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Trolltech ASA   

Quarterly Report Q3 2007    

Highlights and Outlook 

 

Revenues of NOK 60.8 million in Q3 2007; + 44.1 percent from Q3 2006 

 

Positive EBITDA of NOK 0.3 million (-6.9) 

 

Continued positive sales trend for both Qt® and Qtopia® development tools 

 

Runtime license fees remain lower and less predictable than expected  

 

Operating costs remain under control  limited growth in employee base 

 

Full-year 2007 revenue growth expected at above 30 percent 

 

Positive EBITDA expected for the fourth quarter    

Financial review 
PROFIT AND LOSS 
(NOK 000) 

Q3 2007 Q3 2006 9M 2007 9M 2006 2006 

Operating revenues 60 786

 

42 194

 

160 657

 

121 037

 

174 104 

 

Operating costs 60 453

 

49 070

 

173 540

 

140 302

 

206 829 

 

EBITDA 333

 

(6 876)

 

(12 883)

 

(19 266)

 

(32 725)

 

Depreciation and amortisation 5 884

 

4 083

 

16 297

 

11 469

 

15 996 

 

EBIT (5 551)

 

(10 959)

 

(29 180)

 

(30 735)

 

(48 721)

 

Net financial items 945

 

1 361

 

3 096

 

1 461

 

2 875 

 

Profit before tax (4 606)

 

(9 598)

 

(26 084)

 

(29 274)

 

(45 846)

       

BALANCE SHEET 
(NOK million) 

  

30 Sept 
2007 

30 Sept 
2006 

31 Dec 
2006 

Property, plant and 
equipment 

   

13 786

  

11 784

 

14 693 

 

Intangible assets 

  

47 581

 

35 369

 

37 915 

 

Other non-current assets 

  

1 494

 

840

 

1 756 

 

Trade receivables 

  

43 580

 

41 525

 

41 793 

 

Cash and cash equivalent 

  

107 907

 

155 841

 

149 658 

 

Total Assets 

  

214 348

 

245 359

 

245 815

       

Equity 

  

125 699

 

162 828

 

151 671 

 

Non-current liabilities 

  

6 504

 

9 103

 

5 989 

 

Current income tax liabilities 

  

2 528

 

779

 

2 504 

 

Trade and other payables 

  

21 960

 

18 792

 

25 196 

 

Deferred revenue 

  

50 524

 

50 085

 

52 584 

 

Provisions for other liabilities 

  

7 132

 

3 771

 

7 871 

 

Total equity and liabilities  

  

214 348

 

245 359

 

245 815 
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Revenues 
Trolltech ASA (Trolltech) generated revenues of NOK 60.8 million in the third quarter 
2007, an increase of 44.1 percent over the third quarter 2006. For the first nine months 
of 2007, revenues amounted to NOK 160.7 million, which was an increase of 32.7 
percent compared with the first nine months of 2006.  

The growth continues to be primarily driven by the development tools for Qt and Qtopia, 
whereas the growth in runtime license fees remains below the company s expectations.   

As communicated in the interim report for the second quarter, the overall growth will be 
higher in the second half of the year compared with the first half. The full year revenue 
growth is nevertheless expected to fall below the growth rates reported for the past three 
years. The main reasons are the lower than expected runtime fees and the weak US 
dollar. The company s current best estimate is a full year revenue growth rate in line with 
the revenue growth reported for the first three quarters of 2007.  

Qt is a development tool which enables programmers to deploy their applications on all 
desktop platforms based on a single source code base. Trolltech launched the first 
version of Qt in 1996, and has since built a global client base in a wide range of 
industries. Revenue is primarily generated from license sales and subscription and 
support services.   

Qtopia was launched in 2002 as a software application platform for embedded Linux-
based devices, and has attracted significant interest with major mobile phone suppliers 
as well as with leading vendors such as Motorola, Sony and Sharp. Contrary to the Qt 
business model, revenue generation from Qtopia includes runtime fees from sales of end-
user products as well as development licence sales, subscription and support services.  

