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STATUTORY REPORT 2005 OF THE BOARD OF DIRECTORS OF OPTION NV

Ladies and gentlemen,

Dear shareholders, : p':\“t ("\, a7 n} S
PORATO RN

We hereby have the pleasure of presenting to you our report relating to the statutory results of Opnon NV (the

“Company” or “Option”) for the financial year that ended on December 31, 2005. M

Overview of development, result and position of the Company /oZ ‘K? /

2005 was another landmark year for Option. With the launch of 2 record number of new products, we have again
demonstrated that our company combines the experience and awareness to spot the technological trends with the
skills to identify, integrate and package the best mix of technologies to meet the needs of new market segments.
We have the ability to customize product, packaging, operating software and user interface to enable our operator
customers to differentiate themselves in their increasingly competitive marketplaces. We have demonstrated we
have the logistical flexibility to deliver directly to multiple operators simultaneously.

Through our focus on execution, we have expanded our portfolio - in terms of new products, new customers and
the countries we serve — while delivering systematic improvements in all key performance indicators.

Option’s global market leadership was strengthenihg in the course of the year. Option’s share of the data card
market is now estimated at 70% in Europe and 30% worldwide.

Full year revenues were € 46.8 million (based on mainly € 4.4 million tumover, € 4 million capitalized
development costs and € 37.8 million other operating inter-company income) a year-on-year increase of 61.9%

compared with 2004 revenues of € 28.9 million (based on mainly € 5.8 million turnover and € 23 million other
operatmg inter-company income).

The operating charges grew from € 20 .0 million to € 26.2 million resulting in a operational result or EBIT of €
20.6 million compared to an EBIT of € 8.9 million of 2004 representing a growth of 131.4%.

The profit on ordinary activities before taxes grew from € 9 million to € 21 million and the net profit grew from €
9 million to € 18.7 million, an increase of 107.3%.

The intangible assets grew with € 3.7 million to € 5.4 million, mainly explained by the activated development costs
and furthermore by the investment in some licenses.

The tangible assets grew with € 5.1 million to € 8 million mainly due to investment of € 7.2 million in test and
measurement equipment.

The inventories grew from € 0.6 million to € 2.1 mxlhon, an increase explained by € 0.9 million in components and
€ 0.6 million of finished goods.

Whilst accounts receivable within one year remained stable around € 4 million, Cash and cash eq‘uivalcnts
increased over the year from € 26,4 million to € 39.3 million at the end of 2005.

The amounts payable after more within one year moved from € 3 million to € 7.2 million maihly explained by
increases of € 1.8 million accounts payable and € 3.1 million current tax and social liabilities.

On a balance sheet total of € 61.8 million, the total equity amounted to € 53.9 million. At the ‘end of 2005,
therefore the company’s solvency ratio was §7.2%. -

Appropriation of the statutory result

The statutory accounts of Option NV (Belgian GAAP) reported a net profit for the year 2005 of € 18.7 million,
improving from a net profit of € 9 million in 2004. |

The intention in time of dividend distribution will depend of the net non-consolidated results of Option NV, the
financial situation of the company, the establishment of the legal reserves and other elements that the Board of
Directors and the Annual Meeting will consider at that moment.

The Board of Directors proposed to add the non- consohdated net profit of € 18.7 million of 2005 to the losses
carried forward from the previous year and to allocate € 612k to the legal reserve

f
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Abridged appropriation acceunt (Accarding to Belgian Accounting Standards)

December 31- in Thousands EUR

Profit/(loss) carried forward from previous year
Profit/(loss) for the period available for appropriation
Profit/(loss) to be appropriated

Legal reserve

9016

Significant events that took place after the end of the financial year

On Group level, the following significant events that took place after the end of the financial year are
highlighted: i ‘

January  Cingular completes first 3.6 Mbps data call on a commercial network with an Option data

card ‘
Commercial launch of full 1.8 Mbps data card extends Option’s leadership in HSDPA
Option to supply Embedded Wireless Modules to PC manufacturer Acer

February .

Option announces GlobeSurfer HSDPA — the world's fastest Wireless Broadband Router

GlobeSurfer ICON introduced as alternative to DSL

Option unveils GlobeTrotter FUSION+ HSDPA - world’s first HSDPA-Wi-Fi combo card

GlobeTrotter GT-Max launched as world’s first tri-band HSDPA card :

Cingular announces 3G global plan featuring Option’s GlobeTrotter GT Max data card

Activities in the area of research and Hevelopment

Option is maturing rapidly as an organization. In 2004, our efforts allowed us to launch three new products,
including the world’s first commercially available 3G data card. In bringing seven new data cards to market,
launching our first wireless router, and laying the foundations for entering the fixed wireless segment, we have
demonstrated our ability to effectively manage multiple development programs simultaneously.

Two new and complementary product lines were added to our established and successful data card portfolio: the

internally-developed GTM351E embedded wireless module and Option’s first Fixed-Wireless substitution product, '

GlobeSurfer® 3G, following the acquisition of the Possio Wireless Router business. Supply agreements are now
in place for both new products. GlobeSurfer ICON, a further fixed-wireless product and new breed of USB device

that delivers simple and fast wireless broadband connectivity for consumer or business applications whether at
home or at work was launched in early 2006.

We are acting now to secure our market position, to expand our global reach and to prepare our Company for a
next growth cycle by investing in new technologies, such as mobile TV, that will herald new market opportunities.

The market is evolving rapidly from its original business-to-business niche to a much higher volume business-to
consumer environment in which operators are increasingly willing to consider subsidizing consumer electronic
devices. We are adapting our business model to seize these opportunities,

On 31st December 2005 there were 134 full time employees in Option supported by an additional 12 contractors.
This compares with 91 full time employees and 9 contractors in the previous year.

Events that could influence the development of the company: Overview of risks
and uncertainties ‘

Option’s business is subject to significant risks and past performance is no guarantee of future performance. Some

of the hypothetical risks the company could mention in line with the new Belgian Corporate Law of January 13,
2006 could be described as follows:

(1) Option depends on third parties to offer wireless data communications services. If these services are not

deployed as anticipated, consumers would be unable to use Option innovative products and revenues could
decline.

TR4755)

(15 739)
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(2) The company is outsourcing manufacturing of its products to third parties and can be dependent upon the
development

and deployment of these third parties’ manufacturing abilities. The inability of any supplier or manufacturer

to fulfill the company’s supply requirement could impact future results. The company has short term supply
comnitments to its outsource manufacturers based on its estimation of customer and market demand. Where

actual results vary from those estimates, whether due to execution on Company’s parts or market conditions,
Option could be at commercial risk.

(3) The company received in 2005 revenues from two single groups of companies of 10% or more whereas one
particular group of companies represents about 51% of the company’s revenue. The 2005 revenues could be
spread over two global groups of companies of respectively 51% and 16%. The company deals with the

individual affiliated companies who are free to negotiate and marage their own contracts and placement of
purchase orders. All these affiliated compames bave different credit risk profiles and benefit from different

terms and conditions.

4) Compemlon from bigger more established companies with greater resources may prevent’ company from
increasing or maintaining its market share and could result in price reductions and reduced revenues.
The wireless data industry is intensely competitive and subject to rapid technological change. Competition
- might further intensify, More established and larger companies with greater financial, technical and
marketing resources can start selling products that might compete with company products. Existing or future
competitors may be able to respond more quickly to technological developments and changes or may
independently develop and patent technologies and products that are superior to those of the company or
achieve greater acceptance due to factors such as more favorable pricing or more efficient sales channels. If
company would be unable to compete effectively with competitors® pricing strategies, technological
advances and other initiatives, its market sharé and revenues may be reduced,

(5) Option may have difficulty managing its growth which may damage its ability to retain key personne! and to
compete effectively.

