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Global IP Solutions (GIPS) Holding AB (publ)
Corporate Identity Number 556573-9017

Directors’ Report

The Board of Directors and the CEO of Global
IP Solutions (GIPS) Holding AB (publ)
(Corporate Identity Number 556573-9017)
present the annual report and consolidated
financial statements for the financial year
ended 31 December 2007.

The Company isa Swedish public limited
liability company (Sw: “aktiebolag™) with the
Corporate Identity Number 556573-9017 and
with the registered business address Magnus

L adul dsgatan 63 B, 118 27 Stockholm,
Sweden, phone: +46 8 410 39 800, established
under and governed by the laws of Sweden.

General comments

Global IP Solutions (GIPS) Holding AB
(publ), referred to in this annual report as “the
Company” or “GIPS’, is the Parent Company
of the “GIPS’ Group. GIPS isan innovator in
IP voice and video processing software for
real-time communications. GIPS delivers IP
multimedia solutions to power and enhance its
customers’ core communications products and
services. The Company’ s award-winning and
patented technology enables its customersto
deliver IP communications solutions with
enhanced quality and reliability. GIPS
products are integrated into V oice over IP
(VolP), IP multimedia systems and software
applications by leadersin worldwide
telecommunications and software, including
Oracle, IBM, Google, Nortel Networks,
WebEx, AOL, Samsung, and many others.

The Company was founded in July 1999 in
Sweden to devel op and market technology
designed to mitigate the inherent challenges of
(VolIP). In December 1999, GIPS raised
MSEK 106 from private investors and its
shares became quoted on the Norwegian
Securities Dealers Association's OTC List. At
the end of 1999, GIPS filed its first patent. To
date, GIPS has received 14 patents and has 10
othersin pending status.

GIPS serves the global marketplace with a
presence in the United States, Europe and
Asia. The Company’ s headquartersisin San
Francisco, California. Other significant office
locations include Stockholm, Hong Kong,
Tokyo, Seoul and Boston. In January of 2007,
the Company changed its name from Global
IP Sound AB to Glaobal IP Solutions (GIPS)
Holding AB.

GIPS’ business model

The Company talorsits business
arrangements to complement its customers
business models. The general approach to the
Company’s revenue is based on the principle
that the more a customer uses GIPS software,
the more GIPS should receive in revenue. Asa
result, the Company’ s revenue model includes
three components. a one-time license or
platform fee, aroyalty model (either fixed or
variable) and maintenance and support. In
order for acustomer to develop and ship
products with GIPS software, an OEM
License and Distribution Agreement must be
signed. In addition to defining financial terms,
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the agreement grants the customer the right to
distribute GIPS software as part of a combined
product offering. Thistype of agreement is
used for the magjority of GIPS products,
including its PC and server-based solutions.
Other types of agreements, such as Evaluation
License Agreements and Demo License
Agreements, are available to facilitate the
short term evaluation of GIPS software or to
allow acustomer to test the market feasibility
of a product. Evaluation and Demo licenses do
not give a customer the right to freely
distribute GIPS technology. OEM customers
who distribute products with GIPS software
must ensure that their customers comply with
an end user license. Customers have no rights
to source code and receive only object code.
They are prohibited from making any
modifications to GIPS code and from reverse
engineering, decompiling or attempting to
derive source code. From time to time, GIPS
utilizes other business models and contracts to
meet the needs of alternate channels or
different markets.

Market

GIPS main business activities concern the
sale of media processing technology to two
primary markets —the voice over IP and video
over IP markets. GIPS' technology is
packaged as engines or as SDKs. GIPS
customers are primarily service providers,
application devel opers or enterprises
delivering communications servicesto the
market.

Voiceover IP

Voice over IP continues to gain traction in
global telecommunications, with growing
acceptance among consumers and enterprise.
Many initial market hurdles — poor sound
quality, unstable connections to traditional
telephone networks (PSTN) and alack of
reliable networks — have been overcome,
enabling usersto benefit from the feature-rich
capabilities of P communication tools. These
features include improved voice quality,
instant messaging, two-way video
communication and even document transfers

utilizing a variety of different hardware and
software devices.

Between 2005 and 2009, Vol P service revenue
is expected to grow from USD 2.6 hillion to
USD 13.3 hillion in North America, USD 2.3
billion to USD 12.7 hillion in Europe and
USD 4.2 hillion to USD 12.9 hillionin the
AsiaPacific region®.

Video over IP

As networks have improved, higher bandwidth
is more readily available. This has fuelled the
growth of multimedia over IP, including
voice, video, audio and integrated data. Redl -
time video over IP is gaining tractionin
enterprises led by key verticals, such as
healthcare and education. Video conferencing
is expected to become an almost USD 12
billion market by 2010. Industry heavyweights
are also venturing that video will be the next
wave of Internet disruption.?

Revenue and profit

Revenue for 2007 was TUSD 14 428
compared to TUSD 17 089 for 2006, a
decrease of 16%. The decrease in revenue was
primarily attributable to several factors,
including alower number of new business
contracts and design wins from the previous
year, loss of royalty revenue from Skype in the
second half of 2007 and slower growth in
royalty revenue from existing customers,
decreased revenue for new business contracts,
and lower than expected revenues related to
certain of the Company’s products.

Operating expenses for 2007 increased
significantly over the prior year dueto a
significant increase in employee headcount
and overa| operations and administrative
expenses. |n addition, the Company recorded
several significant expensesin 2007. These

1 VolP Service Providers’ report, July 2006 (Infonetics
Research)

2 The market is projected to reach avalue of USD 11.9 hillion
by 2010 according to the “Video Conferencing: A

Global Strategic Business Report” July 2007 (Global Industry
Analysts)
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expenses included the following: awrite-off of
acquired assets in CrystalVoice Inc of TUSD
7 350 (see Note 14) and the write down of
capitalized expensesin CrystalVoice of TUSD
479 (see Note 14), severance costs associated
with areduction in personnel and the
departure of the Company’s previous CEO
during the third quarter of 2007, and
significant bad debt reserves against the
Company’ s accounts receivable. Operating
expenses in 2006 included the positive effect
of again from a favorable litigation settlement
for TUSD 3 000 and reduced personnel
expenses from the decreased cash-settled
share-based payments liability with the
subsidiary, Globa IP Solutions, Inc.,
amounting to TUSD 7 721, compared to
TUSD 1 229in 2006 (see Notes 34 and 39).

Asaresult of the effects noted above, the
Company’s Earnings before Interest and Taxes
(EBIT) for 2007 amounted to aloss of TUSD
7 212, compared to TUSD 9 176 for 2006. The
net loss for 2007 was TUSD -8 276, compared
to net income for 2006 of TUSD 10 137.
Included in the net loss for 2007 was a write-
down of tax assetsof TUSD 2585 and a
reversed tax liability related to the write down
of assetsin CrystalVoice of TUSD 1 005.

Financial position and cash flow

Cash and cash equivalents on 31 December
2007 were TUSD 3 896, compared to TUSD
15 751 on 31 December 2006. The Group had
no non-current loans or bank credits.

Cash flows from operating activities before
changes in working capital totaled TUSD

-4 293 (9778). Working capital decreased by
TUSD -940 (-5 097) and cash flow after
working capital changes amounted to TUSD
-5 233 (4 681). The negative operating cash
flow in 2007 was due to a significant decrease
in revenue combined with alarge increase in
operating expenses, primarily due to an
increase in personnel and overall operating
expenses

Net cash from investing activities was TUSD
-7 412 (- 5 055) and included the acquisition
of CrystalVV oice Communications, Inc of 3 243

TUSD in January 2007 and investment in
intangible assets of 1 999 TUSD.

Ownership structure

GIPS has been listed on the Norwegian
Securities Deadlers Association’'sOTC List
since December 1999. The 10 largest
shareholders are:

Shar eholder Country No. of shares %
KISTEFOS VENTURE CAP NOR 17318216 32.00%
HODNE HOLDING AS NOR 2844550  5.30%
SKAGEN VEKST NOR 2594 660 4.80%
KLEIIN BASTIAN NLD 2000000 3.70%
GEVERAN TRADING CO L CYP 1758 000 3.20%
ROAR HAGEN NOR 1500 000 2.80%
NOL INVEST A/S NOR 1122500 2.10%
JB UGLAND HOLDING A NOR 1121065 2.10%
NERAM AS NOR 1044 731 1.90%
ALGOT INVEST AS NOR 754000  1.40%

59.30%

Earnings per share

Basic earnings per share were USD -0.15
(0.19). Diluted earnings per share were USD
-0.15(0.18)

Transition to IFRS

The consolidated financial statements are
prepared in accordance with International
Financial Reporting Standards (IFRS).

Previous years accounts have been prepared in
accordance with Swedish GAAP as outlined
by the Swedish Accounting Standards Board.
The differences between Swedish GAAP and
IFRS relate primarily to expense reductions
from cash-settled share-based payments. The
income recorded for 2007 amountsto TUSD
7 721 (1 229), related to the decrease of the
liability for share-based payments due to the
shorter time to maturity, together with
forfeited options and the decreased share
price. The capitalization of development
expenses impacted the Company with TUSD
471 (146), net after depreciation and deferred
taxes.

The table below summarizes the effects of the
adoption of IFRS in the income statements for
2007 and 20086.
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2007 2006
N et profit, Sve GAAP -16 468 8762
Effect of share-base payment 7721 1229
Effect of capitdization of
development expenditures 471 146
Net profit, IFRS -8276 10 137

See Note 40 to the consolidated financial
statements for a further description of the
principal differences between IFRS and
Swedish GAAP.

Acquisitions

The Group completed one acquisition during
the year; the acquisition of Santa Barbara
based CrystalV oice Communications, Inc. See
Note 38.

Research and Development

R&D costs 2007 2006
—expensad during the yeerl) 1909 1987
— cgpitdized during the year 1570 525
Total R&D costs 3479 2512
— asapercentage of revenues 24% 15%

1) whereof amortization of capitdized costs TUSD 417 (316).

Continuous research and devel opment to
secure innovative productsis critical for
maintai ning the competitiveness of GIPSin
the marketplace. The amount invested in these
activities, including capitalized costs,
increased by 38% to TUSD 3479 (2 512),
corresponding to 24% (15%) of revenues.

Personnel

In 2007, the average number of employeesin
the GIPS Group increased by 25% to 70 (56).
At year-end, the number of employees was 74
(66). The acquisition of CrystalV oice added 7
employees.

Environment

GIPS in Sweden does not conduct any
operations requiring environmental
permits from the authorities in accordance
with the Swedish Environmental Code,
Chapter 9.

Parent Company

Global IP Solutions (GIPS) Holding AB isthe
ultimate Parent Company of the GIPS Group
and is headquartered in Stockholm, Sweden.
Its operations primarily involve performing
the function of a holding company.

Profit after financial itemstotaled TSEK
-1 143 (-2 234).

Changes in the Board of Directors and
Management

The composition of the Board has not changed
during 2007. Ms. Toth, the former CMO, left
the Company in January 2008.

Gary Hermansen, the former CEO, |eft the
Company in September 2007. From that time
Roar Hagen was temporary CEO until
Emerick Woods started as new CEO as of
April 1, 2008.

Remuneration to Senior Management
See Note 13 for remuneration to management.

The Board of Directors proposa for the
remuneration guidelines, to be adopted at the
Annua General Meeting on 2 June 2008 is
worded as follows:

Senior management is comprised of the CEO
and seven other persons with senior positions
within the Group. The Board proposes that
remuneration shall be paid in the form of fixed
salary, variable salary based on performance
and outcome and long-term variable
remuneration through incentive programs.
Senior management shall have the same
benefits as other employees with respect to
pensions and insurance. Severance pay shall
normally only be granted to the CEO. The
total remuneration for senior management
shall be based on market conditions. The
Board shall be entitled to deviate from the
guidelines, in certain cases, if the Board
assesses that specific reasons for such
deviation are present.
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Significant Events after Year-End 2007
Several events that may be of significanceto
investors have occurred since 2007. Mr.
Emerick Woods, the new CEO, joined the
Company on 1 April 2008.

On 28 February 2008, the Board resolved to
issue 12 950 000 shares with pre-emption
rights to subscription for existing
shareholders. The new shares, with a par value
of SEK 0.10 per share, were issued at a
subscription price of NOK 4. The rights
offering was oversubscribed by 19.1% and on
April 21 the 12 950 000 new shares were
allocated. Total number of shares have than
increased to 67 088 918 from 54 138 918.

At the General Meeting on 18 March 2008,
changes to the stock option plan were
approved. The main feature of the changed
stock option plan isthat options are to be
granted for sharesin the Parent Company,
rather than for shares of common stock in its
subsidiary Global 1P Solutions, Inc. The stock
options will after the modification be
classified as equity-settled optionsin the
Parent. The cash-settled liability at
modification date, TUSD 521, will bere-
classified to equity. The modification date fair
value of the cash-settled liability award will
become the basis for recognizing cumulative
remuneration expense over the vesting period.
The unrecognized remuneration expense is
recogni zed over the remaining vesting period.
A result of the modification is that the
Company’s future results will be less volatile.

At December 31, GIPS held 98.8% of the
sharesin the subsidiary Glaobal 1P Solutions,
Inc. The minority interest was held by
employees and former empl oyees of the GIPS
Group. In May, 2008 the Company issued
553 162 new shares, directed towards those
who own shares in Global |P Solutions, Inc.
All was fully subscribed for, and the Company
received 546 542 sharesin Global IP
Solutions, Inc as non-cash consideration for
the newly issued shares in the Company. The
consideration has been calculated on the basis

of the different amount of outstanding shares
and the differences in market value between
the two companies. Since May 2008, all
companies within the GIPS Group are
(directly or indirectly) wholly-owned
subsidiaries of the Company.

In March, GIPS announced that it had MUSD
2.25 invested in auction-rate securities as of
29 February 2008. An auction-rate security is
adebt security in which theyield isreset on
each payment date at a Dutch auction. Dueto
current market devel opments, auction-rate
securities have proved difficult to sell since
the time of this announcement. The securities
held arerated “AAA” by Standard & Poor’s.
TUSD 700 of these investments has since been
redeemed at full value plusinterest. The
remainder is likewise expected to be redeemed
in the short term.

In May 2008, GIPS announced that it would
immediately conclude sales and marketing
activities related to the Solutions products,
which includes REX, REX SDK, Click-to-
Tak and IVT. Asaresult of this cessation, the
Company will terminate operations in Santa
Barbara. The Company will continue to honor
existing support agreements for current
Solutions customers. Going forward, the move
is expected to enable the Company to improve
its focus on core products and technologies.

In May, the Company announced that an
arbitration panel in Stockholm had rejected the
Company’'s claim in its dispute with alicensee
of GIPS. In accordance with the decision of
the Arbitration Institute of the Stockholm
Chamber of Commerce, the Company will
bear the costs of both the Arbitration Institute
and the licensee, which it estimatesto lie
between TUSD 420 to TUSD 500.

Outlook

The Company has refocused its efforts on core
competencies and tightened its product
strategy to develop afoothold in key growth
markets.



Risk Factors and Risk Management

Incentive Program in Sweden

GIPS has a stock option plan for employees
under which employees can exercise stock
options to buy sharesin the Company. An
exercise of stock options implies that
Swedish employees have received ataxable
benefit from the Company equivaent to the
difference between the market price of the
share and the exercise price under the stock
option. This benefit istaxable for the
employee and the Company will pay
employment tax on the benefit. The amount
of tax that the Company will pay is
dependent on the val ue of the shares at
exercise and will increase if the value of the
Company’s shares increases. There have
been indications that the taxable event for
GIPS' stock option plan could fall at the
time of vesting rather than at the time at
which the employee exercises the stock
options. Such an interpretation would lead to
earlier taxation. The Company may become
liable to pay additional employment taxes
for previous financial years. The Company
is not subject to any tax audit or any other
form of public investigation in Sweden
concerning this matter.

Dependency on a limited number of
major customers

To acertain degree, the Company is
dependent on alimited number of major key
customers. Relationships with these
customers have gradually been established
over time. In most license agreements, the
customer receives the right to choose
whether to distribute the licensed software.
Many of the Company’s customers and

potential customers provide various products
that provide competitive and overlapping
capabilities regarding some of the solutions
GIPS offers, and these customers may
expand their presence in this and other
markets in the future or select other
companies solutions. Mgjor customers also
may decide to discontinue or decrease their
relationship with the Company at the
conclusion of a current agreement. A
decision by one or more of the Company’s
major customers to terminate their
agreements with the Company may have a
materia effect on the Company’ s revenues.

