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Market trends and liquidity
The value of the IBS share increased during 2006 by 7% and the 
highest closing price was SEK 32.80, noted on May 9; the lowest 
was SEK 18.40, noted on November 15 as the final quotation. 
The yearly turnover of the IBS share increased during 2006 and 
amounted to SEK 2.4 billion. The average daily turnover was SEK 
9.8 m and IBS’ market value on December 31 was SEK 2 190 m.

Ownership structure
On December 31, the number of stockholders amounted to almost 
9 000, most of whom resided in Sweden. Swedish resident stock-
holders held 58% of the total capital, with private owners holding 
19% and Swedish-registered institutions possessing 39%. The 
largest shareholders accounted, at year-end, for 32% of the capital 
and 49% of the votes.

Share capital
IBS share capital is divided into 3 150 000 A shares and 80 458 030 
B shares. Class A shares entitle the holder to 10 votes per share 
and the class B shares to one vote per share. Both class A and 
class B shares have a quota value per share of SEK 0.20, which 
gives a registered share capital of SEK 16 721 606.

Listing
The IBS share is listed on the Stockholm Stock Exchange’s mid-cap 
list. A round trading lot consists of 500 shares.

Warrants program
A warrants program that included 4 million warrants expired in 
May 2006. The subscription value was SEK 7.66, with all warrants 
to be exercised for new subscriptions of shares, which resulted in 
a dilution of 4 million B shares and an increased equity of SEK 30 m. 
The warrants program was issued during 2003 and was directed 
towards management and key personnel within the Group. The 
subscription price for warrants was calculated at market value, 
according to Black & Scholes’ price-setting model for financial 
instruments, and was SEK 2.26 at the time of issue.

No further warrants programs are operative at this time.

Share price for tax purposes
The IBS B share is not liable to Swedish wealth tax and has thus 
no tax return value.

Dividend policy
The Board’s long-term goal is to distribute at least 20% of the after-
tax profit in the form of dividends. When proposing dividends, 
the Board takes into consideration the company’s requirements 
for consolidation, liquidity and capital for future expansion. Bearing 
this in mind, the Board proposes that no dividend be paid for the 
financial year 2006. 

One-time dividend
During the year, a one-time dividend of SEK 2.00 per share was 
paid for 2005. 

Acquisition of own shares
The Annual General Meeting held on May 9, 2006 granted authori-
zation for the Board of Directors on one or more occasions during 
the period, until the next Annual General Meeting, to take decision 
on acquisition of own shares. The authorization is subject to the 
limitation that the company’s holding of treasury shares may not 
at any time exceed 10% of all shares in the company.

Given IBS’ strong financial position, the Board of Directors decided 
in June to authorize executive management to repurchase shares 
on appropriate occasions up until December 31, 2006, for a total 
sum of up to SEK 50 m. Acquisitions have been made on the 
Stockholm Stock Exchange at a price within the, then-current, 
registered price range.

As of December 31, 2006, IBS had repurchased 2 076 300 shares 
at an average price of SEK 21.41 per share. The total purchase 
price for these shares was SEK 44.5 m. 

The Board decided in February 2007 to prolong the authorization 
to executive management to repurchase shares up until the AGM 
in May for the previously determined sum of up to SEK 50 m, 
which was fulfilled during the first quarter.

Shareholder service
The IBS website www.ibs.net presents information on the IBS 
share price trend, as well as analysts, interim reports, annual  
reports and press releases. The information is updated regularly. 

In connection with the first distribution of financial information, 
IBS offers all shareholders the opportunity to decide whether they 
want to continue receiving this information by post.

The IBS share

The IBS share was listed on the Stockholm Stock Exchange on  
May 20, 1986. Recalculated after splits, the introductory price was 
SEK 2.80. During 2006, the IBS share value increased by 7% and  
on December 31, 2006, the closing share price was SEK 26.20.
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Ownership per the largest countries, 
December 31, 2006 (votes)  

Sweden,
58%

USA, 22%

UK, 9%

Belgium, 2%

Others, 9%

Distribution of shareholdings*

Size No. of owners Owners % No. of shares Capital %

1 – 1 000 6 057 67.4  2 528 941 3.0 
1 001 – 10 000 2 451  27.3  8 675 174 10.4
10 001 – 100 000 393 4.4 11 742 888 14.0
100 001 – 1 000 000 66 0.7 22 615 795 27.1 
1 000 001 – 15 0.2 38 045 232 45.5

Total 8 982 100  83 608 030  100

The largest shareholders per December 31, 2006*    
Shareholder A shares B shares Holding % Votes %

Deccan Value Advisors 1 475 000 3 927 000 6.5 16.7 
Catella Investments 1 475 000 2 999 180 5.4 15.9
Case Fonder  4 994 500 6.0 4.5 
Gunnar Rylander and company  2 392 000 2.9 2.1 
IBS AB  2 031 300 2.4 1.9 
Lars Nyberg 200 000 0 0.2 1.8 
Tanglin  1 845 000 2.2 1.6 
Didner och Gerge Aktiefond  1 800 000 2.2 1.6 
Östersjöstiftelsen  1 261 000 1.5 1.1 
Livförsäkringsaktiebolaget Skandia  1 218 500 1.5 1.1 
Catella Fonder  1 000 000 1.2 1.0       
Total, largest owners 3 150 000  23 468 480 31.8 49.1
Other   56 989 550 68.2 50.9

Total 3 150 000  80 458 030  100 100

Share capital development

Year Share capital No. of A shares No. of B shares Event 

1978 50 000  1 000 IBS founded

1984 50 000 1 000 9 000 Split 10:1

1984 80 000 1 000 15 000 New issue of B shares 1:3 and 1:5

1985 7 200 000 90 000 1 350 000 Bond issue 89:1

1986 8 550 000 90 000 1 620 000 New issue of B shares 1:5

1989 10 260 000 90 000 1 962 000 New issue of B shares 1:5

1989 10 418 000 90 000 1 999 500 New issue of B shares via convertible notes

1990 10 696 000 90 000 2 049 204 New issue of B shares via convertible notes

1996 11 571 020 90 000 2 224 204 Directed new share issue

1997 11 571 020 450 000 11 121 020 Split 5:1

1997 13 867 418 540 000 13 327 418 New share issue 1:5

1998 14 823 306 630 000 14 193 306 New share issue 1:6

2000 15 323 306 630 000 14 693 306 Directed new share issue

2000 15 323 306 3 150 000 73 466 530 Split 5:1

2000 15 821 606 3 150 000 75 958 030 Conversion of warrants

2001 15 921 606 3 150 000 76 458 030 Non-cash issue of B shares

2006 16 721 606 3 150 000 80 458 030 Conversion of warrants

* Information from VPC (Swedish Central Securities Depository).

 2006 2005

Average number  
of shares (thousands) 82 608 79 608

Total number  
of warrants (thousands) -  4 000

Earnings per share -0.09 7.81

Cash flow per share 0.64 1.01

Stock price at year-end 26.20 24.50

Proposed dividend  
per share - 2.00

Average 
share price 26.04 18.97

Market capitalization 
(SEK m) 2 190 1 950

Ownership structure, December 31, 2006

Non-Swedish 
registered 
institutions 
and funds,
41%

Non-Swedish 
resident private 
owners, 1%

Swedish registered 
institutions and 
funds, 39%

Swedish 
resident 
private 
owners,
19%
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Corporate governance in IBS

Swedish Code of Corporate Governance
IBS applies the Swedish Code of Corporate Governance to the 
2006 Annual Report. According to the Code, one basic principle 
is that the rules are to be complied with or explained.

Articles of Association
The Company’s registered name is IBS AB and it is a public limited 
liability company with its head office in Stockholm. The Group’s 
operations comprise producing and selling computer-based busi-
ness systems, selling computer equipment, providing technical, 
financial and organizational consulting services, providing financing 
services, managing real estate and chattels, and conducting other 
associated operations. 

The Company’s share capital shall amount to not less than SEK 10 m 
and not more than SEK 40 m. The share’s par value is SEK 0.20 
(previously called nominal amount). Shares shall consist of two  
types, designated Series A shares and Series B shares. Of Series  
A shares, not more than 5 000 000 shares may be issued. Other 
shares shall be Series B shares. Series A shares represent 10 voting 
rights each and Series B shares represent one voting right each.

The Board of Directors comprises no fewer than three and not 
more than eight members with not more than three deputy 
members. Board members and deputy members are elected  
annually at the Annual General Meeting for the period until the 
close of the next Annual General Meeting. The Company’s fiscal 
year is the calendar year. The Company’s auditors are elected by 
the Annual General Meeting for the period until the close of the 
Annual General Meeting that is held during the fourth fiscal year 
following the election of auditors. The Meeting shall thereby elect 
a minimum of one and not more than two auditors, with or  
without deputy auditors, or a registered public accounting firm. 
The Articles of Association includes matters that shall be addressed 
at the Annual General Meeting, regulations pertaining to notification 
of the Annual General Meeting, registration, and the rights for 
participants to be accompanied by advisors at the Annual General 
Meeting. The Articles of Association can be read in their entirety 
on www.ibs.se or www.ibs.net.

Annual General Meeting
The IBS Annual General Meeting is held within six months of the 
close of the fiscal year. All shareholders who are registered in the 
shareholders’ register and have registered for participation in 
time are entitled to participate in the Meeting and vote for their 
total shareholdings. A proxy can represent a shareholder who 
cannot or does not wish to attend. 

Shareholders’ right to submit proposals
All shareholders are entitled to submit proposals for the Annual 
General Meeting agenda. Instructions on how proposals are to be 
submitted and deadlines are found on IBS’ website www.ibs.net 
under Investor relations/Corporate Governance/Annual General 
Meeting.

Nomination Committee
The nomination of the Board members that are proposed for 
election at the 2007 Annual General Meeting shall occur according 
to the following principle. In accordance with a resolution made 
at the Annual General Meeting in May 2006, a Nomination  
Committee was elected on September 30 comprising the four 
largest shareholders and IBS’ Chairman of the Board. In accordance 
with the resolution passed at the Meeting, the composition of 
the Nomination Committee was adjusted for major ownership 
changes during the fourth quarter. As of January 17, 2007,  
Naveen Jeereddi, Tala Investments was replaced by George Ho, 
Deccan Value Advisors.

The Nomination Committee comprises Henrik Jonsson, Catella 
Investments (Chairman of the Committee), George Ho, Deccan 
Value Advisors, Måns Larsson, Silver Point Capital, Henrik  
Strömbom, Case Asset Management and Lars Nyberg, Chairman 
of the IBS Board. 

