurred.

Cash and cash equivalents
Cash and cash equivalents comprise cash balances and call deposits. Deposits in money market funds are included in cash and cash equivalents
as the funds can be withdrawn from the money market fund without notice.

Impairment
The carrying amounts of the Group’s assets are reviewed at each balance sheet date to determine whether there is any indication of impairment.
If any such indication exists, the asset’s recoverable amount is estimated (see below).
For goodwill, assets that have an indefinite useful life and intangible assets that are not yet available for use, the recoverable amount is estimated
at each balance sheet date.

Depreciation
Depreciation is charged to the income statement on a straight-line basis over the estimated useful lives of each part of an item of property, plant
and equipment. Land is not depreciated.
The estimated useful lives are as follows:
• cost rented premises
• machinery and equipment
• fixtures and fittings

Trade and other receivables are stated at their cost less impairment losses1 (see accounting policy regarding impairment).

5 years
4 years
5 years

The residual value, if not insignificant, is reassessed annually.

Intangible assets

An impairment loss is recognized whenever the carrying amount of an asset or its cash-generating unit exceeds its recoverable amount. Impairment losses are recognized in the income statement.
Impairment losses recognized with respect to cash-generating units are allocated first to reduce the carrying amount of any goodwill allocated to
cash-generating units (group of units) and then to reduce the carrying amount of the other assets in the unit (group of units) on a pro rata basis.
When a decline in the fair value of an available-for-sale financial asset has been recognized directly in equity and there is objective evidence that
the asset is impaired, the cumulative loss that had been recognized directly in equity is recognized in the profit or loss statement even though
the financial asset is still recognized in the balance sheet. The amount of the cumulative loss that is recognized in the profit or loss statement is
the difference between the acquisition cost and current fair value, less any impairment loss on that financial asset previously recognized in profit
or loss.

Goodwill

Calculation of recoverable amount

All business combinations are accounted for by applying the purchase method. Goodwill represents amounts arising on acquisition of subsidiaries, associates and joint ventures. In respect of business acquisitions that have occurred since 1 January 2004, goodwill represents the difference
between the cost of the acquisition and the fair value of the net identifiable assets acquired.

The recoverable amount of the Group’s assets is the greater of their net selling price 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. For an asset that does not generate largely independent cash inflows, the recoverable amount is determined for
the cash-generating unit to which the asset belongs.

Goodwill relates to the purchase of Hern Labs AB. As the goodwill existed before 1 January 2004, the goodwill according to the amount recognized
according to NGAAP. Goodwill per 31 December, 2006 has the same value as goodwill per 1 January 2004.
Goodwill is stated at cost less any accumulated impairment losses. Goodwill is allocated to
cash-generating units and is no longer amortised but is tested annually for impairment (see accounting policy regarding impairment).
			
Negative goodwill arising on an acquisition is recognized directly in profit or loss statement.
Research and development
Expenses related to research activities, which are expected to lead to scientific or technological knowledge and understanding, are calculated as
costs in the income statement in the period they are incurred.
The company develops special designed browsers for use in its customers’ products. A fee is paid to the company for this service and this fee
should cover the costs related to the development of these custom made browsers. As the customers’ payment covers the development costs,
these costs are not reported in the balance sheet. Activities that are not specifically customer related are defined as research. See also principles
of Revenue recognition.
Other intangible assets
Other intangible assets, except deferred tax assets (see accounting policy regarding income tax) that are acquired by the Group are stated at cost
less accumulated amortization (see below) and impairment losses (see accounting policy regarding impairment).
Subsequent expenditure
Subsequent expenditure on capitalised intangible assets is capitalised only when it increases the future economic benefits embodied in the

Reversals of impairment
An impairment loss in respect of goodwill is not reversable.
			
In respect of other assets, an impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount.
An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no impairment loss had been recognized.

Dividends
Dividends on shares are recognized as a liability in the period in which they are declared.

Share-based payment transactions
The share option programme allows Group employees to acquire shares of the Company. The fair value of options granted is recognized as an
employee expense with a corresponding increase in equity. The fair value is measured at grant date and spread over the period during which
the employees become unconditionally entitled to the options. The fair value of the options granted is measured using a Black & Scholes model,
taking into account the terms and conditions upon which the options were granted. The amount recognized as an expense is adjusted to reflect
the actual number of share options that vest except where forfeiture is only due to share prices not achieving the threshold for vesting. Opera
has programs for options that last for four years. The program gives the option holder the right to exercise 25% of the options after one year, the
next 25% after to years, the next 25% after three years and the last 25% after four years. The option costs are accrued according to the principle of
graded vesting. The social security taxes connected to the options are accrued according to the intrinsic value. This means that the expensed social
security tax is calculated based on the difference between the market value and the strike price and is accrued over the vesting period.
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Provisions

Other income (costs)

A provision is recognized in the balance sheet when the Group has a present legal or constructive obligation as a result of a past event, and it
is probable that an outflow of economic benefits will be required to settle the obligation. If the effect is material, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money and, where
appropriate, the risks specific to the liability.

Material income and cost, which is not related to the normal course of business, are classified as other operating income (cost).

Onerous contracts
A provision for onerous contracts is recognized when the expected benefits to be derived by the Group from a contract are lower than the
unavoidable cost of meeting its obligations under the contract.

Expenses
Operating lease payments
Payments made under operating leases are recognized in the income statement on a straight-line basis over the term of the lease. Lease incentives
received are recognized in the income statement as an integral part of the total lease expense.
Net financing costs

Trade and other payables

Other finance income and costs comprise foreign exchange gains and losses, which are recognized in the income statement.

Trade and other payables are stated at cost.

Interest income is recognized in the income statement as it accrues, using the effective interest method.

Revenue recognition

Dividend income is recognized in the income statement on the date the entity’s right to receive payment is established.

The Company has the following primary sources of revenue:

Income tax

• License/royalty income
• Development fees or non-recurring engineering, where the Company customizes the browser for its customers and/or ports the browser to an
operating system
• Maintenance & support revenue
• Search income
• Advertising income

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognized in the income statement except to the
extent that it relates to items recognized directly in equity, in which case it is recognized in equity.
			
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially enacted at the balance sheet
date, and any adjustment to tax payable in respect of previous years.

For customer contracts where development and customization is complete or if no development or customization is required, Opera recognizes
license/royalty revenue in the same period as the customer ships the Internet devices with Opera pre-installed. In cases where Opera is not
pre-installed, Opera recognizes license/royalty income when the customer or customer’s customer downloads the Opera browser to their Internet
device. Opera also enters into customer agreements for a customized version of its Opera Mini product offering where license/royalty income is
generated on a monthly or quarterly basis predicated on the number of active users of the browser in that monthly or quarterly period (where
an active user is defined as a user who uses the Mini browser to access the Internet at least once in the monthly or quarterly period). For these
agreements, Opera hosts the Opera Mini solution and recognizes the revenue based on the active user information the Company has from its own
computer servers.
Development fee revenues typically span a number of accounting periods. Consequently, recognition of development revenue occurs each period
based on the percentage of completion method. The percentage of completion is calculated based on the total number of hours delivered during
an accounting period divided by the total estimated hours to fulfil the terms of the contract. The total estimated hours to fulfil the contract are
constantly monitored by the Company. The portion of income not yet invoiced to the customer is presented as unbilled revenue.
In some contracts, the customer prepays for a minimum number of copies of the customized browser. Opera receives this license/royalty fee
irrespective of whether the customer actually uses the number of minimum licenses or not. Where there is significant customization of the browser
or significant engineering is required to port the browser to the operating system, the prepaid minimum license/royalty payment is recognized
on a percentage of completion basis along with the development fee revenue. If the prepaid minimum fee is connected to a browser with no
or insignificant customization requirements or if there is no or insignificant porting required, the fee is recognized at the time the mastercopy is
delivered to the customer.
Maintenance and support revenues are recognized on a pro-rata basis over the term of the maintenance and support agreement with the
customer.
Search income is generated from agreements Opera has with its search partners. Opera typically renegotiates its search agreements on an annual
basis. Search income is generated when an Opera user conducts searches through the “built-in search” bars provided on the Opera browser – in
the upper right hand corner of the browser in the case of the Desktop browser and in the center of the browser in the case of the Opera branded
version of the Opera Mini browser.
Advertising revenue relates to Opera browsers downloaded free of charge from the Internet. Advertising revenue is generated on a “click through”
basis, where revenue is shared with the advertising partner, on a “display” basis when an advertisement is displayed on the browser and on a “cost
per action” basis when a purchase is made as a result of the advertisement, where Opera shares in the revenue generated from the actual purchase
made as a result of the advertisement. Invoicing of advertising typically occurs on a monthly basis and the sales are booked as income in the
period the income is generated.

Cost of goods sold
Purchase of licenses are expensed as cost of goods sold.

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes. The following temporary differences are not provided
for: goodwill not deductible for tax purposes, the initial recognition of assets or liabilities that affect neither accounting nor taxable profit, nor
differences relating to investments in subsidiaries to the extent that they will probably not be reversed in the foreseeable future. The amount of
deferred tax provided is based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates
enacted or substantively enacted at the balance sheet date.
			
A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be available against which the asset can be
utilised.
Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit will be realised.		
		
Additional income taxes that arise from the distribution of dividends are recognized at the same time as the liability to pay the related dividend.
Taxes paid abroad have been expensed as a tax deductible expense if the company has a loss for the year and has no Norwegian taxes payable. If
there are taxes payable in Norway, the company will deduct the taxes paid abroad directly to the taxes.

Segment reporting
A segment is a distinguishable component of the Group that is engaged either in providing products or services (business segment), or in providing
products or services within a particular economic environment (geographical segment), which is subject to risks and rewards that are different
from those of other segments.
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Note 2 income

Note 4 Wage costs/ Number of employees/Remunerations

[ Numbers in TNOK ]

[ Numbers in TNOK ]
Parent

The group has one core product “the browser”. In accordance with the definition stipulated in International Accounting Standard 14, Opera
Software ASA confirms that there are no material geographical or operational segmental differences in this product which would give rise to
separate risks or rewards.		