International operations

GIPS' international salesand operations
subject the Company to additiona risks that
can adversely affect its operating results.
GIPS maintains offices inter aliain Sweden
and subsidiary officesin the United States
and Asia. These international operations are
subject to avariety of risks, including: the
overlap of different tax regimes; differing
regulatory and legal requirements and
employment schemes, together with a
varying level of ability to identify and
comply with such requirements and schemes
in atimely manner; fluctuationsin currency
exchange rates; the need to localize and
internationalize the products and licensing
programs; and reduced protection for
intellectual property rightsin certain
countries. To date, GIPS has not used risk
management techniques or “hedged” the
risks associated with fluctuationsin foreign
currency exchange rates, hence the
Company has foreign currency exchange
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risk between the following currencies. USD
and SEK.

Products and services liability

The Company’ s markets are characterized
by rapid technological advances, changesin
customer requirements and frequent new
product introductions and enhancement.

The Company’s future success will depend
chiefly upon its ability to enhance its current
products and to develop and introduce new
products and services that keep pace with
ever-evolving technological developments.
Furthermore, it is essential to respond to
changes in customer requirements and to
achieve continued market acceptance. Any
failure to anticipate or respond adequately to
technological devel opments and customer
requirements, or any significant delaysin
product or application development and
introduction, could result in aloss of
competitiveness and revenues.

Because software products are complex,
they may contain errors, or “bugs,” that can
be detected at any point in aproduct’slife
cycle. These errors can materialy and
adversely affect the Company’ s business
reputation, result in significant costs to the
Company, and impair the ability to sell
productsin the future. Errorsin the software
also may result in expensive and time-
consuming litigation and the potential award
of substantial damages. The costs incurred
in correcting any product errors may be
substantial and could decrease profit
margins. While GIPS expects to continually
test its products for errors and work with
customers through the customer support
service organization to identify and correct
bugs, errorsin the Company’s software
products may be found in the future.
Moreover, because the products support and
interoperate with third party operating
systems and applications, any software
errors or bugs may result in errorsin the
performance of the products and may
require cooperation from the third party to
resolve.

While the software license agreements
typically contain limitations and disclaimers
intended to limit GIPS damage liability for
errorsin the software, there is no assurance
that such limitations and disclaimers will be
enforced by acourt or other tribunal or will
otherwise effectively protect the Company
from such claims. Thisis particularly true
with respect to those of the products
licensed under “clickwrap” license
agreements that are not signed by licensees,
but may also apply to negotiated license
agreements.

To increase revenue, the Company must
continue to enhance existing products and
services and continue to develop new
products and services to address the
increasingly sophisticated and varied needs
of existing and prospective customers. The
development of new products and services,
and the enhancement of existing products
and services, entail significant technical and
businessrisks, require substantial lead-time,
and require significant investmentsin
product development. Asiscommon in new
and evolving industries, demand and market
acceptance for recently introduced products
and new market entrants are subject to high
levels of uncertainty and risk. Furthermore,
new products can quickly render obsolete
products that were formerly in high demand,
which may include products that currently
provide GIPS with significant revenue.

Intellectual Property Rights (IPR)

If GIPS failsto protect itsintellectual
property rights, competitors may be able to
use the technology or trademarks, which
could weaken the Company’ s competitive
position, reduce revenue and increase costs.
GIPS' successis heavily dependent on its
ability to license its software products which
are based on its proprietary technology. The
Company relies primarily on a combination
of patent, copyright and trademark laws,
trade secrets, confidentiality procedures and
contractual provisionsto protect intellectua
property rightsin its products and services.
These laws and procedures provide only
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limited protection. GIPS presently has 13
granted patents and an additional 10 pending
patents. However, these patents may not
provide sufficiently broad protection or they
may not be enforceable in actions against
alleged infringers. Additionally, despite
precautions, it may be possible for
unauthorized third parties to copy or reverse
engineer aspects of current or future
products or to independently develop similar
or superior technology or design around the
patents the Company owns. Policing
unauthorized use and transfer of the
Company’s softwareis difficult and
software piracy can be expected to be a
persistent problem. In licensing the
products, other than in enterprise license
transactions, the customers sometimes rely
on “shrink wrap” or “clickwrap” licenses
that are not signed by licensees. Such
licenses may be unenforceable, in whole or
in part, under the laws of certain
jurisdictions. In addition, the laws of some
foreign countries do not protect proprietary
rightsto as great an extent as do the laws of
the United States. Litigation may be
necessary in the future to enforce our
intellectual property rights, to protect trade
secrets or to determine the validity and
scope of the proprietary rights of others.
Such litigation would be costly and
potentially distracting to management, and
there is no assurance that GIPS would be
successful in such litigation. Some, but not
all, of the trademarks used by GIPS are
registered in one or more jurisdictions. The
Company may become subject to trademark
infringement by third parties. GIPS' use of
trademarks, whether registered or not, could
infringe the proprietary rights of third
parties.

A claim of infringement against GIPS could
injure the Company’ s reputation and
adversely affect its ability to sell products.
Third parties may claim that the Company’s
current or future products infringe on their
proprietary rights, and these claims, whether
they have merit or not, could harm the
Company’ s business by increasing costs or
reducing revenue. Such claims could affect

relationshi ps with existing customers and
may discourage future customers from
purchasing GIPS' products. The intensely
competitive nature of the Company’s
industry and the importance of technology to
competitors' businesses may increase the
likelihood of third party claims of this
nature. Any such claims, even if without
merit, could be time consuming, resultin
potentialy significant litigation costs or
damages, cause product shipment delays and
require the Company to enter into royalty or
licensing agreements; fighting a patent suit
isaparticularly costly and slow procedure
and can potentially have avery negative
effect. GIPS' intellectud property rights,
including its patents and patent applications,
do not insulate GIPS from any intellectud
property infringement liability regarding
third parties who may currently own
intellectual properties such as patents that
currently encompass one or more features of
the Company’ s products. Furthermore,
GIPS' intellectua property rights, including
its patents and patent applications, do not
and cannot insulate GIPS from any
intellectual property infringement liability
regarding third parties who may
subsequently be granted intellectual
property, such as dominating patents that
may be issued on currently pending or to-be-
filed patent applications, encompassing one
or more features of GIPS' products.

Royalty or license agreements may not be
available on commercially favorable terms
or at al. Such claims could also force the
Company either to stop selling,
incorporating or using products or services
incorporating the challenged intellectual
property or to redesign those products and
services that incorporate such technology.
GIPS expects that software devel opers will
increasingly be subject to infringement
claims as the number of products and
competitorsin the software industry grows
and the functionality of productsin different
industry segments overlaps.

10
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Variability of operating results

GIPS' operating results can vary from
guarter to quarter. The Company’ s operating
incomeis difficult to forecast due to changes
in customer’ s budgets and expenditures, the
competitive environment and other general
economic and market conditions.
Unanticipated difficultiesin pursuing the
Company’s business strategy could have a
material adverse effect on the Company’s
business, operating results, or financial
position. In addition, the GIPS Group has a
history of losses and may experience losses
in the future.

Changes in license fee models
Changesin the way GIPS does business may
impact the operating results by changing the
manner in which the Company is required to
account for sales. Software licensed on a
“perpetual” basis enables GIPS to recognize
the mgjority of revenue received in
connection with the sale promptly upon
consummeation of the sale: annual license
fees are recognized as earned. However,
some customers are moving towards a
subscription-based model in which periodic
fees are charged for use of the software. If
customers increasingly demand that GIPS
sellslicenses to the Company’ s software on
a subscription basis, or the Company
otherwise charges a periodic fee for its use,
the recognition of revenue for that sale will
be delayed, decreasing the revenues
attributable to that sale during the reporting
period in which the sale is made (although
the revenue will continue to be recognized in
subsequent periods). The conversion of

substantia portions of license salesto a
subscription basis could materially impact
revenues during the initial quartersin which
the change is implemented.

Loss of key personnel

The Company’ s success depends, to a
significant extent, upon its highly qualified
management and key employees. Financial
difficulties and other factors could
negatively impact the Company’ s ability to
retain and attract key employees. The loss of
members of senior management or other key
personnel, particularly operational and
technical personnel, and the inability to
attract a sufficient number of qualified
employees could adversely affect the
Company’ s business and results of
operations. There is no assurance that the
Company will successfully attract the
personnel required for the continued
expansion of its business and the successful
execution of its business strategy.

Financial risks

The Company’ s financial risks are defined
as market, credit and liquidity risks. Market
risks comprise currency, price and interest
rate risks. These risks are mostly managed
centrally at Group level and regulated by the
Group’sfinancia policy. The aim of
managing financia risksisto reduce
volatility and increase the predictability of
the income statement and bal ance sheet.
Accounting principles and financial risk
management are described in more detail in
Notes 2 and 4.

11
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Five Year Summary

IFRS IFRS Swe GAAP Swe GAAP Swe GAAP
Accounting records, TUSD 2007 2006 2005 2004 2003
Revenue 14 428 17 089 8847 3715 919
Operating profit/loss -7212 9176 1727 -993 -3812
EBITDA 2710 13731 1979 4796 -8 867
Profit/loss after financial items -6 526 9717 1959 -6 668 1352
Profit/loss for the period -8 276 10137 1782 -4 822 1349
Investments in non-current assets (excluding goodwill) 4912 2887 408 24 81
Operating margin neg. 54% 20% neg. neg.
EBITDA margin, before non-recurring items 19% 80% 22% 129% neg.
Cashflow, TUSD
Cash flow from operating activities -5233 4681 4002 -1778 1618
Cash flow from investing activities -7412 -5 055 -361 -123 -5 621
Cash flow before financing activities -16 938 9404 3641 -1901 -4 003
Cash flow from financing activities 100 1755 6 452 3603 2243
Profitability measure
Return on equity, % neg. 68,7% 17,4% neg. 27,8%
Return on capital employed, % neg. 66,3% 19,4% neg. 17,7%
Financial measurements at the end of the period
Equity/assets ratio, % 55% 52% 76% 63% 82%
Capital employed at the end of the period 8377 15 695 14073 6 426 7738
Average capital employed 12 036 14 884 10 250 7082 7738
Asset turnover rate 1,20 1,15 0,86 0,52 -
Equity at year-end 7887 15 408 14 073 6426 7738
Average equity 11 648 14 740 10 250 7082 4 855
Total assets 14 357 29 796 18 620 10222 9 455
Share data per share
Share price, NOK 4,75 20,25 32,93 7,07 2,59
Profit/loss after tax, basic -0,15 0,19 0,03 -0,10 0,03
Equity, basic 0,15 0,28 0,27 0,13 0,18
Market value at end of year/period, TNOK 257 160 1096 218 1746 671 350 383 110 328
Number of shares, millions
Total number of issued shares 54 54 53 50 43
Average number of shares in issue, basic 54 54 51 47 33
Average number of shares in issue, diluted 57 56 51 47 33
Personnel
Average number of employees 70 56 35 24 21
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Consolidated Income Statement

TUSD Note 2007 2006
Revenue 7,8 14 428 17 089
Cost of goods sold -1604 -2 229
Gross profit 12 824 14 860
Selling costs 10 -10 700 -4 859
Administrative expenses 9,10 401 -2691
Research and development costs 10 -1 909 -1987
Other income 14 - 3853
Other operating expenses 14 -7 829 -
Operating profit -7 212 9176
Profit/loss from financial investments
Finance income 15 987 685
Finance costs 15 -300 -144
Profit/loss after financial items -6 526 9717
Tax 16 -1750 420
Net profit/loss for the year -8 276 10 137
of which attributable to equity holders of Global IP Solutions (GIPS) Holding AB -8 348 10 119
of which attributable to minority interest 72 18
Earnings per share (See Note 17)
Average number of shares 54 138 918 53633 710
Number of shares 54 138 918 54 138 918
Average number of shares, diluted 56 821 579 56 316 371
Earnings per share, basic, USD 1) -0,15 0,19
Earnings per share, diluted, USD 1) -0,15 0,18
Proposed dividends per share, USD 0,00 0,00

1) Earnings per share is calculated on the weighted average number of shares during the period.
Global IP Solutions (GIPS) Holding AB's share of the profit/loss for the period.

Thisis based on the equity holders of
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Consolidated Balance Sheet

TUSD Note Dec 31, 2007 Dec 31, 2006

NON-CURRENT ASSETS
Intangible non-current assets

Patents 19 520 380
Software 20 1572 2165
Capitalised development expenditure 18 1631 958

Tangible non-current assets

Equipments 22 164 112
Cost of improvements of other entity’s property 23 45 47

Financial non-current assets

Deferred tax assets 26 - 2480
Other financial non-current assets 25 213 184
TOTAL NON-CURRENT ASSETS 4145 6 327
CURRENT ASSETS

Trade receivables 27 1977 5596
Other receivables 28 1494 1543
Prepaid expenses and accrued income 29 595 580
Financial investments 30 2 250 -
Cash and cash equivalents 31 3896 15751
TOTAL CURRENT ASSETS 10 212 23 470
TOTAL ASSETS 14 357 29 796
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Consolidated Balance Sheet, cont.

TUSD Note Dec 31, 2007 Dec 31, 2006
EQUITY

Share capital 32 816 816
Share premium reserve 32867 32868
Reserves 1377 695
Retained earnings, including profit/loss for the year -27 261 -18 988
Minority interest in equity 89 18
TOTAL EQUITY 7 887 15 408
NON-CURRENT LIABILITIES

Deferred tax liability 26 489 287
Provision for share-based payment liability 34 - 8 056
Other non-current liabilities 4 381 47
Total non-current liabilities 870 8391
CURRENT LIABILITIES

Trade payables 670 1189
Other liabilities 75 41
Accrued expenses and deferred income 33 4310 4769
Provision for share-based payment liability 34 545 -
Total current liabilities 5600 5998
TOTAL LIABILITIES 6470 14 389
TOTAL EQUITY AND LIABILITIES 14 357 29 796
Memorandum items

PLEDGED ASSETS None None
CONTINGENT LIABILITIES 35 220 58
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Consolidated Cash Flow Statement

Group
TUSD Note 2007 2006
Operating activities
Profit/loss after financial items -6 526 9717
Adjustment for non-cash items 37 2201 -650
Taxes paid 32 711
Cash flow from operating activities before changes
in working capital -4 293 9778
Cash flow from changes in working capital
Increase(-)/decrease(+) in operating receivables -1363 331
Increase(+)/decrease(-) in operating liabilities 423 -5 428
Cash flow from operating activities -5 233 4681
Investing activities
Acquisitions of subsidiaries, net of cash acquired 38 -3243 -
Acquisitions of intangible non-current assets -1999 -4 854
Acquisitions of tangible non-current assets -402 -184
Sales of tangible non-current assets 482 -
Investments in financial assets -2 250 -17
Cash flow from investing activities -7 412 -5 055
Financing activities
New share issue in subsidiary 100 1755
Cash flow from financing activities 100 1755
Cash flow for the year -12 545 1381
Cash and cash equivalents at beginning of year 15751 13 654
Exchange rate differences in cash and cash equivalents 690 716
CASH AND CASH EQUIVALENTS AT END OF YEAR 31 3896 15751
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Consolidated Statement of Changes in

Equity

TUSD

Equity attributable to Parent Company’s shareholders

Share capital

Share
premium
reserve

Reserves

Retained
earnings

Total

Total
equity

Opening balance 2006 according to IFRS
Change in translation reserve for the year

667

31200

695

-29 255

2612
695

2612
695

Changes of wealth recognised directly against
equity, excluding transactions with the
Company's owners

Net profit for the year

695

10119

695
10119

18

695
10137

Total changes of wealth, excluding transactions
with the Company's owners

New share issue
Change for the year in equity share based
compensation in accordance with IFRS 2

148

1668

695

10119

148

10815
1816

148

18

10832
1816

148

Closing balance 2006/opening balance 2007
Change in translation reserve for the year

816

32 868

695
682

-18 988

15391
682

18

15 408
682

Changes of wealth recognised directly against
equity, excluding transactions with the
Company's owners

Net loss for the year

682

-8 348

682
-8 348

72

682
-8 276

Total changes of wealth, excluding transactions
with the Company's owners

Change for the year in equity share based
compensation in accordance with IFRS 2

682

-8 348

73

-7 666

73

72

-7 594

73

Closing equity 2007

816

32 868

Specification of reserves included in the item Equity attributable to shareholders

Translation reserve

2007

1377

2006

Opening translation reserve
Translation differences for the year

695
682

695

Closing translation reserve

Translation reserve

1377

2007

695

2006

Opening translation reserve
Expenses for equity settled options charged to PL

148
73

148

Closing hedging reserve

See dso note 32, Share Capital.