The Committee’s assignment is to prepare and present proposals 
for the election of the Chairman of the Annual General Meeting, 
the Board of Directors and the auditors to the 2007 Annual  
General Meeting. The Nomination Committee also proposes fees 
for the Board of Directors, Board committees and auditors, and 
submits proposals for the process pertaining to the new nomina-
tion process. The Nomination Committee held four meetings.

Prior to IBS’ 2007 Annual General Meeting, the Nomination 
Committee decided to propose to the Annual General Meeting 
the re-election of Board members Lars Nyberg and Johan  
Björklund and the election of Vinit Bodas, Jan Jacobsen, Gunnel 
Duveblad and Pallab Chatterjee. Furthermore, it was proposed 
that Lars Nyberg be re-elected as Chairman of the Board.

Brief descriptions of the newly proposed Board members:

Vinit Bodas, 41 years, is currently Chief Investment Officer at  
Deccan Value Advisors. Bodas was formerly partner at Brandes 
Investment Partners in San Diego, California, USA. His academic 
qualifications include Master and Bachelor degrees in Commerce 
from University of Pune, India and an MBA from the University of 
Texas. 

Jan Jacobsen, 56 years, currently works as an independent  
consultant and is a Board member at Case Investment AB, RAM 
ONE AB and Teknik Magasinet Holding Nordic AB. He also holds 
the position as the Chairman of the Swedish Basketball Federa-
tion. Previous professional experience includes more than 30 
years within H&M Hennes & Mauritz AB, in which he was the 
Chief Financial Officer during the period 1982-2001. Jacobsen’s 
academic qualifications includes a M.S. in Business, Economics & 
Law from the University of Gothenburg.

Gunnel Duveblad, 51 years, is currently a member of the Board of 
Nordea Bank AB (publ), Lekolar AB and W-Fun AB. Duveblad has 
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experience as President of EDS North Europe and 25 years  
experience from IBM, including several years in executive positions. 
Her academic qualifications include studies in Computer Science 
at the University in Umeå.

Dr. Pallab Chatterjee, 56 years, is currently Executive Vice President 
and Chief Delivery Officer at i2 Technologies. He has previously 
held several executive positions at Texas Instruments including 
Senior Vice President of Research and Development. His academic 
qualifications includes a Bachelor of Technology degree in electronics 
and communication engineering from the Indian Institute of 
Technology as well as master’s and PhD degrees in electrical  
engineering from the University of Illinois.

Shareholders representing approximately 52 percent of the voting 
rights in the Company have communicated their support of the  
proposals of the Nomination Committee.

Election of auditors
The 2004 Annual General Meeting elected the auditing firm 
KPMG Bohlins AB as the Company’s auditors for the period until 
the 2008 Annual General Meeting. The authorized accountant in 
charge is Anders Malmeby.

Board of Directors
IBS Board of Directors comprises seven members that were elected 
at the Annual General Meeting in May 2006. No deputy members 
were elected and the President is co-opted at Board meetings. 
Company employees have participated in Board meetings in a 
reporting or administrative capacity. During 2006, the Board held 
14 meetings, of which 12 were regular meetings in connection 
with press releases, interim reports, Annual General Meeting and 
budget approval. One of the Board meetings focused primarily on 
the company’s strategic and long-term development and one 
meeting was a statutory meeting in connection with the Annual 
General Meeting. Meetings complied with approved agendas, 
which were preceded by proposals and documentation of each 
item on the agenda that was submitted to the Board of Directors. 
The Company’s auditing firm, KPMG, presented its findings from 
the audit during the Board meeting in February 2006 and on 
March 23, 2007.

The Board’s independence
According to the criterion contained in the Swedish Code of  
Corporate Governance, Stig Nordfelt is not considered indepen-
dent in relation to the Company since he has been a Board member 
at IBS for more than 12 years. Furthermore, Johan Björklund is 
not considered independent in relation to the Company’s major 
shareholder due to his employment at Catella Investments, which 
owns shares corresponding to more than 15 percent of the votes 
in IBS AB. Other Board members are considered independent.

Committees
The Board has elected committees to address matters pertaining 
to remuneration, audit and internal control, and the continuous 

communication with the Company’s external auditors. The  
Remuneration Committee is charged with handling salary and 
pension issues for senior executives within the IBS Group. The 
Committee includes Sigrun Hjelmquist (Chairman), Lars Nyberg 
and Kai Hammerich. The Remuneration Committee held two 
meetings during the year.  

The Audit Committee’s assignment is to closely monitor accounting 
procedures in the Group, for example, pertaining to the valuation 
of essential asset items in the Group, and also to engage in an 
active dialogue with the Company’s accountants. The Committee 
members are Elisabet Annell, Lars V. Kylberg (Chairman) and Stig 
Nordfelt. Accountant Anders Malmeby from KPMG participates 
in meetings held by the Audit Committee. The Company’s Chief 
Financial Officer also participates in these meetings in a reporting 
capacity. The Audit Committee held five meetings during 2006.

Rules of procedure and instructions
At the statutory meeting of the Board of Directors on May 9, 
2006, the rules of procedure were established. The Board’s rules 
of procedure regulate the assignment of responsibilities between 
its members, the Chairman and President, obligations, meeting 
schedules and issues to be addressed by the Board. Furthermore, 
the Board has issued a written instruction for the President. The 
Board’s assignment of responsibilities is based on the general rules 
of procedure in accordance with the Swedish Companies Act.

Evaluation of the Board of Directors and President  
During 2006, the work of the Board of Directors and the President 
was evaluated in accordance with the Code instructions. An  
external consultant was commissioned to conduct the evaluation, 
which encompassed the work of the Board and the efforts of  
individual Board members during the year. 

IBS Group Management
IBS Group Management comprises Erik Heilborn (President and 
CEO), Peter Tauberman (Acting Chief Financial Officer) (Per-Arne 
Sendrén’s employment ended on March 21, 2007), Eva Bergenheim-
Holmberg (Legal and HR), John Womack (Communications and 
IR), Henrik Stache (Sales and Marketing), Kjell Nilson (Products 
and Development), Ole Fritze (Global Operations), and the Area 
Presidents of the Company’s five business areas: Esa Parjanen 
(Nordics), Mark Cockings (Central Europe), Luis Costa (South  
Europe and South America), Barry Christian (North and Central 
America) and Rajiv Parrab (Asia Pacific). 

Internal control

Introduction
In accordance with the Swedish Companies Act, the Board is  
responsible for the internal control of the Company, which is also 
stated and clarified in the Swedish Code of Corporate Governance 
(the Code). This report was prepared in accordance with the 
Code and the guidelines prepared by FAR (Swedish Institute of 
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Authorized Public Accountants) and the Confederation of  
Swedish Enterprise. The organization of the internal control is 
described below, particularly pertaining to the financial reporting 
within IBS. The report does not include evaluation of the internal 
control, in line with changes in the Code that were communicated 
through instructions from the Swedish Corporate Governance 
Board in September 2006. The report is not part of the formal 
annual report documentation and has not been audited by the 
Company’s auditors.

In short, the Code specifies that the Board shall ensure that the 
Company’s organization, through the involvement of Company 
Management and other employees, is designed to facilitate the 
appropriate monitoring of accounting, financial reporting, such 
as quarterly reports and annual reports, and other aspects of the 
Company’s financial situation.

Control environment
The basis for financial reporting is the control environment, which 
defines the foundation for internal control at IBS and includes the 
following: 

›› The Board’s work processes. The Board’s rules of procedure  
 define the division of duties between the Board, Committees,  
 Chairman and the President.

›› Organizational structure. Roles, responsibilities and processes  
 are clarified through organizational schedules and descriptions.

›› Control documents. Through internal policies, handbooks,  
 manuals and guidelines, instructions are given for the   
 reporting and accounting of financial data, description of  
 external accounting principles and other guidelines, such as  
 financial and investment policies. Policies pertaining to HR, IT,  
 communication and sales are also defined. 

›› Appropriate internal reporting. IBS’ internal financial reports  
 containing outcome, budget, forecast, analyses of essential  
 key figures, sales and market analyses and the status of   
 product development are provided on a regular basis to the  
 Board and senior executives.

›› Competent and reliable personnel. Measures to recruit, retain  
 and further develop employees with appropriate qualifications  
 must provide the potential for the operation’s favorable   
 development.

Risk assessment
During 2006, IBS commenced a review of the Company’s processes 
in order to identify the manner in which the risk of errors in the 
financial reporting is handled. In this connection, high-risk items 
are identified in the income statement and balance sheet. Risks 
can be due to the complexity of the process or occur where the 
effects of potential risks could be considerable, in cases where 
transaction values are significant. IBS’ Board has identified a  

number of processes where it is vital that risk management is 
described and developed further.

Control activities
Risk assessment results in a number of control activities aimed at 
handling the risks. For example, it is vital for IBS that approval, 
accuracy and completeness characterize the handling of contracts, 
invoices, revenue recognition, project follow-up, purchasing, pay-
ments, salaries and taxes and fees. There shall also be controls 
aimed at minimizing risks for the misappropriation of assets and 
of improper favors being granted at the expense of the Company. 
Subsidiaries must have appropriate processes for accounting,  
balance-sheet analysis and reporting. The process for the Group’s 
external financial reporting (quarterly reports and annual reports) 
must be subject to control.  

At the end of 2006, IBS’ control environment and control activities 
were not yet fully documented based on the Board’s ambitions. 
This work will be completed in 2007 and subsequently proceed 
to a maintenance phase.

Information and communication
IBS shall continuously inform employees of the status and out-
come pertaining to financial developments. Company Manage-
ment has compiled policies, guidelines and rules in electronic 
manuals on the Company’s intranet. The updating of accounting 
procedures and principles, reporting and demands for published 
information are made available and accessible to appropriate 
employees on a continuous basis. There is an information policy 
for external communication and contacts with analysts, for  
example. Internal communication occurs via the intranet, and IBS’ 
goal is for employees to understand the business operation and 
vision, and IBS’ CORE values. Business areas report their income 
and business situation on a monthly basis to Company Manage-
ment, in the form of structured reporting.

Follow-up
Management’s follow-up of the functionality of the control structure 
is implemented in part through reports from controller visits. As a 
feature of the follow-ups, self-assessment was introduced in 
2006 in the form of surveys conducted by subsidiaries. The Audit 
Committee receives continuous reports and assessments on the 
financial situation and continuously updates the Board in its entirety.

Evaluation – internal audit function
IBS uses controllers to monitor areas related to internal control 
pertaining to the financial reporting. The Board does not deem it 
necessary to establish a special internal audit function.



39

Board of Directors’ report

The Board of Directors and the President of IBS AB (556198-7289) 
hereby submit the Board of Directors’ report for the fiscal year 
2006. IBS AB is a public limited liability company.