(6) The market is evolving rapidly. In a environment of shorter product life cycles if Option would be unable to
‘design and develop new innovative products that gain sufficient commercial acceptance, the company may
be unable to recover its research and development expenses and the company may not be able to maintain its
market share and the revenues could decline.

The company depends on designing and developing new products that might not been commercially tested to
achieve much of the future growth of the company. The ability to design and develop new products depends
on a number of factors, including, but not limited to the following;

- the ability of the company to attract and retain skilled technical employees;

- the availability of critical components from third parties;

- the ability of the company to successfully complete the development of products in a timely Tanner;

- the ability of the company to manufacture products at an acceptable price and quality. :

A faiture by the company or its suppliers in any of these areas, or a failure of these products to obtain
commercial acceptance, could mean the company is unable to recover its research and development expenses
and could result in a decrease in its market share and its revenues.

Conflicts of interests

| :

One conflict of interest in the course of 2005 needs to be reported to the general meeting under articles 523 and
524 of the Belgian company Act. These articles relate to the requirement to declare any actions that might be
construed as conflicts of interest.

In 2005, the Board of Directors of Option NV agreed to grant the two directors of its [rish subsad\ary Option
Wireless Ltd, the amount of € 2 000 for their board membership and € 2 000 per meeting of the Irish board
attended. The two directors concerned are Mr. Jan Callewaert and Mr. Philip Vermeulen.

Auditors remuneration

The annual meeting of shareholders held on 31sf March 2004 renewed the mandate of the statutory auditor,
Deloitte & Touche, represented by Mr. Leo Van Steenberge. The mandate expires immediately after the annual
shareholder meeting on 31 March 2007 called to approve the annual accounts for the financial year ending on 31
December 2006. The annual fee to auditor has been fixed to € 90.000 (subject to annual adjustment to index of
consumption prices). In. 2005, the other remunerations of the auditor amounted to € 33.493, related legal reports

for capital increases. Fees for other services provided in 2005 by other departnients of Delome & Touche such as
tax and legal advice, amounted to € 57.286.
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We will also call for an Extraordinary Meeting of Shareholders in order to update company’s by-laws, obtain a
stock repurchase mandate and to implement a stock split by 4.

Option expects that its currents cash position will provide sufficient financial means to support Option’s growth in
the near future. ‘

We remain confident that our competitive ability going forward will result in continued revenue growth'and that

our sound business model will enhance our market leadership in a sustainable way, further creating-long-term
shareholder value. : )

Leuven, March 13, 2006

The Board of Directors
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CONSOLIDATED REPORT 2005 OF THE BOARD OF DIRECTORS QF QPTIONNV - 4

Ladiés and gentlemen,
Dear shareholders,

( SR C; ) {)
We hereby have the pleasure of presenting to you'our report relating to the consolidated results of Optlon NV (the”
“Company” or “Option”) for the financial year that ended on December 31, 2005.

The consolidated results include the financial statements of the parent Company Option N.V. and all its
subsidiaries made up to the end of the financial period. Intra-group trading has been eliminated upon consolidation

ﬁ‘j

(Option Wireless' Lid. - Cork, Ireland, Option Germany GmbH - Adelsried, Germany and Option: Wireless, .

Sweden AB (Stockholm)).

Overview of development, result and position of the Company

2005 was another landmark year for Option. With the launch of a record number of new products, we have again
demonstrated that our Company combines the experience and awareness to spot the technological trends with the
skills to identify, integrate and package the best mix of technologies to meet the needs of new market segments.
We have the ability to customize product, packaging, operating software and user interface to enable our operator
customers to differentiate themselves in their increasingly competitive marketplaces. We have demonstrated we
have the logistical flexibility to deliver directly to multiple operators simultaneously.

Through our focus on execution, we have expanded our portfolio - in terms of new products, new customers and
the countries we serve — while delivering systematic improvements in all key performance indicators.

Option’s global market leadership was strengthening in the course of the year. Option’s share of the data card
market is now estimated at 70% in Europe and 30% worldwide.

Full year revenues accelerated to a record € 198.6 ?miliion, a year-on-year increase of 93.7% cormpared with 2004
revenues of € 102.5 million.

All 2005 revenues were originated from equipment sales, whilst in 2004, 97% of the previous year revenues
originated from equipment sales and 3% of revenues were derived from OEM development agreements.’

3G data cards represented 88 % of unit sales during the year while most non-3G cards incorporated EDGE.

In 2005, the gross profit grew by 70.5% to € 84 mllhon {or 42.5% on total revenues) compared to € 49 million for
2004.

EBIT amounted to € 39 million (or 19.5% on revenﬁcs), compared to € 22 million (or 21.8% on revenues) of 2004
representing a growth of 73.5%.

Net earnings grew 63.4% from € 17.7 million in 2004 to € 29.0 million.

Earnings per basic share were € 2.85 an increase of 57% compared with € 1.81 in 2004, Eamings per dxlutcd share
rose from €1.75in 2004 to € 2.81 in 2005.

The Company generated € 34.8 million cash from opcratmg activities during the full year, compared with €23.4
million in the previous year.

Cash and cash equivalents increased aover the year from € 32 million to € 49 million at the end of 2005.

On a balance sheet total of € 127 million, the total equxty amounted to € 76 million. At the end of 2005, therefore
the Company’s solvency ratio was 60.1%.

Option has not made use of financial instruments nor of hedging agreements.

Significant events that took place aftér the end of the financial year

On Group level; the following significant events that tock place after the end of the financial year are
highlighted:

l
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January  Cingular completes first 3.6 Mbps data call on a commercial network with an Opnon data
card
Commercial launch of full ] 8 Mbps data card extends Option’s leadership in HSDPA
Option to supply Embedded Wireless Modules to PC manufacturer Acer

February

Option announces GlobeSurfer HSDPA - the world’s fastest Wireless Broadband Router
GlobeSurfer ICON introduced as alternative to DSL
Option unveils GlobeTrotter FUSION+ HSDPA - world’s first HSDPA-Wi-Fi combo card
GlobeTrotter GT-Max launched as world®s first tri-band HSDPA card
Cingular announces 3G global plan featuring Option’s GlobeTrotter GT Max data card

i

Activities in the area of research and development

Option is maturing rapidly as an organization. In 2004, our efforts allowed us to launch three new products,
including the world’s first commercially available 3G data card. In bringing seven new data cards to market,
launching our first wireless router, and laying the foundations for entering the fixed wireless segment, we have
demonstrated our ability to effectively manage multiple development programs simultaneously.

We continue to set the benchmark in the wireless data card market. Quad-band GPRS was a standard feature of all
our new cards in 2005, while Quad-band EDGE featured in five of the seven new cards ensuring that users have

the potential — subject to their operator’s roaming agreements to connect to any of the 650+ GSM-based mobile
networks around the world.

3G UMTS was a feature of six of our new cards, reflecting the growing momentum behind this technology

worldwide, Option was first to offer a 3G data card capable of operating on both 3G frequency bands currently
being deployed in the United States. ‘

Qur early delivery of HSDPA-Ready data cards aiso differentiated Option from its competitors, while sustaining
growth in the wireless data card market at a time when significant media interest in trials of the 3G upgrade
technology risked delaying purchases as users waited for commercial availability.