Overall, license sales accounted for 46 percent of sales in the third quarter 2007, 
including runtime licenses for devices. Subscriptions and support accounted for 39 
percent, and engineering & consulting services for 15 percent.   

Operating costs 
Excluding depreciation and amortization, operating costs were NOK 60.5 million in the 
third quarter of 2007, which was an increase of NOK 6.7 million from the previous 
quarter. The increase in costs mainly reflects that employee costs were lower in the 
second quarter due to holiday allowance paid in June.  

For the first nine months of 2007 operating costs amounted to NOK 173.5 million, which 
was an increase of 23.7 percent from the same period in 2006.   

The number of employees in Trolltech, including full-time consultants increased by 8 
during the quarter. The increase is lower than budgeted, as Trolltech has put particular 
emphasis on cost control in the current phase of the business development. Trolltech will 
continue to invest in further engineering capabilities, but the overall increase in the 
employee base is now expected to fall below the previously indicated 20 percent during 
2007.  

Operating results  
EBITDA was positive at NOK 0.3 million in the third quarter of 2007, which is an 
improvement of NOK 2.4 million from the previous quarter and NOK 7.2 million better 
than the third quarter 2006. The improvement reflects scale effects of the business 
model, as revenue is increasing more than the number of employees and employee 
benefit expenses, and also more than other operational costs.   

Depreciation and amortization amounted to NOK 5.9 million for the third quarter, of 
which amortization was in excess of 70 percent. In the same period in 2006, depreciation 
and amortization was NOK 4.1 million.  
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The EBIT -loss was thus NOK 5.6 million in the third quarter 2007, compared with a loss 
of NOK 11.0 million in the third quarter last year. In the previous quarter, Trolltech 
reported an EBIT-loss of NOK 7.7 million.  

For the first nine months the EBITDA-loss was NOK 12.9 million, compared with a loss of 
NOK 19.3 million in the first nine months of 2006. Depreciation and amortization 
amounted to NOK 16.3 million for the first three quarters, compared with NOK 11.5 
million in the corresponding period last year. The EBIT-loss was thus NOK 29.2 million, 
compared with a loss of NOK 30.7 million for the first nine months of 2006.  

Net financial items 
Net financial items were NOK 0.9 million in the third quarter of 2007, compared with  
NOK 1.4 million in the third quarter 2006. For the first nine months net financial items 
were NOK 3.1 million, compared with NOK 1.5 million in the same period last year.   

Profit (loss)  
The loss before tax was NOK 4.6 million in the third quarter 2007, compared with a loss 
of 9.6 million in the third quarter last year and the net loss after tax NOK 7.6 million this 
year, lower than the loss of NOK 10.4 million reported last year. For the first nine months 
of 2007, the loss before tax was NOK 26.1 million and the net loss after tax NOK 31.0 
million, while the loss for the first three quarters last year were NOK 29.3 million before 
tax and 31.9 million after tax,.  

Consolidated balance sheet statements 
Trolltech had total assets of NOK 214.3 million at 30 September 2007, compared with 
NOK 220.8 million at 30 June 2007 and NOK 245.4 million at the end of the third quarter 
of 2006.  

Capitalized development costs were NOK 6.4 million in the third quarter, compared with 
NOK 6.3 million in the same quarter last year. Capitalized development costs are 
accounted for as intangible assets and amortized over 3-4 years. Total intangible assets 
were NOK 47.6 million at the end of the third quarter of 2007. This compares to NOK 
44.7 million at the end of second quarter and NOK 35.4 million at the end of the third 
quarter last year.  

Deferred revenue was NOK 52.9 million at the end of the third quarter of 2007, 
compared with NOK 58.6 million at the end of second quarter and NOK 53.8 million at 
the end of the third quarter 2006. This primarily refers to contracted but not yet 
delivered upgrades and maintenance services.  

Cash and cash equivalents amounted to NOK 107.9 million at the end of the third quarter 
of 2007, compared with NOK 118.8 million at the end of second quarter and NOK 155.8 
million at the end of the third quarter of 2006. Trolltech holds no interest bearing 
liabilities, and the cash situation is regarded as satisfactory.  