01.01 - 31.12
2006

2005

2004

126 541

79 282

59 878

24 996

20 161

12 959

Nevertheless, Opera Software ASA has decided to provide further information about its breakdown of income.
Salaries
Income
Internet Devices
PC Desktop
Total

2006

2005

2004

Pension cost

4 566

1 862

0

180 788

128 129

65 887

Share-based remuneration

5 453

2 995

3 583

32 996

25 825

33 438

Other payments

950

4 033

1 080

213 784

153 954

99 325
162 506

108 333

77 500

2006

2005

2004
314

227

163

Social Security cost

Wage cost
Norway

0

1 910

587

Europe

56 288

61 392

47 371

USA/ Canada

67 493

54 327

33 339

The company established a pension scheme in 2005 for its Norway-based employees. The

Asia

90 003

36 325

18 028

pension’s scheme is a defined contribution plan, which comprises the new requirements with

Total

213 784

153 954

99 325

regards to Obligatorisk Tjeneste Pensjon (OTP).		

Average number of employees

Fees to the CEO and the Chairman of the Board
There are no existing agreements concerning severance pay to the CEO or the Chairman of the
Board.
Internet Devices reflects income from licenses/royalties and support for its services on browsers used on mobile phones, and on other internet
connected devices, such as game-consoles and Internet TV set-top boxes. PC Desktop reflects income from the Opera browser used on PCs, including income from advertising and searches performed through the “built-in search” box on the browser.		
		
The above-mentioned numbers concerning geographical distribution are predicated on in which geographic region the customer is based. Opera’s
customers’ products are globally distributed, and as a result, the overview does not provide a picture of where the products are actually utilized.

The group has not given any loans or security deposits to CEO or the Chairman of the Board, or
their related parties. Neither the CEO nor the Chairman of the Board has a bonus agreement.
Independent auditors
The total fees billed by independent auditors during 2006 were NOK 1 043K. Divided as
follows:
Statutory audit
Assurance services

Note 3 Other income
In 2004 Opera Software ASA settled legal claims with an international corporation resulting in a net payment to Opera of USD 12.75 million, which
was posted as an income of NOK 87 689K the same year. The other party was not a customer of Opera and the settlement does not negatively
impact future revenues.			
			

634
95

Tax advisory fee

132

Other services

182

Total

1 043
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Note 4 Wage costs/ Number of employees/Remunerations (continued)

Note 4 Wage costs/ Number of employees/Remunerations (continued)

[ Numbers in TNOK ]

[ Numbers in TNOK ]

The group has established a share option programme for a part of its employees. The options are granted by the board of directors. The options
run for a four year period, where 25% of the options may be exercised every year (without certain exceptions where the board has decided that
40% of the option may be exercised in the first year and 20% in the subsequent years). The options may only be exercised during one month
every year. If the option is not exercised, the option holder will lose the right to exercise the 25% for the year. The board may grant employees an
extended exercise period. The group has granted the options with an exercise price equal to the estimated market value at grant date. 		

The table below shows the number of options issued to employees at various strike prices and exercise dates.					

The options are considered non-transferable to other persons. If the contract of employment is terminated, regardless of reason, the employee
loses his/her right to exercise the options. However, the employee may keep shares bought through previously exercised options.			

Expiry date
June 2004

June 2005

June 2006

The number and weighted average exercise prices of share options is as follows:						
			
Weighted average

Number of

Weighted average

Number of

exercise price 2006

options 2006

exercise price 2005

options 2005

662 500

Terminated (employee quit)

7.56

833

5.32

552

Forfeited during the period

17.05

110

0.00

0

November
2009

Exercised during the period

6.25

2 697

4.33

2 321

Granted during the period

28.08

950

11.67

2 790

Outstanding at the end of the period

12.41

4 257

7.57

6 947

1 218 250

0

863 750
412 500

Strike
24,00

Strike
34,9

1 075 250

90 000

87 500
651 250

350 000

75 000

50 000

10 000

50 000

50 000

10 000

50 000

50 000

10 000

90 000
15 000

610 000
25 000

90 000
15 000

50 000

81 250

100 000

81 250

100 000

10 000
81 250

100 000

5 000
1 687 500

2 567 500

50 000

2 022 750

647 500

550 000
125 000

25 000

November
2010

100 000

150 000
25 000

50 000

81 250

550 000
25 000

90 000
15 000

5 639 500

Total

2 172 000
50 000

Juni 2010

Total

Strike
21,30

800 000

253 750

June 2009

Strike
19,00

137 500

25 000

7 030

Strike
18,00

1 543 250

351 250

4.69

Strike
15,70

122 500

November
2008

6 947

Strike
14,30

262 500

June 2008

7.57

Strike
13,65

1 925 250

1 420 750

November
2007

Outstanding at the beginning of the period

Exercisable at the end of the period

Strike
10,00

262 500

November
2006
June 2007

Strike
7,20

1 925 250

November
2004

November
2005

The number of options and the exercised price will change in the event of a share split.

In thousands of options

Strike
2,50

206 250
5 000

360 000

200 000

200 000

40 000

100 000

325 000

400 000

11 569 500

155
Strike price = exercise price

				
The fair value of services received in return for share options granted are measured by reference to the fair value of share options granted.
The estimate of the fair value of the services received is measured based on the Black and Scholes model. 				
				
The expected volatility is based on historic volatility (calculated based on the weighted average remaining life of the share options), adjusted for
any expected changes to future volatility due to publicly available information.			
				
Share options are granted under a service condition, not a market based condition. Such conditions are not taken into account in the grant date
fair value measurement. There are no market conditions associated with the share option grants.
In 2006, an annual average attrition rate of 15% is used.			

Compensations to Execuive Management
Opera Sotware ASA has an Executive Management consisting of leading employees in the mother company

Remuneration

Erik C. Harrell, COO/CFO

2006

2005

9.52

2.85

Expected volatility (weighted average)

0.57

0.52

Option life (adjusted for expectations of early exercise)

2.45

2.16

0

0

3.47

3.45

Note

2006

2005

17

5 453

2 995

5 453

2 995

Expected dividends
Risk-free interest rate (based on national government bonds)
Total costs, booked as wage expenses

Expensed in accordance with IFRS nr. 2

Other
compensation

Pension
compensation

Benefit
exercised
options

Total
compensation

892 435

4 000

45 912

584 000

1 526 347

1 001 622

6 000

45 912

-

1 053 534

45 912

3 164 000

4 102 347

892 435

Rolf Assev, CSO

45 912

4 817 250

5 755 597

314 492

892 435
4 000

11 856

584 000

1 064 348

Scott Hedrick, EVP Devices

836 795

146 940

45 912

-

1 029 647

Roger Carlhammar, EVP Mobile

722 967

56 430

-

830 409

Anne Stavnes, EVP HR & Facilities

579 615

6 000

41 532

494 000

1 121 147

Timo Bruns, EVP Business
Development

840 545

4 000

45 912

1 182 500

2 072 957

Christian Jebsen, previous COO,
resigned 01.11.06

745 435

4 000

3 871 250

4 620 685

Christen Krogh, VP Engineering

Fair value at measurement date (average per option)

Bonus

Executives
Jon S. von Tetzchner, CEO

Fair value of share options and assumptions

Salary

Håkon Wium Lie, CTO, styremedlem

150 000

51 012
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Note 4 Wage costs/ Number of employees/Remunerations (continued)

Note 4 Wage costs/ Number of employees/Remunerations (continued)

[ Numbers in TNOK ]

[ Numbers in TNOK ]

Compensations to Execuive Management continued
Opera Sotware ASA has an Executive Management consisting of leading employees in the mother company

There are no existing agreements concerning loans or security deposits to key personnel, members of the board, or their related parties.
The Executive Management and six other persons (incl. the Board) have received options during the financial year.

Remuneration

Salary

Bonus

Other
compensation

Pension
compensation

Benefit
exercised
options

Total
compensation

The Executive Management have the following numbers of options.
Opening
balance

The Board of Directors
Nils A. Foldal,
Chairman of the Board

150 000

Grace Reksten Skaugen,
Vice Chairman

150 000

322 500

472 500

John R. Patrick, Board member

155 725

76 000

231 725

William J Raduchel, Board member

77 600

-

77 600

Michael Tetszchner, Board member

150 000

617 500

Issued
options

Terminated
options

Executed
options

Average
exercise
price - A

Closing
balance

Average
exercise
price - B

Average
lifetimeC

100 000

7.2

100 000

7

2

730 000

124 512

-

0

250 000

25

2

-

859 599

150 000

Value of
IFRS 2
unvested
cost for
shares the period

Executives
Jon S. von Tetzchner,
CEO

200 000

Erik C. Harrell,
COO/CFO

200 000

100 000

767 500

Rolf Assev, CSO

500 000

-

250 000

8.6

250 000

9

2

1 475 000

377 883

50 000

Ole Peter Lorentzen, Board member

75 000

-

75 000

-

262 500

7.5

262 500

8

2

1 837 500

324 157

15 000

478 721

24 732

617 500

1 135 953

Christen Krogh,
VP Engineering

525 000

Stig Halvorsen, Employee
representative

-

100 000

7.2

100 000

7

2

730 000

124 512

15 000

499 216

27 036

617 500

1 158 752

Håkon Wium Lie,
CTO

200 000

Rune Lillesveen, Employee
representative

100 000

-

250 000

26

2

-

901 921

15 000

444 144

21 300

-

480 444

Scott Hedrick,
EVP Devices

200 000

Charles C. McCathienevile,
Employee representative

200 000

-

200 000

35

2

-

860 561

125 000

Roger Carlhammar,
EVP Mobile

-

125 000

Nils Rydbäck, previous
board member

78 125

78 125

Anne Stavnes,
EVP HR & Facilities

20 000

2.5

20 000

3

2

240 000

8 281

Live Leer, previous
Employee representative

15 000

445 447

308 750

769 197

75 000

11.43

200 000

11

2

614 000

283 668

Snorre Grimsby, previous
Employee representative

15 000

499 364

720 000

1 234 364

5 626 500

3 865 094

1 186 450

10 085 668

17 976 750

29 933 178

Christian H. Thommessen,
previous Chairman of the Board

Total

51 012

174 940

458 358

The presented bonuses are the actual bonuses paid out in 2006. Earned, not paid out bonuses in 2006, are not included in the table
Other remunerations mentioned in the Norwegian Accounting Act § 7-13b are not relevant for the company.
The Executive Group is included in the company`s pension scheme for the employees. The pension`s scheme is a defined contribution plan.
There has been no compensation or other economical benefits given from businesses within the same Group. There has been no significant
additional compensations given to a director with regard to special services out of the normal functions provided.