221

148

-27 261

7798

89

7887
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Parent Company Income Statement

TSEK Note 2007 2006
Administrative expenses 10 -1671 -2 262
Operating profit/loss -1671 -2 262
Profit/loss from financial investments

Finance income 15 580 38
Finance costs 15 -141 -10
Profit/loss after financial items -1233 -2234
Tax on net profit for the year 16 90 -
Net loss for the year -1143 -2234
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Parent Company Balance Sheet

TSEK Note Dec 31, 2007 Dec 31, 2006

NON-CURRENT ASSETS
Financial non-current assets

Participations in Group companies 24 210340 210340
TOTAL NON-CURRENT ASSETS 210 340 210 340
CURRENT ASSETS

Receivables with Group companies 10 099 9629
Other receivables 3 2
Prepaid expenses and accrued income 29 107 142
Cash and cash equivalents 31 4445 6 509
TOTAL CURRENT ASSETS 14 654 16 282
TOTAL ASSETS 224994 226 622

Equity and liabilities

TSEK Note Dec 31, 2007 Dec 31, 2006
EQUITY

Share capital 32 5414 5414
Statutory reserve 247 966 247 965
Total restricted equity, Parent Company 253 379 253 379
Share premium reserve 12 291 12 291
Retained earnings -40 331 -38 327
Net profit/loss for the year -1143 -2234
Total non-restricted equity in Parent Company -29 182 -28 270
TOTAL EQUITY 224197 225109
CURRENT LIABILITIES

Trade payables 568 25
Liabilities with Group companies 63 629
Accrued expenses and deferred income 33 166 859
Total current liabilities 797 1513
TOTAL LIABILITIES 797 1513
TOTAL EQUITY AND LIABILITIES 224 994 226 622

Memorandum items
PLEDGED ASSETS None None

CONTINGENT LIABILITIES 35 None 400
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Parent Company Cash Flow Statement

TSEK Note 2007 2006
Operating activities

Profit/loss after financial items -1233 -2234
Cash flow from operating activities before changes

in working capital -1233 -2234
Cash flow from changes in working capital

Increase(-)/decrease(+) in operating receivables -115 11241
Increase(+)/decrease(-) in operating liabilities -716 605
Cash flow from operating activities -2 064 9612
Investing activities

Investments in financial assets - -20 097
Cash flow from investing activities - -20 097
Financing activities

New share issue - 12 401
Cash flow from financing activities - 12 401
Cash flow for the year -2 064 1916
Cash and cash equivalents at beginning of year 6 509 4593
CASH AND CASH EQUIVALENTS AT END OF YEAR 31 4 445 6 509
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Parent Company Statement of Changes in
Equity

Restricted equity Non-restricted equity
Share Share

Number of Share  Statutory premium premium Retained Total
TSEK shares capital reserve reserve reserve earnings equity
Opening balance 2006 53 045 169 5305 - 247 965 - -38 327 214 943
Reduction of share premium reserve 247 965 -247 965 - - -
Net profit for the year - - - - -2234 -2234
Total changes of wealth, excluding
transactions with the Company's
owners - 247 965 -247 965 - -2234 -2234
New share issue 1093 750 109 - 12291 - 12 400
Closing equity 2006/Opening equity
2007 54 138 919 5414 247 965 - 12291 -40 561 225 109
Group contribution 231 231
Changes of wealth recognised
directly against equity, excluding
transactions with the Company's
owners - - - - 231 231
Net profit/loss for the year - - - - -1143 -1143
Total changes of wealth, excluding
transactions with the Company's
owners - - - - -912 -912
Closing equity 2007 54 138 919 5414 247 965 - 12291 -41 473 224197

See dso note 32, Share Capital.
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Notes

Note 1 General information

Global IP Solutions (GIPS) Holding AB
(publ) (“the Parent Company”) and its
subsidiaries (together “the Group” or “the
Company”) are an internationally operating
innovator in 1P voice and video processing
software for real-time communications.
GIPS delivers |P multimedia solutions to
power and enhance its customers' core
communications products and services. The
Company’ s technology enables its
customers to deliver IP communications
solutions with enhanced quality and
reliability. The Company’ s products are
integrated into Vol P and |P multimedia
systems and software applications from
worldwide leadersin telecommunications
and software.

The Company isa Swedish public limited
liability company (Sw: “aktiebolag”) with
the Corporate Identity Number 556573-9017
and with the registered business address
Magnus Ladul dsgatan 63 B, 118 27
Stockholm, Sweden, phone: +46 8 410 39
800, established under and governed by the
laws of Sweden.

These consolidated financia statements
were approved for publication by the Board
of Directors on 19 May 2008. The
consolidated financial statements may be
changed by the Company’ s owners after
approval by the Board.

Unless otherwise specifically stated, all
amounts are stated in thousands of USD
(TUSD) for the Group and thousands of
Swedish kronor (TSEK) for the Parent
Company.

Figuresin parentheses refer to the year
2006.

Note 2 Summary of significant
accounting policies

Accounting policies

The principle accounting principles applied
in the preparation of these consolidated
financial statements are set out below. These
policies have been consistently applied to al
the years presented, unless otherwise stated.
The effects of the transgition to IFRS are
described in Note 40.

Basis of preparation

The consolidated financial statements of the
GIPS Group have been prepared in
accordance with the Swedish Annual
Accounts Act, Recommendation RR 30:06
“Supplementary Accounting Regulations for
Groups’ and the International Financid
Reporting Standards (IFRS), as adopted by
the EU. The consolidated financial
statements have been prepared under the
historical cost convention, as modified by
financial assets at fair value through profit
and loss.
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The preparation of financia statementsin
conformity with IFRS requires the use of
certain critical accounting estimates. It also
requires management to exercise its
judgment in the process of applying the
Group’s accounting policies. The areas
involving ahigher degree of judgment or
complexity, or areas where assumptions and
estimates are significant to the consolidated
financial statements are disclosed in Note 4.

The Parent Company applies the Swedish
Annual Accounts Act and Recommendation
RR 32:06, Accounting for Legal Entities.
Those cases in which the Parent Company
applies accounting principles that differ
from the Group are stated separately at the
end of this note.

Introduction of new accounting standards
The following standards, interpretations and
amendments to standards have been issued
but have not become effective before 31
December 2007 and have not been adopted
by the Group:

IAS 1 Presentation of Financial Statements
This amendment to the standard, whichis
aimed at improving users ability to analyze
and compare the information in the financial
statements, became effective on 1 January
2009 and is applicable for financial years
beginning as of this date. GIPS has not yet
evaluated how this amendment will affect
the preparation of the Group’s financial
statements.

IAS 23 Borrowing costs

The main amendment to this standard is that
the option of immediately expensing certain
borrowing costs has been removed. This
applies to borrowing costs attributable to
assets taking a substantial period of time to
get ready for use or sale. Such borrowing
costs must now be capitalized. IAS 23 is
effective as of 1 January 2009. GIPS
preliminary assessment isthat the
application of IAS 23 will not have any
impact on the Group’s financial statements
as the Group does not finance its assets
through borrowings.

IAS 27 (Amendment) Consolidated and
Separate Financial Satements (effective
from 1 July 2009).

The amendment to the standard is still
subject to endorsement by the European
Union. The change implies, among other
things, that minority interests shall dways
be recognized, even if the minority interest
IS negative, transactions with minority
interests shall always be recorded in equity
and, in those cases in which the partial
disposal of asubsidiary resultsin the entity
losing control of the subsidiary, any
remaining interest should be revaluated to
fair value. The change in the standard will
influence the accounting of future
transactions.

IAS 32 Financial Instruments. Presentation
and IAS 1 Presentation of Financial
Satements (amendment) - Puttable

I nstruments and Obligations Arising on

Liquidation (effective from 1 January 2009).

The amendments classify the following

types of financial instruments as equity,

provided that they have particul ar features
and meet specific conditions:

o puttable financial instruments (for
example, some sharesissued by co-
operétive entities)

e instruments, or components of
instruments, that impose on the entity an
obligation to deliver, to another party, a
pro rata share of the net assets of the
entity only on liquidation (for example,
some partnership interests and some
sharesissued by limited life entities).

The amendment will not have animpact on

the Group’sfinancial statements, asthe

Group does not hold any financial

instruments with these features.

IFRS 2 Share-Based Payment (Amendment)
— Vesting Conditions and Cancellations
(effective from 1 January 2009).

The amendment to the standard is still
subject to endorsement by the European
Union. The amendment affects the definition
of vesting conditions and introduces a new
concept of “non-vesting conditions’. The
standard states that non-vesting conditions
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should be taken into account in the estimate
of the fair value of the equity instrument.
Goods or services received by a
counterparty that satisfies al other vesting
conditions shall be accounted for,
irrespective of whether the non-vesting
conditions are satisfied. The amendment is
not expect to have any impact on the
financial statements of the Group.

IFRS 3 (Amendment) Business
Combinations (effective from 1 July 2009)
The amendment to the standard is still
subject to endorsement by the European
Union. The amendment will have an effect
on the manner in which future business
combinations will be accounted for, i.e. the
accounting of transaction costs, possible
contingent consi derations and business
combinations achieved in stages. GIPS will
apply the standard from 1 January 2010. The
amendment shall be applied to business
combinations for which the acquisition date
ison or after 1 January 2010. The
amendment to the standard will not have any
impact on previous business combinations.

IFRS 8 Operating Segments

The standard is effective from1 January
2009 and applies for financia years
beginning as of that date. The standard
appliesto the breakdown of the Company’s
activitiesinto different segments. According
to IFRS 8, the Company must base this
breakdown on the same basis as that used
for internal reporting purposes and define
reportable segments in accordance with this
structure. GIPS' preliminary assessment is
that this standard will not result in the
reporting of any new or additional segments.

IFRIC 11 IFRS 2 Group and Treasury Share
Transactions

Thisinterpretation is effective from 1 March
2007 and applies for financia years
beginning after that date. The interpretation
provides guidance on the classification of
share related compensation paymentsin
cases Where the Company buys back shares
in order to meet its commitments and the
reporting of options plansin subsidiaries

that apply IFRS. GIPS has applied IFRIC 11
effective from 1 July 2007, but this has not
had any impact on the Group’ s financial
statements.

IFRIC 12 Service Concession Arrangements
The interpretation takes effect from 1
January 2008 and applies for financial years
beginning after that date. It appliesto those
arrangements in which a private company
constructs an infrastructure to provide public
services during a specific period of time.
The company is paid for this service during
the term of the agreement. GIPS will apply
IFRIC 12 as of 1 January 2008, but thisis
not expected to have any impact on the
Group’sfinancia statements.

IFRIC 13 Customer Loyalty Programs
The interpretation takes effect from 1 July
2008 and applies for financia years
beginning after that date. The interpretation
clarifies how to account for and value
commitments to supply goods or services
free of cost or at adiscounted rate to
customers who have qudlified for this, e.g.
by collecting points on their purchases.
GIPS will apply IFRIC 13 as of 1 July 2008,
but it is not expected to have any impact on
the Group’s financial statements.

IFRIC 14 The Limit on a Defined Benefit
Asset, Minimum Funding Requirements and
their Interaction

The interpretation takes effect from 1
January 2008 and applies for financial years
beginning after that date. GIPS will apply
IFRIC 14 as of 1 January 2008, but it is not
expected to have any impact on the Group’s
financial statements.

Consolidatation

Subsidiaries

Subsidiaries are al entities (including
specia purpose entities) over which the
Group has the power to govern the financial
and operating policies generally
accompanying a shareholding of more than
one haf of the voting rights, or in which the
Group exercises acontrolling influence
through agreements. Subsidiaries are
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fully consolidated from the date on which
control istransferred to the Group. They are
de-consolidated from the date that control
Ceases.

The purchase method of accounting is used
to account for the acquisition of subsidiaries
by the Group. The cost of an acquisitionis
measured as the fair value of the assets
given, equity instruments issued and
ligbilities incurred or assumed at the date of
exchange, plus costs directly attributable to
the acquisition. Identifiable assets acquired
and liabilities and contingent liabilities
assumed in a business combination are
measured initially at their fair values at the
acquisition date, irrespective of the extent of
any minority interest. The excess of the cost
of acquisition over the fair value of the
Group’ s share of the identifiable assets,
liabilities and contingent liabilitiesis
recorded as goodwill. If the cost of
acquisition is lessthan the fair value of the
assets, liabilities and contingent liabilities of
the subsidiary acquired, the differenceis
recognized directly in the income statement.

Inter-company transactions, balances and
unrealized gains on transactions between
Group companies are eliminated. Unrealized
losses are also eliminated but considered an

impairment indicator of the asset transferred.

Accounting policies of subsidiaries have
been changed where necessary in order to
ensure consistency with the policies adopted
by the Group.

Transactions and minority interests

The Group applies a policy of treating
transactions with minority interests as
transactions with parties externa to the
Group. Purchases from minority interests
result in goodwill, being the difference
between any consideration paid and the
relevant share acquired of the carrying value
of net assets of the subsidiary. Divestments
to minority interests in which the
consideration received differs from the
carrying value of the divested share of net
assetsresult inagain or loss. Thisgain or
loss is recognized in the income statement.

Associates

Associates are al entities over which the
Group has a significant influence but not
control, generally accompanying a
shareholding of between 20% and 50% of
the voting rights. Investments in associates
are accounted for using the equity method of
accounting and areinitially recognized at
cost. The Group currently has no associates.

Segment reporting

A business segment is agroup of assets and
operations engaged in providing products or
services that are subject to risks and returns
that are different from those of other
business segments. A geographical segment
is engaged in providing products or services
within a particular economic environment
that are subject to risks and returnsthat are
different from those of segments operating
in other economic environments. Segment
information is presented only for the Group,
in accordance with IAS 14. For adetailed
description, see Note 7.

Foreign currency trandation

Functional and presentation currency
Itemsincluded in the financial statements of
each of the Group’s entities are measured
using the currency of the primary economic
environment in which the entity operates
(the functiona currency). The consolidated
financial statements are presented in USD,
which isthe Group’s functional and
presentation currency. For the Parent
Company, Swedish kronor (SEK) isthe
functional and presentation currency.

Transactions and balances

Foreign currency transactions are translated
into the functional currency using the
exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and
losses resulting from the settlement of such
transactions and from the trandlation at year-
end exchange rates of monetary assets and
liabilities denominated in foreign currencies
are recognized in the income statement.
Exchange rate differences arising from
lending and borrowing are recognized in net
financial items, while other trandlation
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differences are recognized in operating
profit.

The following exchange rates have been
used in the Group:

2007 2006
Closing Average Closing Average
SEK 0.15 0.15 0.15 0.14
JPY 2.69 2.55 2.52 2.38
HKD 0.13 0.13 - -
KOR 22.26 19.02

Group companies

The results and financial position of al the
Group entities (none of which hasthe
currency of a hyper-inflationary economy)
that have afunctional currency different
from the presentation currency are translated
into the Group’' s presentation currency as
follows:

a) assetsand liabilities for each
bal ance sheet presented are
translated at the closing rate at the
date of that balance sheet.

b) income and expenses for each
income statement are trandated at
the rate on the date of the
transaction.

¢) all resulting exchange differences
are recognized as a separate
component of equity.

On consolidation, exchange differences
arising from the trandation of the net
investment in foreign operations are taken to
shareholders’ equity.

Cash flow statements

Cash flow statements are prepared using the
indirect method. Reported cash flows only
comprise transactions resulting in incoming
or outgoing payments. Cash and cash
equivaentsin the cash flow statement have
the same definition as cash and cash
equivaentsin the balance sheet.

Income

Revenue recognition

Revenueisreported at fair value after
deductions for discounts, value-added tax
(VAT), etc. License fees are typically
recognized in their entirety when the
components have been delivered. However,
some license fees are for a period of usage,
which resultsin ratably recognized revenue
over the period. Additionally, depending on
the creditworthiness of customers and the
terms of payment, certain agreements are
limited in recognition by cash received or
the due date of invoices.

Royalty revenue is recognized as the
products are used by the customer. For
agreements with fixed royalty terms,
recognition occurs at defined intervals over
thelife of the agreement. Agreementswith
variable royalties result in recognition of
revenue when royalty reports are received
from the customer, which indicate that
royalties are due.

Maintenance and support revenue is the fee
customers pay for the right to upgrade
software to new versions, as well as fees for
customer support. These fees do not include
consulting expenses for the install ation of
updated software. Maintenance revenueis
reported according to the straight-line
method over the lifetime of the contract.

Interest income

Interest incomeis recognized on atime-
proportion basis using the effective interest
method.

Dividend income
Dividend income is recognized when the
right to receive payment is established.

Intangible assets

Goodwill

Goodwill represents the excess of the cost of
an acquisition over the fair value of the
Group’ s share of the net identifiable assets
of the acquired subsidiary at the date of
acquisition. Goodwill on acquisitions of
subsidiariesisincluded in ‘intangible
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assets . Separately recognized goodwill is
tested annually for impairment and carried at
cost less accumulated impairment | osses.
Impairment losses on goodwill are not
reversed. Gains and losses on the disposal of
an entity include the carrying amount of
goodwill relating to the entity sold.
Goodwill is alocated to cash generating
units for the purpose of impairment testing.
The allocation is made to those cash-
generating units or groups of cash-
generating units that are expected to benefit
from the business combination in which the
goodwill arose.