We built on this leadership in the early new year with the launch of the first data card capable of working on all 3G
and HSDPA networks, whether in the US on the 850 MHz and 1900 MHz bands, or in Europe, the Middle East,
Africa or Asia on 2100 MHz. It also retained quad-band GPRS and EDGE to give its users the best possible

chance of connecting wirelessly, wherever they happen to travel. ‘

We remain at the forefront of combination cards that integrate the mobile technologies of GPRS, EDGE, 3G
UMTS and HSDPA, with WiFi, giving users the optlon to connect via enterprise wireless LANS or public hotspots
as an alternative to wireless networks.

It was with great pride that Option was able to announce the delivery of its millionth 3G data card in November
2005.

Two new and complementary product lines were added to our established and successful data card portfolio; the
internally-developed GTM351E embedded wireless module and Option’s first Fixed-Wireless substitution product,
GlobeSurfer® 3G, following the acquisition of the Possioc Wireless Router business. Supply agreements are now
in place for both new products. GlobeSurfer [CON! a further fixed-wireless product and new breed of USB device
that delivers simple and fast wireless broadband connectivity for consumer or business applications’ whether at
home or at work was launched in early 2006.

We are acting now to secure our market position, to expand our global reach and to prepare our Company for a
next growth cycle by investing in new technologies, such as mobile TV, that will herald new market opportunites.

The market is evolving rapidly from its original business-to-business niche to a much higher volume business-to-
consumer environment in which operators are increasingly willing to consider subsidizing consumer electronic
devices. We are adapting our business model to sei‘ze these opportunities.

On 31st December 2005 there were 341 full time employees in the Option Group supported by an addmonal 32
contractors. This compares with 196 full time emp)oyees and 14 contractors in the previous year.
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Events that could influence the development of the Company: Ovemew of risks
and uncertainties

Option’s business is subject to significant risks and past performance is no guarantee of future performance. Some
of the hypothetical risks the Company could mennon in line with the new Belgian Corporate Law of January 13,
20006 could be described as follows:

)

@

3

®

)

(6)

Option depends on third parties to offer wireless data communications services. If these services are not

deployed as anticipated, consumers would be unable to use Option innevative products and revenues could
decline.

The Company is outsourcing manufacturing of its products to third parties and can be dependent upon the
development and deployment of these third parties’ manufacturing abilities. The inability of any supplier or
manufacturer to fulfill the Company’s supply requirement could impact future results. The Company has
short term supply commitments to its outsource manufacturers based on its estimation of customer and
market demand. Where actual results vary from thase estimates, whether due to execution on Company s
parts or market conditions, Option could be at commercial risk.

The Company received in 2005 revenues from two single groups of companies of 10% or more whereas one
particular group of companies represents about 51% of the Company’s revenue. The 2005 revenues could be
spread over two global groups of companies of respectively 51% and 16%. The Company deals with the
individual affiliated companies who are free to negotiate and manage their own contracts and placement of

purchase orders. All these affiliated compames have different credit risk profiles and benefit from different
terms and conditions.

Competition from bigger more established companies with greater resources may prevent Company from
increasing or maintaining its market share and could result in price reductions and reduced revenues.

The wireless data industry is intensely competitive and subject to rapid technelogical change. Competition
might further intensify. More established and larger companies with greater financial, technical and
marketing resources can start selling products that might compete with Company products. Existing or future
competitors may be able to respond more quickly to technological developments and changes or may
independently develop and patent technologies and products that are superior to those of the Company or

achieve greater acceptance due to factors such as more favorable pricing or more efficient sales channels. If .

Company would be unable to compete effectively with competitors’ pricing strategies, technological
advances and other initiatives, its market share and revenues may be reduced.

Option may have difficulty managing its growth which may damage its ability to retain key personnel ‘and to
compete effectively.

The market is evolving rapidly. In a environment of shorter product life cycles if Option would be unable to
design and develop new innovative products that gain sufficient commercial acceptance, the Company may
-be unable to recover its research and development expenses and the Company may not be able to maintain its
market share and the revenues could decline.
The Company depends on designing and developing new products that might not been commercxally tested to
achieve much of the future growth of the Company. The ability to design and develop new products depends
on a number of factors, including, but not limited to the following;
- the ability of the Company to attract and retain skilled technical employees;
- the availability of critical components from third parties;
- the ability of the Company to successfully complete the development of products in a timely manner;
- the ability of the Company to manufacture products at an acceptable price and quality.
A failure by the Company or its suppliers in any of these areas, or a failure of these products to obtain
commercial acceptance, could mean the Company is unable to recover its research and development expenses
and could result in a decrease in its market share and its revenues.

We will also call for an Extracrdinary Meetmg of Shareholders in order to update Company’s by-laws obtain
a stock repurchase mandate and to implement a stock split by 4.

Option expects that its currents cash position will provide sufficient financial means to support Option’s
growth in the near future.

We remain confident that our competitive ability going forward will result in continued revenue growth and

that our sound business model will enhance our market Ieadcrshlp ina sustamab]e way, further creating long-
term shareholder value.
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Leuven, March 13, 2006

The Board of Directors
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ABBREVIATED STATUTORY ACCOUNTS OF OPTION NV AND EXPLANATORY NOTES . rf E {, f?; 1, ﬁ’:’
The following documents are extracts of the statutory annual accounts of Option NV prepared under Belglan el g nq " A
GAAP in accordance with article 105 of the Company Code. RN RIS Y

Only the consolidated annual financial statements as set forth in the preceding pages present a true and fair view of : C L os

the financial position and performance of the Option group. M

The company Auditor has signed a statement of unqualified approval of the statutory annual accounts of Option
NV and certifies that the non-consolidated financial statements for the year ended 31 December 2005 give a true
and fair view of the financial position and results of Option NV in accordance with all legal and regulatory
dispositions.

Abbreviated statutory balance sheet (according to Belgian Accounting Standards)

ASSETS ‘ ‘ T
December 31, ‘ \ .
Thousands EUR ..ottt scasissneseasenesssstssmnssssenssesmssssenssnsssnessensasen 2005 B 2004
i -
Fixed assets ) 16072 $ 7263
Intangible assets.... ‘ 5438 o 1753
Tangible assets i 8031 2911
FINANCIaL ASSELS .ueveeiiecrimiri ettt e en st et e e ] 2603 “ 2599
Current Assets : - 45747 . ‘ 31282
Stocks and contracts in progress..... : 2091 . 593
Accounts receivable within one year © 4006 A 4194
Cash & cash investments....c.cvovcree. 39285 ] 26 377
Deferred charges and accrued income 365 ’ “ 88
! s
Total Assets ‘ \ 61819 - | 38 515
LIABILITIES i I B
December 31, } : “
Thousands EUR ..ot i sessessssissiscose st sosssnssssstssnssscnsmssnssiecssisssssssasessnsaral 2005 L 2004
Capital and reserves ] 53920 i‘ 34 704
Capital 6116 | 5994
Share premium... ? 44 847 } 44 449
Legal reserve .| 612 - ’ .0
Profit/(1055) CAITIEd fOTWAEA svvu.vve.iseeveiescineerinsrisserissssssssesssivessassscsensssesssssssnsecssensansssssassasesessnees | 2345 - (15739)
Creditors 7899 | 3811
Subordinated loan TSSO 222 s 222
Amounts payable after more than one year . | 0 | 286
Amounts payable after more within one year. | 7237 : j} 2977
Accrued charges and deferred income ; 440 ! 326
|
Total liabilities ‘ 61819 ! 38 515
Abbreviated statutory income statement (accnrdiﬁg to Belgian Accounting Standards)
ABBREVIATED PROFIT AND LOSS ACCOUNT T
December 31, i i
Thousands EUR ...oooeccceersssinisess e sosees s osessspenssssosess s s osessess s pssssesssseeens J 2005 2 2004
; 1 T
1. Revenues i 46 783 ! 28 899
TUMMOVET oot ass e 4360 ‘ 5811
Increase (decrease) in stocks in finished goods, work and contracts in progress “ 579 N (79
Capitalized development costs 3 4028 : \‘ 0
Other operating income (mainly intercompanies transactions) | 37816 : 23162
I. Operating charges ] 26137 . 1 19976
Raw materials, consumables and goods for resale ! 4910 | 3157
Services and other goods 9453 ’ 8401
Remuneration, social security costs and pensions..... 7900 . 5293
Depreciation of and other amounts written off formation ! 3682 l 3176