Timo Bruns,
EVP Business
Development
Sum

50 000

40 000
275 000

-

2 140 000

400 000

100 000

807 500

1 632 500

A - average exercise price for options executed in the financial year
B - average exercise price for the number of options held by the end of the financial year
C - The options run for a four year period, where 25% of the options may be exercised every year (without certain exceptions where the board
has decided that 40% of the option may be exercised in the first year and 20% in the subsequent years.) If the contract of employment is
terminated, regardless of reason, the employee loses his right to exercise the options.
Therefore, the average lifetime for the granted option is 2 years.
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Note 4 Wage costs/ Number of employees/Remunerations (continued)

Declaration of executive compensation policies

[ Numbers in TNOK ]

The Board of Directors has in accordance with the Public Limited Liability Companies Act § 6-16a outlined policies regarding the compensation of
the Executive Team.													

Shares and options owned by members of the board and the general manager pr. 31.12.06:
Name

Commission

Shares

Options

Strike price

Total

Nils A. Foldal

Chairman

43 000

150 000

24.0

193 000

Grace Reksten Skaugen

Vice Chairman

18 750

56 250

10.0

75 000

Håkon Wium Lie *)

Board Member

1 530 625

100 000

7.2

1 630 625

Michael Tetzschner

Board Member

25 000

50 000

2.5

75 000

John R. Patrick

Board Member

117 089

25 000

10.0

142 089

William J. Raduchel

Board Member

0

100 000

24

100 000

Ole Peter Lorentzen **)

Board Member

7 665 105

75 000

24

7 740 105

Charles McCathieNevile

Board Member

0

0

-

0

Rune Lillesveen ***)

Board Member

0

25 000

2.5

25 000

Stig Halvorsen ***)

Board Member

0

25 000

2.5

25 000

Jon S. von Tetzchner *)

CEO

17 481 250

100 000

7.2

17 581 250

26 880 819

706 250

*)

27 587 069

Håkon Wium Lie and Jon S. von Tetzchner have transferred their shares to Amadeus Invest AS. Primary insiders in Amadeus Invest AS are
Mr. Tetzchner (88,17%), Mr. Wium Lie (7,5 %). Please see note 10.

**)

Ole Peter Lorentzen indirectly owns shares in Extellus AS, which owns 1 869 135 shares in Opera. Ole Peter Lorentzen is also the Chairman
of the Board of Caprice AS, which owns 5 795 970 shares in Opera.

***)

Representative of employees

****) Bjørnvold Invest AS, owned by Rolf Assev’s close relatives, owns 574 000 shares in Opera.
Opera Software ASA grants options with a call price that represents a fair market value on the grant date.
Shares and options owned by other leading employees as of 31.12.06:
Title

Shares

Options

Strike price

Total

Rolf Assev ****)

Chief Strategy Officer

753 820

100 000

7.2

853 820

Rolf Assev

Chief Strategy Officer

0

150 000

10.0

150 000

Erik C. Harrell

Chief Operational Officer /

0

150 000

15.7

150 000

0

100 000

34.9

100 000

2.5

114 225

Chief Financial Officer
Erik C. Harrell

Chief Operational Officer /

Christen Krogh

VP Engineering

26 725

87 500

Chief Financial Officer
Christen Krogh

VP Engineering

0

175 000

7.2

175 000

Timo Bruns

Executive Vice President

0

125 000

10.0

125 000

Timo Bruns

Executive Vice President

0

75 000

14.3

75 000

0

150 000

18.0

150 000

0

100 000

34.9

100 000

0

20 000

2.5

20 000

0

200 000

34.9

200 000

780 545

1 432 500

Business Development
Business Development
Scott Hedrick

Executive Vice President Device
Business Unit

Scott Hedrick

Executive Vice President Device
Business Unit

Anne Stavnes

Executive Vice President HR &
Facilities

Roger Carlhammar

Executive Vice President
Mobile Business unit

2 213 045

The Company has designed its executive compensation program around the following main objectives: (a) attracting, motivating, and retaining the
right people, and (b) ensuring alignment of managements’ interests with the long-term interests of shareholders. Beginning in 2007, executive compensation packages comprise a combination of base salary, bonus, and long-term incentive compensation. A combination of objective and subjective
factors is used for each executive officer of the company. These factors are described below.							
						
													

Components of Executive Compensation										
Base Salary													
The following factors are decisive for the determination of the base salary of the Executive Team: (a) competitive pay practices, (b) job scope and
responsibility, and (c) evaluation of business and individual performance. Adjustments in base salary are reviewed every 12 months or longer. 		
Base salary of executives who are promoted or change jobs within the Executive Team may also be adjusted.					
Bonus and other benefits													
Annual bonuses to the Executive Team are linked to the Company’s, business units’, and individual’s performance. Relevant measures considered
by the Board in defining and evaluating the executive officers’ performance include: financial measures such as revenue growth and profit target
achievement, and non-financial measures such as strategic vision, innovation, management effectiveness, and embodiment of the company’s 		
core values and culture. Members of the Executive Team may receive other benefits that are appropriate for the Executive Team member’s 		
particular situation and local compensation norms e.g., in conjunction with a foreign assignment or special requirements of a new role.		
											
Long-term incentive compensation											
During 2006, this element in the compensation framework is covered through an employee stock option program. This four-year program is
designed to act as an incentive and retention tool which aligns management’s interests with those of shareholders. The exercise price is set to
market price at the date of grant. The stock options may be exercised on a pre-defined date once a year. The stock options are allocated based on
an evaluation of job scope and responsibility as well as individual performance.								
					
In March 2007, the Board of Directors approved a new employee stock option program, which is intended to continue and strengthen the
incentive and retention effect and align management’s interests with those of shareholders. Please see Note 13 Subsequent Events for further
information.
Pensions 												
Members of the Executive Team participate in the regular pension program available for all other employees in the location where they are
based. 													
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Note 5 Other expenses
[ Numbers in TNOK ]

Consultancy fees for technical development
Rent and other office expenses
Equipment
Audit, legal and other advisory services

2006

2005

2004

2 763

2 880

5 534

12 928

7 979

5 684

6 964

5 761

4 263

11 330

4 450

2 588

Travel expenses

12 684

6 934

4 449

Other expenses

23 076

14 635

6 580

Total other expenses

69 745

42 639

29 098

Research				
The research costs relating to source code development, mainly consists of salary expenses. These salaries are estimated at 		
NOK 81 910K ( 2005: NOK 51 276K)			

Note 6 Financial market risk
[ Numbers in TNOK ]
Opera Software ASA has no interest bearing debt, financial fixed assets in the form of loan, semi-raw materials or investments in shares except from
investment in subsidiaries. Consequently, the financial risk the group faces is related to exchange risk in USD and EUR. Exchange rate fluctuation
in the currency may have an effect on the P/L statement. Opera does not use financial derivatives to control the fluctuation in exchange rates or
interest rates.								
				
Currency risk:				
Opera Software’s income is mainly in US dollar and Euro. Changes in exchange rates have an immediate effect on the company’s revenue and
result.
2006

2005

Numbers in thousand NOK

%

Numbers in thousand NOK

%

311

0.15

1 693

1.10

USD

75 789

35.45

67 894

44.10

EUR

137 684

64.40

84 367

54.80

Sum

213 784

100.00

153 954

100.00

NOK

According to the Norwegian Central Bank, the 2006 average exchange rates for American Dollars and Euros against the NOK was 6.4180
(2005; 6.4450) and 8.0510 (2005; 8.0073). A reduction in the average dollar rate by 10 % would reduce the income and operating result by NOK 7 579K
(2005; 6 789K). A reduction in the average euro rate by 10 % would reduce the income and operating result by NOK 13 768K (2005; 8 437K). A 10 %
increase in the average euro exchange rate would increase the income and operating result with the same numbers.				
			
Credit risk:				
Credit limits offered to customers are evaluated and authorized by management on an individual and ongoing basis. Customers reaching a credit
threshold are given a credit rating.				
				
Rent risk and cash unit trust: 			
As at 31 December 2006 the group has investments in two money market funds. These are booked at fair value, recorded as Cash and cash equivalents since the funds are liquid and immediately available. There is a potential risk of losses on the redemption of units occurring after 31 December
2006.				
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Note 7 Tax

Note 7 Tax

[ Numbers in TNOK ]

[ Numbers in TNOK ]

Consolidated Group
2006

01.01 - 31.12

01.01 - 31.12

2005

2004

Deferred tax assets and liabilities/
Movement in temporary differences during the year

Tax expense for the year
774

1 781

141

Deferred tax - gross changes

-8 059

402

23 676

Taxes on capital raising costs

2 349

22

0

Current tax

Tax paid abroad
Too much/litle booked taxes previous year
Total tax expense for the year

4 509

0

537

22

-386

0

-405

1 819

Inventory, office machinery etc.