Capitalized development expenses
Capitalized development expenses refer
primarily to expenses for the products
VoiceEngine™ and High Quality Codecs.

Costs of research are charged to expense
when they arise.

Costsincurred in development projects
(attributable to the design and testing of new
or improved products) are recognized as
intangibl e assets when the following criteria
have been met:

a) itistechnically possibleto complete
the intangibl e asset so that it can be
used or sold,

b) management intends to complete the
intangible asset and use it or sdll it,

C) prospectsexist to useor sell the
intangible asset,

d) it can be shown how theintangible
asset will generate likely future
economic benefits,

e) adeguate technical, economic, and
other resources for completing the
development and for using or selling
the intangible asset are available,
and

f) the expenses attributable to the
intangible asset during its
development can be reliably
calculated.

Other devel opment expenses that do not
meet these conditions are recognized as an
expense when they arise. Devel opment

expenses that have previously been
recognized as an expense are not recognized
as an asset in the following period.
Capitalized development expenses are
recognized as intangible assets and an asset
is amortized on a straight-line basis over its
estimated useful life from the time when the
asset isready to be used (3 years).

Software

Acquired software is recognized at cost.
Software has adefined useful lifeand is
recognized at acquisition value less
accumulated amortization. To distribute the
cost of software, the assets are amortized on
astraight-line basis over their estimated
useful lives (5 years).

Patents

Investments in patents include the costs of
legal advisors and other professional
services necessary to develop and maintain
the Company’s intellectual property
portfolio and trademarks. Acquired patents
are shown at historical cost. Patents have a
finite useful life and are carried at cost less
amortization. Amortization is cal cul ated
using the straight-line method to allocate the
cost of patents over their useful lives (7
years).

Property, plant and equipment

Property, plant and equipment consist
primarily of office furniture, computer
eguipment, and leasehold improvements.

Property, plant and equipment are stated at
historical cost less depreciation. Historical
cost includes expenditure that is directly
attributable to the acquisition of the items.
Subsequent costs are included in the asset’s
carrying amount or recognized as a separate
asset, as appropriate, only whenitis
probable that future economic benefits
associated with the item will flow to the
group and the cost of the item can be
measured reliably. The carrying amount of
the replaced part is derecognized. All other
repairs and maintenance are charged to the
income statement during the financial period
in which they are incurred.
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Depreciation is calculated using the straight-
line method to allocate the asset’ s cost to its
residua value over the estimated useful life,
asfollows:

- Officefurniture 5years
- Computer equipment 3years
- Leasehold improvements 3-5 years

The residual values and useful lives are
reviewed, and adjusted if appropriate, at
each balance sheet date.

An asset’s carrying amount is written down
immediately to its recoverable amount if the
asset’s carrying amount is greater than its
estimated recoverable amount.

Gains and losses on disposals are
determined by comparing the proceeds with
the carrying amount and are recogni zed
within “Other (losses)/gains - net” inthe
income statement.

Impairment of non-financial assets

Assets that have an indefinite useful life and
capitalized development expenses that have
not yet been taken into use are not subject to
amortization and are tested annually for
impairment. Assets that are subject to
amorti zation are reviewed for impairment
whenever events or changesin
circumstances indicate that the carrying
amount may not be recoverable. An
impairment loss is recognized equal for the
amount by which the asset’s carrying
amount exceeds its recoverable amount. The
recoverable amount is the higher of an
asset’ s fair value less costs to sell and value
in use. For the purposes of assessing
impairment, assets are grouped at the lowest
levels for which there are separately
identifiable cash flows (cash-generating
units). Non-financia assets other than
goodwill that suffered an impairment are
reviewed for possible reversal of the
impairment at each reporting date. The
group has written down the acquired
goodwill and acquired intangible assets
related to the acquisition of CrystalVoice.
See Note 38.

Leases

Fixed assets used under aleasing
arrangement are classified in accordance
with the economic content of the lease.
Leasing objectsthat are used under a
financial leasing arrangement are reported as
fixed assets and future leasing fees are
recognized as interest-bearing liabilities. No
financial |eases existed on balance sheet
date. Other leases are classified as
operational leasing. Payments made during
the period of lease (less any incentives from
the lesser) are expensed in the income
statement on a straight-line basis over the
period of lease.

Financial assets

The Group classifiesits financial assetsinto
the following categories:. at fair value
through profit or loss and loans and
receivables. The classification depends on
the purpose for which the financial assets
were acquired. Management determinesthe
classification of its financial assets at initial
recognition.

General principles

Financial assets carried at fair value through
profit or loss are subsequently carried at fair
value. Loans and receivables are carried at
amortized cost using the effective interest
method.

Gains or losses arising from changesin the
fair value of the ‘financial assets at fair
value through profit or loss category’ are
presented in the income statement within
“other (losses)/gains - net”. Dividend
income from financial assets at fair value
through profit or lossisrecognized in the
income statement as part of other income
when the group’ s right to receive payments
is established.

Thefair values of quoted investments are
based on current bid prices. If the market for
afinancid asset is not active (and for
unlisted securities), the Group establishes
fair value by using valuation techniques.
These include the use of recent arm’s length
transactions, reference to other instruments
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that are substantially the same, discounted
cash-flow analysis and option pricing
models making maximum use of market
inputs and relying as little as possible on
entity-specific inputs.

The Group assesses at each balance sheet
date whether there is objective evidence that
afinancid asset or group of financial assets
isimpaired.

Financial assets at fair value through profit
or loss

Financial assets at fair value through profit
and loss are financial assets held for trading.
A financial asset is classified in this
category if acquired principaly for the
purpose of selling in the short-term. Assets
in this category are classified as current
assets.

GIPS Auction-rate securities (ARS) are
classified in this category. An auction rate
security (ARS) isadebt instrument with a
long-term nominal maturity for which the
interest rate is reset through a dutch auction.
In adutch auction, a broker-dealer submits
bids, on behalf of current and prospective
investors, to the auction agent. Based on the
submitted bids, the auction agent will set the
next interest rate by determining the lowest
rate to clear the total outstanding amount of
ARS. ARS holders do not have the right to
put their securities back to the issuer; asa
result no bank liquidity facility is required.
Dueto ageneral downturnin the capital
markets, ARS have proven difficult to
liquidate since February 2007.

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They areincluded in current assets,
except for maturities greater than 12 months
after the balance sheet date. These are
classified as non-current assets. GIPS' |oans
and receivables comprise ‘trade and other
receivables and cash and cash equivalents
in the balance sheet.

Regular purchases and sales of financial
assets are recogni zed on the transaction date,
i.e. the date on which the Group undertakes
to buy or sell the asset. Financial
instruments areinitially recognized at fair
value plus transaction costs, for al financia
assets not carried at fair value through profit
and loss. Financial assets carried at fair
value through profit and loss are initially
recognized at fair value and transaction costs
are expensed in the income statement.
Financia assets are derecognized when the
right to receive cash-flows from investments
have expired or substantially all risk and
rewards of ownership have been transferred.
Loans and receivables are carried at
amortized cost using the effective interest
method.

GIPS assesses, at each balance sheet date,
whether there is objective evidence that a
financial asset or group of assetsisimpaired.
Impairment testing of trade receivablesis
described in the section * Accounts
receivables’.

Trade receivables

Trade receivables are recognized initially at
fair value and subsequently measured at
amortized cost using the effective interest
method, less provision for impairment. A
provision for impairment of trade
receivablesis established when thereis
objective evidence that the Group will not
be able to collect all amounts due according
to the original terms of the receivables.
Significant financial difficulties of the
debtor, probability that the debtor will enter
bankruptcy or financial reorganization and
default or delinquency in payments (more
than 30 days overdue) are considered
indicators that the trade receivable is
impaired. The amount of the provision isthe
difference between the asset’ s carrying
amount and the present value of estimated
future cash flows.

Cash and cash equivalents

In the bal ance sheet, cash and cash
eguivalentsincludes cash and bank balances
that are expected to be settled no later than
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12 months from the accounting date. In the
cash-flow statement, cash and cash

eguival ents comprise the cash and bank

bal ances described in Note 31.

Trade payables

Trade payables are recognized initially at
fair value and subsequently measured at
amortized cost using the effective interest
method.

Income taxes

Reported income taxes comprise tax that is
payable or due regarding the current year,
adjustments relating to current tax for
previous years and changes in deferred tax.

Valuations of all tax liabilities/assets are
made at hominal amounts in accordance
with tax rules and at tax rates that have been
decided or notified and are highly likely to
be confirmed.

For items reported in the income statement,
the associated tax effects are also reported in
the income statement. Tax effects relating to
itemsthat are charged or credited directly to
eguity are recognized in equity.

Deferred income tax is determined
according to the balance sheet method on al
temporary differences between the carrying
amount and the tax basis of assets and
liahilities.

Deferred tax assets relating to tax loss carry-
forwards or other future tax deductions are
recognized to the extent that it is likely that
the loss can be off set against profitsin the
future. Deferred tax liahilities relating to
temporary differences that are attributable to
investments in subsidiaries and branch
offices are not reported in the consolidated
financial statements, as the Parent Company
is, in every case, able to control the timing
of the reversal of the temporary differences
and it is not deemed likely that areversal
will be made in the foreseeabl e future.

Employee benefits

Pension abligations

For defined contribution pension plans,
GIPS pays contributions to publicly or
privately administered pension insurance
plans on a mandatory, contractual or
voluntary basis. The Group has no further
payment obligations once the contributions
have been paid. The contributions are
recogni zed as employee benefit expenses
when they are due. Prepaid contributions are
recognized as an asset to the extent that a
cash refund or areduction in the future
paymentsis available.

Termination benefits

Termination benefits are payable when
employment is been terminated by GIPS
before the normal retirement date or
whenever an employee accepts voluntary
redundancy in exchange for these benefits.
GIPS recognizes termination benefits when
it is demonstrably committed to either:
terminating the employment of current
employees according to a detailed formal
plan without possibility of withdrawal; or
providing termination benefits as aresult of
an offer made to encourage voluntary
redundancy. Benefits falling due more than
12 months after the balance sheet date are
discounted to their present value.

Share-based compensation

The Company makes share-based awards to
certain employees and Directors of the
Group. The expense recognized in the
financial statements relates only to those
share-based awards that are granted by the
Company, to its employees and Directors
and to the employees of the Group who
provide services to the Company.

GIPS has two types of options. cash-settled
options and equity settled options.

Cash-settled awards

For cash-settled awards, the fair valueisre-
calculated at each balance sheet date until
the awards are settled on the basis of the
estimated number of awards that are
expected to be vested, adjusted for market
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and non-market based performance
conditions. During the vesting period, a
liability is recognized representing the
portion of the vesting period which has
expired at the balance sheet date, timesthe
fair value of the awards at that date. After
vesting, the full fair value of the unsettled
awards at each balance dateis recognized as
aliability. Movementsin the liability are
recognized in the profit and loss account.
Thefair value is recalculated using an
option pricing model (refer to Note 39).

Socia security expenses areincluded asa
liability in accordance with URA 46.

Equity-settled awards

For equity-settled awards, the fair valueis
charged to the profit and loss account and
credited to retained earnings on a straight
line basis over the vesting period, after
adjustment for the estimated number of
awards expected to be vested. The fair value
of equity-settled awardsis determined at the
date of the grant. Thefair valueis
determined by external valuation using the
Black & Scholes model, asoutlined in Note
39. At each balance sheet date prior to
vesting, the cumulative expense representing
the extent to which the vesting period has
expired and management’ s best estimate of
the awards that are ultimately expected to be
vested is computed. The movement in
cumulative expense is recognized in the
profit and loss account with a corresponding
entry within equity.

No expenseis recognized for awards that are
not ultimately vested.

The Group has taken advantage of the
transitional provisions on the adoption of
these policiesin relation to unvested equity-
settled awards and has applied the above
policies only to awards granted after 7
November 2002 that had not been vested
prior to 1 January 2006.

Earnings per share

Basic earnings per share is calculated by
dividing the profit attributable to equity
holders of the Parent Company by the

weighted average number of ordinary shares
in issue during the period. Diluted earnings
per share is calculated by adjusting the
weighted average number of ordinary shares
outstanding to assume conversion of all
dilutive potentia ordinary shares. The
potential dilutive category in GIPS is share
options. For the share options, a calculation
is done to determine the number of shares
that could have been acquired at fair value
(determined as the average annual market
share price of the company’ s shares) based
on the monetary value of the subscription
rights attached to outstanding share options.
The number of shares calculated as aboveis
compared with the number of shares that
would have been issued assuming the
exercise of the share options.

Parent Company’ s accounting policies

As of thefinancial year 1 January 2007-31
December 2007, the Parent Company has
prepared its annual report in accordance
with the Swedish Annua Accounts Act and
Recommendation RR 32:06 of the Swedish
Financia Accounting Standards Council
“Accounting for Legal Entities.” Under RR
32:06, al EU adopted IFRS standards and
statements must be applied in the Parent
Company’ s income statement for the legal
entity, to the extent thisis possible under the
Annual Accounts Act and taking account of
the relationship between accounting and
taxation. The recommendation states the
exceptions and additions that need to be
made in comparison with |FRS accounting.

Differences between the Group’ s and the
Parent Company’ s accounting policies

The differences between the Group’s and Parent
Company’ s accounting policies are described
below. The following accounting policies have
been consistently applied to dl periods presented
in the Parent Company’ s financia statements.

Form of presentation for income statement
and balance sheet

The Parent Company uses the templ ates for
income statement and balance sheet found in
the Swedish Annua Accounts Act. This
means that the presentation of equity is
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different and that provisions are reported as
a separate main heading in the bal ance sheet.

Participationsin Group companies
Shares and participationsin subsidiaries are
valued at historical cost |ess write-down.

Note 3 Related party transactions
One employee within the GIPS Group, Mr.
Taro Arakawa, has received aloan from
Global IP Solutions Inc in the amount of
TUSD 100. The current outstanding balance
onthisloanis TUSD 42. The loan bearsan
annual interest of 3%.

After balance sheet date, severa larger
shareholders in the Company entered into a
guarantee consortium whereby they
guarantee the subscription of sharesin the
Rights Offering in April 2008. As
compensation, the guarantors will receive a
commission of 3% of the amount of their
respective undertaking under the guarantee
agreement. This amounts to approximately
305 TUSD.

Note 4 Financial risk management
The Group’ s activities expose it to a variety
of financial risks: market risk (including
considerable currency risk and pricerisk as
regards the GIPS share), credit risk and
liquidity risk. The Group’ s overall risk
management program focuses on the
unpredictability of financial markets and
seeks to minimize potential adverse effects
on the Group’s financial performance.

Risk management is carried out by central
Group Finance in headquartersin San
Francisco.

a) Market risk
i) Foreign exchangerisk

GIPS operatesinternationally and is exposed
to foreign exchange risk arising from
various currency exposures, primarily
between USD and SEK. The Group's
exposure to changes in exchange rates can
be described as trandlation exposure.

GIPS attempts to limit foreign exchange risk
by carrying out business transactions in the
Company’s functional currency, aswell as
by other means. However, the Group
companies expenses, primarily salary-
related expenses, are occasionaly madein
other currencies than the functional
currency, creating an exposure to currency
risk.

Trandation exposure

Items included in each individual
subsidiary’ s annual report are calculated on
the basis of the currency in which the
subsidiary hasits primary finances and/or its
legal domicile (functional currency). The
Groups annual report is presented in USD,
which isthe Group’ s presentation currency.
Trandations from each company’s
functional currency into USD do not give
rise to any cash flows.

GIPS writes al of its revenue contractsin
the group's functional currency, USD.
Certain invoices, less than 2 percent, must
be converted to local currency, depending
on the customer's country. The exposures
are mainly on expenses, regarding which
about half of the company's expenseisin
USD, with about one quarter in SEK and the
remainder in the currencies HKD, JPY and
EUR. The above circumstance also applies
to 2006.

If al currencies were 5% higher/lower, the
Group’ s results would be approximately —/+
TUSD 347 (2006: TUSD 301) due to the
exposure in the balance sheets of the
individual Group companies and in the
consolidated balance sheet.

The Group’ s trade receivables have the
following currency distributions

2007-12-31 2006-12-31

usb 3201 5908
SEK 66 88
Impaired -1290 -400
Closing balance 1977 5596
ii) Price risk

Certain of the Company’ s share-based
payments are classified as cash-based
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payments, which has, historicaly, obligated
the company to indirectly provide cash to
the option holder. If GIPS share price was
10 % higher/lower, the Group’ s results and
liabilities for cash-settled payments would
have been -+ TUSD 98 (2006: TUSD
1014). Net profit would have been affected
by the same amounts.

