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17. Borrowings

31.12 2007 31.12 2006 31.12 2007 31.12 2006

58.570 81.288 8.436 58.829 
1.525.237 3.570.741 2.208.435 58.829 

18.440.297 0 0 0 
20.024.104 3.652.029 2.216.871 117.658 

18. Deferred tax assets/liability

2007 2006

716.008 (1.873.296)
1.489.505 2.112.801 

(50.357) 249.595 
(73.090) 226.908 

2.082.066 716.008 

19. Provisions

2007 2006

236.513 0 
0 236.513 

236.513 236.513 

20. Deferred income

Deferred revenue relating to unrecognised subscriptions fees
2007 2006

1.124.978 846.717 
466.197 278.261 

1.591.175 1.124.978 

Debts in ISK...........................................................

Other changes.........................................................................................................................

Balance at beginning of year................................................................................................

Debts in USD..........................................................

Non-current

Debts in EUR.........................................................

Current

Calculated tax for the year....................................................................................................

Balance at end of year...........................................................................................................
Additions due to business combinations...........................................................................

Balance at end of year...........................................................................................................
Exchange differences............................................................................................................

Balance at beginning of year................................................................................................

Balance at beginning of year................................................................................................
Changes during the year........................................................................................................
Balance at end of year...........................................................................................................
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21. Share-based payments

Employee share option plan

Cumulative
Options series Number Grant date Exercise price provision

49.000 1/1 2005 90 42.601.559
325.200 19/12 2006 800 40.257.403
35.600 Various 1200-1400 856.132

83.715.093

Weighted Weighted
Number average Number average

of options exercise price of options exercise price

374.200 707 49.000 90
35.600 1248 325.200 800

409.800 753 374.200 707

86.740 622 10.850 90

(2) Issued in the year 2006....................................
(3) Issued in the year 2007*..................................

Exercisable at end of the financial year..............

Balance at beginning of the financial year..........
Granted during the financial year........................

(1) Issued prior to 1 January 2006.......................

Balance at end of the financial year.....................

2007 2006

The Group has an ownership-based compensation scheme for employees of the Group. In accordance with the provisions
of the plan, as approved by shareholders at a previous annual general meeting, employees may be granted options to
purchase ordinary shares at a specific exercise price, usually being the current estimated spot price. The number of shares
that an employee is entitled to buy under the option agreement can vary between employees. The number is based on the
employees status and responsibility within the company.

No amounts are paid or payable by the recipient on receipt of the option. The options carry neither rights to dividends nor
voting rights. Options may be exercised at any time from the date of vesting to the date of their expiry.

The options are split into 5 portions, each for 20% of the total number of shares under the option agreement. The first
portion vests one year after signature and the last portion vests five years after signature. The options granted expire
within twelve months of the last portions vesting date, or within 90 days of the resignation of the employee, whichever is
the earlier.
The following share-based payment arrangements were in existence during the current and comparative reporting periods:

(*) During the year 2007 the Group granted options to employees on various dates from 1 January to 18 August. 

The Group's shares are not traded on an active market. The necessary market related data inputs to estimate fair value at
grant date does therefore not exist. The Group acknowledge that the granted options are a cost to the company and
therefore an alternative method is applied to derive the cost. At each balance sheet date the Group calculates the
outstanding cumulative provision based on the exercise price in the most recent share options agreements granted and the
portions that the employee has earned. This method is in line with the accounting for cash-settled share options. Since the
options will be settled in shares but not cash the Group transfers the change in cumulative provision debit through P/L
and credit through share options reserve in equity. 
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22. Cash and cash equivalents

31.12 2007 31.12 2006

1.063.107 1.953.123 
16.316.411 0 
17.379.517 1.953.123 

23. Financial instruments

23.1 Capital risk management

23.2  Categories of financial instruments

31.12 2007 31.12 2006
Financial assets

83.410 81.248
22.113.806 4.879.795

Financial liabilities

26.809.158 5.138.321

23.3  Financial risk management objectives

23.4  Market risk

Derivative instruments not designated as a hedge...........................................................
Loans and receivables (including cash and cash equivalents).........................................