expenses, intangible and tangible fixed asSelS ov...cvvvrroicinmiinniminns s ;




[ncrease, decrease in amounts written off stocks, contracts | 159 T (72)
Contracts in progress and trade debtors....

Provision for contingencies.... . 0 : S0
Other operating charges .... e 33 23
111, Operating profit/(loss) ‘ 1 20646 1 8923
IV. Financial income 682 543
V. Financial charges (340) (450)

VI. Profit/(loss) on ordinary activities before taxes ’ 20988
i

E

I 9016
X. Income tax expense (2292) | -
IX. Profit/(loss) for the period before taxes | 18 696 i 9016
XIIL. Profit/(loss) for the period available for appropriation i 18 696 : 9016
ABBREVIATED APPROPRIATION ACCOUNT (ACCORDING TO , "l
BELGIAN ACCOUNTING STANDARDS) | !
December 31, | ' , S
Thousands EUR......... ety C SRS R Rt E e RSttt ] 2005 _1 2004
Profit/(loss) to be appropriated......covnsiiiiinninnn bbb e ! 2345 ; l (15739)
Profit/(loss) for the period available for appropriation........ t 18 696 ! 9016
Profit/(loss) carried forward from previous year | (24 75%)
Legal reserve i 0

Summary of most significant vafuation rules - Abbreviated statutory accounts - Belgian GAAP

Formation expenses
Formation expenses are charged against income except for costs capitalized.

Intangible assets
Patents, licenses and software are linearly depreciated at rates of 20% to 50%.

Machinery and equipment
Lab equipment, test equipment and computer eqmpment are linearly depreciated at rates of 20% to 50%. Test
equipment {under lease) is linearly depreciated at a rate between 10% and 50%.

Research and development

As from January 1* 200S:

Research expenditure is recognized as an expense as mcurred

Costs incurred on development projects (relating to the design and testing of new or improved products) are
recognized as intangible assets only if all of the following conditions are met:

-An asset is developed that can be identifted;

-It is probable that the asset developed will generate future economic benefits; and

-The development costs of the asset can be measured reliably.

Other development expenditures are recognized as an expense as incurred. Development costs previously
recognized as an expense are not recognized as an asset in a subsequent period. Development costs that have a
finite useful life that have been capitalized are amortized from the commencement of the commercial production
of the product on a straight-line basis over the period of its expected benefit, not exceeding two years.

Vehicles
Vehicles are linearly depreciated at rate of 20%.

Office Furniture ‘
Office furniture and equipment are linearly depreciated at rates of 10% to 33,3%. Leased office equipment is
linearly depreciated at rates between 20% and 50%.

Financial assets ‘

During the financial period investments are not revalued

Stocks ‘

Stocks (raw materials, consumables, work in progress, finished goods and goods for resale) are valued at
acquisition cost determined according to the FIFO-method or by the lower market value.

Products
The products are valued at costs that only directly attnbutc




Contracts in progress
Contracts in progress are valued at production cost

Debts

Liabilities do not include long-term debts, bearing no interests at an unusual low interest.

Forelgn currencies

Debits, liabilities and commitments denominated in foreign currencies are translated using the exchange rate of

December 31, 2005. Transactions are converted at the daily exchange rate.
Exchange differences have been disclosed in the annual accounts as follows:

- Positive exchange results in caption IV. Financial income of the profit and loss account;
- Negative exchange results in caption V. Financial charges of the profit and loss account.

Explanatory notes - Abbreviated non consolidated accounts - Belgian GAAP

Participating interests

The following participations in subsidiaries are retamed with mention of the number of registered nghts and

percentage of ownership:

Shares held by % held by company % held by subsidiaries
DeCember 31, isenisieenasebereone company (by
' number)
Option Germany — Adelsried (D) ] 100% 0%
Option Wireless— Cork (IRL) 2 000 000 100% 0%
Statement of Capital

Issued capital Amounts Number of shares
December 31, it e (in EUR)
At the end of the preceding penod ..... 5993 955 10 105354

Capital increase 23/09/2005 122 112 206970
At the end of the penod ..... 6116 067 10312 324
Structure of the capital :
December 31, i e
Different categories 0f ShareS........cevevemerernnrerevesrenssceenent -

Registered shares and bearer shares 10312 324

Registered -

Bearer 10312324

Authorized capital
DECemMDBEr 31, uiiiiiiiiiiiiicieeer e e ee e e eaesar e rrrabebes

On December 31,2005 the authorized (but non-issued) capital amounted to EUR 4 518k
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4. FINANCIAL REPORT -[FRS

4.1. Consolidated Financial Statements and Notes

4.1.2. Consolidated Income Statement

For the year ended 31 December
Thousands EUR (except per share figures)
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Note 2004
Revenues C 102512
~ Cost of products sold (53 010)
Gross Profit 49 502
Research and development expenses E-F (10 359)
Sales, marketing and royalties expenses E-F (12 839)
General and administrative expenses E-F 3 958
Tatal Operating expenses (27 156)
Profit from operations 22 346
Finance costs G 623
Profit before income taxes 22 969
Tax expense H (5221
Net Profit 17 748
Weighted average number of ordinary shares " 9780 568
Fully diluted weighted average number of ordinary sharcs 10 124 988
Earmings per basic share ; S 1.81
Earnings per diluted share ..o N 1.75
3. Consolidated Balance Sheet
For the year ended 31 December
Thousands EUR Note 2004
ASSETS
Cash and cash BQUIVAIETIES ......eeensiirsie s s s st s s s RS S s s 0200 I 31612
- Trade receivables. .. moreeeeeereserene J 15 507
Other receivables J 884
INVEDIOTIES 11rvisisirereserasinasiserasinaminrsasiss st asnbscss s ssecataenabsnsss serssassstseshssesasasaonessnastnnanerbnss s ssassebsbsncotainan bos X 5560
Total current assets 53563
Property, Plant and equipment........ccccccomrirmeriscnnne e L 3190
Intangible assets ..... M 7023
Deferred taxes... N 6314
Total non-current assets 16527
Total Assets 70 090
LIABILITIES AND SHAREHOLDERS’ EQUITY
Trade payables 0 15712
Other payables o} 3194
Income tax payable.... retrerers e Q 1503
Current portion of ]ong term debt P 91t
‘Total current Jabilities 21320
Subordinated long-term debt P 222
Non-current portion of long termm debt.......covceroivinimiererninicens P 286
Deferred taxes N 1545
Total non-current labilities 2053
Issued capital ....couvenne R 5994
Share premium R 43 469
Reserves .. b h A LSRR R bR aE SRR RS e R0 PB4 e bR bR bR R ai e R 245
Retained earnmgs " vt et st S e TR AR SRRSO TAse £ vare SR e e b be e RS PE 1SR B8t SO s er e R s Ra e b SRR e b s R (2991)
Tatal shareholders’ equlty 46 7117
Total liabilities and shareholders® equity 70 090