Information about the business

The Group
IBS offers integrated IT solutions and professional services that 
help customers within selected market segments to improve  
profitability and increase customer service. IBS business systems 
are specially developed for efficient supply chain management, 
customer relationship management, purchasing coordination,  
logistics, demand-driven manufacturing, integration, financial 
control and business analysis. Efforts to further develop industry-
specific solutions for supply chain management continued during 
the year. Through its Parent Company, subsidiaries and business 
partners, IBS engages in the development, sale, installation,  
operation and maintenance of business systems. The Group also 
offers professional services and sales of computing equipment 
and network solutions. IBS has subsidiaries in a total of 22 countries. 
In addition, IBS cooperates with partners in an additional number 
of countries.

The Parent Company
The Parent Company, IBS AB (with registered office in Stockholm, 
Sweden) began its operations in 1978 and had 123 employees at 
December 31, 2006. The Parent Company manages and develops 
wholly or partly owned operating subsidiaries. Extensive develop-
ment of new applications and maintenance of the Group’s  
business system solutions is also conducted. Global marketing 
and sales support for international business are other important 
parts of operations. The Parent Company is financed primarily 
through management fees and royalties, as well as from dividends 
and Group contributions from subsidiaries. The number of share-
holders at December 31, 2006 was nearly 9 000. The share capital 
is represented by 3 150 000 Series A shares and 80 458 030  
Series B shares. The largest shareholders were Deccan Value  
Advisors, Catella Investments and Case Fonder.

The market
The investment climate for business systems and consulting services 
generally improved during 2006. The investments that were 
mainly prioritized were those that resulted in lower costs, improved 
customer service, integrated supply chains, improved financial 
control and management information. Demand for industry- 
specific business systems also increased during the year. Demand 
for IBS business systems and services continued to improve  
gradually in several markets during the year. It is primarily existing 
IBS customers that choose to upgrade or modify existing systems 
or to expand their installations to several companies. New customer 
sales are increasingly taking place in segments in which IBS is able 
to offer industry-specific business systems for such sectors as  
the pharmaceuticals, electronics, paper, food and automotive  
industries, as well as a number of local segments. Procurement 
periods remain long, however, and competition in general busi-
ness systems is substantial. Market trends vary significantly  
between IBS’ different geographic markets.

Significant events during the 2006 fiscal year
During 2006, IBS concluded a number of major software agree-
ments with new customers, such as Dairy Fruit, Victory Packaging, 
Runsven, SELGA (Rexel), Sonepar Nordics and SB Comercio, and 
thus further strengthened its market position in the international 
market segments on which it focuses. In addition, about a hundred 

software agreements were concluded at the local level with new 
and existing customers. The cooperation with the paper distributor 
PaperlinX, including installation of IBS Enterprise in 18 countries, 
was intensified during the year through the deployment of a pilot 
installation in Ireland. Following a favorable evaluation of the pilot 
installation, PaperlinX made decisions during 2006 regarding  
continued installations, beginning in Germany and the UK. 

April
Erik Heilborn became new President and Chief Executive Officer of 
IBS AB on April 1, 2006, succeeding Magnus Wastenson, who had 
been CEO since 2002. Erik joined IBS from a position as head of the 
Corporate segment within TeliaSonera Sweden. He had worked for 
TeliaSonera since 2001, when he was appointed President of Telia 
International Carrier. His previous experience included being President 
of Telenordia and various sales positions within Sprint International, 
BT Worldwide and Digital Equipment. Erik Heilborn has a degree in 
engineering from the Royal Institute of Technology in Stockholm.

June
In June, IBS divested four subsidiaries that were active in third-
party software (Infor). The divested subsidiaries had operations in 
Denmark, France and Sweden, as well as parts of the operations 
of the IBS subsidiary GTM Consultatores in Spain. In total, the 
divestment comprised operations with approximately 45 employees. 
IBS received a cash payment of about SEK 28 m (EUR 3 m) for the 
subsidiaries, which resulted in a modest capital gain for IBS. The 
transaction was part of the streamlining of IBS in order to  
concentrate the operations on software solutions for selected 
verticals requiring retailing and supply chain management.

July
In July, IBS launched a new organizational structure and control model 
in order to increase efficiency and strengthen the offering to inter-
national customers. The new organization more accurately reflects 
the customers’ organizations and also provides better potential for 
international coordination of development and other processes. 
The organization is divided into five geographical regions: Nordics, 
Central Europe, South Europe and South America, North and Central 
America and Asia Pacific. In parallel, two global functions – Products 
& Development and Global Operations – were established to  
optimize internal processes and facilitate the provision of improved 
customer service. The new organization and the control model 
have also sharpened the focus on selected market segments.

August
IBS’ management conducted a comprehensive analysis of what 
would be required to improve profitability and to achieve the target 
of an operating margin of 10 percent as of 2008. A number of 
development areas designed to increase revenues and sharpen 
IBS’ internal efficiency were identified, of which the single most 
important action was to reduce product development and  
programming costs. Using this analysis as a basis, the IBS Board 
decided at a Board meeting in August to implement an action 
program whose aims included a relocation of parts of product 
development and programming to mid- and low-cost countries. 
The action program resulted in a reserve for restructuring costs of 
SEK 120 m being charged against earnings for the third quarter. 
In 2006, SEK 29 m of this reserve was used for such actions as the 
discontinuation of offices (premature redemption) and personnel 
cutbacks (severance pay).

December
Rajiv Parrab became new Area President of IBS Asia Pacific, with 
responsibilities including IBS’ operations in Australia, Singapore, 
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Malaysia and China and the role of MD of IBS Australia. Rajiv Parrab, 
51 years, joined IBS from a position as Chief Executive Officer of 
NGX Melbourne, Australia. In the past 20 years, he has held  
positions in charge of companies and senior executive positions 
involving sales, business development and product development 
for such companies as Citrix, Apple, IBM and CPH. Parrab’s academic 
merits include a degree in engineering from the University of  
Waterloo in Canada.

Comments on the income statement
IBS’ result after financial items in 2006 amounted to SEK -6 m (654). 
The result for 2006 includes restructuring costs of SEK 120 m and 
a capital gain of SEK 1 m from the sale of subsidiaries. Earnings 
for 2005 included capital gains of SEK 571 m on sales of subsidiaries. 
Excluding the aforementioned items, consolidated earnings in 
2006 amounted to SEK 113 m, compared with SEK 83 m in 2005, 
making an improvement of SEK 30 m. The profit margin, excluding 
the aforementioned items, improved to 5.0 percent from 3.5 percent 
in 2005. Earnings improvements were achieved in such countries 
as France, Sweden and the US. The improvement in consolidated 
earnings resulted from such factors as higher capacity utilization 
in professional operations, but primarily from a much lower cost 
level.

Software licenses
Software license sales declined somewhat (-1%) compared with 
the preceding year and amounted to SEK 512 m (519). New sales 
amounted to SEK 243 m, while renewal sales amounted to SEK 
269 m. The decline in total license sales was primarily attributable 
to the divestment of subsidiaries, which occurred in June 2006. 
Another reason was a decrease in sales within IBS Automotive 
compared with 2005, while many subsidiaries, particularly those 
in Sweden and the US, showed an increase in license sales. IBS’ 
main product, IBS Enterprise, and international industry-specific 
solutions showed double-digit growth in 2006, while local and 
third-party software noted a decrease in their share of IBS’ total 
license revenues, due to the sale of non-core operations, such as 
IBS Public Service, subsidiaries focusing on the Mapics, Vertex and 
IBS Labsystem (the latter two were divested towards the end of 
2005) third-party software. The license margin declined 1 percentage 
point from 92 percent to 91 percent. 

License margin by quarter

 2006 2005 2004

Q1  91%  90%  88%

Q2  91%  94% 88%

Q3  92% 93%  86%

Q4  91%  92%  91%

Full year  91%  92%  88%  

Professional services
Professional services decreased 3 percent to SEK 1 218 m (1 253). 
The decline was due primarily to the divestment of subsidiaries 
and personnel cutbacks in such countries as France, and within 
IBS Automotive. At the same time, the professional service  
margin rose by two percentage points to 23 percent as a result of 
an increase in capacity utilization.

Professional service margin by quarter

 2006 2005 2004

Q1  25% 23% 23%

Q2  23% 22% 20%

Q3  18% 18% 19%

Q4  26% 22% 24%

Full year  23% 21% 22% 

Hardware and other revenue
Hardware and other revenue decreased by 9 percent to SEK 549 m 
(604). However, the gross margin rose to 20 percent (18). 

The hardware market was marked by lower demand during the 
second half of 2006, which had an adverse impact on IBS’ sales 
of hardware and other items.

Hardware and other margin by quarter

 2006 2005 2004

Q1         19%      17%     18%

Q2         20%      21%     22%

Q3         24%      17%     19%

Q4         18%      19%     18%

Full year         20%      18%     19%

Analysis of change in sales revenue
Sales decreased by 4 percent, compared with the preceding year. 
The change was due mainly to a combination of reduced hardware 
sales and personnel cutbacks, in line with the decision to implement 
a restructuring program to increase profitability. At the same 
time, the restructuring program resulted in more efficient utiliza-
tion of the resources remaining in the IBS Group. Divestments 
and acquisitions in 2005 and 2006 had a positive net impact of  
1 percent on sales.

During the year, the SEK appreciated relative to the IBS Group’s  
currency basket, which meant that the sales and cost increases were 
one percentage point lower in fixed currency.

Analysis of revenue growth

 06/05 05/04 04/03

Volume increase (average no. of empl.) -4% -5% -3%

Acquisitions/divestments  1% 0% 1%

Price and efficiency changes 0% 4% 1%

Internally generated growth -3% -1% -1%

Effect of exchange-rate fluctuations -1% 2% 0%

Effect of new IFRS principles none none none

Total growth  -4% 1% -1%

Operating cost excluding cost of goods and services sold
Operating costs during the year declined to SEK 745 m (787). The 
aforementioned costs did not include restructuring costs of  
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SEK 120 m (0) or capital gains of SEK 1 m (571) from sales of 
subsidiaries. Work to identify cost-efficient processes generated 
results. The divestment of companies during the year also affected 
operating costs. As a percentage of sales, operating costs were 
unchanged at 33 percent in 2006.

Operating costs as a percentage of sales  

 2006 2005 2004

Product development costs 11% 10% 9%

Sales and marketing costs 10% 11% 11%

Administrative costs 12% 12% 12%

Total 33% 33% 33%

Parent Company
Total revenue in the Parent Company amounted to SEK 151 m 
(170), and earnings after financial items totaled SEK 27 m (658). 
These earnings included Group contributions of SEK 5 m (8)  
reported as dividends from subsidiaries, write-down of shares in 
subsidiaries of SEK -30 m (-63) and capital gains from the sale of 
subsidiaries amounting to SEK 7 m (612).