Amortised cost........................................................................................................................

Cash and bank balances........................................................................................................
Market securities.....................................................................................................................

The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while
maximising the return to stakeholders through the optimisation of the debt and equity balance. The Group’s overall
strategy remains unchanged from 2006.

The Group’s management monitors and manages the financial risks relating to the operations of the Group through
internal risk reports which analyses exposures by degree and magnitude of risks. These risks include market risk (including
currency risk,  interest rate risk and price risk), credit risk and liquidity risk.

The Group seeks to minimise the effects of these risks for example by using derivative financial instruments to hedge
these risk exposures. The Group does not enter into or trade financial instruments, including derivative financial
instruments, for speculative purposes. 

The Group’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates (see 24.6
below) and interest rates (see 24.7 below). The Group enters into a variety of derivative financial instruments to manage its
exposure to interest rate and foreign currency risk.

There has been no change to the manner in which the Group manages and measures the risk.
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23.5 Foreign currency risk management

2007 2006

-5.631.767 -1.705.327
1.464.368 725.607

23.5.1 Foreign currency sensitivity

2007 2006 2007 2006

-563.177 -170.533 146.437 72.561

23.6 Interest rate risk management

23.6.1 Interest rate sensitivity

50 bps 100 bps 50 bps 100 bps

Effects on P/L and equity ..................................... 17.324 34.647 11.479 22.958 

EUR Impact

Currency net exposure

ISK............................................................................................................................................
EUR..........................................................................................................................................

ISK Impact

P/L and equity........................................................

2007 2006

The Group is mainly exposed to two currencies, ISK and EUR. The carrying amount of the Group’s ISK/EUR
denominated monetary assets and monetary liabilities at the reporting date is as follows:

The table below shows what effects 10% increase of the relevant foreign currency rate against the USD would have on
P/L and equity. The foreign currency assets and liabilities in the sensitivity analysis are mainly foreign currency borrowings
and foreign currency bank balances. The analysis is prepared assuming the amount outstanding at the balance sheet date
was outstanding for the whole year. The analysis assume that all other variables, than the relevant foreign currency rate, are
held constant. The sensitivity analysis does not take into account tax effects. A positive number below indicates an
increase in profit and other equity. A decrease of the relevant foreign currency rate against the USD would have an
opposite impact on P/L and equity.

Interest rate risk is the risk that fair value or future cash flows of a financial instrument will fluctuate because of changes in
market interest rates. The Group has both fixed and floating rate interest bearing financial instruments. Interest bearing
instruments with fixed rate are accounted for at amortised cost. Changes in interest rates which will effect the assets fair
value will therefore not result in a change in the books. Interest rate changes effect expected cash flow relating to floating
rate instruments. 

In the analysis below the effects of 50 and 100 basis points decrease on P/L and equity are demonstrated.
The sensitivity analysis below have been determined based on the exposure to interest rates at the balance sheet date. The
analyses is prepared assuming the amount outstanding at the balance sheet date was outstanding for the whole year. The
analysis assume that all other variables, than basis points, are held constant. The sensitivity analysis does not take into
account tax effects. A positive number below indicates an increase in profit and other equity. An increase in basis points
would have an opposite impact on income statement and equity.  
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23.7 Credit risk management

2007 2006

3.058.543 2.239.316
1.759.155 768.604
1.063.107 1.953.123

16.316.411 0
22.197.216 4.961.043

23.8 Liquidity risk management

23.8.1 Liquidity and interest risk tables

2008 2009 2010 Total
2007

7.607.317 0 0 7.607.317
1.466.667 1.466.667 733.333 3.666.667

18.557.437 16.872 0 18.574.309
27.631.421 1.483.539 733.333 29.848.293

Market securities.....................................................................................................................

Non-interest bearing..............................................

Cash and cash equivalents....................................................................................................