Consolidated cash flow statements 
Cash flow from operations was negative with NOK 14.2 million for the first nine months 
of 2007. Cash flow from investments was negative with NOK 25.4 million, and cash flow 
from financing positive with NOK 0.3 million. Summing up, total net cash flow was NOK -
39.4 million for the first nine months of 2007. In the same period last year, the total net 
cash flow was a positive NOK 113.9 million, which was explained by the share issue in 
connection with the IPO.  

Market update 
Trolltech is in the business of making software faster to build and easier to use, and the 
markets for the company s solutions continue to develop positively. The growth in the 
customer base has continued throughout 2007 and Trolltech now has more than 5,000 
customers.  
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Qt 
Qt is a development tool which enables programmers to deploy their applications on all 
major desktop platforms based on a single source code base. The primary market for Qt 
is software developers working with object-oriented high-performance applications.  

In August 2007, Trolltech released Qt 4.3.1, which was followed by version 4.3.2 in early 
October. The releases include bug fixes and further performance optimization on Qt 4.3 
which was launched in May.    

After the end of the quarter, Qt also released an initial technology preview of Qt for 
Windows CE. The final release is planned for the first quarter 2008. This launch is a 
continuation of Trolltech s cross-platform approach to application development, and Qt 
already encompasses Linux, Windows and Mac. In terms of programming languages, 
Trolltech earlier this year launched Qt Jambi for Java, adding to the C++ version which 
has long been available.  

Overall Qt bookings continue to develop in line with expectations, and subscription 
renewal rates remain at high levels. After the end of the quarter, the company signed an 
engineering consulting contract with a major international oil and gas company. The USD 
750,000 engineering contract will be delivered in October 2007-April 2008, and covers 
the porting of one of the customer s applications to Qt. Trolltech already has ongoing 
customer relationships with many of the major companies in the oil and gas industry.    

Trolltech is also developing a stronghold in the highly graphic animation and special 
effects industry. Earlier in the year, the company announced a new contract with 
Lucasfilm Entertainment Co. Ltd, covering the use of Qt by Industrial Light & Magic, 
LucasArts, Skywalker Sound and Lucasfilm Animation. Within the same sector, the 
customer portfolio also counts leading names such as Walt Disney Feature Animation, 
Sony Pictures Imageworks and Autodesk.   

Qtopia 
Qtopia is the leading application platform for embedded Linux-powered devices as well as 
for Linux-based mobile phones, and the position is continuously being strengthened with 
the signing of new development tools contracts.  

 

As opposed to the Qt business, Qtopia revenue to a higher degree depends on customers 
device sales to end-users, and the runtime fees from such sales remained lower than the 
company s expectations in the third quarter.  

 

In August 2007 Trolltech released version 4.2.4 of the Qtopia Phone Edition. In early 
October, Trolltech also released Qtopia Core 4.3.2, which is an improved version of the 
leading application framework for single-application devices powered by embedded Linux.  

Within the market for Linux-powered high-end mobile phones, Trolltech in September 
announced the porting of Qtopia Phone Edition to the Neo1973 mobile phone from the 
Taiwanese hardware supplier FIC and the open source software provider OpenMoko. This 
will provide an additional reference platform for software developers, in addition to 
Trolltech s Qtopia Greenphone®. 

 

Trolltech s main Qtopia customer Motorola, introduced its next-generation MOTOMAGX 
mobile Linux platform in August. At the same time, Motorola stated that Linux will 
continue to play a strategic role in Motorola's handset portfolio. MOTOMAGX builds on 
Motorola s Linux/Java platform, where version 2.3 of Qtopia Core is a part of the software 
application development platform.  

At the end of September, Trolltech and Motorola expanded its existing contract which 
provides Motorola an unlimited use of developer licenses. The value of the contract is 
reflected in the Income Statement for the third quarter. Trolltech will continue to receive 
royalty payments per mobile phone shipped under an agreement with Motorola.  
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Trolltech maintains its efforts to establish a foothold also with several other tier-1 mobile 
phone vendors, and is also working close with major telecom operators.   