4,1.4, Consolidated Cash Flow Statement

For the year ended 31 December

Thousands EUR 2004
OPERATING ACTIVITIES

Net Profit (A) . . 17 748
Non cash adjustments .
Depreciation and amortization 4 645
IMPaEIMENt 10SS ...oeoiecemnsemmrcrersisininisine 0
Equity-settled share based payment expense...... 196 -
Tax expense 3698
(Reversal of) write-offs on mventones (90)
(Reversal of) write-offs on trade debtors -~ 32
Tatal aon cash adjustments (B) 8 481
Change in assets and liabilities .
Decreasef(increase) in trade receivables. ... ‘ (8 577)
Decrease/(increase) in inventories...... (3302)
Decrease/(increase) in other receivables........... (314)
Increase/(decrease) in trade payables. 9308
Increase/(decrease) in salaries, tax and payroll related liabiljties 1 605
Increase/(decrease) in accrued expenses and deferred income (1552)
Total change in assets and liabilities (C) (2 832)
Income tax (paid)/received (D) 0
CASH FLOW FROM OPERATING ACTIVITIES 23397
INVESTING ACTIVITIES

Acquisition of intangible fixed assets.. (1526)
Acquisition of intangible fixed assets through busmess cumbmanons -
Expenditures on product development, (5150)
Acquisition of property, plant and equipment (1915)
Acquisition of property, plant and equipment through business COmbINAONS ..., rovivrmerrrermmarniresserenersrereanies -
CASH FLOW USED IN INVESTING ACTIVITIES (E) (8 591)
FINANCING ACTIVITIES '

Repayment of long term debt............ (1 166)
Net proceeds from capital increase 8835
CASH FLOW PROVIDED BY FINANCING ACTIVITIES (F) 7 669
Net cash flow (A) +(B)+(C) H{D}+HE}WF) - 22475
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year.......... 9137
Cash and cash equivalents at end of year................. 31612
Difference 22475
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4.1.5. Consolidated statement of sharcholders® equity

Share-  Translation
based reserves
: Issued Share payment Retained

Thousands EUR capital  premium _ reserve camings Total

As per 1 January 2004.......cocevvurnrinerens 5510 . 35118 49 0 (20739) 19938
Net profit ..oovcevreree - . . - 17748 17748
Capital INCLEASE ......cveens e remecererererssereserssersrsaserens 484 . 8351 - - - 8835
Share-based payments R - - 196 - - 196
As per 31 December 2004 o..umnrevienrimenmsorssarsoons 5994 | 43469 245 0 (2991) 46 717
NEUPROTI (oo s sesresnanies - ‘ . - - 28993 28 993
Translation adjustmen - - - 3) . @A)
Capital incréase 122 C 396 - - - 518
Share-based payments - - - 115 - - 115
As per 31 December 2005 w..uvenervviessrsesssessssorsens 6116 43865 360 (3) 26002 76 340
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4.2, Noutes to the consolidated financial statements

Significant agcounting policies ...
Risk factors

Business segments and geographlcal sprmd

Business combinations...

Additional information on operatmg expenses by nature
Payroll and related benefits -

Finance costs
Tax expense....

Cash and cash equivalents

Trade and other receivables
Inventories ...

Property, plant and equ:pment

Intangible assets ..

Deferred tax assets and hab1|me<

Trade and other payables ...

Debt and lease commitments

Credit facilities ...
Shareholders’ equity

Eamings per share

Share-based payment plans

Contingencies... P
Related parties transacnons

Explanation of transition to IFRSs

OPLion COMPANIES...umrimreaniecmsinieisiersenisisesssiissonson:
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NOTE A: Significant accounting policies

BUSINESS DESCRIPTION AND ORGANIZATION
The definition of the Company is Option NV; a Belgian éorporation incorporated July 3rd, 1986.

The purpose of the Company is: the design, development, manufacturing, installation, purchase and sale of any computer and
telecommunication peripherals, requirements, components and spare parts both in Belgium and in other countries, in the
broadest sense of the word, and any other activity which is directly or indirectly related to these activities.

The Company may, in whatever way, acquire, grant, .exploit, sell and transfer intellectual property rights, trademarks,
drawings, designs, patents and licenses.

It may carry out any commercial, industrial, financial, moveable or immovable transactions which are directly or indirectly
related to its purpose or which are of a nature to promote it.

The Company may by means of subscription, contribution, merger, collaboration, financial intervention or otherwise acquire
an interest or a participation in all existing companies or companies to be established in Belgium or abroad having a related
purpose or a purpose which is of a nature to promote its purpose; the company may manage these participations, valorize and
hquldate such participations, as well as, among others, participate directly or indirectly in the management, administration, .
supervision and liquidation of the companies in which it has an interest or participation. ' {

It may, on behalf of the same companies, give bail or guarantees, act as an agent or representative, allow advances, grant
credits and provide mortgage or other securities.

The consolidated financial statements of the company for the year ended 31 December 2005 comprise the company and its |

subsidiaries (together referred to as “Option” or “the Company”). The financial statements were authorized for issue by the |
board of directors on March 13,2006, ‘

STATEMENT OF COMPLIANCE

The 2005 financial statements including the restatement of 2004 financial statements have been prepared in accordance with
International Financial Reporting Standards (IFRSs) as adopted by the EU for the first time. Until end of 2004, the Company
prepared its financial statements under US GAAP. The reconciliation form US GAAP to IFRSs is provided for this transition
period, please refer to note W “Explanation of transition to IFRSs” of this annual report.

BASIS OF PREPARATION

The financial statements are presented in euro, rounded to the nearest thousands.

The consolidated financial statements are prepared as of and for the period ending 31 December 2005.

The adoption of the IFRS requirements resulted in a modification of certain key terms in the financial statements, which can
be summarized as follows:

New term ‘Old term

Revenues ‘Net sales ‘
EBIT Operating income
Net Profit 'Net result after tax - -

Issued capital + Share premium + Reserves Common stock

At the date of authorization of these financial statements, the following Standards and interpretations were in issue but not
yet effective: '
- IFRS 6 Exploration for and Evaluation of . Mineral Resources
- IFRS 7 Financial Instruments: Disclosures
- 1AS | Presentation of Financial Statements —Amendment-Capital Disclosures
- IAS 19 Employee Benefits-Amendment- Actuarial Gains and Losses
- IAS 21 The Effect of Changes in Foreign Exchange Rates-Net Investment in a Foreign Operation
- I1AS 39 Financial Instruments: Recognition and Measurement-The Fair Value Option
- 1AS 39 Financial Instruments: Recognition and Measurement- Financial Guarantee Contracts
- IFRIC 4 Determining whether an Arrangement contains a lease
- IFRIC 5 Rights to Interests arising from Decommissioning, Restoration and Environmental Rehabilitations Funds
- IFRIC 6 Liabilities arising from Participating in a Specific Market — Waste Electrical and Electronic Equipment
- IFRIC 7 Applying the Restatement Approach under IAS 29 Financial Reporting in Hyperinflationary Ecanomies
- IFRIC 8 Scope of IFRS 2
- IFRIC 9 Reassessment of Embedded Derivatives
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The Company anticipates that in adoption of these Standards and Interpretations in future periods will have no miaterial
impact on the financial statemenis of the Group in the period of initial application.