Fixed interest rate instruments.............................

Maximum credit risk

Accounts receivable...............................................................................................................
Other receivables...................................................................................................................

Floating interest rate instruments........................

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
Group. The Group has adopted a policy of only dealing with creditworthy counterparties and obtaining sufficient
collateral, where appropriate, as a means of mitigating the risk of financial loss from defaults. 

The credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings assigned by
international credit-rating agencies. Trade receivables mainly consist of receivables from creditcard companies and
therefore the credit risk is limited to the creditcard company but not to the customer.

The following table represents the Group’s maximum exposure to credit risk without taking account of the value of any
collateral obtained:

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with financial
liabilities. On a regular basis the Group monitors the liquidity balance, development and the effects of market
environment. Special attention is given to maintain an adequate level of liquid assets to cover repayments of borrowings
and interest payments. The Group prepares a liquidity analysis to keep track of expected timing of expected payments. 

The following tables detail the Group’s remaining contractual maturity for its non-derivative financial liabilities. The tables
have been drawn up based on the undiscounted cash flows of financial liabilities based on the earliest date on which the
Group can be required to pay. 
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2007 2008 2009 Total
2006

2.679.073 0 0 2.679.073
0 0 0 0

11.650.130 7.354.930 1.076.439 20.081.499
14.329.203 7.354.930 1.076.439 22.760.572

2008 2009 2010 Total
2007

4.817.698 0 0 4.817.698
17.379.518 0 0 17.379.518
22.197.216 0 0 22.197.216

2007 2008 2009 Total
2006

3.007.920 0 0 3.007.920
1.953.123 0 0 1.953.123
4.961.043 0 0 4.961.043

24. Operating lease arrangements

24.1 The Group as lessee

2007 2006

425.077 154.263 

26. Approval of financial statements

27. Explanation of implementation of IFRS

Interest bearing.......................................................

Non-interest bearing..............................................
Interest bearing.......................................................

Non-interest bearing..............................................
Floating interest rate instruments........................
Fixed interest rate instruments.............................

Non-interest bearing..............................................

Payments recognised as an expense....................................................................................

The following table details the Group’s expected maturity for its non-derivative financial assets. The tables below have
been drawn up based on the undiscounted contractual maturities of the financial assets including interest that will be
earned on those assets except where the Group anticipates that the cash flow will occur in a different period.

The financial statements were approved by the board of directors and authorised for issue on 19 March 2008.

In the transition from IS-GAAP to IFRS no difference between gaaps was identified in relation with opening balance.
In relation with 2006 difference was identified in analysis of IS-GAAP and IFRS. Firstly in IAS 38 in R&D where the
company fullfills the criteria of capitalization of R&D. Secondly in PPA where the company needs to relocate the
excess price in accordance with IFRS 3 and thirdly stock options to employees, IFRS 2. No other material differences
were identified.
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Balance sheet January 1, 2006

Assets According to Effects of IFRS According to 
IS-GAAP Implementation IFRS

Non-current assets
0 0 0
0 0 0

872.537 0 872.537
0 0 0

1.873.296 0 1.873.296
2.745.833 0 2.745.833

Current assets
62.722 0 62.722

999.620 0 999.620
0 0 0

301.628 0 301.628
17.989 0 17.989

1.381.959 0 1.381.959
Total assets 4.127.792 0 4.127.792

Stockholders´equity and liabilities

Stockholders´equity

126.103 0 126.103
285.805 0 285.805

0 0 0
0 0 0

-3.486.448 0 -3.486.448
Stockholders´equity -3.074.540 0 -3.074.540

Liabilities

Non-current liabilities
271.590 0 271.590

0 0 0
271.590 271.590 271.590

Current liabilities
2.736.209 0 2.736.209
1.982.398 0 1.982.398

224.323 0 224.323
1.139.079 0 1.139.079

848.734 0 848.734
6.930.742 6.930.742 6.930.742

Liabilities 7.202.332 7.202.332 7.202.332

Total stockholders´equity and liabilities 4.127.792 4.127.792 4.127.792

Provisions................................................................................................