Organization 
After the end of the quarter, on October 1, Trolltech announced that Haavard Nord, one 
of the company s two co-CEO s will assume the role of sole CEO, effective from 
November 1, 2007. Co-CEO Eirik Chambe-Eng is resigning from his position due to health 
reasons. Mr. Chambe-Eng will remain involved in Trolltech and advise on strategy, 
culture and other critical aspects of the company. Trolltech has also engaged a search 
firm to hire a COO to take responsibility for the operations of the company. 

 

In the end of August, Trolltech announced that the Board of Directors had elected Neil 
Alexander Rimer as interim chairman and Ingvild Myhre as interim vice chairman. In 
addition, the employees of Trolltech ASA elected Volker Hilsheimer, Global Support 
Director, as its representative on the Board and Ole Christian Lappen, Regional Sales 
Manager, as deputy member of the Board of Directors. 

 

As of September 30, 2007, Trolltech had 238 employees including 7 full-time 
consultants. This was a net increase of 6 since the end of 2006.  

  

Outlook 
Trolltech continues to see a healthy market outlook although the revenue growth for 
2007 is likely to fall below the growth rates the company achieved in the previous three 
years.   

Progress for the Qt development tools business remains steady in terms of both 
customer base and revenue growth. As previously communicated, the revenue from the 
Qtopia business is less predictable, as growth to a higher degree is dependent on the 
shipment of phones and devices from its main customers.   

As indicated in the second quarter report, the revenue growth in the second half of the 
year is expected to exceed the 27 percent growth reported for the first half 2007. The 
company s current best estimate is for a full-year revenue growth in line with the growth 
rate reported for the first nine months.  

Trolltech believes in a positive EBITDA for the fourth quarter 2007.  

This report contains forward looking statements. These statements are based on various 
assumptions, many of which are based, in turn, upon further assumptions, including 
Trolltech management s examinations of historical operating trends. Although Trolltech 
believes that these assumptions were reasonable when made, because assumptions are 
inherently subject to significant uncertainties and contingencies which are difficult or 
impossible to predict and are beyond its control, Trolltech cannot give assurance that it 
will achieve or accomplish these expectations, beliefs or intentions.    

Oslo, October 23, 2007 
The Board of Directors 
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CONSOLIDATED INTERIM INCOME STATEMENT (UNAUDITED) 
(All numbers in NOK 1,000 unless otherwise stated)                                                                            

NOTES

 
Q3 2007

 
Q3 2006 YTD 2007

 
YTD 2006 2006        

Revenues 3 60,786 42,194 160,657 121,037 174,104        

Cost of services sold  (3,953) (2,509) (12,406) (4,944) (10,658) 

Employee benefit expense 5 (38,017) (31,631) (107,402) (78,422) (117,438) 

Other operating costs  (18,280) (15,253) (53,704) (57,393) (79,722) 

Depreciation and amortisation  (5,884) (4,083) (16,297) (11,469) (15,996) 

Other income (expense), net  (203) 323 (28) 456 989 

Operating profit (loss)  (5,551) (10,959) (29,180) (30,735) (48,721) 

       

Finance (expense) income  945 1,361 3,096 1,461 2,875 

Profit (loss) before income tax  (4,606) (9,598) (26,084) (29,274) (45,846) 

       

Income tax expense  (3,017) (784) (4,934) (2,578) (680)        

Profit (Loss) for the period  (7,623) (10,382) (31,018) (31,852) (46,526)        

  

Earnings per share for profit attributable to 
the equity holders of the Company during the 
period (expressed in NOK per share)    

NOTES

             

- basic 4 (0.15) (0.20) (0.59) (0.69) (0.98) 

- diluted 4 (0.15) (0.20) (0.59) (0.69) (0.98)   

The notes on pages 11 to 13 are an integral part of this condensed consolidated interim financial information.                      
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