For other estimated variablesin the
valuation model, see Note 5 under the
section “Valuation of cash base share

payments”

iii) Cash flow and fair value interest rate risk
Interest rate risk istherisk that the Group is
negatively affected by changesin the
interest rate level. As GIPS has no
borrowings, thisrisk is limited. However, an
increase in interest rates will affect the value
of the share-based payment liability (see
above) and the auction-rate securities, see
below.

(b) Credit risk

Credit risk is managed at Group level. Credit
risk arises from cash and cash equivalents
and deposits with banks and financia
ingtitutions, as well as credit exposures to
the Group’ s customers, including
outstanding receivables and committed
transactions.

The Company has an investment policy
which alows for the investment of excess
cash not required for current operating needs
to beinvested in AAA S& P rated securities
(both U.S. Government or corporate issuers)
with atypical maturity of less than 90 days.

GIPS has auction-rate securities (ARS) at a
value of 2.25 million USD. ARS are an
interest-bearing instrument that has been
treated as Financial Investmentsin the
Company’s accounts. ARS are traded
weekly in an auction market. GIPS holds
ARS having a seven day maturity period.
Dueto recent eventsin the market, ARS
have been difficult to liquidate. This may
have effects for GIPS' liquidity. See aso

Note 5 and “ Estimated impairment of
auction rate securities’

The Company qualifiesits customers for
credit through an established set of
procedures including a credit application,
recent financial statements, bank references
and assessments by third party credit
agencies such as Dunn & Bradstreet. In
addition, the Company aggressively pursues
late and non-paying customers through
several means, including suspension of
maintenance and support, default and breach
notification collection agents and attorneys.

The maximum credit risk isthe book value
of the exposed assets.

The following tables present the gross value
of receivables by ageing category together
with the related impairment provisions.

2007

Trade receivables Gross Impaired
Not yet due 788

Overdue 1-30 days 583

Overdue 31-60 days 139 -
Overdue 61-90 days 312 -16
Overdue over 90 days 1444 -1274
Closing balance 3267 -1290
2006

Trade receivables Gross Impaired
Not yet due 2 420

Overdue 1-30 days 982

Overdue 31-60 days 154

Overdue 61-90 days 881 -
Overdue over 90 days 1559 -400
Closing balance 5996 -400

Of thetotal receivablesimpaired, the gross
amount is TUSD 1 290 (400).

(c) Liquidity risk

The Group’ sliquidity risk arises froma
shortage of cash and cash equivalents with
which to settleits financial commitments.
Therisk is managed in the Group, where
Group Finance ensures that there are
sufficient cash and cash equivalents and
sufficient financing.
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The following table shows the financial
liabilities of the Group to be settled net,
allocated on the basis of the time remaining
until the contractual maturity date on
balance sheet date. The stated amounts are
the contractual undiscounted amounts.

Due after

Due 1year but Due

Book  within within after
TUSD value 1year 5years 5years
December 31, 2007
Accounts payable and
other liabilities 5981 5981 381
Total 5981 5981 381
December 31, 2006
Accounts payable and
other liabilities 6045 5998 47
Total 6045 5998 47

1) Liabilities for cash-settled options are not considered since they not
are contractual and also will be modified to equity settled optionsin
2008. For the expected due for these, see note 34.

On 31 December 2007, the Group had cash
and cash equivaents of TUSD 3 896. The
Group had no credit facilities.

The current cash and cash equivalents at 31
December 2007 will not last beyond the
second quarter 2008, and are not sufficient
to fund the Company going forward. The
Board has decided that it would require an
additional MUSD 4-5 to fund its operations
for the next 12 months. For this reason, the
Company has offered the existing
shareholders anew shareissuein March
2008. In the opinion of the Company, the net
proceeds from the share offering of 9 970
USD are sufficient to fund its present
working capital requirements and operations
for the next 12 months.

The Company has not entered into any
commitments with respect to future
investments or additional tangible fixed
assets.

Capital risk management

The Group’ s objectives when managing
capital are to safeguard the Group’s ability
to continue as a going concern in order to
provide returns for shareholders and benefits
for other stakeholders and to maintain an

optimal capital structure to reduce the cost
of capital.

Considering future growth, the Board
considers that equity financing is preferable
at this stage. Based on the position as per
year end 2007, the Company does not
possess distributable funds and is unable to
pay dividends without a reallocation of
shareholders’ equity. Over time, the
Company will distribute profitsto its
shareholders, taking into account the
Company’s prospects, liquidity and financial
position in general.

Note 5 Critical accounting estimates
and judgments

The Group makes estimates and
assumptions concerning the future. The
resulting accounting estimates will, by
definition, seldom equal the related actual
results. The estimates and assumptions that
have asignificant risk of causing a materia
adjustment to the carrying amounts of assets
and liabilities within the next financial year
are briefly discussed below.

Useful life of intangible fixed assets

Group defines the estimated useful life and
consequent depreciation and amortization of
the Group’ s intangible fixed assets. These
estimates are based on historical knowledge
of the useful lives of equivalent assets. The
useful lives and estimated residual values of
the assets are tested each balance sheet date
and adjustments are made where required.
For carrying amounts of intangible and
tangible fixed assets on balance sheet dates,
see Notes 18, 19 and 21.

Estimated impairment of goodwill

The Group tests annually whether goodwill
has suffered impairment, in accordance with
the accounting policy stated in the section
“Impairment of non- financial assets’. The
recoverable amounts of cash-generating
units have been determined based on value-
in-use calculations. These calculations
require the use of estimates (Note 21).
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Animpairment charge of USD -4 839 arose
in the Americas cash-generating unit during
the course of the 2007 year, resulting in the
carrying amount of the CGU being written
down to its recoverable amount, which
management estimated at zero. See Note
21.

Estimated impairment of auction rate
securities

Auction rate securities are debt instruments
with along-term maturity and with an
interest rate that isreset in short intervals
through auctions. The recent conditionsin
the global credit markets have prevented
some investors from liquidating their
holdings of auction rate securities because
the amount of securities submitted for sale
has exceeded the amount of purchase orders
for these securities. If there isinsufficient
demand for the securities at the time of an
auction, the auction may not be compl eted
and the interest rates may be reset to
predetermined higher rates. When auctions
for these securities fail, the investments may
not be readily convertible to cash until a
future auction of these investmentsis
successful or they are redeemed or mature.
GIPS have estimated that this market
condition is temporary. If the credit ratings
of the security issuers deteriorate and any
decline in market value is determined to be
other-than -temporary, GIPS would be
required to adjust the carrying value of the
investment through an impairment charge.
To date, GIPS have not recorded any
realized gains or losses related to our
auction rate securities or recognized any
significant unrealized gains or losses on
investments.

Valuation of cash-settled share-based
payments

Astheliability related to the cash base
paymentsis based on the fair value of the
outstanding vested options, the inputs in the
valuation modd (Black & Scholes) are
dependent on the outcome. The major
variables for estimates are time to maturity
and volatility.

If 60 percent rather than 40 percent have
been used in volatility, the liability would
have increased from TUSD 545 to TUSD
673. Net profit would have been reduced by
TUSD 128.

If an estimated time to maturity of 3 years,
rather than 5 years had been used, the
liability would have increased from TUSD
545 to TUSD 851. Net profit would have
been reduced by TUSD 306.

For the input data used in the model, see
Note 39.

Capitalization of intangible assets

Swedish GAAP, as outlined by the Swedish
Accounting Standards Board, does not
require the capitalization of intangible assets
and the Company consequently had no
system for tracking time expended on
development projects, the Group has made
estimates and assumptions regarding the
time spent on development activities and the
pointsin time at which various projects
fulfilled the criteriafor capitalization of IAS
38.

Revenue recognition

For a Software Company, management’s
judgment is required, in a number of cases,
to determine if and how revenue should be
recognized and to determine fair values, in
the complex bundling of products, services
and rights to use assets into one customer
offering (as regards whether GIPS should
recogni ze the separate items up-front or
defer); the sales of Indefeasible Rights of
Use; and in assessing the degree of
completion in service and construction
contracts.

Trade receivables

GIPS' alowance for doubtful receivables
refl ects estimated losses that result from the
inability of customers to make required
payments. Management determines the size
of the allowance, based on the likelihood of
recoverability of accounts receivable and
taking into account actual lossesin prior
years and current collection trends. Should
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economic or specific industry trends worsen
compared to management estimates, this
allowance may have to be increased.

Critical judgmentsin applying the
Company’ s accounting policies

No critical judgments have been made
regarding accounting policies.

Allocation of fixed assets by segment and
goodwill to cash-generating units

The primary segments use certain shared
assets. In the accounts, assets that are shared
by the various segments have been alocated
on the basis of the business volumes of each
segment. Thisisconsidered to bea
reasonabl e basis for alocation, asit takes
account of each segment’ s use of the asset.

Note 7 Segmental information

Primary reporting format — geographical segments

An equivalent allocation has been made for
shared Group costs.

Note 6 Purchases and sales among
Group companies

Purchases and sales among Group
companies totaled KSEK 523 (1 498) in the
Parent. Of the Parent Company's total
income for sales, 0 percent (0) refersto
other companies within the Group.

Purchases and sales among Group
companies are subject to the same pricing
principles as transactions with external
parties.

Geographic areas provide products and services within an economic environment that is exposed
to risks and opportunities that differ from those of other economic environments. The GIPS
Group regards the geographical areas of the Americas, Europe and Asia as primary segments.

Shared costs have been divided on the basis of estimates of each segment’ s use of resources,

which normally corresponds to business volume.

Segment assets consist primarily of equipment, intangible assets, trade and other receivables and
cash and cash equivaents. Unallocated assets comprise auction-rate securities and deferred tax

assets.

Segment liabilities comprise operating liabilities. Unallocated liabilities comprise items such as
deferred tax liabilities and liabilities for share-based payments.

Investments comprise additions to equipment (Note 22) and intangible assets (Notes 18, 19 and
20), including additions resulting from acquisitions through business combinations (Note 39).

Secondary reporting format —— sales category segments
A segment is agroup of assets and business operations providing products or servicesthat are
exposed to risks and opportunities differing from those affecting other segments.
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The Group has the following primary segments:

Inter company &

Americas Europe ASIA Unallocated Total
2007 2006 2007 2006 2007 2006 2007 2006 2007 2006
External income 7396 8554 3950 3852 3083 4684 14 428 17 089
Total income 7396 8554 3950 3852 3083 4684 14 428 17 089
Gross profit 6497 7518 3574 2814 2753 4529 12 824 14 861
Operating profit/loss in segment 13678 3611 2698 1144 5163 5235 -139 814 7213 9177
Operating profit/loss 7213 9177
Finance income 987 685
Finance costs -300 -144
Profit/loss after financial items -6 526 9717
Taxes -1750 420
Net profit/loss for the year -8 276 10 137
Assets 6 206 13673 3314 6157 2587 7487 2250 2480 14 357 29796
Liabilites 2787 3026 1488 1362 1162 1657 1034 8344 6471 14 389
Investments 2518 1445 1345 651 1049 791 - 4912 2887
Impairment of goodwill and intangible assets 6122 - 685 - 535 - 7343 -
Depreciations 1073 290 573 131 447 159 2093 579
No. of employees 43 25 16 20 11 11 70 56
Secondary segments — product areas
Inter company &
Products Services Unallocated Total
2007 2006 2007 2006 2007 2006 2007 2006
External income 11737 14 611 2555 2478 137 14 428 17 089
Total income 11737 14 611 2555 2478 137 14 428 17 089
Total income 14 428 17 089
Assets 9963 23 355 2144 3961 2250 2480 14 357 29796
Investments 3996 2469 870 419 47 - 4912 2887
Segment assets and liabilities are reconciled to entity assets and liabilities as follows:
2007 2006
Assets  Liabilities Assets  Liabilities
Segment assetd ligbilities 12 107 5437 27316 6045
Unadlocated:
Deferred tax - 489 2480 287
Auction rate securities 2250 - -
Share-based payments liabilities - 545 - 8056
Total 14 357 6471 2979 14 389
Note 8 Net sales by category
Group
2007 2006
Licenses 5583 6 926
Services 2555 2 478
Royalty 6290 7685
Total sales 14 428 17 089
Note 9 Audit fees
Group Parent Company
2007 2006 2007 2006
Ohrlings PricewaterhouseCoopers
Audit assignments 252 61 - -
Audit related 334 40 - -
TOTAL 586 101 - -

Audit assignments include the examination of the annual accounts and bookkeeping and the
administration of the Board and CEO, other tasks that are incumbent upon the Company’ s auditor
to perform and advice or other assistance occasioned by observations made in the course of such
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examination or the performance of such other tasks. Everything else is categorized as audit

related.

Note 10 Expenses by nature

Group Parent Company
2007 2006 2007 2006
Employee benefit expense 12 591 7991
Capitalized developent expenses (see note 18) -1570 -525
Share-based payments (see note 39) -7 438 -1 163
Depreciation (see note 11) 2093 579
Product costs (COGS) 1605 2229
Operating lease payments (see note 12) 1109 442
Other expenses 5421 2214 1671 2262
Writedowns & depreciation (see note 14) 7 829 - - -
Total operating expenses 21 640 11 766 1671 2262
Note 11 Depreciation
Group Parent Company
2007 2006 2007 2006
Patents 140 69
Software 1325 159
Capitalised development expenditure 417 316
Equipments 211 34
Total depreciation/amortisation 2093 579
Depreciation isincluded in the cost of the respective functions as follows:
2007 2006 2007 2006
Selling expenses 1003 164
Administrative expenses 279 65
Other operating expenses 811 350
Total depreciation 2093 579
Note 12 Operating lease agreements
Future undertakings to pay in the Group for non-terminable operating | ease agreements are
allocated as follows:
Group Parent Company
2007 2006 2007 2006
Within 1 year 799 1023 -
Between 2-5 years 1431 1804 -
Later than 5 years - - -
Total undertakings to pay 2230 2827 -

In addition to rental properties, |ease objects are primarily comprised of alarge number of
transport vehicles. Other leasing objects refer to IT and office equipment. For a smaller number
of objects, the assessment is that, in redlity, it is possible to prematurely discontinue agreements

entered into.
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The Group Parent Company
2007 2006 2006
The year's cost regarding operational leasing of
assets amounts to: 1109 452
of which rent for premises 1081 421 -
GIPS has no financial leases.
Note 13 Personnel
Average number of employees
2007 2006
of whom of whom
Total women Total women
Parent Company
Sweden - - - -
Group companies
USA 43 8 25 7
Sweden 16 3 20 3
Hong Kong 7 1 11 1
Japan 3 - - -
Korea 1 1 - -
GROUP TOTAL 70 13 56 11

Members of the Board and other senior management in the Group (inc. subsidiaries)

2007 2006

Number on Number on
balance sheet of whom balance sheet of whom
date women date women
Members of the Board 6 - 6 -

Managing Director and other

senior management 7 1 7 1
GROUP TOTAL 13 1 13 1

Salaries, other remuneration and social security contributions

TUSD

2007

Social security
Salaries and contributions
other (of which
remunerations pensions)

2006

Salaries and Social security
other contributions (of
remunerations  which pensions)

Parent Company

¢

)

Group companies 9127 1222 4763 941
(262) ¥ (169) ¥

GROUP TOTAL 9127 1222 4763 941
(262) ¥ (169) ¥

1) Of the Group's pension costs, 24 (15) applies to the Board of Directors.
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Salaries and other remunerations, classified according to country and between Board members,

etc and employees

2007 2006
Board of Board of
Directors and Directors and
Managing Managing
Director (of Other Director (of Other
TUSD which employees which employees
Parent Company - - -
Q] )
Group companies
USA 1805 5059 1065 2087
Sweden 90 1103 150 1043
Hong Kong - 916 - 419
Japan - 68 -
Korea - 85
Total subsidiaries 1895 7232 1215 3548
¢ Q]
GROUP TOTAL 1895 72327 1215 3548

Remuneration to management

In 2007, remuneration to the Board of Directorstotaled TUSD 170. There are no agreements
regarding bonuses to any member of the Board, and the Company has not granted any loans or

made any other commitments to any member of the Board.