Liabilities to credit institution..............................................................

Goodwill..................................................................................................
Other intangible assets..........................................................................
Computers and equipment...................................................................
Investments in subsidiaries...................................................................
Deferred tax assets.................................................................................

Goods for sale.........................................................................................

Loans to subsidiaries..............................................................................

Other current liabilities.........................................................................
Deferred income....................................................................................

Accounts payable....................................................................................
Current maturities of long-term liabilities..........................................

Translation difference............................................................................
Equity settled employee stock options...............................................
Retained earnings...................................................................................

Long-term bond.....................................................................................

Capital stock............................................................................................
Premium account of capital stock.......................................................

Bank deposits and cash.........................................................................

Accounts receivables.............................................................................

Other receivables....................................................................................
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Balance sheet 31 Desember, 2006

Assets According to Effects of IFRS According to 
IS-GAAP Implementation IFRS

Non-current assets
2.007.196 2.250.356 4.257.553

3.406.966 3.406.966
3.010.795 -2.086.963 923.832
1.898.759 0 1.898.759

0 0 0
462.443 -1.148.900 -686.457

7.379.194 2.421.459 9.800.653

Current assets
2.183.421 415.283 2.598.704
2.239.316 0 2.239.316

768.604 0 768.604
1.953.123 0 1.953.123
7.144.464 415.283 7.559.747

Total assets 14.523.658 2.836.743 17.360.400

Stockholders´equity and liabilities

Stockholders´equity
115.257 0 115.257

3.312.780 0 3.312.780
14.553 145.772 160.325

0 347.582 347.582
3.270.816 2.343.389 5.614.205

Stockholders´equity 6.713.406 2.836.743 9.550.149

Liabilities

Non-current liabilities
117.658 0 117.658
236.513 0 236.513
354.171 354.171

Current liabilities
3.489.454 0 3.489.454
1.368.634 0 1.368.634

162.575 0 162.575
1.310.439 0 1.310.439
1.124.978 0 1.124.978
7.456.081 0 7.456.081

Liabilities 7.810.252 0 7.810.252

Total stockholders´equity and liabilities 14.523.658 2.836.743 17.360.400

Goods for sale.........................................................................................

Bank deposits and cash.........................................................................

Accounts receivables.............................................................................
Other receivables....................................................................................

Long-term bond.....................................................................................

Capital stock............................................................................................

Goodwill..................................................................................................
Development cost..................................................................................

Computers and equipment...................................................................
Investments in subsidiaries...................................................................
Deferred tax assets.................................................................................

Other intangible assets..........................................................................

Other current liabilities.........................................................................

Premium account of capital stock.......................................................

Accounts payable....................................................................................

Translation difference............................................................................

Provisions................................................................................................

Current maturities of long-term liabilities..........................................

Deferred income....................................................................................

Equity settled employee stock options...............................................
Retained earnings...................................................................................

Liabilities to credit institution..............................................................
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Income statement for the year 2006
According to Effects of IFRS According to 

IS-GAAP Implementation IFRS

21.321.361 0 21.321.361
4.987.465 0 4.987.465

-6.966.215 1.996.319 -4.969.896
-1.115.968 0 -1.115.968
-2.967.446 0 -2.967.446
-5.872.638 1.037.010 -4.835.627

-779.779 -9.464 -789.243
37.630 0 37.630

-577.699 0 -577.699

8.066.710 0 11.090.575
-1.513.178 -599.624 -2.112.801
6.553.532 2.424.242 8.977.774Profit for the year...................................................................................

Finance cost............................................................................................

Subscription and sales revenue-EVE online.....................................

Profit before tax.....................................................................................
Income tax for this year........................................................................

Other income..........................................................................................
Salaries and related expenses................................................................

Depreciation............................................................................................
Financial income.....................................................................................

Network and service expenses.............................................................
Marketing expenses................................................................................
Other operating expenses.....................................................................
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