Comments on the balance sheet

Capitalized product development costs
Capitalized product development costs relate to software for the 
IBS Group’s future product launches. During the year, SEK 371 m 
(339) was invested in product development, of which SEK 132 m 
(96) was capitalized. 

In late 2005, the IBS Enterprise 6.0 business system was newly 
released. In 2006, work proceeded on expanding the functionality 
of the 6.0 release, which resulted in the releases of 6.20, 6.50 
and 6.90. IBS also worked on a new Java interface. The develop-
ment project involving a multiplatform version also proceeded 
during 2006. A test version of the Java-based business system will 
be installed, tested and evaluated in 2007. 

Continued development of the Paper, Pharma, Rental, Publishing 
and Automotive vertical products also continued during the year. 
The aforementioned projects led to an increase in hours incurred 
in product development. Capitalized product development costs 
totaled SEK 280 m (204). 

Goodwill and other intangible assets
Goodwill items amounted to SEK 423 m (436). The decrease was 
mainly attributable to translation differences pertaining to good-
will reported in foreign currency. Other intangible assets of  
SEK 31 m (43) were identified as customer relations and trade-
marks. Each intangible asset item is adjudged separately, as also 
shown in Note 11. 

The Group’s goodwill items have been analyzed individually.  
Impairment testing is based on a calculation of value in use. This 
value is based on estimated future cash flows, with figures for the 
first five years taken from the business plan established by Group 
management. The number of forecast periods is extended to  
infinity, with annual growth of 1 percent assumed for cash flows 
further in the future than five years. In calculating the present 
value of these flows, a risk factor was used that is based on the 
general risk premium of the market, the market’s general view of 
the IBS share measured as a beta value and return requirements 
for borrowed capital. These factors are placed in relation to the 
IBS Group’s capital structure. The forecast cash flows were calculated 
at present value using a discount rate of 11.6 percent before tax. 

The test indicated that there was no need to recognize any  
impairment loss and that the recoverable value exceeds the value 
in use by a broad margin. Company management is of the opinion 
that no reasonable changes in the forecasts for the important 
assumptions would change the assessment.

Deferred tax assets
The IBS Group’s taxable earnings are expected to improve further 
during the coming years, and actions have been taken to gradually 
even out surpluses and deficits. Most of the Group’s loss carry-
forwards have long or infinite durations. During the year, it was 
possible to utilize old loss carry-forwards in several countries. In view 
of the circumstances described here, IBS has capitalized the value 
for tax purposes of the Group’s loss carryforwards. The Group’s 
loss carry-forward amounted to SEK 479 m (475), all of which 
constituted the basis for capitalization of deferred tax assets. The 
value for tax purposes of capitalized loss carryforwards amounted 
to SEK 141 m (142). In total, the deferred tax assets amounted to 
SEK 146 m (135). This balance sheet item is specified in Note 23.

Current assets 
Accounts receivable amounted to SEK 635 m (649). The volume of 
accounts receivable is linked to sales, which declined compared with 
the preceding year. Other receivables increased to SEK 191 m (158), 
due to a higher proportion of prepaid costs and to an increase in 
the number of projects in progress that had not yet been invoiced.

Inventories totaling SEK 9 m (7) consisted of hardware purchased 
on behalf of customers plus external software products for custo-
mers, which will be delivered and invoiced in early January.

Cash and cash equivalents decreased compared with the preceding 
year to SEK 405 m (676), due mainly to the dividend of SEK 167 m 
paid to shareholders in May 2006. Company shares were  
repurchased in an amount of SEK 45 m, which had a negative 
impact on cash assets, at the same time as the exercise of warrants 
increased cash assets by SEK 31 m. Product development activities 
had an adverse impact on cash flow.

Current liabilities
Accounts payable decreased to SEK 149 m (166) as a result of the 
reduced cost level in 2006 in relation to 2005. This also affected 
other current liabilities. 

Liabilities to credit institutions 
Total liabilities to credit institutions increased to SEK 470 m (459), 
due to increased acquisition credits.

Provisions
This item consists mainly of restructuring provisions of SEK 91 m (-). 
SEK 1 m is reported as a guarantee provision and SEK 9 m as a provi-
sion for pensions. Provisions are specified in Note 24 on page 65.  
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Equity decreased by 19 percent to SEK 953 m (1 173), due mainly 
to dividend payments of SEK 167 m. The equity/assets ratio  
decreased to 42 percent (48). Cash and cash equivalents amounted 
to SEK 405 m (676) at year-end, excluding unutilized credit facilities 
totaling SEK 23 m (49). Liquidity decreased to 110 percent (136) 
compared with the preceding year. Interest-bearing liabilities 
amounted to SEK 440 m (459) at year-end. Interest-bearing liabilities 
at year-end amounted to SEK 470 m (459), of which liabilities to 
leasing companies accounted for SEK 27 m (29). In summary, it 
can be concluded that the IBS Group’s financial position is 
strong.

Comments on the cash flow statement
Cash flow from operating activities, before changes in working 
capital, improved by SEK 18 m to SEK 158 m. Changes in  
working capital for the year affected cash flow by SEK -106 m (-59). 
Excluding divested companies, accounts receivable in the Group 
increased compared with 2005. This was because a higher  
proportion of customer invoices were sent at the end of 2006, 
when many major hardware and license transactions were invoiced. 
Cash flow from investing activities for the year amounted to  
SEK -142 m (330). The positive cash flow in 2005 was attributable 
to sales of subsidiaries that generated positive cash flow of  
SEK 650 m. The increase in investments in product development 
during the year had a negative impact on cash flow compared 
with the preceding year. Investments affected cash flow by  
SEK -134 m (97). Cash flow from financing activities amounted to 
SEK -166 m (105). The decrease was due largely to the dividend 
paid to shareholders.

Information on risks and uncertainty factors
The single largest revenue item within the IBS Group derives from 
professional services and accounts for 53 percent of net sales. With 
a large consulting organization and thus high personnel costs, the 
company is exposed to the risk of lower sales if the market  
declines. Accordingly, the analysis below focuses on revenue flows. 
Each component in the analysis was calculated separately based on 
the assumption that other parameters were unchanged.

Sensitivity analysis

  Effect on operating earnings
Parameter Change SEK m

No. of working days per year +/- 1 day +/- 6
Personnel costs +/- 1% -/+ 13
Professional services, hourly rate +/- 1% +/- 11
Utilization +/- 1% +/- 16
SEK/EUR +/- 1% +/- 1

IBS’ business operations are primarily conducted by subsidiaries 
that apply standardized Group-wide contract terms. These terms 
are weighted to achieve a reasonable balance of responsibilities 
between IBS and the customers. The technical business risk in 
customer projects is limited significantly by the fact that the  
Group uses proven technology. In addition, the Group is insured 
for a portion of the subsidiary risk in conjunction with commercial 
commitments when installing business systems. Provisions for 
miscalculated projects and bad debt write-offs are made after 
individual risk assessment. Since hardware purchases in connec-
tion with customer projects are only made against firm customer 
orders, IBS normally incurs no price or obsolescence risk. Customer 
credit is normally only granted after credit rating. Like other 
change processes, the action program is associated with both 
opportunities and risks. Also refer to the section “restructuring 

reserves associated with action program” on page 43. Details  
relating to IBS’ financial risks can be found in Note 21.

Significant estimates and assessments
When preparing the annual statements and the consolidated  
financial reports, the Board of Directors and the President make 
various accounting-related assessments and estimates pertaining 
to accounting principles and their application. Assumptions and 
assessments are usually based on historical experience as well as 
expectations concerning future events regarded as reasonable 
under current circumstances. If other assumptions and assess-
ments were made, the results could differ and, naturally, the  
actual outcome could vary from the estimated outcome. 

The estimates and assessments are reviewed regularly. Changes in 
estimates are reported during the period when the change is made, 
assuming that the change only affects that period, or in the period 
when the change is made and in future periods if the change affects 
both the current and future periods. 

IBS has concluded that the estimates and assessments – in cases 
where changes in them could result in significant adjustments of 
the carrying amounts for assets and liabilities and for earnings  
– are those that are reported and discussed below.

Goodwill
The Group’s goodwill is impairment tested every year. This is done 
by establishing the recoverable value of the cash-generating units 
on which the goodwill is allocated by calculating the value in use. 
When calculating the value in use, future cash flows are discounted; 
in addition, assumptions are made about future conditions.  
A more detailed account is presented in Note 11, where the  
carrying amount of goodwill SEK 423 m, is presented. The current-
year impairment test of goodwill did not show an impairment 
need, since the calculated recoverable value exceeded the total 
carrying amount at the close of 2006. According to the Board of 
Directors and the President, no reasonable changes in the fore-
casts concerning the principal assumptions would give rise to an 
impairment requirement. If the conditions upon which these  
assumptions and estimates were based should change significantly 
above and beyond what was considered reasonable when preparing 
the accounts for 2006, this could have a significant effect on the 
value of goodwill. 

Taxes
When preparing the financial reports, an assessment is made of 
the income tax for each tax jurisdiction in which the Group is 
active, as well as of deferred tax liabilities and deferred tax assets 
attributable to temporary differences and loss carry-forwards. On 
December 31, 2006, the Group reported deferred tax assets of 
SEK 146 m and deferred tax liabilities of SEK 11 m; see Note 23 
for a more detailed description. Deferred tax assets attributable 
to loss carry-forwards are included in an amount of SEK 141 m. 
Deferred tax assets are recognized if the tax assets may be expected 
to be used to offset future taxable profits. In 2006, a not insigni-
ficant portion of previously capitalized deferred tax assets in loss 
carry-forwards was utilized. However, simultaneously during the 
year, mainly due to the year’s restructuring measures, loss carry-
forwards and deductible temporary differences resulted in new 
deferred tax assets. In the years ahead, taxable earnings in the IBS 
Group are expected to rise and actions will be taken to gradually 
equalize tax surpluses and deficits. Most of the Group’s tax loss 
carry-forwards have a long or perpetual life. IBS’ assessment is 
that deferred tax assets will probably be used to offset future 
taxable profits. However, changes in the assumptions regarding 
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forecast future taxable revenues could result in material differences 
in the valuation of deferred tax assets.