Posted
Balance

Posted to

directly to the

Balance

01.01.05

P/L

equity

31.12.05

-165

606

0

440

50

-181

0

-131

Accounts payable
Social security cost on share options

-612

-934

0

- 1 546

Loss carry forward

-903

-903

0

0

- 1 630

-1 412

0

-1 237

24 354
Deferred taxes / (tax assets)

Specification of tax payable:
Current tax

774

1 781

Posted

0

Taxes on capital raising costs

0

22

0

Balance

Too much/little booked taxes previous year

0

-386

0

01.01.06

Tax settlement previous year
Prepaid tax Hern Labs/branches
Taxes on capital raising costs
Tax paid to a foreign country
Total tax payable

0

-526

0

Inventory, office machinery etc.

-574

-240

0

Accounts payable

0

-22

0

Social security cost on share options

0

-80

0

Tax value of loss carry-forwards utilised

201

548

0

Deferred taxes / (tax assets)

Posted to

directly to the

Balance

P/L

equity

31.12.06

440

328

16

784

-131

424

0

293

-1 546

677

0

-869

0

-7 139

-2 365

-9 504

-1 237

-5 710

-2 349

-9 296

The groups’s opinion is that deferred tax asset can be substantiated in the future. The company’s opinion is based on expected and estimated

Recognized deferred tax assets and liabilities/

future income.

Deferred tax assets and liabilities are
attributable to the following:

Change in deferred tax asset directly posted against the
Assets
2006

Liabilities
2005

2006

2005

2006

Note

2005

10

Capital raising costs
Total deferred taxes posted directly against the equity

Inventory, office machinery etc.
Accounts receivable
Payroll tax on share options
Tax value of loss carry-forwards
Deferred taxes/ (tax assets)
Set off of tax
Net deferred taxes / (tax assets)

0

217

784

223

784

2006

2005

2 365

-22

2 365

-22

equity capital

Net

440

0

-131

293

0

293

-131

-869

-1 546

0

0

-869

-1 546

-9 504

0

0

0

-9 504

0

-10 373

-1 460

1 077

223

-9 296

-1 237

723

223

-723

-223

0

0

-9 650

-1 237

354

0

-9 296

-1 237

Reconciliation of effective tax rate
Profit before tax
Income tax using the domestic corporation tax rate
Too much/little booked taxes previous year
Tax paid to a foreign country
Effect of different tax rates between countries
Taxes on other permanent differences

2006

2005

-18 596

4 618

28.0 %

-5 207

28.0%

1 293

-0.1%

22

-8.4%

-386

-17.5%

3247

0.0%

0

0.4%

-75

0.0%

0

-8.6%

1 608

19.7%

912

2.2%

-405

39.4%

1 819

Permanent differences
Permanent differences do not include non-deductable costs, including costs related to share-based remuneration.
Taxes paid abroad are deducted as a deductible cost, as the company has a loss for the year and therefore has no taxes payable in Norway.		
		

46 | Opera Software ASA | Annual Report 2006

Annual Report 2006 | Opera Software ASA | 47

Note 8 Fixed assets

Note 9 Investment in subsidiaries

[ Numbers in TNOK ]

[ Numbers in TNOK ]

Consolidated Group

2006

2005

Total

Total

Goodwill

Company

Hern Labs AB

Opera Software International AS

Date of purchase

13.12.2000

05.01.2005

Registered office

Linköping in Sweden

Oslo in Norway

Cost rented

Machinery and

Fixtures and

premises

equipment

fittings

Acquisition cost as of 01.01

3 618

8 588

4 410

7 857

24 473

15 575

Ownership interest

100%

100%

Acquisitions

5 822

6 654

1 168

0

13 644

9 034

Proportion of votes

100%

100%

0

0

0

0

0

-136

Purchase cost

7 965

1 006

Goodwill at acquisition cost

7 857

0

Formal information

Acquisition cost

Disposals
Currency differences
Acquisition cost as of 31.12

0

144

0

0

144

0

9 440

15 386

5 578

7 857

38 261

24 473

Depreciation
Depreciation as of 01.01

2 294

2 598

2 482

4 715

12 080

Information related to the date of purchase (in the
year of purchase)

10 095

0

0

0

0

0

-69

Accumulated depreciation as of 31.12

3 058

5 281

3 389

4 715

16 443

12 080

Opera Software ASA’s financial statement are available at Opera Software ASA’s headquarters at Waldemar Thranes gt. 98 in Oslo, Norway.

Net book value as of 31.12

6 382

10 105

2 189

3 142

21 818

12 393

The Company has brought Motivation AS shares for NOK 50K.

764

2 692

908

0

4 364

2 055

Disposals fixed assets

Depreciation for the year
Useful life
Depreciation plan

5 years

Up to 4 years

Up to 5 years

Up to 5 years

Linear

Linear

Linear

Linear

Goodwill relates to the acquisition of the company Hern Labs AB. See note 9.					

Information regarding goodwill in accordance with change in accounting principples to IFRS						
		
Acquisition cost

7 857

Accumulated depreciation as of 31.12.04

6 287

Net book value as of 31.12.04

1 570

Reversed depreciation 2004

1 572

Net book value as of 01.01.04

3 142

The depreciation plan for Machinery and equipment was in 2005 changed from 3 to 4 years.					
					
Operating leases: 				
The Group rents offices in Waldemar Thranes Gate 84, 86 and 98. In 2005, the Group entered into a new lease lasting throughout 2010, with an
option for renewal. The lease agreement, according to IAS 17, is considered as an operating lease.

Leasing costs expensed
Duration of the lease contract

Less than one year
More than five years

Recognized goodwill is wholly related to the acquisition of Hern Labs AB, which is a Company delivering development services to Opera Software
ASA. Hern Labs charges services on a cost plus basis to the parent company and therefore, it is not practical to assess its market value on a cash
flow basis. The Opera Software ASA Group is considered to be the smallest cash generating unit. Due to the market value of the Opera group

2006

2005

6 097

4 469

31.12.10

31.12.10

2006

2005

Non-terminable operating leases due in:
Between one to five years

		
Testing at a decrease in value for cash generating units including goodwill.					

6 200

5 890

15 600

24 799

0

0

21 800

30 689

at 31 December 2006 being considerably higher than equity value, it has not been considered necessary to impair the value of goodwill. The
group has not performed a complete impairment test as at 31 December 2006 according to IAS 36 due to recognized goodwill being considered
immaterial.
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Note 10 Shareholders’ equity and information

Note 10 Shareholders’ equity and information

[ Numbers in TNOK ]

[ Numbers in TNOK ]
Face
value

Number

Share
capital

Premium
fund

Other
reserves

Translation
differences

Other
equity

Total

On 30 March 2006 the Board of Directors decided to increase the share capital by NOK 130K from NOK 2 158K to NOK 2 288K, and the share
premium reserve by NOK 211 120K before transaction costs are deducted. On 22 May 2006, the Board of Directors decided to increase the share
capital by NOK 43K from NOK 2 288K to NOK 2 331K, and the share premium reserve by NOK 12 927K before transaction costs are deducted. On

Equity as of 31.12.2004

0.02

99 265

1 985

200 701

Increase of equity

0.02

3 562

71

7 492

Increase of equity not
registered in 2005

4 537

Equity as of 31.12.2005

102 827

2 056

208 188

262 420

14 270

14 270

2 995

2 995

-5
0.02

55 203

7 563

Share-based remuneration,
net after taxes
Total recognized income and
expense

-6

21 802

-92

2 799

2 702

-98

58 002

289 950

18 August 2006, the Board of Directors decided to increase the capital by NOK 7K from 2 331K to NOK 2 338K, and the share premium reserve by
NOK 868K before transaction costs are deducted. On 20 December 2006 the Board of Director decided to increase the capital by NOK 10K from
NOK 2 338K to NOK 2 348, and the share premium reserve by NOK 3 835K before transaction costs are deducted. The increase in share capital
decided 20 December 2006, was registered in the Register of Business Enterprises in 2007 and is therefore presented as an increase of equity not
registered in 2006. The new shares give right to a dividend from the fiscal year 2006.							
							
Warrants 				
At an extraordinary General Meeting in August 2002 it was decided to issue 350,000 warrants to International Business Machines (“IBM) as part
of a contract signed in June 2002. The warrant expires five years after the commercial agreement has been signed, or two and a half years after an
stock-exchange listing of the company.

Changes in equity in current
year

The redemption price is set at NOK 2.5 per stock. The warrants were exercised in October 2006.
0

Increase of equity 2005
registered in 2006

0.02

5 079

102

14 168

Increase of equity April

0.02

6 500

130

211 120

211 250

Increase of equity June

0.02

2 172

43

12 927

12 970

Number of

Increase of equity October

0.02

350

7

868

875

Shares

-8 446

-8 446

2 365

2 365

Issue expenses
Impacts of tax of equity
transactions

-14 270

Increase of equity not
registered in 2006

3 126

3 126

Share-based remuneration,
net after taxes

5 453

5 453

Total recognized income and
expense
Equity as of 31.12.2006

0.02

116 928

2 338

441 190

16 111

118

-18 191

-18 073

20

39 811

499 470

Ownership structure:

			

Stockholders owning more than 1 % of Opera Software ASA as of 31 December 2006 were: 				
Owners’ share

Voting share

Amadeus Invest AS

19 826 755

16.96%

16.96%

Arepo AS

15 512 120

13.27%

13.27%

JPMorgan Chase Bank S/A Oppenheimer fund

11 000 000

9.41%

9.41%

5 795 970

4.96%

4.96%

Caprice AS
Arion Custody

3 493 140

2.99%

2.99%

Vital Forsikring ASA Omløpsmidler

3 229 973

2.76%

2.76%

Extellus AS

1 869 135

1.60%

1.60%

Commerzbank AG S/A Cominvest

1 818 500

1.56%

1.56%

DNB NOR Norge (IV) VPF

1 682 603

1.44%

1.44%

Verdipapirfondet KLP

1 588 044

1.36%

1.36%

The holders of ordinary shares are entitled to receive dividends as declared from time to time, and are entitled to one vote per share at the

Northern Trust GSL-L Treaty Clients

1 550 000

1.33%

1.33%

General Meeting. 						

DNB NOR SMB VPF

1 430 000

1.22%

1.22%

All shares rank equally with regard to the Group’s residual assets. The Group does not have any preference shares. 				