USE OF ESTIMATES

The preparation of these financial statements requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes, particularly the recoverability of fixed assets, deferred
income taxes, intangible assets, warranty accruals and other probable liabilities at the date of the financial statements and the
reported amount of revenues and expenses during the reporting pericd. The company uses estimates in its normal course of

business to evaluate warranty, excess and cbsolete mventory and other reserves. Actual results could differ from these
estimates,

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the financial statements of the parent company and all its subsidiaries made up
to the end of the financial period.

All intra-group transactions, balances, income and expenses are eliminated on consolidation (Option Wireless Ltd. - Cork,
Ireland, Option Germany GmbH — Adelsried, Germany and Option Wireless, Sweden AB (Stockholm)).

At the end of 2004, an American subsidiary was founded, Option Inc. Given its immaterial size, this subsidiary has not been
included in the consolidation scope of 2004 and 2005,

THE SIGNIFICANT ACCOUNTING POLICIES CAN BE SUMMARIZED AS FOLLOWS:
(1) FOREIGN CURRENCIES

- Foreign currency transactions

Transactions in currencies other than euro are recorded at the rates of exchange prevailing on the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies are translated at the balance sheet date rate. Gains and
losses resulting from the setflement of foreign currency transactions and from the translation of monetary assets and liabilities
denominated in foreign currencies are recognized in the income statement. Non-mornetary assets and labilities denominated
in foreign currencies are translated at the foreign exchange rate prevailing at the date of the transaction.

- Financial statements of foreign operations

The company’s foreign operations outside the Buro zone, such as the Swedish subsidiary, are considered as foreign entities.
Accordingly, assets and liabilities are translated to euro at foreign exchange rates prevailing at the balance sheet date.
Income and expense items are translated at the average exchange rates for the period unless exchange rates fluctuate
significantly. The components of shareholders’ equity are translated at historical rates. Exchange differences arising from the

translation of shareholders® equity to euro at year-end exchange rates are taken to “Translation reserves” in Capital and
Reserves.

(2) REVENUE RECOGNITION

The company generates revenues primarily from the sales of its products and technology, as well as the licensing of its
technology. These sales are recognized as revenues when

(1) there is persuasive evidence of an agreement with the customer;

(2) the product is shipped and/or title has passed;

(3) the amount due from the customer is fixed and determinable;

(4) the collectibility is reasonably assured;

(5) the company has no significant future performance obligation.

At the time of the transaction, Option assesses whether the amount due from the customer is fixed and determinable and
collecting of the resulting receivable is reasonably assured. The company assesses whether the amount due from the customer
is fixed and determinable based on the terms of the agreement with the customer, including, but not limited to, the payment
terms associated with the transaction. The collection is -assessed based on a number of factors, including past transaction
history with the customer and credit-worthiness of the customer. If the company determines that collection of an amount due
is not reasonably assured, recognition is defetred until collection becomes reasonably assured.

Customers include Value added Resellers, Original Equipment Manufacturers, wireless service providers, global operators
and end-users. Deferred revenue is recorded when cash inl advance is received of the above revenue recognition criteria being
met.
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(3) ROYALTIES BASED ON THE SALE OF PRODUCTS

Under license agreements, the company is committed to make royalty payments for the use of certain essential patented
technologies in wireless data communication. The company recognizes royalty obligations as determinable in accordance
with agreement terms with those patent holders. Where agreements with patent helders are not finalized, management has.
recognized its current best estimate of the obligation. When the agreements are finalized, the estimate is revised accordingly.
Royalty obligations are recorded in Sales, Marketing & royalty expenses.

(49) INCOME TAXES

Income tax charge on the profit or loss for the year comiprises current and deferred taxation. Income tax is récogmzed in the
income statement except to the extent that it relates to items recognized directly in equity, in which case it is recognized in
equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted at t.he balance sheet date,
and any ad]ustment to tax payable in respect of previous years,

Deferred tax is provided, using the liability method, for all temporary differences arising between the tax bascs of assets and
liabilities and their carrying values for financial reporting purposes. Enacted or substantially enacted tax rates are used to
determine deferred income tax.

A deferred tax asset is recognized only to the extent that it is probable for management that future taxable profits will be

available against which the asset can be utilized. A deferred tax asset is reduced to the extent that it is no longer probable that
the related tax benefit will be realized.

(5) CASH AND CASH EQUIVALENTS

Highly liquid investments with maturity of three months or less at date of purchase are considered cash equivalents. Cash
equivalents consist primarily of term deposits with a number of commercial banks with high credit ratings.

(6) TRADE RECEIVABLES

The company grants credit to customers in the normal course of business. Generally, the company does not require collateral
or any other security to support amounts due. Management performs ongoing credit evaluations of its customers. All
receivables are fully collectible except those doubtful accounts for which a 100% allowance is accounted for.

Even if one particular brand or a global mobile operator would represent a substantial percentage of the company’s trade
receivables, the company is dealing with the individual affiliated companies who are free to negotiate and manage their own

contracts and placement of purchase orders. All these aﬁihated companies have different credit risk profiles and benefit from
different terms and conditions.

(7) INVENTORIES

Raw materials (mainly electronic components) and work in progress are stated at lower of cost (FIFO method) or net
realizable value

Finished goods inventories are stated at the lower of cost and net realizable value. Cost comprises direct materials and where
applicable, direct labor costs and those overheads that have been incurred in bringing the inventories to their present location
and condition. Cost is calculated using the weighted average method.

The company reviews inventories of slow-moving or obsolete items on an ongoing basis and creates allowances if needed.

(8) PROPERTY PLANT AND EQUIPMENT

The company's property and equipment, including dedicated production equipment, is recorded at purchase price.
Depreciation is computed using the straight-line method over the estimated useful lives of the assets, which are as follows:

Machinery and computer equipment 2 to 10 years \
Furnitures and Vehicles 5 years

Leasehold improverments 310 9 years

(9) ACCOUNTING FOR LEASES

Lease operations can be divided into two types of lease: |

- Finance lease

Leases under which the company assumes a substantial part of risks and rewards of ownership are classified as finance
leases. They are measured at the lower of fair value and. the estimated present value of the minimum lease payments at the
inception of the lease, less accumulated depreciation and impairment losses.

Each lease payment is allocated between the liability and finance charges so as to achieve a constant periodic rate of interest
on the finance balance outstanding, The corresponding rental obligations, net of finance charges, are included in long-term
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payables. The interest element is charged to the income statement cver the lease period. Assets under finance lease are
depreciated over the useful fife of the assets according to the rules set out by the company.

- Operating lease

Leases under which a substantial part of risks and rewards of ownership are effectively retained by the lessor are classxﬁed as
operating leases. Payments under operating lease are considered as an expense in the income statement.

(10) INTANGIBLES
(A) RESEARCH AND DEVELOPMENT COSTS AND RELATED GOVERNMENT RESEARCH FUNDING

Research expenditure is recognized as an expense as incurred.

The company follows the cost reduction method of accounting for government research funding whereby the benefit of the
funding is recognized as a reduction in the cost of the related expenditure when certain criteria stipulated under the terms of
those funding agreements have been met, and there is reasonable assurance the grants will be received.