Capitalized costs for development work
The carrying amount for capitalized expenditure for product  
development amounts to SEK 280 m. Following an impairment 
test performed as of the end of 2006, the conclusion was that 
there was no impairment requirement, based on assumptions  
regarding expected future cash flows related to capitalized  
product development. Software under development is subject to 
technological and market-related uncertainty, not least in terms 
of as yet unlaunched new functionality. According to manage-
ment, these risks, to the extent considered reasonable, are being 
managed appropriately in terms of the valuation of capitalized 
development work and from an operational perspective.

Restructuring reserve pertaining to action program
The provision posted as a result of the action program approved 
in August 2006 in order to reduce product development and  
programming costs by relocating portions of such operations to 
mid- and low-cost countries entailed estimates regarding the  
timing and cost of the planned future activities. The most signifi-
cant estimates pertain to personnel-related costs, such as costs 
for severance pay and other obligations resulting from lay-offs. 
Since such estimates are based, among other factors, on current 
assessments made in negotiations and similar discussions, the  
actual outcome could deviate from the previously made estimates. 
IBS has established procedures for controlling and following up 
the action program with the aim of achieving the desired result. 
In this connection, documentation was received for assessments 
of how the restructuring reserve should be handled in terms of 
the needs that result from a financial reporting perspective.

Personnel and non-financial profit indicators
The number of employees during 2006 was 1 851 (1 911), which 
was a reduction of 60. The number of professional employees was 
1 057 (1 101). The average number of employees during 2006 was 
1 873 (1 874), a reduction of one. Details on the number of 
employees in and outside Sweden, along with salaries, social costs 
and pensions, are presented in Note 2. IBS is a knowledge  
company whose success is highly dependent on the employees’ 
competencies. Annual career-development talks ensure continuous 
skills development and enable an evaluation of work performance 
during the year. A system for a global mapping of competencies 
was implemented during the year, which means that IBS now has 
a sophisticated tool for the staffing of customer projects. An  
annual employee survey is conducted to assess job satisfaction and 
commitment. The employees’ views on management, cooperation 
and competencies are also measured in the survey, on the basis of 
which local action plans are formulated. A project for identifying 
and highlighting IBS’ CORE values – Customer focus, Openness, 
Respect and Excellence – was conducted during the year. Sub-
sequently, each IBS unit, based on Group-wide material, was  
assigned responsibility for the local implementation process. For 
further HR information, refer to page 16. 

Prospects for 2007
Market conditions for 2007 appear generally positive in most of 
IBS’ international markets for software and professional services. 
However, IBS’ hardware business is expected to be adversely  
affected by declining prices and thus lower volumes. The company’s 
strategic orientation, including a streamlining of operations 
during recent years, combined with the focus on industry-specific 
solutions, has resulted in IBS’ international software achieving a 

double-digit increase in its share of total revenues, while local and 
third-party products have shrunk. Example of verticals in which 
IBS anticipates sales growth and increased market share in the 
years ahead include pharmaceuticals, paper, electronics, publishing 
and a number of other niches at a local level. As a result of the 
action program, IBS anticipates an operating margin of about  
7 percent for full-year 2007.

Share buybacks, share data
The Annual General Meeting on May 9, 2006 resolved to authorize 
the Board on one or more occasions, during the period until the next 
Annual General Meeting, to decide on the acquisition of the 
company’s own shares. The authorization is subject to the restriction 
that the company’s holding of treasury shares may not at any given 
time exceed 10 percent of all shares in the company. In view of IBS’ 
strong financial position, the Board decided to authorize executive 
management to initiate on appropriate occasions the repurchase of 
shares in a maximum of SEK 50 m during the period up to December 
31, 2006. Such acquisitions were conducted on the Stockholm Stock 
Exchange at a price within the registered share price interval on each 
occasion. By December 31, 2006, IBS had repurchased 2 076 300 
shares at an average price of SEK 21.41 per share. Of these shares,  
45 000 had been registered in the name of IBS AB by early 2007. For 
information on the number of shares, etc., reference is made to Note 
22. The shares were repurchased for a total amount of SEK 44.5 m. 
The combined par value of these treasury shares is SEK 415 620 and 
they represent 2.5 percent of the share capital. The objective of the 
share repurchases is to adjust the capital structure and thus to create 
added value for the company’s shareholders. According to a resolu-
tion passed at the Annual General Meeting in 2006, the acquired 
shares may also be used as payment for, or the financing of, company 
acquisitions.

Events after the close of the fiscal year
In February, the IBS Board decided to extend the executive 
management’s authorization to repurchase shares for a total of 
SEK 50 m up to the 2007 Annual General Meeting. During the 
month of February, IBS repurchased shares with a value of  
SEK 5.5 m, which means that the authorization had been fully 
utilized.

Per-Arne Sendrén left his position as Executive Vice President and 
Chief Financial Officer on March 21, 2007. Per-Arne Sendrén had 
worked for IBS during 1985-1988 and since 1998, and in the 
capacity as Chief Financial Officer since 2002. Recruitment of a 
replacement has been initiated and will be completed during the 
months ahead. Peter Tauberman, Financial Director IBS Nordics, 
has been appointed acting Chief Financial Officer.

Proposed distribution of earnings
The following amounts are at the disposal of the Annual General 
Meeting:

Premium reserve SEK 29 839 700, translation reserve SEK -427 000, 
retained earnings SEK 442 476 108 and net profit for the year 
SEK 41 383 531, making a total of SEK 513 272 339. The Board 
of Directors proposes that no dividend be paid for the 2006 fiscal 
year and that the amount be distributed as follows: premium  
reserve SEK 29 839 700, translation reserve -427 000 and retained 
earnings SEK 483 859 639. 
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General
The consolidated accounts were prepared in accordance with the 
International Financial Reporting Standards (IFRS) issued by the 
International Accounting Standards Board (IASB) plus the state-
ments on interpretation issued by the International Financial  
Reporting Interpretations Committee (IFRIC) as adopted by the EU. 
In addition, Recommendation RR 30 Supplementary Reporting 
Rules for Corporate Groups issued by the Swedish Financial  
Accounting Standards Council was applied.

The Parent Company applied the same accounting principles as 
the Group except in the cases described below in the section Parent 
Company accounting principles. The differences between the 
principles applied for the Parent Company and the Group are due 
to limitations in the ability to apply IFRS in the Parent Company 
resulting from the Swedish Annual Accounts Act and the Act on 
Safeguarding of Pension Commitments, as well as tax issues in 
certain cases.

Prerequisites for preparing the Parent Company  
and consolidated financial reports
The Parent Company’s functional currency is SEK, which is also 
the reporting currency for the Parent Company and the Group. 
This means that the financial reports are presented in SEK. Unless 
otherwise specified, all amounts are rounded to the nearest million 
with one decimal. Assets and liabilities are reported at historical 
acquisition values, except for financial assets and liabilities that 
are valued at fair value. Financial assets and liabilities valued at 
fair value consist of derivative instruments classified as financial 
assets that are measured at fair value via the income statement. 
The accounting principles below for the Group have been applied 
consistently for all periods presented in the consolidated financial 
statements, unless specified below. The Group’s accounting  
principles have been applied consistently on the reporting and 
consolidation of the Parent Company, subsidiaries and associated 
companies.

Significant estimates and assessments
When preparing the annual statements and the consolidated  
financial reports, the Board of Directors and the President make 
various accounting-related assessments and estimates pertaining 
to accounting principles and their application. Assumptions and 
assessments are usually based on historical experience as well as 
expectations concerning future events regarded as reasonable 
under current circumstances. If other assumptions and assess-
ments were made, the results could differ and, naturally, the actual 
outcome could vary from the estimated outcome. 

The estimates and assessments are reviewed regularly. Changes 
in estimates are reported during the period when the change is 
made, assuming that the change only affects that period, or in 
the period when the change is made and in future periods if the 
change affects both the current and future periods.

IBS has concluded that the estimates and assessments – in cases 
where changes in them could result in significant adjustments of 
the carrying amounts for assets and liabilities and for earnings  
– are those that are reported and discussed below.

Goodwill
The Group’s goodwill is impairment tested every year. This is done 
by establishing the recoverable value of the cash-generating units 
on which the goodwill is allocated by calculating the value in use. 
When calculating the value in use, future cash flows are discounted; 
in addition, assumptions are made about future conditions.  

A more detailed account is presented in Note 11, where the carrying 
amount of goodwill SEK 423m, is presented. The current-year 
impairment test of goodwill did not show an impairment need, 
since the calculated recoverable value exceeded the total carrying 
amount at the close of 2006. According to the Board of Directors 
and the President, no reasonable changes in the forecasts concerning 
the principal assumptions would give rise to an impairment require-
ment. If the conditions upon which these assumptions and estimates 
were based should change significantly above and beyond what 
was considered reasonable when preparing the accounts for 
2006, this could have a significant effect on the value of goodwill.

Taxes
When preparing the financial reports, an assessment is made of 
the income tax for each tax jurisdiction in which the Group is 
active, as well as of deferred tax liabilities and deferred tax assets 
attributable to temporary differences and loss carryforwards. On 
December 31, 2006, the Group reported deferred tax assets of 
SEK 146m and deferred tax liabilities of SEK 11m; see Note 23 for 
a more detailed description. Deferred tax assets attributable to loss 
carryforwards are included in an amount of SEK 141m. Deferred 
tax assets are recognized if the tax assets may be expected to be 
used to offset future taxable profits. In 2006, a not insignificant 
portion of previously capitalized deferred tax assets in loss carry-
forwards was utilized. However, simultaneously during the year, 
mainly due to the year’s restructuring measures, loss carryforwards 
and deductible temporary differences resulted in new deferred 
tax assets. In the years ahead, taxable earnings in the IBS Group 
are expected to rise and actions will be taken to gradually equalize 
tax surpluses and deficits. Most of the Group’s tax loss carry-
forwards have a long or perpetual life. IBS’ assessment is that 
deferred tax assets will probably be used to offset future taxable 
profits. However, changes in the assumptions regarding forecast 
future taxable revenues could result in material differences in the 
valuation of deferred tax assets.

Capitalized costs for development work
The carrying amount for capitalized expenditure for product  
development amounts to SEK 280m. Following an impairment 
test performed as of the end of 2006, the conclusion was that 
there was no impairment requirement, based on assumptions  
regarding expected future cash flows related to capitalized product 
development. Software under development is subject to techno-
logical and market-related uncertainty, not least in terms of as yet 
un-launched new functionality. According to management, these 
risks, to the extent considered reasonable, are being managed 
appropriately in terms of the valuation of capitalized develop-
ment work and from an operational perspective.