In 2007, total remuneration to the senior management of GIPS was TUSD 1,738. The Company
did not pay any other compensation to any member of management. All members of management
were remunerated through employment in subsidiaries. The Company has not granted any loans

or other commitments to any member of management. The Company’ s executive management

bonus plan is based on the achievement of both Company and individua goals and varies for each
individual executive. In certain circumstances, the
Company provides aninitial hiring bonus which is variable and discretionary. With the exception
of the VP of sales, the maximum bonus to any individual executive does not exceed 50% of base

salary.
Remuneration
to Board of Flexible
Directors/ remunerati Other Pension Share-based

Basic salary on benefits costs payments Total
Board
Ditlef DeVibe - Chairman of the Board 75 - - - 75
Other members of the Board 143 12 24 -369 -190
Management
Gary Hermansen - former CEO 196 26 -1591 -1370
Management (8 persons) 1089 198 -1603 -316
TOTAL 1503 224 12 24 -3563 -1801

(1) Mr. Hermansen, the former CEO, left the Company in September 2007. Mr Hermansen’s bonus of TUSD 25 included TUSD 20

related to performance for 2006

(2) The decreased liability for cash-settled payment has entailed income for personnel
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Remuneration

to Board of Flexible
Directors/ remunerati Other Pension Share-based

TUSD Basic salary on benefits costs payments Total
Ditlef DeVibe - Chairman of the Board 75 - - - - 75
Other members of the Board 95 - - 15 - 110
Management

Gary Hermansen - CEO 210 - 86 - - - - -113 183
Other management (5 persons) 934 - 237 - 125 - -1 407 -110
TOTAL 1314 323 125 15 -1520 258

Mr Emerick Woods, the new CEO as of 1 April 2008, will receive an annual base salary of TUSD
325, with a bonus of not more than TUSD 375 per calendar quarter, based on performance. The
Genera Meeting of Shareholdersin the Company on 18 March 2008 approved the issue of

2 706 946 warrants for a subscription to new sharesin the Company at a subscription price based
on the average price paid for the shares over ten consecutive trading days ending on 31 March
2008. Mr Woods will be entitled to subscribe to shares by the use of warrants, but subject to a
Stock Restriction Agreement that restricts his possibilities to dispose of the shares during an
agreed period of time. According to Mr Woods employment agreement, he is entitled to request
that payment for the shares shall be made through the issuance of an interest-bearing promissory
note. The right to dispose of the shares will vest over aperiod of four years from 1 April 2008.
Thefirst vesting will be on 1 April 2009 and will comprise 25% of the total amount of restricted
shares. Thereafter, 1/36 of the remaining shares will vest each month over a period of three years.
Mr Woods will be entitled to 12 months severance pay in the event of termination of his
employment without cause or, in certain cases, upon his own resignation, such asin the event of
breach of contract by the employer.

Proposal for determining the principles for compensation and other conditions of employment for
company management in 2008

Senior management is the CEO and seven other persons with senior positions within the Group.
The Board proposes that the remuneration paid shall be in the form of fixed salary, variable salary
based on performance and outcome, and long-term variable remunerati on through incentive
programs. Senior management shall have the same benefits as other employees with respect to
pensions and insurance. Severance pay shall normally only be granted to the CEO. The total
remuneration for senior management shall be based on market conditions. The Board shall be
entitled to deviate from the guidelines, in certain cases, if the Board deems that there are specific
reasons for such deviation.

Note 14 Other income & other operating expenses

Group Parent Company
Other income 2007 2006 2007 2006
Gain on settlement of lawsuit - 3000
Other gain - 853
Total other income - 3853
Other operating expenses
Impairment & depreciation of assets related to the
aquisition of CrystalVoice -7 350
Write-off of capitalized development expenditures -479
Total other expenses -7 829
Total other income & other expenses -7 829 3853
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Note 15 Finance income and costs

Group Parent Company

2007 2006 2007 2006
Interest income
Interest income 895 673 580 38
Interest income on financial investments (ARS) 90 - - -
Interest income on loans to related parties (note 3) 2 - - -
Other - 12 - -
Total financial income 987 685 580 38
Interest expenses and similar profit/loss items
Interest expenses -283 -128 - -
Exchange rate differences 4 -35 - -
Issuance Expense -20 -29 -141 -10
Other - 48 - -
Total finance costs -300 -144 -141 -10
Net finance income 687 541 439 28
Note 16 Taxes
Income tax expense

Group Parent Company
Dec 31, 2007 Dec 31, 2006 Dec 31, 2007 Dec 31, 2006

Current tax 32 -229 90 -
Deferred tax -1782 649 - -
Tax charge -1750 420 90 -

The Group's weighted average tax rate, based on the tax ratesin each country, is 26.8% (4.3). The

tax rate in Sweden is 28.0% (28.0).

Reconciliation between the Group’ s weighted average taxes, based on the respective country’s

tax rate, and the Group’ s actual taxes:

Group Parent Company

Dec 31, 2007 % Dec 31, 2006 %  Dec 31, 2007 %  Dec 31, 2006 %
Profit/loss after financial items -6 526 9717 -1233 -2234
Weighted average tax, based
on the respective countries' tax rates 1827 -280 -2721 280 345 -28,0 626 -28,0
Tax effect of:
Expenses not deductible for tax purposes -2445 375 - - - -
Income not subject to tax 2891 -443 1481 152 - - -
Group contribution received - - - - 90 7,3 -
Write-down of tax asset without corresponding write-
down of underlying asset -2585 39,6 - - -
Loss carry-forward without corresponding
capitalisation of deferred taxes -351 54 - -345 28,0 -626 28,0
Exercise of previous non-capitalised loss carry-
forward 143 22 - - -
Other inclusive differences in the Group's tax rate
(28%) and other countries’ tax rates -1232 947 97 - -
Total actual taxes reported -1750 268 420 43 0 73 -0 00

Tax loss carry-forward

Unutilized loss carry-forwards in the Group amounted to approximately TUSD 11 000 (9 300)
and in the Parent Company to TUSD 9 700 (9 300) per 31 December 2007. All deficits have
indefinite useful lives. No deferred tax regarding these loss carry-forwards has been reported.
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Note 17 Earnings per share
Change in number of shares

TUSD 2007 2006
Shares in issue at beginning of period 54138 918 53 045 168
New share issue - 1093 750
Shares in issue at end of period 54138 918 54 138 918

Earnings per share, basic

Basic earnings per share is based on net profit/loss for the year attributable to equity holders of

the Parent Company:

2007 2006
Profit/loss for the year, TUSD, attributable to
equity holders in Global IP Solutions Holding AB -8 348 10 119
Average number of shares in issue 54138 918 53 633 710
Earnings per share, USD -0,15 0,19

Earnings per share, diluted

Diluted earnings per share is based on net profit/loss for the year attributable to equity holders of

the Parent Company:

2007 2006
Profit/loss for the year attributable to equity
holders in Global IP Solutions Holding AB -8 348 10 119
Average number of shares, diluted
and with full exercise of warrants 56 821 579 56 316 371
Earnings per share, USD -0,15 0,18
Note 18 Capitalized development expenditure

Group Parent Company
Dec 31, 2007 Dec 31, 2006 Dec 31, 2007 Dec 31, 2006

Opening acquisition cost 1467 942 -
Investments 1570 525 -
Closing acquisition cost 3037 1467 -
Opening accumulated depreciation -509 -192 -
Depreciation for the year -417 -316 -
Closing accumulated depreciation -926 -509 -
Opening accumulated impairment charges - -
Impairment charges for the year -479 -
Closing balance impairment -479 -
Net book value 1631 958 -

All development expenses arose from internal development.

Impairment charges are related to the products Click to Talk and Remote Extension, which are

held entirely within the segment Americas.
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Note 19 Patents

Group Parent Company
Dec 31, 2007 Dec 31, 2006 Dec 31, 2007 Dec 31, 2006
Opening acquisition cost 532 329
Investments 254 142
Translation difference for the year 37 62
Closing acquisition cost 823 532
Opening accumulated depreciation -152 -64
Depreciation for the year -140 -69
Translation difference for the year -11 -19
Closing accumulated depreciation -303 -152
Net book value 520 380
Note 20 Software
Group Parent Company
Dec 31, 2007 Dec 31, 2006 Dec 31, 2007 Dec 31, 2006
Opening acquisition cost 2396 296
Investments 2 686 2133
Translation difference for the year 93 -33
Closing acquisition cost 5175 2 396
Opening accumulated depreciation -231 -67
Depreciation for the year -1 325 -159
Translation difference for the year -23 -4
Closing accumulated depreciation -1579 -231
Opening accumulated impairment charges -
Impairment charges for the year -2 025
Closing balance impairment charges -2 025
Net book value 1572 2165
Note 21 Goodwill
Group
Dec 31, 2007 Dec 31, 2006
Investments 4839 -
Closing acquisition cost 4839 -
Opening accumulated impairment charges - -
Impairment charges for the year -4 839 -
Closing impairment charges -4 839 -

Net book value

I mpairment testing of goodwill

The identified goodwill of MUSD 4.8 has been written down in the fourth quarter of 2007. The

reasons for the write-downs were:

1. GIPS has not seen any significant integration of the CrystalV oice productsinto the GIPS
media products per the Company’ s product roadmap.

2. The market situation for CrystalV oice products has changed.

A segment-level summary of the goodwill investment and impairment is presented below.
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Segment Investment Writedown Book value
Americas 4839 -4 839
Closing balance 4839 -4 839

The recoverable amount of CrystalV oice is determined on the basis of value-in-use calculations.
These calculations use pre-tax cash flow projections based on financia budgets approved by
management, covering a four-year period. Cash flows beyond the five-year period are
extrapolated using an estimated growth rate of 5 percent, an EBITDA margin of 24 percent and a
discount rate of 30 percent. The key assumptions used for the over the first four year period were
asale CAGR of 95 percent, anegative EBITDA margin and a discount rate of 30 percent.
Management determined budgeted gross margin based on past performance and its expectations
of market development. The weighted average growth rates used are consistent with the forecasts
included in industry reports. The discount rates used are pre-tax and reflect specific risks relating

to the relevant segments.

Note 22 Equipment

Group Parent Company
Dec 31, 2007 Dec 31, 2006 Dec 31, 2007 Dec 31, 2006
Opening acquisition cost 850 698 - -
Investments 402 87 - -
Sales/disposals -139 - - -
Translation difference for the year 130 65 - -
Closing acquisition cost 1242 850 - -
Opening accumulated depreciation -738 -648 - -
Depreciation for the year -211 -34 - -
Translation difference for the year -129 -55 - -
Closing accumulated depreciation -1 078 -738 - -
Net book value 164 112 - -
Note 23 Costs of improvements to property
Group Parent Company
TUSD Dec 31, 2007 Dec 31, 2006 Dec 31, 2007 Dec 31, 2006
Opening acquisition cost 383 334
Sales/disposals -342 -
Translation difference for the year 51 48
Closing acquisition cost 92 383
Opening accumulated depreciation -335 -331
Sales/disposals 322 -
Translation difference for the year -33 -4
Closing accumulated depreciation -47 -335
Net book value 45 47
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Note 24 Shares in Group companies

Parent Company

2007 2006
Book values
At beginning of year 210 340 189 853
Investments - 20 487
Carrying amount at year-end 210 340 210 340
Owned by Global IP Solutions (GIPS) Corporate Identity Share of Book Equity
Holding AB Number Registered offices equity, % Value (SEK) (SEK)
Global IP Sound Optioner AB 556585-5383 Stockholm, Sverige 100 100 407
Global IP Solutions Inc. 94-3352605 San Francisco, USA 98,8 210 240 249 661
TOTAL 210 340
Group
Owned within the Group (indirect Corporate Identity share of
shareholdings) Number Registered offices equity, %
Global IP Solutions (GIPS) AB 556604-9366 Stockholm, Sverige 98,8
Global IP Sound Asia Pacific Ltd. 4617-10-24 Hong Kong, PRC 98,8
CrystalVoice Communications, Inc 77-0469979 Santa Barbara, USA 98,8
Global IP Solutions Asia Pacific Ltd. 992662 Hong Kong, PRC 98,8
Global IP Solutions Japan K.K. 0199-01-110675 Tokyo, Japan 98,8
Note 25 Other financial non-current assets
Group Parent Company
31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006
Deposits 213 184 - -
TOTAL 213 184 - -

Note 26 Deferred taxes

The following deferred tax liahilities (-) and assets (+), and changes in these, have arisen during

the year.
Software &
Capitalised customer
development relations (see
Patents costs note 38) Total
Opening balance per 1 January 2006 1546 -225 - 1321
Recognised against income statement during the year 711 -63 - 649
Translation differences 223 - - 223
Closing balance per January 31 and opening
balance per 1 January 2007 2480 -287 - 2193
Acquisition of subsidiary - - -1 005 -1 005
Recognised against income statement during the year -2 585 -202 1005 -1782
Translation differences 105 - - 105
Closing balance per 31 December 2007 - -489 - -489

Deferred tax assets and liabilities are recognized in net value when there is alegally enforceable
right to offset and the intention is to use this offset or to realize the asset and the liability at the

same time. After the offset, the following balances exist.

TUSD

Deferred tax assets - 2480

Deferred tax liabilities -489 -287
-489 2193
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Note 27 Trade receivables

Group Parent Company
31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006

Trade receivables 3267 5996 - -
Provision for impairment of trade receivables -1290 -400 - -
TOTAL 1977 5596 - -

Group Parent Company
Operations regarding provision for
impairment of trade receivables 2007-12-31 2006-12-31 2007-12-31 2006-12-31
Opening balance -400 -209 - -
Provisions -866 -157 - -
Translation difference -24 -34 - -
Closing balance -1290 -400 - -

See dso Note 4 for ageing analysis and the currency distribution in trade receivables.

Note 28 Other receivables

Group Parent Company
Dec 31, 2007 Dec 31, 2006 Dec 31, 2007 Dec 31, 2006
Tax receivables 293 1482 - -
Deposit on escrow account 1039 - - -
Value added tax 49 61 - R
Other receivables 112 - - R
TOTAL 1494 1543 - -

Note 29 Prepaid expenses and accrued income

Group Parent Company
Dec 31, 2007 Dec 31, 2006 Dec 31, 2007 Dec 31, 2006
Prepaid rents 162 171 - -
Accrued interest income 3 0 - -
Prepaid insurance 48 66 - -
Other prepaid expenses 381 343 107 142
TOTAL 595 580 107 142
Note 30 Financial investments
Group Parent Company
31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006
Auction Rate Securities 2250 - - -
TOTAL 2250 - - -
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Note 31 Cash and cash equivalents

Group Parent Company
31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006
Cash at bank 3896 15751 4 445 6 509
TOTAL 3896 15751 4445 6 509

Note 32 Share capital

The Company has an issued share capita of SEK 5413 891.80, distributed among 54 138 918
shares with apar value of SEK 0.10. The Company has only one class of shares. The shares are
fully negotiable documents, and each common share provides the holder with one vote at the
shareholder’ s meetings. All shares carry pro rata entitlement to the Company’ s capital. The shares
are registered in the Swedish Central Securities Depository (VPC) under ISIN SE 0000598559.

Below is atable of the development of share capital from the date the Company was founded.

Date of Share Subscription Total Nominal Share
registration Action Increase Price Subscription Value Capital
20.07.1999Incorporation 100 000 - - 1.0 100 000
11.10.1999Split 900 000 - - 0.1 100 000
18.10.1999New share issue 212 766 SEK 45.00 9574 470 0.1 121 276.60
11.01.2000Split 10914 894 - - 0.01 121 276.60
12.01.2000New share issue 1 SEK 4.50 4.50 0.01 121 276.61
13.01.2000New share issue 2 500 000 SEK 42.40 106 000 000 0.01 146 276.61
07.03.2000Bonus issue, 14 481 383 - - 1.0 14 627 661.00
30.03.2000Conversion 2222 222 SEK 4.50 9999 999 1.0 16 849 883.00
02.05.2000Conversion 1944 444 SEK 4.50 8749 998 1.0 18 794 327.00
12.12.2001New share issue 4 250 000 SEK 5.75 24 437 500 1.0 23 044 327.00
04.02.2002Warrant exercise 50 000 SEK 9.00 450000 1.0 23094 327.00
18.02.2002Warrant exercise 800 000 SEK 5.75 4600 000 1.0 23 894 327.00
15.03.2002Warrant exercise 5 SEK 75.00 375 10 23894 332.00
25.04.2002Warrant exercise 150 000 SEK 9.00 1350000 1.0 24 044 332.00
03.05.2002New share issue 1001 927 SEK 5.75 5761080 1.0 25 046 259.00
15.05.2002Red. of share capital - - - 0.1 2504 625.90
13.06.2002New share issue 1470 000 SEK 16.91 24 857 083 0.1 2651 625.90
27.06.2002New share issue 362 634 SEK 17.17 6228 007 0.1 2 687 889.30
03.10.2002Warrant exercise 865 SEK 5.75 4974 0.1 2687 975.80
25.07.2003New share issue 15 665 410 NOK 1.10 18865477.83 0.1 4254 516.80
07.07.2004New share issue 7 000 000 NOK 3.00 22911 149.94 0.1 4954 516.80
06.07.2005New share issue 3500 000 NOK 12.00 50 316 000 01 5304 516.80
20.02.2006Warrant exercise 250 000 SEK 2.86 715 000 0.1 5329 516.80
27.02.2006Warrant exercise 100 000 SEK 13.85 1385000 0.1 5339 516.80
13.05.2006Warrant exercise 593 750 SEK 13.85 822343750 01 5398 891.80
20.12.2006Warrant exercise 150 000 SEK 13.85 2 077 500.00 0.1 5413 891.80

All registered shares are fully paid-up. The Company's Articles of Association prescribe a
maximum permitted share capital of SEK 10 400 000, corresponding to a maximum of

104 000 000 shares. The Company, including its subsidiaries, does not hold any sharesin the
Company, nor does anyone hold shares in the Company on behalf of the Company or any of its
subsidiaries. Apart from undertakings under registered warrants, the Company has not given any
option or made any commitment to increase the share capital of the Company.
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At December 31, GIPS held 98.8% of the sharesin the subsidiary Global IP Solutions, Inc. The
minority interest was held by employees and former employees of the GIPS Group. In May, 2008
the Company issued 553 162 new shares, directed towards those who own sharesin Global IP
Solutions, Inc. All was fully subscribed for, and the Company received 546 542 sharesin Global
IP Solutions, Inc as non-cash consideration for the newly issued shares in the Company. The
consideration has been calculated on the basis of the different amount of outstanding shares and
the differences in market value between the two companies. Since May 2008, all companies
within the GIPS Group are (directly or indirectly) wholly-owned subsidiaries of the Company.