JP Morgan Chase Bank Non Treaty AC

1 385 000

1.18%

1.18%

For information regarding share options, please see the accompanying note no. 4. 						

Wilhemsen capital AA

1 344 266

1.15%

1.15%

The Board of Directors has proposed that no dividends will be paid out based on the 2006 annual accounts.
				
On 15 June 2006, the General Meeting decided to give the Board of Directors an authority to increase the share capital by NOK 288K. 			

DNB NOR Nordic Techn VPF

1 254 583

1.07%

1.07%

Skandinaviska Enskil A/C Clients Account

1 222 730

1.05%

1.05%

Sundt

1 218 933

1.04%

1.04%

75 221 752

64.33%

64.33%

The Board of Directors has used the authority during 2006 and expanded the share capital by NOK 17K (determined but not registered
increase of equity). The reminder of the authority not used by 31 December 2006 is NOK 211K. The authority is valid until the next ordinary

Sum

General Meeting in 2007, but not longer than 30 June 2007.

Other shareholders

							

Total numbers of shares

Paid in, not registered increase of capital

						

On 18 November 2005, the Board of Directors decided to increase the share capital by NOK 6K from NOK 2 056K to NOK 2 062K, and the share premium reserve by NOK 2 414K before transaction costs are deducted. On 25 November 2005, the Board of Directors decided to increase the share
capital by NOK 10K from NOK 2 062K to NOK 2 073K, and the share premium reserve by NOK 3 840K before transaction costs are deducted. On 14
December 2005, the Board of Directors decided to increase the share capital by NOK 85K from NOK 2 073K to NOK 2 158K, and the share premium
reserve by NOK 7 915K before transaction costs are deducted. The increase in capital was registered in the Register of Business Enterprises in 2006
and is therefore presented as an increase of equity not registered in 2005. The new shares give right to a dividend from fiscal year 2005.		
										

41 706 494

35.67%

35.67%

116 928 246

100.00%

100.00%
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Note 11 Accounts receivable, other receivables, accounts payable and other
payables
[ Numbers in TNOK ]
				
Financial assets and liabilities mainly comprise short term items (not interest bearing). Based on this, management considers that the Opera Group
does not have financial assets or liabilities with potentially significant differences between net book value and fair value.				
				

Note 12 Contingent liabilities
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In some contracts, Opera receives payment in advance to cover development, a guaranteed number of licenses, and maintenance. The elements in
the different contracts are assessed in accordance with best estimate at true value and booked as the elements are delivered. If the elements can
not be separated, all income is booked in aggregation in accordance with the percent of completion method.					

Note 15 Related parties
The group has not been involved in any transactions with related parties beyond transactions with the subsidiaries Hern Labs and Opera Software
International AS, and transactions with its directors and executive officers. Please see the accompanying note 4 and 9. 		
One member of the Board of Directors, John Patrick, has during 2006 received NOK 144K due to consultancy work. The agreement with regard to
the consultancy work was entered into a contract on July 1, 2005.

[ Numbers in TNOK ]
Claim for compensation from former Japanese distributor:					
During the spring of 2004, Opera replaced its distributor in Japan. Following this, the former distributor launched a claim against Opera based on
their assertion that Opera is obliged to purchase back their inventory of unsold Opera products. In Opera’s opinion, the claim clearly lacks merit.
Opera has contested the claim and will continue to do so vigorously.					
The distributor took legal proceedings against Opera and Opera’s new distributor at the Court of Tokyo during June 2005. The proceeding was
served to Opera in October 2005. According to the proceeding Opera and the new distributor were sued for JPY 41 052 520 (app. NOK 7 141K). The
contract is governed by Norwegian law and all disputes must be resolved by the courts of Norway. The complaint was dismissed by the courts of
Tokyo in 2006. Opera assumes that this makes it unlikely that the distributor will pursue the claim. Consequently, the group has not booked any
accruals in the financial statements related to this issue.

Note 13 Subsequent events
On March 14, 2007, the Board of Directors of Opera Software approved a new employee stock option program as part of a new compensation
policy for the Company. The program includes a one-time grant of 6 million stock options today and up to 1 million for the remainder of 2007, plus
additional annual grants in the range of 2 to 3 million options from 2008 to 2011, subject to renewals of the Board’s authority to increase the share
capital from the General Assembly. Each option gives the option holder the right to acquire one share in the Company. The strike price of each
option granted will be equal to the market price of the Opera share on the date of the grant. The options will vest annually over 4 years. The option
holder will be responsible for the Company’s payroll taxes.
Employees with an existing option program with a strike price between NOK 13.40 and 34.90 will have the possibility to convert their remaining
options to the same conditions as stated in the new option program. In addition to the new option program, it has been decided that the Executive
Group, incl. CEO, shall receive an annual bonus-compensation based on financial goals and non-financial goals. 					
Please see note 4 Decleration of Executive compensation policies, for more detailed information.					
								
					

Note 14 Accounting estimates and judgements
Management has evaluated the development, selection and disclosure of the group’s critical accounting policies and estimates and the application
of these policies and estimates.				
			

Key sources of estimation uncertainty
Based on signed contracts with large, established market participants, Opera develops and adjusts the Opera browser to be compatible with
mobile phones, game consoles etc. The adjustments and modifications are done continuously over time. Hence, income and costs are booked in
accordance with the percentage of completion method. Estimation of the degree of completion is based on best estimate. The management’s
choice of estimates for the degree of completion has a considerable effect on booked income.				
The company has in note 6 given a detailed analysis of the currency risk and risk related to changes in foreign exchange rates.		
The group has established an option program for its employees. The options are booked in accordance with IFRS 2. The option cost is estimated
based on various assumptions, such as volatility, interest level, dividend and the assumption of how many will exercise their option etc. The chosen
assumptions may have a great impact on the size of the option cost. The assumptions are given in note 4. 				

Critical accounting judgements in applying the company’s accounting policies				
The group has changed its activities related to technological development so that it is in accordance with IAS 38. Based on this evaluation it
has been decided not to post expenses related to these activities to the balance sheet. The reasoning for this is that the group has entered into
contracts with customers, committing the group to develop a custom made browser in exchange for an agreed fee. The fee received is meant to
compensate Opera’s expenses related to this specific technological development. These projects are booked in accordance with the percentage of
completion method, which states that related income and expenses should be booked in the same period. Other activities are defined as research
and the costs are expensed as they are incurred.

Transactions with key management personnel
Directors of the Group and their immediate relatives control 24% of the voting shares of the Group. The Group have not given any loans to
directors or key management personnel as of 31 December 2005 and as of 31 December 2006.
Executive officers also participate in the group’s share option programme (see note 4)
The key management personnel compensations please see the accompanying note no. 4
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Note 16 Earnings pr. share
[ Numbers in NOK ]
2006

2005

2004

Net result

-18 191 000

2 799 000

57 531 000

Time average of outstanding shares 1)

102 807 080

100 698 801

95 634 941

Earnings pr. share

-0.177

0.028

0.602

Equity diluted earnings per share

-0.177

0.027

0.553

Basic earnings per share

			

The calculation of basic earnings per share at 31 December 2006 was based on the profit attributable to ordinary shareholders and a weighted
average number of ordinary shares outstanding during the year ended 31 December 2006 are calculated as follows:

1)

2006

2005

2004

102 807 080

99 265 497

84 652 747

Calculation of average number of shares
Number of shares outstanding as of January 1
Share issue 19.10.2006 (73 days)

70 000

Share issue 12.06.2006 (201 days)

1 196 088

Share issue 03.04.2006 (272 days)

484 384

Share issue 17.01.2006 (348 days)

500 548

Share issue 06.06.2005 (208 days)

1 508 250

Share issue 20.09.2005 (102 days)

2 053 333

Share issue 10.3.2004 (296 days)

12 500 000

Share issue 16.3.2004 (290 days)

357 500

Share issue 22.6.2004 (192 days)

1 492 750

Share issue 15.12.2004 (16 days)
Average number of shares

262 500
102 807 080

100 698 801

95 634 941

4 256 500

6 791 500

6 627 250

350 000

6 670 000

4 256 500

7 141 500

13 297 250

The following equity instruments has diluting effect
Options
Warrants
Total

The options and the warrants have various call prices and reflect a cash inflow of NOK 51 146k
(2005; 51 249k). According to GAAP regarding earnings per share, the cash inflow is included in
the calculations of diluted earnings per shares.						
Average market value, which is used in the calculations, is calculated as the average share price
in the period 01.01 - 31.12.2006 (2005; 11.03.-31.12.2005). The average market value is calculated
to be NOK 20.92 (2005; 12.93).						
Options and warrants

4 256 500

7 141 500

13 297 250

Number of bought shares (NOK 41 704K/8.52)

2 492 668

3 963 592

4 894 835

Number of shares with diluting effect

1 713 832

3 177 908

8 402 415

Expected options to be exercised (85%)

1 456 757

3 177 908

8 402 415

The diluting effect will not be included due to the Group`s deficit, owing to the fact that this will increase the EPS. 		
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Profit and Loss Account

Statement of recognized income and expense

[ Numbers in TNOK ]

[ Numbers in TNOK ] 	 	 	 	 	  	 	

Parent
Numbers in TNOK

01.01 - 31.12
Note

Parent

IFRS

IFRS

IFRS

2006

2005

2004

31.12.2006

31.12.2005

0

0

Profit for the period

-20 593

1 990

Total recognized income and expense for the period

-20 593

1 990

-20 593

1 990

0

0

-20593

1 990

Note
Net income recognized directly in equity

Revenue
Other income

1, 2, 6

213 731

153 954

99 325

3

53

0

87 689

213 784

153 954

187 014

Total operating income
Cost of goods sold
Payroll and related expenses
Depreciation expenses
Other operating expenses

4

4 641

0

0

119 941

92 071

66 742

8

3 556

1 504

924

4, 5, 10, 16

115 117

61 009

40 811

Attributable to:
Equity holders of the parent
Minority interest
Total recognized income and expense for the period

Profit/loss from operation

-29 471

-630

78 537

Interest income

6

9 177

3 122

3 077

Other financial income

6

4 227

3 185

2 213

Interest expenses

6

-15

-8

-6

Other financial expenses

6

-5 820

-2 173

-2 610

-21 902

3 496

81 211

1 309

-1 506

-24 154

-20 593

1 990

57 057

Operating result before tax
Tax on ordinary result

7

Net profit/loss for the year
Earnings per share (NOK)

17

-0.200

0.020

0.597

Diluted earnings per share (NOK)

17

-0.198

0.019

0.548

-20 593

1 990

57 057

Profit/ loss for the year is allocated as follows:
Other equity

11
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Balance Sheet

Balance Sheet

[ Numbers in TNOK ] 	 	 	 	 	 	 	
 	 	 

[ Numbers in TNOK ] 	 	 	 	 	 	 	
 	 	 

Parent

Note

31.12.2006

31.12.2005

Parent

Note

Assets

Shareholders’ equity and liabilities

Fixed assets

Equity

Tangible fixed assets

Paid-in capital

Office machinery, equipment etc.