Restructuring reserve pertaining to action programm
The provision posted as a result of the action program approved 
in August 2006 in order to reduce product development and  
programming costs by relocating portions of such operations to 
mid- and low-cost countries entailed estimates regarding the timing 
and cost of the planned future activities. The most significant 
estimates pertain to personnel-related costs, such as costs for  
severance pay and other obligations resulting from lay-offs. Since 
such estimates are based, among other factors, on current  
assessments made in negotiations and similar discussions, the  
actual outcome could deviate from the previously made estimates. 
IBS has established procedures for controlling and following up 
the action program with the aim of achieving the desired result. 
In this connection, documentation was received for assessments 

Accounting principles
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of how the restructuring reserve should be handled in terms of 
the needs that result from a financial reporting perspective.

Changed accounting principles
The new and revised standards and statements adopted by the 
IASB and approved by the EU that became effective on January 1, 
2006 did not affect the company’s financial reports.

New IFRS rules and interpretations to be  
applied under coming periods
The Group has decided not to prematurely apply any new  
standards or interpretative statements when preparing these  
financial reports. A number of new standards, revised standards 
interpretative statements do not become effective until the 2007 
fiscal year, of which only IFRS 7 “Financial instruments: Disclosures” 
and associated revisions of IAS 1 “Presentation of Financial State-
ments” are expected to affect the consolidated financial state-
ments. The new regulations require expanded disclosures concerning 
capital and concerning financial instruments and financial risks.

Consolidated accounts
The consolidated accounts comprise the Parent Company IBS AB, 
and all subsidiaries and associated companies in Sweden and  
elsewhere. The company’s shares are traded on the Stockholm 
Stock Exchange’s mid-cap list. IBS AB conducts its operations in 
the association form of a limited liability company with registered 
offices in Stockholm, Sweden. The address of IBS head office is 
Hemvärnsgatan 8, SE-171 26 Solna, Sweden. The corporate ID 
number of IBS AB is 556198-7289.

The term subsidiaries refers to companies in which the Parent 
Company, directly or indirectly, holds more than 50 percent of the 
voting rights, or by any other means exerts a controlling influence. 
When assessing whether a controlling influence exists, potential 
shares carrying voting rights are taken into account if they can be 
exercised or converted without delay. If companies are added 
during the year, they are included in the consolidated accounts as 
of the acquisition date. Companies divested during the year are 
included up until the date of divestment.

The consolidated accounts have been prepared in accordance 
with the purchase method. This means that the acquisition of a 
subsidiary is considered as a transaction through which the Group 
indirectly acquires the subsidiary’s assets and assumes its debts 
and contingent liabilities. The consolidated acquisition value is 
determined through an acquisition analysis on the date of acquisi-
tion. This analysis determines the acquisition value of the shares 
or the operations, as well as the fair value on the acquisition date 
of the identifiable acquired assets and assumed debts and contingent 
liabilities. The acquisition value of the shares in the subsidiary or 
the operations comprise the fair value on the date of transfer of 
assets, assumed or arising debts and issued equity instruments 
transferred as payment in exchange for the acquired net assets 
plus transaction costs that are directly attributable to the acquisi-
tion. In cases where the acquisition cost for the acquired opera-
tions exceeds the net value of the acquired assets and assumed 
debts and contingent liabilities, the difference is reported as 
goodwill. If the difference it negative, it is reported directly in the 
income statement.

Associated companies are companies in which the Group has a 
significant, but not a controlling influence over the company’s 
operational and financial management, usually corresponding to 
a shareholding between 20 and 50 percent of the voting rights. 
As of the date on which the significant influence arises and up 

until it ceases, shares in associated companies are reported in the 
consolidated accounts according to the equity method. The equity 
method means that the value of shares in associated companies 
reported in the consolidated accounts corresponds to the Group’s 
share of the associated company’s equity plus consolidated good-
will and other residual values from consolidated surplus and deficit 
values.

Inter-company receivables and liabilities, revenues and costs, and 
unrealized gains and losses arising from transactions between 
Group companies are eliminated in their entirety in the consolidated 
accounts.

Segment reporting
A segment is a Group unit identifiable for accounting purposes 
that is subject to risks and opportunities that differ from other 
segments. The primary basis for segmentation is geographic area. 
This segmentation is based on how IBS is organized and how its 
business operations are followed up. Lines of business is the  
secondary basis for division.

In July 2006, IBS introduced a new organizational structure based 
on a division into five new geographical regions: Nordics, which 
comprises Sweden, Norway, Denmark and Finland. Central Europe, 
which comprises Belgium, the Netherlands, Germany, Switzer-
land, Poland and the United Kingdom. Southern Europe and 
South America, which comprises Spain, Portugal, Italy, France, 
Brazil and Colombia. North and Central America, which comprises 
the United States and Mexico. Asia-Pacific, which comprises  
Australia, Singapore, Malaysia and China.

The new basis for dividing operations is included in the segment 
analysis in Note 1 and the way operations are divided has changed 
compared with the preceding year. In this annual report, the segment 
analysis has been restated for the first time in accordance with 
this new division, while the quarterly reports follow the former 
division of countries into segments.

The former division into segments comprised the following geo-
graphical areas: Sweden, which included all Swedish subsidiary. 
Rest of the Nordic region, which pertained to Denmark, Norway 
and Finland. Rest of Europe, which pertained to the UK, the 
Netherlands, Belgium, France, Spain, Portugal, Italy, Switzerland, 
Poland and Germany. Rest of the world, which pertained to the 
US, Mexico, Colombia, Brazil, Australia, Singapore, Malaysia and 
China.

Classification
Fixed assets and long-term liabilities consist in all essential  
respects of amounts that are expected to be recovered or paid 
more than 12 months from the closing date. Current assets and 
liabilities consist in all essential respects of amounts that are  
expected to be recovered or paid less than three months from the 
closing date.

Foreign currency
Transactions in foreign currency 
Transactions in foreign currency are translated to the functional 
currency at the exchange rate applying on the transaction date. 
The functional currency is the currency in the primary economic 
environments in which the Group conducts its business. Monetary 
assets and liabilities in foreign currency are translated to the func-
tional currency at the exchange-rate applying on the closing date. 
Exchange-rate differences arising through translation are reported 
in the income statement. Exchange-rate differences relating to 
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operational assets and liabilities are recognized in operating  
earnings, whereas translation difference relating to financial  
assets and liabilities are recognized in net financial items. Non-
monetary assets and liabilities that are reported at fair value are 
translated to the functional currency at the rate applying on the 
date of valuation at fair value.

Financial reporting of foreign subsidiaries 
Assets and liabilities in foreign subsidiaries, including goodwill 
and other consolidated surplus and deficit values, are translated 
from the foreign subsidiary’s functional currency to the Group’s 
reporting currency SEK at the exchange rate applying on the closing 
date. Revenues and costs in foreign operations are translated to 
SEK at an average rate that approximates the rates applying at 
each transaction date. Translation differences arising in the trans-
lation of foreign operations are recognized directly in share-
holders’ equity as a translation reserve.

Net investments in foreign operations 
Translation differences arising in conjunction with translation of a 
net foreign investment and the associated effects of hedging of 
net investments are recognized directly in the translation reserve 
included in shareholders’ equity. When foreign operations are  
divested, the accumulated translation difference attributable to 
the operation is recognized in the consolidated income statement 
after deduction for any currency hedging. Accumulated translation 
differences are presented as a separate equity item and include 
translation differences accumulated since January 1, 2004.  
Accumulated translation differences prior to January 1, 2004 are 
distributed among other equity items and not reported separately.

Intangible assets
Intangible assets are capitalized product development costs, 
goodwill and acquired software, as well as other intangible fixed 
assets that consist of the fair value of customer relations, brands 
and similar items acquired in conjunction with company acquisi-
tions. Acquired customer relations and computer software are 
reported at acquisition value less amortization and impairment 
losses. Acquired brands normally have an indefinite useful life 
and are reported at acquisition value less impairment losses.

IBS develops and sells its proprietary standard software. Product 
development costs are capitalized in the balance sheet if the  
product is technically and commercially usable and the required 
resources are available to complete its development and there-
after use and sell it. Costs for system development are only  
capitalized subject to the condition that the expense is expected 
to result in an identifiable economic benefit in the future. The 
reported value includes direct costs for salaries and indirect costs 
that can be attributed to the project in a reasonable and con-
sistent manner. Other development expenses are reported in the 
income statement as costs as they are incurred. Costs for research 
intended to acquire new scientific or technical knowledge are  
expensed as they occur.

Goodwill represents the difference between the acquisition value 
of an acquired business operation and the fair value of the  
acquired assets, assumed debts and contingent liabilities. 

In the transition to IFRS, goodwill attributable to acquisitions that 
took place prior to January 1, 2004 is reported at acquisition  
value reduced by accumulated amortization and write-downs up 
until December 31, 2003. As of January 1, 2004 and onward, the 
reported value consists of the consolidated acquisition value after 
impairment testing.

Goodwill is valued at acquisition value less any accumulated  
impairment losses. Goodwill is distributed among cash-generating 
units and tested each year for possible impairment losses. (See 
the section Impairment losses below.)

Tangible fixed assets
Tangible assets are reported at acquisition cost after deduction of 
accumulated depreciation according to plan and possible impair-
ment losses. The acquisition value includes the purchase price, 
including costs directly attributable to putting the asset in place in 
a state suitable for its intended use. This balance sheet item includes 
PCs, servers, network equipment, office inventory, investments in 
rented premises and financial leasing agreements.

Leasing
In the consolidated accounts, leasing contracts are classified 
either as financial or operational leasing. Financial leasing applies 
when the economic risks and benefits associated with ownership 
in all significant respects have been transferred to the lessee. If 
this is not the case, leasing is considered operational. Financial 
leasing contracts are reported as a fixed asset initially valued at 
the lower of the leased item’s fair value and the present value of 
the minimum leasing fee at the date of contract. The present 
value of remaining future lease payments are reported as a  
liability among interest-bearing current and long-term liabilities. 
The asset is depreciated over its useful life, which normally  
corresponds to the leasing period, with consideration taken to 
possible residual value at the end of the period. Leasing payments 
are distributed between interest and amortization of the liability. 
For operational leasing, leasing fees are distributed straight line 
over the leasing period.