Outstanding authorizations

At the Annual General Meeting on 17 April 2007, the Board was authorized to make new issues
of shares, warrants, and/or convertible debentures, with or without deviation from the
shareholders’ right of first refusal. Issues can be made against cash payment, by offsetting debt or
by non-cash consideration. The purpose of such issues may be to raise capital, finance
acquisitions or to tie strategic or financia investorsto the Group. The authorization can be used at
one or several occasions until the Annual General Meseting to be held in 2008. The Board may
increase share capital by not more than SEK 540 000 by use of this authorization. The Board has,
so far, not utilized its authorization.

New shareissuein April, 2008

On 28 February 2008, the Board resolved, conditional upon approval by the general meeting of
shareholders, to issue not more than 12 950 000 shares with pre-emption rights to subscription for
existing shareholders. The new shares, with a par value of SEK 0.10 per share, wasissued at a
subscription price of NOK 4. The rights offering was oversubscribed by 19.1% and on April 21
the 12 950 000 new shares were alocated. Total number of shares have than increased to

67 088 918 from 54 138 918.

Outstanding options
See Note 39.

Note 33 Accrued expenses and deferred income
Group Parent Company

TUSD Dec 31, 2007 Dec 31, 2006 Dec 31, 2007 Dec 31, 2006
Accrued holiday pay 401 231

Accrued social security contributions 39 -

Other personell expenses 638

Deferred income 1250 2240 - -
Other items 1982 2298 166 859
TOTAL 4310 4769 166 859

49



Global IP Solutions (GIPS) Holding AB (publ)
Corporate Identity Number 556573-9017

Note 34 Provisions for share-based payment liability

Group
Dec 31, 2007 Dec 31, 2006
Opening balance, January 1 8 056 11985
Change in share-based payment liability,
recorded via P/L -7511 -3929
TOTAL 545 8 056
Of which long-term - 8 056
Of which short-term 545 -
Reconciliation to income statement Dec 31, 2007 Dec 31, 2006
Change in share-based payment liability,
recorded via P/L 7511 3929
Adjustment for goodwill, see note 40 283 -2 552
TOTAL recognized in P/L from cash-
settled share-based payments 7794 1377
Expenses from equity-settled share-based
payments -73 -148
Total share-based payment recognized in P/L 7721 1229
Refer also to Note 39, Share-based payments
Note 35 Contingent liabilities
Group Parent Company
31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006
Guarantees 220 58 - 400
TOTAL 220 58 - 400
Note 36 Interest in cash flow
Group Parent Company

2007 2006 2007 2006
Interest paid 987 685 580 38
Interest received -300 -144 -141 -10
TOTAL 687 541 438 28
Note 37 Adjustment for non-cash items

Group Parent Company

2007 2006 2007 2006
Depreciation (see note 11) 2093 579 - -
Writedowns/depreciations (see note 14) 7829 - - -
Share-based payments (see note 39) -7721 -1229 - -
TOTAL 2201 -650 - -

Note 38 Business Combinations
Acquisition of CrystalVoice.

Description of and reasons for the acquisition
On 12 January 2007, Globa IP Solutions, Inc. (GIPS) acquired Crystal V oice Communications,

Inc. (CV) for approximately MUSD 4.
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Financial effects

After the acquisition, the business was transferred to GIPS Inc. No separate accounts have been
held for CrystalVVoice and no reliable amount of CrystalVoice's contributions can be disclosed.
The identified goodwill of MUSD 4.8 and identified software of MUSD 2.4 (see below) have
been written down in the fourth quarter of 2007. The reasons for the write downs were:

1. GIPS has not seen any significant integration of the CrystalV oice’s products into the
GIPS media products per the Company’ s product roadmap.
2. The market situation for CrystalVoice's products has changed.

Acquisition value, goodwill and cash flow effects
Acquisition value and goodwill arose in the following manner.

TUSD Crystal Voice
Cash purchase consideration 3531
Estimated conditioned additional purchase consideration 147
Transaction-related direct expenses 330
Total acquisition value 4008
Less fair value of acquired

net assets (in accordance with specification below) 831
Goodwill 4839

Distribution of Goodwill on CGU:
Americas 4839

The estimated conditional additional purchase consideration is based on a percentage of revenue
recognized on CrystalV oice' s contracts through March 2008.

At the time of acquisition, the goodwill was attributable to the workforce of the acquired business
and the synergies that were expected to arise after the group’ s acquisition of CrystalVoice.

The cash-flow effects were as follows.

TUSD

Total cost of the combination paid in cash 3531
Less acquired cash and cash equivalents -288
Total acquisition value 3243

The carrying amounts and fair values of acquired assets and assumed liabilities are allocated as

follows.

Crystal Voice
Carrying  Adjustment to fair

TUSD amount value Fair value
Software - 2451 2451
Customer agreements - 60 60
Other intangible assets 80 - 80
Tangible non-current assets 22 - 22
Financial fixed assets 10 - 10
Receivables and other current assets 239 - 239
Cash and cash equivalents 288 - 288
Total acquired assets 639 2511 3150
Deferred tax liabilities - -1 005 -1 005
Short-term liabilities -2 976 -2 976
Total assumed liabilities -2 976 -1 005 -3981
Acquired assets, net -2338 1507 -831
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Note 39 Share-based payments

The Company has two type of options; cash-settled share-based options and equity-settled share-

based options.

Effect of share-based payment transactions on the Company’ s result and financial position was as
follows:

Total income (+) and expense (-) recognized for share-

based payment transactions: 2007 2006

Equity-settled -73 -148

Cash-settled 7794 1377

Total reduced expense recognized 7721 1229

All expenses related to share-based payments have been accounted under the following functions.

Share-based payments by function 2007 2006
Selling costs 2231 349
Administrative expenses 5207 581
Research and development costs 283 298
Total share-based transactions 7721 1229

The closing balance of liahility for cash-settled share-based payment transactions, including

social charges, was as of December 31, 2007 TUSD 545 (TUSD 8 056) (see Note 34). The IFRS
opening balance at January 1, 2006, was TUSD 11 986 (See Note 34). The total intrinsic value for

vested cash-settled share-based payments was at December 31 TUSD 443 (TUSD 6 733).

Cash-settled share-based options

Share options are granted to directors and to employees in the Group for shares in the subsidiary
Global 1P Sound Inc. The exercise price of the granted options is equal to the market price on the

date of the grant. Due to past practice, the options are classified as cash-settled payments.

Options are earned ratably over forty-eight months of service (the vesting period). Vested options
are exercisable at any time with an expiration date of ten years from the grant date, or within one
month of the resignation of the employee, whichever is earlier.

Movements in the number of share options outstanding and their related weighted average

exercise prices are as follows:

Weighted Weighted
average average
exercise exercise

2007 price 2006 price

Outstanding as at 1 January 4 597 880 1,52 5031 400 1,18

Granted during the year 1508 000 2,95 575 000 3,98

Forfeited during the year -1 735568 -2,16 -85 000 2,92

Exercised during the year -501 584 -0,20 -923 520 -1,10

Expired during the year - - - -

Outstanding options at year end 3868728 1,96 4 597 880 1,52

Exercisable at the end of the year 1183303 0,31 3632128 1,25

For the cash based options outstanding at 31 December 2007, the exercise price ranges and

weighted average remaining contractual lives are shown below.
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Weighted Weighted Weighted

average expected average average

Number of remaining life of exercise  contractual

Range of exercise prices shares years price life of years
$0 - $0,49 874 201 1,32 0,24 6,32
$0,50 - $1,00 601 114 1,47 0,73 6,47
$1,01-$2,00 616 591 1,79 1,56 6,79
$2,01 - $3,00 586 822 4,04 2,74 9,04
$3,01 - $3,99 870 000 4,24 3,31 9,24
$4,00 - $5,18 320 000 2,98 4,63 7,98
3868728 2,62 1,96 7,62

The fair value of the cash-settled optionsis measured at the date of grant and at each reporting
date until the liability is settled, using the Black-Scholes option pricing model, taking into
account the terms and conditions of the award. The following table lists the inputs to the models
(Black-Scholes) used to measure the fair value of cash-settled payment liabilities.

2007 2006
Dividend yield (%) 0% 0%
Expected volatility (%) 40% 60%
Risk-free interest rate (%) 3,50% 4,68%
The expected life of the options, years 5 5
Average remaining lifetime 2,62 2,66
Share price at December 31(USD) 0,68 2,96
Exercise price - average (USD) 1,96 1,52

The expected life of the optionsis based on historica dataand is not necessarily indicative of
exercise patterns that may occur. The expected volatility reflects the assumption that the historic
volatility isindicative of future trends, which may not be the actual outcome.

Equity-settled share-based options

In January 2006, the Company granted stock options under a separate plan to the Board members
Mr. Allen Adams and Mr Bradley E. Sparks. They each have been granted 50 000 stock options
for shares in the Company with an exercise price of NOK 30.94 per share. The stock options vest
annually over athree year period with first vesting on 1 January 2007. Mr Adams and Mr Sparks
currently have 33 400 vested stock options each. Vested options can be exercised through 25
January 2011.

The significant inputs into the model were the weighted average share price of NOK 28.50 at the
grant date, the exercise price of 30.94, volatility of 75%, no dividend yield, an expected option
life of five years, and an annual risk-free interest rate of 4.35%. The fair value at grant date was
NOK 17.82. See Note 13 for the total expense recognized in the income statement for share
options granted to directors and employees.

Warrants

GIPS AB hasissued atotal of 2 682 661 warrants of series 2004/2009 to a customer. The
warrants represented 5 per cent of the shares in the Company on afully diluted basis at the time
of grant (May 2002). The exercise price was determined based on the market price of the share at
the time, and was set at SEK 3.10. The warrants are deposited but can be released if the customer
attains certain revenue targets under the agreement with the Company. No warrants have been
released as per the date of this prospectus. Notwithstanding, the warrants will be released no later
than 1 July 2009 and can be exercised up to and including 1 October 2009. The warrants contain
anti-dilution protection as regards new issues, as well as other capital eventsin the Company. As
an aternative, the customer can demand to participate in certain capital increases, in which case
there will be no other anti-dilution protection. The customer may demand an early release of the
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warrants from the escrow account in the event of a change of control in the Company or a
qualified public offering. Furthermore, the customer shall consent to increases in the Company’s
capital, excluding incentive programs for directors and employees.

GIPS has not applied IFRS 2 to these equity settled instruments, as they were granted before
November 2002 and vested before GIPS transition date to IFRS, 1 January 2006.

Changes in the stock options plan in 2008
Issued stock options under the stock option plan are as follows:

At the General Meeting on 18 March 2008, changes to the stock option plan were approved. The
main feature of the changed stock option plan is that options are to be granted for sharesin the
Parent Company, rather than for shares of common stock in its subsidiary Global 1P Solutions,
Inc. The stock options will after the modification be classified as equity-settled options. The cash-
settled liability at modification date, TUSD 521, will be re-classified to equity. The modification
date fair value of the cash-settled liability award will become the basis for recognizing cumulative
remuneration expense over the vesting period. The unrecognized remuneration expenseis
recognized over the remaining vesting period. A result of the modification isthat the Company’s
future results will be less volatile.

At 19 May 2008, there are 3 618 975 stock options granted under the stock option plan, which
entitle holders to the potential purchase of atotal of 3 618 975 shares in the Company. GIPS will
be able to grant atotal of 4 500 000 options under the stock option plan. The exercise prices for
currently granted options range between NOK 1.09 and NOK 28.21. Granted options vest each
month over a period of four years. Options terminate ten years after grant, or 30 days after
termination of employment in GIPS. In order to ensure that the Company can deliver shares under
the stock option plan, the Company has issued 4 500 000 warrants for new share subscription, in
which the subscription price is equal to the par value of the shares, currently SEK 0.10. The
subscription price under the warrants will not have any impact on the exercise price under the
granted stock options.

Note 40 GIPS’ adoption of International Financial Reporting Standards (IFRS)

From and including 1 January 2007, GIPS prepares its consolidated accounts in accordance with
International Financial Reporting Standards (IFRS), as adopted by the EU. The adoption of IFRS
is accounted for in accordance with IFRS 1, " First-time Adoption of Internationa Financial
Reporting Standards’ and GIPS has chosen 1 January 2007 as the adoption date. Formerly
published financial information with respect to the financia years 2007 and 2006, prepared in
accordance with the Swedish Accounting Standards recommendations, has been recalculated to
IFRS.

The general ruleisthat al applicable IFRS and IA S standards that have entered into force and
have been approved by the EU shall be applied with retroactive effect. However, IFRS 1 contains
transitional provisions that give the companies certain possibilitiesto elect.

The changes in accounting policies that the adoption of IFRS has entailed, as well as the
transition effects in the GIPS Group’ s income statements and bal ance sheets, are presented below.
In each respective section, the exceptions from full retroactive appliance that GIPS has sel ected
are set out. Theletters, a-h, for each respective section, refer to the notes in the tables
summarizing the effects of the adoption of IFRS.
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The effect of the application of IFRS on the Group’ s balance sheet:

Swedish Swedish

GAAP GAAP IFRS

Jan 1, Jn 1, 8 b) IFRS Swedish GAAP a b)  Dec3l

2006. 2006. Intang. Share based Jan 1, 2006 Swedish GAAP Dec 31, 2006. Intang.  Share based 2006

TSEK TUSD Assts  payments TUSD Dec 31, 2006. TSEK TUSD Assets payments TSUD
Assets
Fixed assets
Intangible fixed assets
Paents 2100 264 - - 264 2610 380 - - 330
Software 1815 228 - - 228 14888 2165 - - 2165
Capitalised development expenditure - - 749 - 749 - - 958 - 958
Goodwill - - - - - 17552 2553 -2552 0

3915 493 749 - 1242 35050 5098 958 -2552 3504
Tangible fixed assets - -
Equipments 3% 50 - - 50 771 112 - - 112
Cost of improvements of other entity's
property 27 - - - - 325 a7 - - a7
Tangible fixed assets 422 50 - - 50 1096 159 - - 159
Financial fixed assets -
Other financid non-current assets 1143 144 - - 144 1263 184 - - 184
Deferred tax assets 12284 1546 - - 1546 17054 2480 - - 2480

13427 1689 - - 1689 18317 2664 - - 2664
Total fixed assets 17 764 2232 749 - 2981 54463 7921 958 -2552 6327
Current assets - -
Trade receivables 19857 2498 - - 2498 38476 559% - - 5596
Other receivables 798 100 - - 100 10606 1543 - - 1543
Prepaid expenses and accrued income 1048 132 - - 132 3990 580 - - 580