Costs incurred on development projects {relating to the design and testing of new or improved products) are recognized as

intangible assets pursuant IAS 38 Infangible Assets if following criteria of compliance are met and the company can
demonstrate:

- the technical feasibility of completing the intangible asset so that it will be available for use or sale;

- its intention to complete the intangible asset and use or sell it;

- its ability to use or sell the intangible asset;

- how the intangible asset will generate probable future economic benefits (e.g. existence of a market or, if it is to be used
internally, the usefulness of the intangible asset);

- the availability of adequate technical, financial and other resource to complete the development and to use or setl the
intangible asset;

- its ability to measure reliably the expenditure attributable to the intangible asset during its development.

The Board of Directors decided on February 26,2005 that based on the lifecycle of components, chipsets and commerci al roll
out of the projects depreciation of 2 years seems appropnate

The amortization of capitalized development costs is recogmzed in the income statement under the caption “Rwearch and
Development costs”.

Other development expenditures are recognized as an expense as incurred. Research and Development costs recognized in
the previous accounting year as an expense cannot be recognized as an asset in a subsequent period. Development costs that
have a finite useful life that have been capitalized are amortized from the commencement of the commercial shipment of the
certified product on a straight-line basis over the period of its expected benefit, not exceeding two years.

Capitalization of development costs as detailed above creates a taxable temporary difference. Accordingly, a deferred tax
liability has been accounted for in this respect.

(B) OTHER INTANGIBLES ASSETS

The company’s other intangible assets include licenses, re;corded at purchase price, which are acquired for the integration into
its products or as a means for exploitation and software for Material Requirements Planning (MRP) and consolidation

purposes. Amortization is computed using the straight-line method over the estimated useful lives of the assets, which are as
follows: 1,5 to 5 years.

(11) IMPAIRMENT

The carrying amounts of the company’s assets, other than inventories (refer accounting policy 7) and deferred tax assets
(refer accounting policy 4), are reviewed whenever events or changes in circumstances to determine whether there is any
indication of impairment. If any such indication exists, the recoverable amount of the asset is estimated in order to determine
the extent of the impairment loss (if any). Where the asset does not generate cash flows that are independent from other
assets, the Company estimates the recoverable amount of the cash-generating unit to which the asset belongs.

For intangible assets initially recognized that do not meet the criteria described here above (refer accounting policy 10 A), an

impairment loss is recognized.
Impairment losses are recognized in the income statement.
An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount.

An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortization, if no impairment loss had been recognized. A reversal of an
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impairment loss is recognized as income immediately, unless the relevant asset is carried at a revalued amount, in which case
the reversal of the impairment loss is treated as a revaluation increase.

(12) TRADE PAYABLES

Trade payables are stated at their nominal value.

(13) WARRANTY

The company provides warranty coverage on its products from date of shipment and/or date of sale to the end customer. The
warranty period is in line with the concerned legislation and ranges from 12 to 24 months, determined by the-location of the
customer, The company’s policy is to accrue the estimated cost of warranty coverage at the time the sale is recorded.
Warranty on sales from the e-shop of the company and sales outside European Union are limited to not more than one year.

(14) SHARE -BASED COMPENSATION

In February 2004, the IASB published IFRS 2 Share-based Payment. This standard requires share-based payments made to
employees to be recognized in the financial statements based on the fair value of the awards measured at grant date.

Option adopted IFRS 2 on 1 January 2005 and restated the comparative 2004 figures by recognizing an additional
compensation expense. In conformity with IFRS 2, Option applied the new share-based payment accounting requirements to
all warrants granted after 7 November 2002 which had not yet vested at 1 January 2005.

The cost related to those warrants was determined at the fair value of the warrants at their respective grant date. The total
cost calculated as such is expensed over the vesting period of the respective warrants, The fair value of the warrants was
determined taking into consideration the warrants’ exercise price, the market value of the underlying shares at the grant date,
the time value of money, the expected life of the warrants, the expected volatility of the shares and the expected dividend
yield. ‘
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NOTE B: Risk factors

Option’s business is subject to significant risks and paét performance is no guarantee of future performance. Some of the

bypothetical risks the Company could mention in line with the New Belgian Corporate Law of January 13,2006 are:
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Option depends on third parties to offer wireless data communications services. If these services are not deployed as
anticipated, consumers would be unable to use Option innovative products and revenues could decline.

The Company is outsourcing manufacturing of its products to third parties and can be dependent upon the development
and deployment of these third parties’ manufacturing abilities. The inability of any supplier or manufacturer to fulfill
the Company’s supply requirement could impact future results. The Company has short term supply commitments to its
outsource manufacturers based on its estimation of customer and market demand. Where actual results vary from those
estimates, whether due to execution on Company’s parts or market conditions, Option could be at commercial risk.

The Company received in 2005 revenues from two single groups of companies of 10% or more whereas one particular
group represents about 51% of the Company’s revenue. The 2005 revenues could be spread over two global groups of
companies of respectively 51% and 16% whilst in'2004, on particular group represented two thirds of the Company’s
tumover.

The Company is dealing with the individual afﬁhated companies who are free to negotiate and manage their own

contracts and placement of purchase orders, All these affiliated companies have different credit risk profiles and benefit
from different terms and conditions.

Competition from bigger more established companies with greater resources may prevent Company from increasing or
maintaining its market share and could result in price reductions and reduced revenues.

The wireless data industry is intensely competitive and subject to rapid technological change. Compennon might
further intensify. More established and larger companies with greater financial, technical and marketing resources can
start selling products that might compete with Company products. Existing or future competitors may be able to
respond more quickly to technological developments and changes or may independently develop and patent
technologies and products that are superior to those of the Company or achieve greater acceptance due to factors such
as more favorable pricing or more efficient sales channels. If Company would be unable to compete effectively with

competitors’ pricing strategies, technological advances and other initiatives, its market share and revenues may be
reduced.

Option may have difficulty managing its growth, which may damage its ability to retain key personnel and to compete
effectively.

The market is evolving rapidly. In an environment of shorter product life cycles if Option would be unable to design
and develop new innovative products that gain sufficient commercial acceptance, the Company may be unable to
recover its research and development expenses and: the Company may not be able to maintain its market share and the
revenues could decline. ' v _
The Company depends on designing and developing new products that might not been commercially tested to achieve
much of the future growth of the Company. The ability to design and develop new products depends on a number of
factors, including, but not limited to the following; .

- the ability of the Company to attract and retain skilled technical employees;

- theavailability of critical components from third parties;

- the ability of the Company to successfully complete the development of products in a timely manner;

- the ability of the Company to manufacture products at an acceptable price and quality.

A failure by the Company or its suppliers in any of these areas, or a failure of these products to obtain commercial
acceptance, could mean the Company is unable to recover its research and development expenses and could result in a
decrease in its market share and its revenues.

NOTE C: Business segments and geographical spread

Segment information is presented in respect of the Group’s business and geographical segments. The Group.is following \ip
on its activities on a project-by-project basis, whereby each project includes one of more products with similar technologies.

As from 2004, Option evolved to a product Company with only one remaining business segment, namely equipment. sales.
Although Option has an extended product range, the Company believes that they can be looked at as belonging to a single
operating segment as the products have similar economic characteristics and they are similar in each of the following
categories:

- the nature of the products

- the nature of the production processes

- the type or class of customer for these products

- the methods used to distribute the products

- the nature of the regulatory environment for these products.