Depreciation principles for fixed assets
Tangible fixed assets and intangible assets that may be amortized 
are depreciated from the date on which they become available 
for use. Depreciation and amortization is straight line over the 
estimated useful life. The following percentages are applied in 
depreciation and amortization of tangible and intangible fixed 
assets:

Intangible assets
Capitalized product
development costs 20%
System applications and
development tools  25%
Acquired software rights 10%
Other intangible assets  20%
Tangible assets
PCs  33%
Computers/Servers 25%
Other equipment 17-20%

Financial assets and liabilities
A financial asset or liability is reported in the balance sheet when 
the Company becomes a party to the instrument’s terms. Liabilities 
are recognized when the counterparty has delivered and a  
contractual payment obligation exists, even if an invoice has not 
yet been received. A financial asset (or portion thereof) is eliminated 
from the balance sheet when the rights according to the contract 
have been realized, expired or the Company transfers in all  
essential respects the risks and benefits associated with owner-
ship. A financial liability (or portion thereof) is eliminated from the 
balance sheet when the contractual obligation is fulfilled or  
otherwise expires.
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Acquisition and divestment of financial assets is recognized on 
the transaction date, which is the date on which the company 
pledges to acquire or divest the assets. A financial instrument  
is offset and reported in a net amount in the balance sheet  
only when there is a legal right to offset the amount and there  
is an intention to settle the item with a net amount or to  
simultaneously realize the asset, thus settling the debt.

Financial instruments are initially reported at an acquisition value 
corresponding to the asset’s fair value plus transaction costs for 
all financial assets except those belonging to the category financial 
assets reported at fair value via the income statement, which are 
reported at fair value excluding transaction costs. On the first  
reporting date, financial assets are reported based on the inten-
tion in acquiring the asset, which affects subsequent reporting.

Fair value of listed financial assets corresponds to the asset’s listed 
market price on the closing date.

Fair value of unlisted financial assets is determined by using  
valuation methods, such as deriving the price from recently com-
pleted transactions, the price of similar instruments and discounted 
cash flows.

Accounts receivable and other current and long-term receivables
Receivables that are not derivatives with payments that can be 
determined and which are not listed on an active market are  
reported at accrued acquisition value. Accrued acquisition value 
is calculated on the basis of the initial effective interest on the 
receivable. Accounts receivable and other current receivables that 
normally have a remaining period of less than 12 months are  
reported at nominal value. Receivables are assessed individually 
with regard to anticipated risk of loss and are reported in the 
amounts that are expected to be received. Write-downs of  
operating-related receivables are reported under operating costs, 
while others are included in net financial items.

Financial investments
This category consists of two sub-groups, financial assets held for 
sale and other financial assets that the Company initially elected 
to place in this category. A financial asset is classed as held for 
sale if it was acquired with the intention of selling it over the 
short term. Financial investments also include derivative instru-
ments, such as stock options that are held with the objective of 
achieving an increase in value. Financial investments are valued 
continuously at fair value with changes in value reported in the 
income statement among net financial items.

Derivative instruments
Derivative instruments are primarily currency hedging contracts 
to cover currency fluctuation risks. Changes in value of derivative 
instruments are reported as revenues or costs under operating 
earnings or under net financial items, depending on the objective 
in using the derivative instrument and whether use relates to an 
operating or a financial item. 

Hedge accounting is applied in certain cases for currency risks in 
forecasted and contracted future cash flows in foreign currency, 
as well as to some extent when hedging currency risks in net  
foreign investments in subsidiaries. Hedge accounting is applied 
when there is a clear link to the hedged item, the hedge effectively 
protects the item, hedging documentation was prepared, and 
hedge efficiency can be measured.

In hedging future cash flows, forward contracts are normally 

employed for hedging and reported in the balance sheet at fair 
value. The effective portion of the change in value of the hedging 
instrument is recognized directly in equity in the hedging reserve 
until such time as the hedged flow is recognized in the income 
statement.

When the hedged flow is recognized in the income statement, 
the accumulated changes in value from the hedge reserve are 
transferred to the income statement to offset the effect on  
earnings of the hedged transaction.

In certain cases, investments in foreign subsidiaries can be hedged 
by raising currency loans or forward contracts. The hedging instru-
ments are translated at the closing rate and the effective portion of 
the hedging instrument is recognized in equity in the hedging  
reserve.

In cases where hedging is not effective, the ineffective portion is 
recognized as a financial item in the income statement, under the 
operating items or financial items headings, depending on 
whether the underlying hedged item is operational or financial.

For hedging of currency risks in receivables and liabilities in foreign 
currency forward contracts are employed. Hedge accounting is 
not applied, since both the hedged item and the hedging instru-
ment are translated at the closing rate with exchange-rate  
differences reported over the income statement.

During the fiscal year and the comparison year, the Group did not 
have any currency derivates or apply any hedge accounting.

Cash and cash equivalents
Cash and cash equivalents include cash and immediately available 
funds in banks and corresponding institutes, as well as current 
liquid investments with a maturity period of less than three 
months from the acquisition date and for which the risk of  
fluctuation in value is insignificant. Cash and bank balances are 
reported at nominal value. The definition of cash and cash  
equivalents is the same in the balance sheet as in the cash flow 
statement.

Interest-bearing liabilities
Borrowing is initially reported at an acquisition cost corresponding 
to the fair value of what was received with reduction for transaction 
costs and any surplus or deficit values. Thereafter, borrowing is 
reported at accrued acquisition cost according to the effective 
interest method, meaning that the value is adjusted by distributing 
any premiums or discounts in conjunction with raising the loan 
and costs for borrowing over the anticipated maturity period. 
Distribution of these amounts is calculated on the basis of the 
loan’s initial effective interest. Gains and losses arising when loans 
are amortized are reported in the income statement at the date 
on which the loan was amortized. Dividend payments are reported 
as a liability after the Annual General Meeting has approved the 
dividend.

Accounts payable and other operating liabilities
Liabilities are reported at accrued acquisition value, which is  
determined based on the effective interest rate calculated at the 
acquisition date. This normally means nominal value.

Impairment losses
The reported values of the Group’s assets are assessed on each 
closing date to determine if there is any need to recognize an 
impairment loss. With respect to other assets than financial  
instruments, inventories, assets available for sale, divestment 
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groups reported in accordance with IFRS 5, and deferred tax assets, 
IAS 36 is applied to determine the need for impairment losses. If 
such a need is indicated, the recoverable value is calculated in 
accordance with IAS 36 as the asset’s fair value less selling expenses.

In calculating value in use, future cash flows are discounted at an 
interest rate that takes into consideration the market’s assess-
ment of risk-free interest and the risk linked to the specific assets. 
If it is not possible in assessing impairment losses to determine 
essential independent cash flows for an individual asset, assets 
are grouped at the lowest level at which it is possible to identify 
essential independent cash flows (cash-generating units). An  
impairment loss is reported when the value of an asset or a cash-
generating unit exceeds the recoverable value. The impairment 
loss is recognized in the income statement.

For goodwill and other intangible assets with indefinite useful life 
and intangible assets not yet ready for use, the recoverable value 
is calculated at least once a year, as well as when there is any  
indication that a need to recognize an impairment loss exists.

Impairment of assets attributable to a cash-generating unit (group 
of units) is primarily allocated to goodwill. Thereafter, impairment 
losses are distributed proportionately among other assets included 
in the unit (group of units).

For assets that are not subject to IAS 36, the valuation is assessed 
in accordance with each applicable standard.

On each reporting date, the Company determines if there is any 
objective evidence that a need exists to recognize an impairment 
loss on any financial asset or group of assets. Objective evidence 
comprises observable circumstances that have occurred and which 
have a negative impact on the ability to recover the acquisition 
value.

The recoverable value of assets belonging to the category loan 
claims and accounts receivable that are reported at acquisition 
value is calculated as the present value of future cash flows  
discounted by the effective interest rate that applied when the 
asset was reported for the first time. Assets with short maturity 
periods are not discounted. Impairment losses are reported in the 
income statement.

An impairment loss is reversed if there is both an indication that 
the need to recognize an impairment loss no longer exists and if 
a change has occurred in the assumptions on which calculation 
of the recoverable value was based. Reversal only takes place to 
the extent that the reported value does not exceed the book value 
that would have been reported, with reduction for depreciation 
as applicable, if an impairment loss had not been recognized. 
Impairment of goodwill is never reversed. Impairments of loan 
claims and accounts receivable are reversed if a subsequent  
increase of the recoverable value can be objectively attributed to 
an event that occurred after the impairment loss was recognized.

Inventory
Inventory is reported at the lower of acquisition value according 
to the first-in, first-out (FIFO) principle and the net selling value 
with consideration taken to the risk of obsolescence. Inventory 
consists of third-party software licenses and hardware that has 
not yet been delivered.

Contingent liabilities
A contingent liability is booked when there is a possible obliga-
tion attributable to an arising circumstance the occurrence of 

which is only confirmed by one or several uncertain future events, 
or when there is an obligation that is not booked as a liability or 
provision because of doubt that an outflow of resources will be 
necessary.

Revenue recognition
IBS books revenue in accordance with IAS 18. Total revenue include 
invoiced professional services, software license fees (gross), IBM 
hardware and other hardware sales, along with re-invoiced goods 
and services.

The criteria for booking license revenues are:

›› a written contract, signed by both parties

›› delivery has taken place

›› the license fee is a fixed amount or can be calculated reliably

 - the credit period must not exceed 12 months

 - there must be no escape clause

›› receipt of payment is ensured

If no significant adaptations have been agreed, the license,  
meaning the right of use, is regarded as being delivered when the 
software has been submitted to the customer and the license fee 
has been fully recognized as revenue initially. If significant adap-
tations are included in the commitment, in accordance with the 
agreement with the customer, the initial license fees are recognized 
as revenue in pace with completion. Invoiced, non-performed  
revenue is booked as deferred income.

Professional service revenues are normally booked as revenues as 
they are invoiced, meaning as work is performed. Maintenance 
and support services are booked as professional services linearly 
over the contract period under the heading Professional services.

Hardware and other sales are recognized upon delivery and, as 
appropriate, at installation.

Revenue for fixed-price projects or those on current account with 
a pre-determined maximum cost, is booked according to the  
percentage-of-completion method. Current accounts with pre-set 
limits are normally invoiced on a monthly basis in arrears, according 
to work completed. At the end of a period, only that portion of 
the project’s total revenue is recognized that corresponds to  
accrued costs as a percentage of estimated total costs. For risk 
projects deemed to include potential losses, there are reserves 
booked under Provisions in the balance sheet.

The right to utilize IBS software products is granted against  
license fees (i) initially, (ii) whenever utilization is expanded, or (iii) 
periodically in the form of renewal fees. The two former types of 
revenue are recognized in accordance with the principles described 
above. As regards renewal fees, customers have the right to cancel 
utilization rights not later than three months prior to the next  
12-month licensing period. If the contract is not cancelled, the 
customer is obligated to pay the license fee for the next 12-month 
period. These renewal fees, which are paid in advance, are 
booked as revenue straight line over the contract period.