8

Total tangible fixed assets

16 649
16 649

7 914
7 914

Financial fixed assets
7

9 638

1 454

Investments in subsidiaries

9

8 971

8 971

11

2 338

2 056

Share premium reserve

11

441 190

208 188

Other reserves

11

16 110

21 802

459 638

232 046

39 946

60 538

39 946

60 538

499 584

292 584

23 253

7 339

Retained earnings

Investments in other shares

50

Total financial fixed assets

18 659

10 425

Total retained earnings

Total fixed assets

35 308

18 339

Total equity attributable to equity holders of the parent

Other equity

11

Liabilities

Current assets
Receivables

Current liabilities
10, 12

54 779

24 821

Account payable

Unbilled revenue

12

43 636

57 142

Taxes payable

Other receivables

10, 12

20 429

10 831

Social security, VAT and other taxation payable

Accounts receivables

Total receivables

118 844
6

419 278

10, 12
7

0

549

12

12 371

15 618

10, 12

38 222

9 890

Total short term liabilities

73 846

33 396

Total liabilities

73 846

33 396

573 430

325 980

Other short-term liabilities

Cash and cash equivalents

31.12.2005

Share capital

Total paid-in capital

Deferred tax asset

31.12.2006

92 794
214 847

Total current assets

538 122

307 641

Total assets

573 430

325 980

Total equity and liabilities

Oslo, 28 March, 2007

Nils A. Foldal

Grace Reksten Skaugen

Jon S. von Tetzchner

Chairman of the Board

Vice Chairman of the Board

Chief Executive Officer

Håkon Wium Lie

Michael Tetzschner

John R. Patrick

Ole Peter Lorentzen

William J. Raduchel

Rune Lillesveen

Stig Halvorsen

Charles McCathieNevile
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Cash flow statement

Note 1 Accounting principles

[ Numbers in TNOK ]  					
 	 	
Parent

 	

01.01 - 31.12
Note

2006

2005

Information about the accounting principles are given in the accompanying notes no 1 in the consolidated financial statement.

Note 2 income
Information about the income are given in the accompanying notes no 2 in the consolidated financial statement.

Cash flow from operating activities
-21 902

3 496

Taxes paid

7

-5 058

-606

Depreciation expenses

8

3 556

1 504

-16 450

-52 337

Changes in accounts payable

15 915

4 636

Changes in other accruals

15 482

3 067

Note 4 Wage costs/ Number of employees/Renumerations

5 452

2 995

[ Numbers in TNOK ] 		

-3 005

-37 245

Profit/loss before taxes

Changes in accounts receivable *)

Share-based payments with no cash effect
Net cash flow from operating activities

Note 3 Other income
Information about the other income are given in the accompanying notes no 3 in the consolidated financial statement.

Parent
01.01 - 31.12

Cash flow from investment activities
Acquisition of tangible fixed assets

8

-12 289

-7 890

Acquisition of shares

9

-50

-1 006

-12 339

-8 896

Net cash flow from investment activities
Cash flow from financing activities
Proceeds from issue of share capital
Net cash flow from financing activities

11

219 775

21 811

219 775

21 811

Net change in cash and cash equivalents

204 431

-24 330

Cash and cash equivalents 01.01 **)

214 847

239 177

Cash and cash equivalents 31.12

419 278

214 847

2006

2005

2004

Salaries

90 573

68 391

52 407

Social Security cost

16 011

15 596

10 589

Pension cost

3 529

1 289

0

Share-based remuneration

5 453

2 995

3 583

Other payments

4 375

3 800

163

Wage cost

119 941

92 071

66 742

Man-years

214

193

141

The company has during 2006 a pension scheme for the employees. The pension’s scheme is a
defined contribution plan which comprises the new requirements with regards to Obligatorisk
Tjeneste Pensjon ( OTP)
Remuneration to key management personnel
Information about remuneration to key management personnel are given in the
accompanying notes no 4 in the consolidated financial statement.
Independent auditors

*) Changes in unbilled revenue is included in changes in accounts receivable in the cash flow statement.

The total fees billed by independent auditors during 2006 was NOK 1 023K. This dividends as

**) Cash and cash equivalents of NOK 7 387K is restricted assets as of 31 December 2006, and NOK 19 604K

following:

is restricted assets as of 31 December 2005.

Statutory audit
Assurance services

614
95

Tax advisory fee

132

Other services

182

Total
Options
Information about optons are given in the accompanying notes no 4 in the consolidated
financial statement.

1 023
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Note 5 Other expenses

Note 7 Tax

[ Numbers in TNOK ]

[ Numbers in TNOK ]
Parent
2006

2005

01.01 - 31.12

01.01 - 31.12

2006

2005

-21 902

3 496

81 211

5 630

3 265

-11 008

2004

2004

Current tax:
Intercompany services
Consultancy fees for technical development
Rent and other office expenses

55 593

21 244

13 473

2 523

2 880

5 534

Permanent differences in profit and loss

10 030

6 600

5 001

Tax deductible emission cost booked against
equity

-8 446

-79

2 099

Taxes paid abroad

-4 509

0

0

Changes in temporary differences

-4 673

2 050

-72 302

Use of taxable loss carried forward

0

-3 226

0

-33 900

5 506

0

Tax 28%

0

1 542

0

Current tax

0

1 542

0

0

1 542

0

Deferred tax - gross changes

-8 183

329

23 617

Inventory

6 147

5 152

4 095

Audit, legal and other advisory services

9 554

4 068

2 508

Travel expenses

9 699

6 175

4 171

Other expenses

21 571

14 890

6 029

115 117

61 009

40 811

Total other expenses

Profit/ loss before taxes and extraordinary items

Research				
Opera Software ASA has bought services concerning the source codes of Opera’s browsers from Hern Labs AB for NOK 31 337K (2005: 21 244K).
The research costs are included in other operating costs in the income statement, and under intercompany services above.				
The expenses concerning research for source codes are mainly salaries. These salaries are for the company estimated to NOK 81 910K
(2005: NOK 51 276K).

Basis for current tax

Tax expense for the year
Current tax
Taxes on capital raising costs

2 365

22

0

Intercompany service			

Tax paid abroad

4 509

0

537

The company purchases marketing services from the subsidiary Opera Software International AS, which has branches/ subsidiaries in Japan, USA,
Korea and China. The cost is included in intercompany services above.

Too much booked taxes previous year

0

-386

0

-1 309

1 506

24 154

Current tax

0

1 542

0

Taxes on capital raising costs

0

22

0

Too much booked taxes previous year

0

-386

0

Tax settlement previous year

0

-527

0

Taxes on capital raising costs

0

-22

0

Tax paid to a foreign country

0

-80

0

Total tax payable

0

549

0

2005

2006

2005

2006

Total tax expense for the year

Note 6 Financial market risk
Information about financial market risk are given in the accompanying notes no 6 in the consolidated financial statement.

Specification of tax payable:

Recognized deferred tax assets and liabilities/
Deferred tax assets and liabilities are
attributable to the following:
Assets
2006

Liabilities

Net
2005

Inventory, office machinery etc.

0

0

430

223

430

223

Accounts receivable

0

-131

293

0

293

-131

Payroll tax on share options
Tax value of loss carry-forwards
Deferred taxes/ (tax assets)
Supplementary taxation
Net deferred taxes / (tax assets)

-869

-1 546

0

-869

-1 546

-9 492

0

0

-9 492

0

-10 361

-1 677

723

223

-9 638

-1 454

723

223

-723

-223

0

0

-9 638

-1 454

0

0

-9 638

-1 454
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Note 7 Tax

Note 8 Fixed assets

[ Numbers in TNOK ]

[ Numbers in TNOK ]
Parent

Deferred tax assets and liabilities/
Movement in temporary differences during the year

Posted
Balance

Posted to

directly to the

Balance

01.01.05

P/L

equity capital

31.12.05

Cost rented

Machinery and

Fixtures and

premises

equipment

fittings

2006

2005

Total

Total

Acquisition cost
Inventory, office machinery etc.

-165

389

0

223

50

-181

0

-131

Liabilities

-765

-781

0

-1 546

Loss carry forward

-903

903

0

0

Accounts receivables

Acquisition cost as of 01.01

3 618

8 587

1 974

14 179

6 289

Acquisitions

5 822

5 930

537

12 289

7 890

Acquisition cost as of 31.12

9 440

14 517

2 511

26 468

14 179

2 294

2 588

1 382

6 264

4 761

0

0

0

0

0

Accumulated depreciation as of 31.12

3 058

5 120

1 642

9 820

6 264

Net book value as of 31.12

6 382

9 397

869

16 649

7 914

764

2 532

260

3 556

1 504

5 years

Up to 4 years

Up to 5 years

Linear

Linear

Linear

Depreciation
Deferred taxes / (tax assets)

-1 784

330

0

Depreciation as of 01.01

-1 454

Impairment losses
Posted
Balance

Posted to

directly to the

Balance

01.01.06

P/L

equity capital

31.12.06

Inventory, office machinery etc.
Accounts receivable
Liabilities

223

207

0

430

-131

424

0

293

-1 546

677

0

-869

0

-7 1127

-2 365

-9 492

Tax value of loss carry-forwards utilised

Depreciation for the year
Useful life
Depreciation plan

Deferred taxes / (tax assets)

-1 454

-5 819

-2 365

-9 638

The company’s opinion is that deferred tax asset can be substantiated in the future. The company’s opinion is based on			

Operating leases: 				

expected and estimated future income. 					