217083 2731 - - 2731 53072 779 - - 7719
Cash and cash equivalents 108518 13654 - - 13654 108297 15751 - - 15751
Total current assets 130221 16 385 - - 16385 161369 23470 - - 23470
Total assets 147 985 18617 749 - 19 366 215832 31391 958 -2552 2797
Total Equity 111844 14073 525 -11985 2612 174139 25327 671 -10609 15408
Minority I nterest in Subsidiary - - - - - 130 19 - - -
Long-term liabilities
Deferred tax liability - - 225 - 225 - - 287 - 287
Other non-current ligbilities - - - - - 321 47 - - 47
Provision for share-based payment liability - - - 11985 11985 - - - 8056 8056
Longterm note 321 40 - - 40 - - - - -
Total long-term liabilities 321 40 225 11985 12250 321 a7 287 8056 8391
Current liabilities
Trade payables 1900 239 - - 239 8172 1189 - - 1189
Other liabilities 453 57 - - 57 281 41 - - 41
Accrued expenses and deferred income 33467 4208 - - 4208 32789 4769 - - 4769
Total current liabilities 35820 4504 - - 4504 41242 5998 - - 5998
Total Equity & Libilit 147 985 18617 749 - 19 366 215832 31391 958 -2552 29797
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Swedish
GAAP
Swedish GAAP Dec 3L, b) 9
Dec 31, 2007. 2007. Intang.  Share base Reclassifica IFRS
TSEK TUSD Assts payments tions  Dec 31, 2007
Assets
Fixed assets
Intangible fixed assets
Paents 3357 520 - - - 520
Software 10154 1572 - - - 1572
Capitalised development expenditure - - 1631 - - 1631
Goodwill 15751 2439 N -2439 N N
29262 4531 1631 -2439 - 3723
Tangible fixed assets
Equipments 1060 164 - - - 164
Cost of improvements of other entity's
property 290 45 - - - 45
Tangible fixed assets 1350 209 - - - 209
Financial fixed assets
Other financia non-current assets 1375 213 - - - 213
1375 213 N N N 213
Total fixed assets 31987 4953 1631 -2439 N 4145
Current assets
Trade receivebles 12770 1977 - - - 1977
Other receivables 9649 1494 - - - 1494
Prepaid expenses and accrued income 3840 595 - - - 5%
Financid investments - - - - 2250 2250
26259 4066 - - 2250 6316
Cash and cash equivalents 39689 6146 N N -2250 38%
Total current assets 65948 10212 - - - 10212
Total assets 97935 15165 1631 -2439 - 14357
Tota Equity 62222 9635 1142 -2984 <) 7886
Minority Interest in Subsidiary 597 B3 - - -93 -
Long-term liabilities
Deferred tax liability - 489 - - 489
Other non-current ligbilities 2455 381 - - - 381
Provision for share-based payment liability - - - - - -
Long-term note - - - - - -
Total long-term liabilities 2455 381 489 - - 870
Current liabilities
Trade payables 4336 671 - - - 671
Other lighilities 484 5B - - - 5
Accrued expenses and deferred income 27841 4310 - - - 4310
Total current liabilities 32661 5056 - 545 - 5601
Total Equity & Libility 97935 15165 1631 -2439 N 14357

The effect of the application of IFRS on the Group’ s Income Statement

Swedish

IFRS GAAP
Swedish GAAP Swedish GAAP a b) Jan 1- Dec Swedish GAAP Dec 31, a b) IFRS
Jan 1- Dec 31, 2006. Jan1- Dec3l, Intang. Sharebase 31, 2006. Dec 31, 2007. 2007. Intang. Share base c) Busness Jan 1- Dec 31,
TSEK 2006. TUSD Assts payments TUSD TSEK TUSD Assets payments Combinations ~ 2007. TUSD
Net turnover 126 082 17089 - - 17089 98303 14428 - - - 14428
Cost of goods sold -16 439 2229 - 2229 -10997 -1604 - -1604
Gross profit 109 593 14 860 - 14860 87306 12824 - - 12824
Sdlling expenses -38414 -5208 - 349 -4859 -89145 -13166 - 2231 2% -10700
Administrative expenses -24130 -3272 - 581 2691 -33231 -4871 - 5207 63 401
Research and development costs -18393 -2494 209 298 -1987 -23495 -3479 1153 283 135 -1909
Other income 28415 3853 - - 3853 - - -
Other expenses - - - - - -38242 -5911 -479 - -1439 -7829
Operating Profit (loss) 57070 7739 209 1229 9176 -96 807 -14 602 673 7721 -1005 -7212
Finacial Income 5050 685 - 685 6515 987 - 987
Finance costs -1063 -144 - - -144 -757 -300 - - - -300
Profit/ loss after financial items 61057 8219 209 1229 977 -91049 -13915 673 772 -1005 -6526
Tax on net profit for the year 3560 483 -63 - 420 -16 526 -2553 -202 - 1005 -1750
Net profit/ loss for the period 64617 8762 146 1229 10137 -107 575 -16 468 471 7721 - -8276
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The effect of the application of IFRS on the Group’ s Equity

Jan 1, 2006 Dec 31, 2006 Dec 31, 2007

Equity in accordance with formerly applied principles, TUSD 14073 25327 9635
Capitalization of intangible assets 749 958 1631
Tax effects of capitalization of intangible assets -225 -287 -489
Not settled liabilities from cash settled share base payments -11 985 -10 609 -2984
Minority interests 19 93
Equity in accordance with IFRS 2612 15408 7 886

Description of effects:

a) Capitalized development expenses

In accordance with Swedish GAAP, as outlined by Swedish Accounting Standards Board, research and
development costs were expensed when incurred.

Under IAS 38, research costs are expensed and devel opment costs are capitalized once the entity can
demonstrate:

e itsintention, and financia and technical capacity to complete the development project;

e theprobability that the expected future economic benefits that are attributable to the development
expenditure will flow to the entity; and

e that the cost of the intangible asset can be measured reliably.

In accordance with IFRS 1, this development expenditure has been capitalized retrospectively for all
projects with aresidual value other than zero per 1 January 2006. In Note 18, Capitalized devel opment
expenditure, the accumul ated capitalization, investments and depreciation are shown.

Of the ending balance of TUSD 1,631 per 31 December 2007, approximately TUSD 110 comes from
capitaization of Share-based payment expenses.

The value in use of development projectsis systematically tested when pre-determined indications of loss
in value are identified. On 31 December 2007, TUSD 479 was written down of the previous capitalized
expenses (see note 18)

b) Share based payments

IFRS requires an expense to be recognized if the Group purchases goods or servicesin exchange for shares
or rights over shares (equity-settled transactions), or in exchange for other assets equivalent in valueto a
given number of shares or rights over shares (cash-settled transactions). The main impact of this on the
Group isthe expensing of the employees and Directors' share options and other share-based incentives by
using an option-pricing model, with a credit to equity or liabilities for equity-settled and cash-settled
options, respectively.

The Group has taken advantage of the transitiona provisions of IFRS 2 and has applied this accounting
standard only to cash-settled awards that have not been settled before the GIPS transition date to IFRS, and
to equity-settled awards granted after 7 November 2002, that had not been vested prior to 1 January 2006.

Due to a heavily increased share price during the years before the transition date to IFRS, the opening
balance liability for cash-settled share base payments per 1 January 2006 amounted to TUSD 11 985. Due
to adecreased share price, lesstime to maturity, forfeited options the value of the options and number of
outstanding options, and hence, liability had decreased to TUSD 545 per 31 December 2007. The expenses
related to cash-settled share-base payments that has been recognized in the income statement during these
years amountsto TUSD 7 794 in 2007 and TUSD 1 377 in 2006 (see Note 29). The goodwill according to
Swedish GAAP of TUSD 2 552 was attributabl e to the buy back of exercised cash settled options. This
goodwill of TUSD 2 552 has been expensed as a personnel expense in accordance with IFRS 2 in 2006 (see
Note 34).
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There has a so been recogni zed expenses from equity settled options of TUSD 73in 2007 and TUSD 148
in 2006 (see Note 39).

¢) Business Combinations

Goodwill, according to Swedish GAAP per 31 December 2006 was, as described above under Share-based
payments, related to the share buy back of the cash settled options. This goodwill has been expensed with
TUSD 2 395 as a personnel expense and the related amorti zation of TUSD 66 has been reversed in 2006. In
2007 goodwill has been booked against retained earnings and the depreciations that were made according
to Swedish GAAP have been reversed.

In accordance with Swedish accounting principles, all intangible assets, including goodwill, shall be
amortized over their estimated useful life. This change does not affect equity at the adoption date, since
there was no goodwill per 1 January 2006. However, as a consequence of the adoption of IFRS, the
goodwill amorti zation that has been accounted for during 2007 related to the acquisition of Crystal\VVoice, in
accordance with the Swedish accounting principles, TUSD 434, shall be reversed. However, since all
identified assets according to IFRS 3, were impaired by TUSD 7 350, there are no effects of IFRS 3 on net
profit for the full year 2007.

See Note 38, Business Combination for the acquired values.

d) Accumulated trandation differences

Trandation differences with respect to investments in foreign operations shall, in accordance with IAS 21
"The Effects of Changes in Foreign Exchange Rates’, be accounted for as a separate item under equity.
Since the group has changed their presentation currency to USD instead of SEK, the trand ation difference
occurs due to variances with USD. The Company has chosen to zero the accumul ated translation
difference as per 1 January 2006, in accordance with the transition provisionsin IFRS 1.

e) Deferred taxes

The effect of the adjustments above has meant that the difference between the previously reported deferred
tax amount and the deferred tax amount in accordance with IFRS shall be accounted for in connection with
changing to capitalized expenses for devel opment and fair val ue adjustments to book values at acquisitions.

f) Minority interests

In accordance with IAS 1 “Presentation of financial statements”, minority interests shall be accounted for
as a separate component of equity in the balance sheet, instead of between liabilities and equity. In the
income statement, the minority’ s share of the profits shal no longer reduce the accounted net profit for the
period. In the income statement, it shall instead be specified to what extent the net profit for the year is
attributable to the Parent Company’ s sharehol ders and the minority shareholdersin subsidiaries,
respectively. The total reported equity hereby decreases by TUSD 11 461 as per 1 January 2006, TUSD
9919 as per 31 December 2006 and 1 749 TUSD as per 31 December 2007. The net profit for 2006
increased by TUSD 1 375 and for 2007 by TUSD 8 192.

g) Presentation and format

Certain changes to classifications and denominations have been made in the income statements and balance
sheets, respectively. These changes have been made directly in the column entitled “ Swedish GAAP”. The
changes are primarily made with respect to the following.

Equity is no longer divided into restricted and non-restricted equity. Some reclassifications within equity
have also been effected. Equity is divided into share capital, other contributed capital, other reserves,
profit/loss brought forward, including net profit, and minority interests.

The Group’sincome statement ends with “Net profit”, which corresponds to the earlier “Net earnings’

without a deduction of minority interest. The net profit is thereafter allocated on the basis of what is
attributabl e to shareholdersin the Parent Company and the minority, respectively.
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h) Cash flow statement

GIPS has classified the means accounted for as cash and bank as well as short-term investments as cash and
cash equivalents. In accordance with IAS 7, only cash and cash equivalents that at acquisition date had a
term of no more than 3 months may be accounted for as cash and cash equivalents. This means that cash
and cash equivalents in the cash flow analysis decrease by TUSD 2 250 related to the auction rate
securities.

Note 41 Subsequent events

- Emerick Woods officialy joined the Company as CEO on April 1, 2008.

- On 21 April 2008, 12,950,000 new shares were issued, and the company received
approximately 10,175 TUSD.

- InMarch, the Group modified the current stock options plan to grant new optionsin the Parent. A
consequence of the modification isthat the options are classified as equity-settled share-based
payments instead of cash-settled share-based payments.

- InMay, 2008 the Company issued 553,162 new shares, directed to minority ownersin Global IP
Solutions, Inc. Since May 2008, al companies within the GIPS Group are (directly or indirectly)
wholly-owned subsidiaries of the Parent.

- TheArbitration panel in Stockholm had rejected the Company’ s claim in its dispute with a
licensee of GIPS The Company will bear the costs of both the Arbitration Institute and the
licensee, which it estimatesto lie between TUSD 420 to TUSD 500.

See aso the Directors” Report section “ Significant Events after Y ear-End 2007”

Note 42 Appropriation of loss

At the disposal of the Annual General Meeting:

FK
Share premium reserve 12 291 473
Retained earnings -40 561 258
Net loss -1232 754
Total -29 502 540

The Board proposes that this |oss be appropriated as follows:

FK
To be carried forward to 2008 -29 502 540
Total -29 502 540
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The Board of Directors and the President and CEO certify that the consolidated financial
statements have been prepared in accordance with IFRS as adopted by the EU and give atrue and
fair view of the Group’s financial position and results of operations. The financia statements of
the Parent Company have been prepared in accordance with generally accepted accounting
principlesin Sweden and give atrue and fair view of the Parent Company’ s financial position and
results of operations.

The Directors’ Report for the Group and the Parent Company provides afair review of the
development of the Group’s and the Parent Company’ s operations, financia position and results
of operations, and describes material risks and uncertainties facing the Parent Company and the
companiesincluded in the Group.

Stockholm, 19 May 2008

Ditlef de Vibe Allen Adams Roar Hagen
Chairman of the Board Board Member Board Member
AgeKorsvold Bradley E. Sparks Trym Skeie
Board Member Board Member Board Member

Emerick Woods
Group CEO and President

Our auditors’ report was rendered 19 May 2008
Ohrlings PricewaterhouseCoopers AB

Nicklas Kullberg
Authorized Public Accountant
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Audit report

Totheannual meeting of the shareholders of Global | P Solutions (GIPS) Holding AB (publ)
Corporateidentity number 556573-9017

We have audited the annual accounts, the consolidated accounts, the accounting records and the
administration of the board of directors and the managing director of Global IP Solutions (GIPS) Holding
AB (publ) for the year 2007. The board of directors and the managing director are responsible for these
accounts and the administration of the company as well as for the application of the Annual Accounts Act
when preparing the annua accounts and the application of international financia reporting standards |FRSs
as adopted by the EU and the Annual Accounts Act when preparing the consolidated accounts. Our
responsibility isto express an opinion on the annua accounts, the consolidated accounts and the
administration based on our audit.

We conducted our audit in accordance with generally accepted auditing standardsin Sweden. Those
standards require that we plan and perform the audit to obtain reasonabl e assurance that the annual
accounts and the consolidated accounts are free of material misstatement. An audit includes examining, on
atest basis, evidence supporting the amounts and disclosures in the accounts. An audit also includes
assessing the accounting principles used and their application by the board of directors and the managing
director and significant estimates made by the board of directors and the managing director when preparing
the annual accounts and consolidated accounts as well as evaluating the overall presentation of information
in the annual accounts and the consolidated accounts. As abasis for our opinion concerning discharge from
liability, we examined significant decisions, actions taken and circumstances of the company in order to be
able to determine the liahility, if any, to the company of any board member or the managing director. We
al so examined whether any board member or the managing director has, in any other way, acted in
contravention of the Companies Act, the Annual Accounts Act or the Articles of Association. We believe
that our audit provides a reasonable basis for our opinion set out below.

The annual accounts have been prepared in accordance with the Annua Accounts Act and give atrue and
fair view of the company’s financia position and results of operationsin accordance with generally
accepted accounting principles in Sweden. The consolidated accounts have been prepared in accordance
with international financial reporting standards IFRSs as adopted by the EU and the Annual Accounts Act
and give atrue and fair view of the group’s financial position and results of operations. The statutory
administration report is consistent with the other parts of the annual accounts and the consolidated
accounts.

We recommend to the annual meeting of shareholders that the income statements and bal ance sheets of the
parent company and the group be adopted, that the |oss of the parent company be dealt with in accordance
with the proposal in the administration report and that the members of the board of directors and the
managing director be discharged from liability for the financial year.

Stockholm, 19 May 2008
Ohrlings PricewaterhouseCoopers AB

Nicklas Kullberg
Authorized Public Accountant
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Financial Definitions

Average number of shares outstanding:
The weighted average number of shares
outstanding before or after dilution. The diluted
weighted average number of shares
outstanding is the number of shares that

would be outstanding if al convertible
securities, e.g. warrants,

were converted to common stock.

Capital employed:

Total assets less non-interest-bearing
liabilities/provisions. Capital employed for
the business areas excludes cash, tax
liabilities and tax receivables.

Capital turnover ratio:
Revenues divided by average total assets.

Earnings before depreciation and
amortization (EBITDA):

Operating profit plus depreciation,
and impai rment.

Earnings per share:

Profit for the period, attributable to equity
holders of the Parent Company divided by the
average number of shares outstanding.

EBITDA margin:
Earnings before depreciation and impairment
as apercentage of revenue.

Equity/assets ratio:
Equity, including minority interest, as a
percentage of total assets.

Equity per share:
Equity including minority interest divided by
the number of shares.

Operating profit:
Revenue less all costs related to operations,
excluding financia items and taxes.

Operating profit margin:
Operating profit as a percentage of
revenue.

Return on capital employed (ROCE):
Profit before tax plus interest paid and
foreign exchange differences (for business
area: operating profit) as a percentage of
average capital employed.

Return on equity:

Profit for the period, attributable to equity
holders of the Parent Company as a percentage
of average equity, excluding minority interest.
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