Reporting of costs in an income statement  
classified by function
IBS’ internal accounting is based on an income statement based 
on type of costs, while that classified by function is created by 
allocating the cost of goods and services sold (direct costs) and 
indirect costs to the respective function. Certain types of costs are 
allocated in their entirety to a given function, while the allocation 
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of shared costs takes place using a distribution key based on the 
personnel mix.

Costs for software licenses
These costs relate to direct costs for goods and consist of costs for 
the purchase of third-party products that are subsequently sold to 
customers.

Costs for professional services
Direct costs related to professional service consist of personnel 
costs for the Company’s own consultants and their share of joint 
costs plus costs for external consultants used in customer projects.

Hardware and other costs
These costs consist of the cost of goods for hardware. This also 
includes re-invoiced costs, such as travel costs.

Product development costs
These costs include personnel costs for those employees who 
work with product development plus their proportional share  
of joint costs. In addition, these costs include amortization of  
capitalized product development costs.

Sales and marketing costs
These costs include direct sales and marketing costs, such as  
advertising costs and costs for printed materials (product brochures 
and other customer material). Personnel costs for marketing and 
sales personnel plus their share of joint costs are also included.

Administrative costs
This function includes costs for administrative personnel plus their 
share of joint costs.

Provision, project reserve and warranty reserve
Estimated costs for product and project warranties are recognized 
as costs when deemed necessary. Such provisions are based on 
an individual evaluation of each customer project. The assess-
ment is based on the company having a formal or informal com-
mitment following a given event, and where it is plausible that an 
outflow of resources will be necessary to settle the commitment 
and a reliable estimate of the amount can be made. In the event 
that projects in progress are subject to a fixed final price and/or 
where a certain guarantee commitment, in addition to customary 
guarantees, has been provided and the assessment is that this 
could give rise to additional costs for IBS, a reserve is posted. The 
exact amount and the timing of any outflows from such provi-
sions are subject to uncertainty. The item “other” comprises a 
provision for pay in connection with lay-offs.

Provision, restructuring
A provision for restructuring is reported when the Group has  
established a detailed and formal restructuring plan, and the 
restructuring has either been initiated or announced publicly. No 
provision is made for future operating expenses.

Employee benefits
Short-term remuneration to employees, such as salaries, paid  
vacation, paid sick leave, etc., plus social costs, are booked as 
employees perform services for which remuneration is received.

Any cost resulting from the lay-off of personnel is reported only if 
the company is unquestionably obligated, without any realistic 
opportunity to retract, by a formal detailed plan, without terminating 
employment prior to the normal date. When payment is made as an 
offer to encourage voluntary redundancy, a cost is reported if it is 
probable that the offer will be accepted, and it is possible to reliably 
estimate the number of employees who will accept the offer.

Pensions
Pension agreements and other remuneration after termination of 
employment are classified either as defined-contribution or defined-
benefit plans. Virtually all pension plans within IBS are defined-
contribution plans, with defined-benefit plans only as an exception. 
Pension plans insured with Alecta are defined-benefit plans  
comprising several employers but are reported as defined-contribu-
tion plans. Obligations relating to fees for defined-contribution 
plans are reported as costs in the income statement when they 
ariseo. 

The information provided in a note form on defined-benefit  
pensions is limited, since this item is considered inconsequential.

The Group’s net obligations relating to defined-benefit plans are 
calculated separately for each plan by estimating the future com-
pensation that the employee has earned through service in both 
the current and previous periods. This compensation is discounted 
to a present value, and the fair value of any managed assets is 
deducted. The discount rate is the return on the closing date for 
Grade A corporate bonds with a maturity period corresponding 
to the Group’s pension obligations. If there is no active market for 
such bonds, the market rate for government bonds with the cor-
responding maturity is used instead. The calculations are performed 
by a qualified actuary using what is called the projected unit  
credit method.

For actuarial gains and losses arising in the calculation of the 
Group’s obligations after January 1, 2004 according to the various 
pension plans, the corridor rule is applied. The corridor rule  
means that the portion of the accumulated actuarial gains and 
losses that exceeds 10% of the greater of the present value of the 
obligation and fair value of the managed assets is reported in the 
income statement over the average remaining employment period 
for those employees covered by the plan. Actuarial gains and  
losses are not considered in other respects.

When the calculation results in an asset for the Group, the reported 
value of the asset is limited to the net of unreported actuarial losses 
plus unreported costs for employment during previous period 
and the present value of future bonus payments from the plan or 
reductions in future premium payments to the plan. When there 
is a difference between how pension costs are determined in a 
legal entity and in the Group, a provision or a claim is reported 
relating to the special employer’s contribution (a specific Swedish 
tax) based on that difference.

Financial interest and costs
Interest revenue on receivables and interest costs on debts are 
calculated according to the effective interest method. During the 
effective interest term, this method equalizes the present value of 
all future cash receipts and disbursements with the booked value 
of the receivable or liability. Loan costs are charged during the 
periods to which they are assigned, regardless of how the borrowed 
capital has been employed. The Group does not capitalize interest 
on the acquisition value of assets. Dividend income is booked 
when the right to receive payment has been established.

Tax on net profit for the year
Total tax is made up of current tax and deferred tax.

Current tax comprises all tax to be paid or received for the current 
year, and includes tax adjustments attributable to previous periods. 
Deferred tax is calculated according to the balance sheet method, 
based on temporary differences between the book value and  
value for tax purposes of assets and liabilities.
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Deferred tax receivables for deductible temporary differences and 
loss carry-forwards are only booked in so far as it is probable that 
these will entail future payment.

Own shares acquired
Repurchased shares are recognized as a deductible from share-
holders’ equity. Payment for the divestment of such shares equity 
instruments is recognized as an increase in shareholders’ equity. 
Any transaction costs are recognized directly in shareholders’ 
equity.

Parent Company accounting principles
The Parent Company prepares its annual report according to the 
Swedish Annual Accounts Act (1995:1554) and the Swedish  
Accounting Standards Council’s recommendation RR 32:05  
Reporting of legal entities. This recommendation states that the 
Parent Company in the reporting of the legal entity must apply all 
of the IFRS rules and interpretations adopted by the EU as far as 
possible within the limits of the Annual Accounts Act and with 
consideration taken to the relation between accounting and  
taxation. The recommendation specifies the exceptions and 
amendments to IFRS that must be applied.

Changed accounting principle. As of January 1, 2006, the rules 
pursuant to Annual Accounts Act, Chapter 4, Section 14 a-e have 
been applied regarding the fair valuation of certain financial  
instruments, and hedge reporting, which entailed a change of 
accounting principles. This has resulted in the Parent Company 
applying the same accounting principles as the Group for the  
reporting of financial instruments. Following this change, which 
has been applied retroactively by restating the comparative year, 
derivative instruments in the Parent Company are recognized in 
the balance sheet at fair value, with changes in value recognized 
in the income statement. As a result of this change of accounting 
principle, the Parent Company’s earnings for 2005 rose by SEK 
3.3m after taxes and, accordingly, closing shareholders’ equity for 
2005 rose by SEK 3.3m after taxes. The instruments were acquired 
in 2005, which means that the opening shareholders’ equity for 
2005 was not affected by the changed accounting principle.

As of January 1, 2006, exchange-rate differences on monetary 
transactions that constitute part of the Parent Company’s net  
investment in foreign operations are recognized directly in share-
holders’ equity in a fair value reserve within the subcategory 
“translation reserve.” According to previously applied accounting 
principle, exchange-rate differences were recognized in the  
Parent Company’s income statement. The change in the Parent 
Company’s accounting principle has been reported retroactively, 
which means that figures for the preceding year have been restated. 
The effect of this change of principle is that the Parent Company 
earnings before tax for 2005 were reduced by SEK –11.6m, after 
a deduction for tax effects, and the Parent Company’s translation 
reserve rose by the same amount.

The differences between the accounting principles for the Group 
and the Parent Company are described below. The specified  
accounting principles for the Parent Company were applied  
consistently for all periods presented in the Parent Company’s  
financial reports.

Shares in subsidiaries and associated companies are reported in 
the Parent Company according to the cost method. Dividends are 
only recognized in revenue subject to the condition that they are 
attributable to profit earned after the acquisition. Dividends that 
exceed earned profit are considered as a repayment of the invest-
ment and reduce the book value of the shareholding.

Anticipated dividends from subsidiaries are reported in cases 
where the Parent Company has the sole right to determine the 
dividend amount and the Parent Company has taken the decision 
on this amount prior to the publication of its financial report. 

Leased assets. In the Parent Company, all leasing contracts are 
reported according to the rules for operational leasing.

Employee benefits. Other principles are applied in the Parent  
Company for calculating defined benefit plans than those specified 
in IAS 19. The Parent Company follows the Swedish Act on Safe-
guarding of Pension Commitments and the regulations issued by 
the Swedish Financial Supervisory Authority, since this is a prerequisite 
for deduction for tax purposes. The most important differences, 
compared with the rules in IAS 19, are how the discount rate is 
determined, that the calculation of the defined benefit obligation 
is based on current salary without assumptions regarding future 
salary increases and that all actuarial gains and losses are reported 
in the income statement when they arise.

The Parent Company’s financial guarantee agreements consist of 
sureties on behalf of subsidiaries. Financial guarantees entail that 
the company has a commitment to reimburse the holder of an 
instrument of debt for losses incurred by the holder due to a 
specified debtor not fulfilling his payment obligations on maturity, 
according to the contractual terms and conditions. When  
reporting financial guarantee agreements, the Parent Company 
applies RR 32:06, Item 70, which signifies a relaxation compared 
with the rules of IAS 39, in respect of financial guarantee agree-
ments provided on behalf of subsidiaries. The Parent Company 
recognizes financial guarantee agreements as a provision in the 
balance sheet when the company has an obligation the settle-
ment of which will probably require a payment.

Taxes. The Parent Company reports untaxed reserves including 
deferred tax liabilities. In the consolidated accounts, on the other 
hand, untaxed reserves are divided between deferred tax liabilities 
and shareholders’ equity.

The Company reports Group contributions and shareholder 
contributions in accordance with the statement issued by the 
Swedish Financial Accounting Standards Council’s Emerging  
Issues Task Force (URA 7). Shareholder contributions are recognized 
directly in equity by the recipient and booked against shares and 
participations by the issuer to the extent that impairments are not 
required. Group contributions are reported according to the  
financial intention.Group contributions that are the equivalent of 
a dividend are reported as a dividend. This means that the Group 
contribution received and its tax effects are reported in the income 
statement. Group contributions that are the equivalent of share-
holder contributions are booked with consideration taken to the 
current tax effect directly against earnings brought forward by 
the recipient. The issuer reports Group contributions and their 
current tax effects as an investment in shares in subsidiaries,  
unless an impairment is needed.














