Information about operating leases are given in the accompanying notes no 8 in the consolidated financial statement. 				

Change in deferred tax asset directly posted against the

Note

2006

2005

11

2 365

-22

2 365

-22

equity capital
Capital raising costs
Total deferred taxes posted directly against the equity
Reconciliation of effective tax rate
Profit before tax
Income tax using the domestic corporation tax rate

28.0 %

Note 9 Investment in subsidiary

2006

2005

-21 902

3 496

-6 133

28.0 %

[ Numbers in TNOK ]
The shares in the subsidiaries are booked according to cost of acquisition.

978
Company

Too much booked taxes previous year
Tax paid to a foreign country
Taxes on other permanent differences

Hern Labs AB

Opera Software International AS

Formal information

0.0%

0

-11.0 %

-386

-14.8%

3247

0.0 %

0

Date of purchase

13.12.2000

05.01.2005

-7.2%

1 577

26.1 %

914

Registered office

Linköping in Sweden

Oslo in Norway

6.0%

1 506

43.1 %

1 506

Permanent differences
Permanent differences does not include non-deductable costs, including costs related to share-based remuneration. Taxes paid abroad is
deducted as a deductible cost, as the company has a loss for the year and therefore has no payable i Norway.

Ownership interest

100%

100%

Proportion of votes

100%

100%

7 965

1 006

Information related to the date of purchase (in the year of purchase)
Purchase cost

Opera Software ASA’s financial statement are available at Opera Software ASA’s head quarter in Waldemar Thranes gt. 98 in Oslo, Norway
The company has bought Motivation AS shares for NOK 50K.
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Note 10 Outstanding accounts between companies within the same group
etc.

Note 12 Accounts receivable, other receivables, accounts payable and other
payables

[ Numbers in TNOK ] 		

Book value of receivables due in more than one year				
Accounts receivables

Other receivables

Financial assets and liabilities mainly compromise short term items (not interest bearing). Based on this it is managements assessment that Opera
Group does not have financial assets or liabilities with potentially significant differences between net book value and fair value.			
					

31.12.2006

31.12.2005

31.12.2006

31.12.2005

Entity within group

0

0

12 921

1 893

Note 13 Contingent outcome

Sum

0

0

12 921

1 893

Information about contingent outcome are given in the accompanying notes no 12 in the consolidated financial statement. 			
							

Note 14 Subsequent event
Other long term liabilities

Accounts payable

Information about subsequent events are given in the accompanying note no 13 in the consolidated financial statement.

31.12.2006

31.12.2005

31.12.2006

31.12.2005

0

0

17 606

3 331

Entity within group
Sum

0

17 606

0

3 331

[ Numbers in TNOK ]
Face
value

Number

Share
capital

Premium
fund

Other
reserves

Other
equity

Total

Equity as of 31.12.2004

0.02

99 265

1 985

200 696

Increase of equity in June

0.02

1 509

30

3 740

3 770

Increase of equity in September

0.02

2 053

41

3 809

3 850

-79

-79

Costs concerning equity issue transactions
Tax effect of equity capital transactions

4 537

58 548

265 766

22

22

Increase of equity not registered in 2005
Share-based remuneration, net after taxes

14 270

14 270

2 995

2 995

Total recognized income and expense
0.02

102 827

2 056

208 188

21 802

-14 270

1 990

1 990

60 539

292 584

Changes in equity in current year
0

Increase of equity 2005, registered in 2006

0.02

287

102

14 168

Increase of equity in April

0.02

6 500

130

211 120

211 250

Increase of equity in June

0.02

2 172

43

12 927

12 970

Increase of equity in October

0.02

350

7

Costs concerning equity issue transactions
Tax effect of equity capital transactions

868

875

-8 446

-8 446
2 365

2 365

Increase of equity not registered in 2006

3 126

3 126

Share-based remuneration, net after taxes

5 453

5 453

Total recognized income and expense
Equity as of 31.12.2006

0.02

112 136

2 338

441 190

16 110

-20 593

-20 593

39 947

499 584

Free equity						
The company has a free equity at NOK 46 417K as of 31 December 2006. Further information about shareholders’ equity and information are
given in the accompanying notes no 10 in the consolidated financial statement.					

The company has not been involved in any transactions with related parties beyond transactions with the subsidiaries Hern Labs and Opera
Software International AS, and transactions with its directors and executive officers. Please see the accompanying note 3, 9 and 10. The transactions
with the subsidiaries are based on a model where the parent company covers the cost plus a margin. The margins are based on the arms length
principle.				
				

Transactions with key management personnel				

Changes in equity in current year

Equity as of 31.12.2005

Information about accounting estimates and judgements are given in the accompanying notes no 14 in the consolidated financial statement. 		
							

Note 16 Related parties		

Note 11 Shareholders’ equity and information
Parent

Note 15 Accounting estimates and judgements		

Directors of the Company and their immediate relatives control 24 % of the voting shares of the Company. The company did not have any loans
to directors or key management personnel as of 31 December 2006 and as of 31 December 2005.
Executive officers also participate in the company’s share option programme (see note 4)
The key management personnel compensations, please see the accompanying note no. 4.
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Note 17 Earnings pr. share
[ Numbers in TNOK ]
2006

2 005

2004

Net result

-20 593 000

1 990 000

57 057 000

Time average of outstanding shares 1)

102 807 080

100 698 801

95 634 941

Earnings pr. share

-0.200

0.020

0.597

Equity diluted earnings per share

-0.200

0.019

0.548

Basic earnings per share

			

The calculation of basic earnings per share at 31 December 2005 was based on the profit attributable to ordinary shareholders and a weighted
average number of ordinary shares outstanding during the year ended 31 December 2005 are calculated as follows:		

1)

2 006

2005

2 004

102 807 080

99 265 497

84 652 747

Calculation of average number of shares
Number of shares outstanding as of January 1
Share issue 19.10.2006 (73 days)

70 000

Share issue 12.06.2006 (201 days)

1 196 088

Share issue 03.04.2006 (272 days)

484 384

Share issue 17.01.2006 (348 days)

500 548

Share issue 06.06.2005 (208 days)

1 508 250

Share issue 20.09.2005 (102 days)

2 053 333

Share issue 10.3.2004 (296 dager)

12 500 000

Share issue 16.3. 2004 (290dager)

357 500

Share issue 22.6.2004 (192 dager)

1 492 750

Share issue 15.12.2004 (16 dager)
Average number of shares

262 500
102 807 080

100 698 801

95 634 941

4 256 500

6 791 500

6 627 250

The following equity instruments has diluting effect
Options
Warrants
Total

-

350 000

6 670 000

4 256 500

7 141 500

13 297 250

The options and the warrants have various call prices and reflect a cash inflow of NOK 52,146k (2005; NOK 51,249k). According to GAAP
regarding earnings per share, the cash inflow is included in the calculations of diluted earnings per shares.
Average market value, which is used in the calculations, is calculated as the diluted share price in the period 01.01.05-31.12.2006 (2005;
11.03.-31.12.2004). The company was registered on Oslo stock.
Exchange on 11 March 2004. The average market value is calculated to be NOK 20.92 (2005; 12.93).

Options and warrants

4 256 500

7 141 500

13 297 250

Number of bought shares (NOK 41,704K/8.52)

2 492 669

3 963 592

4 894 835

Number of shares with diluting effect

1 713 832

3 177 908

8 402 415

Options expected to be exercised (85%)

1 456 757

3 177 908

8 402 415

Due to that the company had a loss for the year, a delutive effect should not be included as it increases the result per share
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In addition, situations could occur where the Company’s equity
needs strengthening in order to ensure future conditions of
operations.

tion of the members of the Board of Directors. Remuneration of
the members of the Nomination Committee will be determined
by the General Meeting.

Any transactions the Company carries out in its own shares take
place in accordance with established practice and guidelines
from the Oslo Stock Exchange. The Company has an established
and closely monitored insider trading policy.

At the Annual General Meeting held on June 15, 2006, the
following persons were elected as members of the Nomination
Committee of the company: Kari Stoutland, Lars Esholdt and
Torkild Varran, of which none are from the Board of Directors or
the executive management. A list of board nominees is given
to shareholders with at least two weeks notice of voting. Please
see Opera’s Web site for further information regarding the
Nomination committee.

General Principles

share capital by up to NOK 228.000 through the issue of up to
11,400,000 shares of nominal value NOK 0.02 with the authority
to waive the pre-emption rights of existing shareholders and
to determine the consideration for shares issued in terms other
than cash. Where consideration does take the form of cash
payment, the issue price is expected to be close to the then
current market price. The shares can be used in connection
with acquisitions and incentive schemes for employees and
Opera is committed to maintaining high standards of Corporate board members or for other purposes deemed appropriate by
Governance. Opera’s principles of Corporate Governance have the board of directors. This mandate is valid until the date of
been developed in light of the Norwegian Code of Practice for the next Annual General Meeting, but in no event longer than
Corporate Governance, dated 8 December 2005, as required for 30th June 2007. The Board of Directors have used the authorall listed companies on the Oslo Stock Exchange from the 2006 ity during 2006 and expanded the share capital by NOK 17 K
financial year. Opera views the development of high standards (determined but not registered increase of equity). The rest of
of Corporate Governance as a continuous process and will con- the authority not used by 31 December 2006 is NOK 211 K.
tinue to focus on improving the level of Corporate Governance,
and will update its guidelines and apply the new revised Code On the General Meeting 15 June 2006, the Board of Directors
of Practice as published on 28 November 2006 from the 2007 was granted a mandate to acquire the company’s own shares
with a maximum aggregated par value of up to NOK 228.800,
financial year.
which equals 10% of the share capital. The price per share shall
Opera’s Activities
be minimum NOK 0.02 and maximum NOK 50. The shares can
Opera’s vision is to deliver the best Internet experience on any be used in connection with acquisitions and incentive schemes
device. This is reflected in Article 3 of the Articles of Association, for employees and board members, cf. sections § 9-2 and 9-4
which reads ”The Company’s objective is development, pro- ff. of the Public Limited Companies Act. The board of directors
duction and sale of software and related services, and engage- may determine in which ways own shares are to be acquired
ment in other companies or other similar business activities.” and disposed of. This authority is to be valid until the date of
However, reaching this goal is about much more than leading the next Annual General Meeting, but in no event longer than
the innovation of Web technologies. Our business is based on 30 June 2007. The Board of Directors did not make use of this
close relationships with customers, partners, investors, employ- mandate in 2006.
ees, friends, and communities all over the world - relationships
we are committed to by conducting our business openly and Equal treatment of shareholders and transactions
responsibly. Our corporate policies are developed true to this with close associates
commitment.
A key concept in Opera’s approach to Corporate Governance is the
equal treatment of shareholders. Opera has one class of shares.
Equity and dividends
All shares in the company carry equal voting rights and are freely
To achieve its aggressive long-term growth targets, it is Opera’s transferable. The shareholders exercise the highest authority in
policy to maintain a high equity ratio. In view of the Company’s the company through the General Meeting. All shareholders are
planned expansion and growth of its business, the Company entitled to submit items to the agenda, meet, speak, and vote at
does not expect to pay dividend over the next years. However, the General Meeting.
the company has a business model that allows for strong cash
flow generation in the future. Consequently, Opera’s needs for As mentioned above, on the General Meeting 15 June 2006,
growth can be met while also maintaining a dividend distribu- the Board of Directors was granted a mandate to increase the
tion as long as the company is reaching targeted growth levels. share capital, hereunder the authority to waive the pre-empDividend payments will be subject to approval by the share- tion rights of existing shareholders and to determine the consideration for shares issued in terms other than cash. The main
holders at the Company’s annual General Meetings.
reason is for the pre-emption of rights is that that the Company
Mandates granted to the board of directors to increase the periodically could be confronted with situations where the
Company’s share capital are restricted to defined purposes Company can grow further by making use of rights issues to
and are limited in time to no later than the date of the next one or several strategic partners as well as through mergers and
Annual General Meeting. On the General Meeting 15 June 2006, acquisitions with shares or cash if the Company quickly can get
the Board of Directors was granted a mandate to increase the in position to effectuate the necessary liquidity and/or shares.
Opera strongly believes that strong shareholder rights create
higher firm value, higher profits, higher sales growth, and
contributes to lower capital expenditures. As such, Corporate
Governance is not just an empty phrase at Opera, but a real
tool used in bridging the gap between management and
shareholders, ensuring good corporate ethical behavior.

Freely negotiable shares
Opera has no limitations on the transferability of shares and has
one class of shares. Each share entitles the holder to one vote.

General meetings
Through the General Meeting the shareholders exercise the
highest authority in the Company. General Meetings are held in
accordance with the Norwegian Code of Practice for Corporate
Governance. All shareholders are entitled to submit items to the
agenda, meet, speak and vote at General Meetings. The Annual
General Meeting is held each year before the end of June.
Extraordinary General Meetings may be called by the board of
directors at any time. The Company’s auditor or shareholders
representing at least five percent of the total share capital may
demand that an Extraordinary General Meeting be called.
General Meetings are convened by written notice to all shareholders with known addresses no later than 14 days prior to
the date of the meeting. Proposed resolutions and supporting information is distributed to the shareholders no later than
the date of the notice. Final deadline for shareholders to give
notice of their intention to attend the meeting is at least one
working day prior to the meeting. Shareholders who are unable
to attend the meeting may vote by proxy. The Chairman, ViceChairman, Chairman of the Nomination Committee, CEO, CFO
and the auditor are all required to be present at the meeting
in person. The Chairman for the meeting is generally independent. Notice, enclosure and protocol of meetings are available
on Opera’s Web site.
The General Meeting elects the members of the Board of
Directors (excluding employee representatives), determines
the remuneration of the members of the board of directors,
approves the annual accounts and decides such other matters
which by law or the Company’s articles of Association are to be
transacted at the General Meeting.

Nomination committee
The Nomination Committee consists of three members, all of
whom are elected by the general meeting, and is a body established pursuant to the Articles of Association. Members of the
Nomination Committee serve for twoyear periods. The task
of the Nomination Committee is to propose candidates for
election as shareholder-elected members of the Board of Directors and to make recommendations regarding the remunera-

Composition and independence of the Board of
Directors
The Board of Directors has the overall responsibility for the
management of the Company. This includes a responsibility
to supervise and exercise control of the Company’s activities.
The Board of Directors shall consist of 5-10 members, three
of whom are employee representatives and the rest of whom
are elected by the General Meeting. The Board of Directors
currently consists of ten members, seven (incl. Chairman and
Vice-Chairman) elected by the shareholders at the Annual
General Meeting and two elected by the employees. The
proceedings and responsibilities of the Board of Directors are
governed by a set of rules of procedure.
It is the Company’s intention that the members of the Board
of Directors will be selected in the light of an evaluation of the
Company’s needs for expertise, capacity and balanced decision
making, and with the aim of ensuring that the Board of Directors
can operate independently of any special interests and that
the Board of Directors can function effectively as a collegiate
body. Please see Opera’s Web site for a detailed description of
the board members, including share ownership. Opera does
not have a Corporate Assembly. At least half of the members
of Board of Directors shall be independent of the Company’s
management and its main business connections. At least two
of the shareholder-elected members of the Board of Directors
shall be independent of the Company’s main shareholder(s).
The term of office for members of the Board of Directors is two
years.

The work of the Board of Directors
The conduct of the board of directors is following the adopted
rules of procedure for the Board of Directors. A specific meeting
and activity plan is adopted towards the end of each year
for the following period. The Board of Directors meets eight
times a year, once for a two-day meeting, but holds additional
meetings under special circumstances. Its working methods are
openly discussed. Between meetings, the Chairman and Chief
Executive Officer update the board members on current matters.
There is frequent contact regarding the progress and affairs of
the Company. Each board meeting includes a briefing by one
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of the functional or department managers of the company
followed by Q&A. The board meetings is a continuous center
of attention for the board ensuring executive management
maintains systems, procedures and a corporate culture that
promote compliance with legal and regulatory requirements
and the ethical conduct of the business. One two-day meeting is
dedicated to strategy. The Board of Directors annually evaluates
its work, performance and expertise, and the report is made
available for the Nomination Committee. A Vice-Chairman has
been elected for the purpose of chairing the Board of Directors
in the event that the Chairman cannot or should not lead the
work of the Board of Directors.

Remuneration of the Board of Directors
Remuneration for board members is a fixed annual sum proposed
by the Nomination Committee and approved at the Annual
General Meeting. All remuneration to the board of directors is
disclosed in Note 4 in the Annual Report. A large number of the
Company’s shareholders are international with a different view
to some of the Norwegian recommendations. Hence, some of
Opera’s Board Members carry stock options in the Company, as
disclosed in Note 4 in the Annual Report. This practice will be
further limited in the future, but will not be excluded as a tool
to enhance interest from particularly international experts and
senior executives to join the Board. The Chairman of the Board
carries no stock options and is committed to this practice.

Remuneration of the Executive Management
A Compensation Committee was elected in 2006 to propose
remuneration for the Company’s Executive Team and guidelines
for the Company’s compensation structure to the Board. Details
concerning remuneration of the executive management, including all details regarding the CEO’s remuneration, are given in the
Annual Report, Note 4. The Board of Directors assesses the CEO
and his terms and conditions once a year. The General Meeting
is informed about incentive programs for employees. The Board
of Director’s declaration on the compensation policies of the
Executive Team is found on page 41.

Information and communications
Communication with shareholders, investors and analysts, both
in Norway and abroad, is a priority for Opera. The Company’s
objective is to ensure that financial markets have sufficient
information about the company to be certain that pricing reflects
underlying values. During the announcement of quarterly and
annual financial results, there is opportunity for management
to answer questions from the Company’s shareholders. Opera
also arranges regular presentations in Europe and the USA,
in addition to holding meetings with investors and analysts.
Important events affecting the Company are reported
immediately to the Oslo Stock Exchange in accordance with
applicable legislation, and posted on Opera’s Web site.
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Take-overs
The Board of Directors endorses the recommendation of the
Norwegian Code of Practice for Corporate Governance. Opera
has no active anti-takeover devices or “poison-pills”. The Board
of Directors will not seek to hinder or obstruct take-over bids
for the Company’s activities or shares unless there are particular
reasons for this.

Auditor
The auditor participates in meetings of the Board of Directors
that deal with the annual accounts, and upon special request.
Every year, the auditor presents to the board a report outlining
the audit activities in the previous fiscal year and highlights
the areas that caused the most attention or discussions with
management, as well as a review of the Company’s internal
control procedures, including identified weaknesses and
proposals for improvement. The auditor will make himself
available upon request for meetings with the board at which
no member of the executive management is present, as will the
board upon auditor’s request. The General Meeting is informed
about the company’s use and remuneration of the auditor, and
details are given in Note 4 in the Annual Report.
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Opera, ae, f.(lat):
work, labor,
task, attention,
care, service.

Opera Software ASA Waldemar Thranes gt. 98 P.b. 2648 St. Hanshaugen | 0131 Oslo | Norway Tel: +47 24 16 40 00 Fax: +47 24 16 40 01 www.opera.com
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