30




The Group considers the newly acquired wireless router business also to be included in the Company’s sin‘gle segment,
because of the economic characteristics mentioned above. Not only do the wireless routers include the same technology as

the data cards, the business is also oriented to the same distribution channels. The financial impact of the acquired wireless

router business was immaterial in full year 2005 as the activities only started end October 2005.This business unit is therefore
included, for segment reporting purposes, in the sole data cards segment.

The segment results, assets and liabilities include items directly attributable to the segment as well as those.elements that can
reasonably be allocated to that one segnient.

All 2005 revenues were originated from equipment sales, whilst in 2004, 97% of the previous year revenues ongmated from
equipment sales and 3% of revenues were derived from OEM development agreements.

3G data cards represented 88 % of unit sales during the year while most non-3G cards incorporated EDGE Percentages were
similar across the year as whole.

Origination of sales Decémber 31,

Data cards

97%
Other

s 3%

Most of the equipment sales occur under global or international mobile brands and are invoiced to their local, national and
partnership network operators, resulting in a spread risk of a vast portfolio of sound and different accounts receivable.

93% of the company's revenues are obtained within Europe compared with 98.6% in 2004. Given the limited number of
customers, the company is following up on its sales efforts on a global basis, rather than one regional basis.

2005 Geographical spread 2004 Geoyraphical spf_ead

NOTE D: Business combinations

In October 2005, Option acquired the router business activities of Possio AB. The assessment of the indicative fair value of
the assets related to the acquisition of the new wireless business activities has been conducted by an independent appraiser.
Following the report of the independent appraiser, the Board of Directors agreed that the consideration price paid at the time
of acquisition could be allocated to the following underlying assets:
- the patents granted in Europe and US which are the intellectual property rights goveming the concept of a Wireless
Router interconnecting wide area cellular access with local area wireless connectivity,
- The distribution contracts

- The development costs of software adequacy
- Tangible fixed assets.

The fair value of the acquired tangible fixed assets amounted to EUR 106k and to EUR 1 894k for the intangibles. There was
no good- or badwill resulting from this transaction. We.refer to the note L: Property, plant and equipment and note M:

i
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Intangibles assets of the financial statements in this annual report for further details about the identified assets in pursuance of
business combinations..

NOTE E: Additional information on operating expenses by nature

Depreciation, amortization and impairment loss are included in the following line items in the income statement in 2005:

_ Depreciation on property and ~ Amortization and impairment loss on Total
Thousands EUR. equipment intangible assets ]
Cost of products sold 308 - 1308
Research and development expenses......... 1960 4945 6905
Sales, marketing and royalties expenses.... 25 18 43
General and administrative expenses........ 185 101 286

Total 2478 5064 . 7542 S L

Payroll and related benefits are included in the following line items in the income statement:

Thousands EUR 2005 2004
Cost of products sold 1814 1246
Other operating eXPEnSses ... ccesmesercrsersies: . 8258 4667
Total 10072 5913

We refer to note F: Payroll and Employee Benefits of the financial statements in this annual report for further information.

The operating result includes also the grant received by the Flemish Innovation Institute I.W.T. for an amount of EUR 35k ,,
(2004: EUR 34k), E

The Research and development expenses as incurred amounted to EUR 332k (2004:EUR 269k).

NOTE F: Payroll and related benefits

December 31, 2004
Thousands EUR
‘Wages and salaries ... . 4065
Compulsory social secumy contnbut:ons 1422
Other personnel expense; 213
Contributions to pension plan 213
5913
) Total number of people registered at year-end 196
b) Average number of people registered in full time equivalent 164
Warkers . . 44
Employees 113
Management 7

As from 2003, Option NV and two of its subsidiaries contribute to local pension funds, which are managed by high rated
insurance companies. It concerns defined contribution schemes and the contribution can be partially fixed and partially
related to the operating profit. The contributions to the pension funds amounted to EUR 160k (2004: EUR 213k).

NOTE G: Finance costs

December 31,

Thousands EUR ...t e s sseesssrssssesscsoresess 0 2004

Interest income .. 374

Interest expense (176)

Net foreign exchange gams/(losscs) 573

Other, including payment discounts to customers and bank fccs ....... _(145)
623
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The total exchange rate losses amounted to EUR 2 243k or 1.13% of total revenues of 2005 mainly due to open purchase

inveices in USD.

NOTE H: Tax expense

December 31, : 2004
Thousands EUR
Profit before tax 12 969
Current tax (expensc) (1523)
DEferred 12X (EXPOISE). . ouiserisisereinisraesarrines simssusenersesesersrsrasssassssbetsrsessenatstestsnsnsnsnss toasesovesasasssaseasssss sessains (3698)
Total tax expense (5221)
Average effective tax rate 22.7%
RECONCILIATION OF EFFECTIVE TAX RATE
Profit before tax 22969
Adjustments on taxable basis
Non-deductible amortization of intangibles............. 0
Expenses not deductible for tax purposes 3894
Non taxable-income e (192)
26 671
Aggregated weighted tax rate’ 19.6%
Tax at aggregated welghted tax rate (5221)
Over/(under) provided in prior years -
Total tax expense {5221)

NOTE I: Cash and cash equivalents

December 31, 2004

Thousands EUR.............

Bank current aCC0UNLS w.v. e nrcveccnrorirersrsinisiesisisssnmossnecons 31612

Cash : 0
31612

NOTE J: Trade and other receivables

December 31,

2004
Thousands EUR..........
Trade receivables 15 605
Allowance for doubtful accounts (9%
15507
Tax receivables...... 250" -
OHher 16CEIVADIES ... rvecserimersiassaecsssesaressserassss 634
884
16 391

Amongst the customers with open receivables representing more than 10% of the total trade receivables of the Company at
year-end, the following disclosure can be made on a no name basis, considering legal entities belonging to the same global

brand as a separate customer:

' The aggregated weighted tax rate is calculated by applying the statutory tax rate of each country (mainly Belgium and Ireland and to a
lesser extent Germany and Sweden) on the profit before tax of each entity and by dividing the resulting tax charge by the total profit before

tax of the Group.

i
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2004

Customer A 1 23%
Customer B 16%
Customer C 11%
Customer D Below 10%
Customer E

Below 10%

This indicates a sound client portfolio and collection policy.

NOTE K: Inventories

December 31,

Thousands EUR % 2004 %

Raw materials .......... 51.2% 3274 58.9%

Work in progress ... 42.5% 1374 24.7%

Finished goods 6.3% 912 16.4%

5560
NOTE L: Property, Plant and equipment
Machinery
and computer Fumniture and  Leasehold  Total Total

Thousands EUR . equipment Vehicles improvements - 2005 2004
Acquisition cost :
Balance at end of previous year ........ 10 180 427 320 10927 9136
Additions N 7412 185 - 1597 1915
Additions through business combinations . 103 3 - 106 [}
Disposals and cancelation ...l iesescseseies (32 - - 32) (122)
Other movements R - - - - (2)
Balance at end of year : 17 663 615 320 18598 10927
Depreciation
Balance at end of previous year (7173) (308) (256) (7737) (5944)
DEPIECIALION covvsirniicrerimisinir sttt b eren st s sens (2412) (46) (20) (2478) (1915)
Disposals and cancellation . . 32 - - 32 122
Other movements ......ovevurerent - - - - -
Balance at end of year. (9 553) (354) (276). (10183) (7 737)
Carrying amount :
at 1 January ; 3007 119 64 3190 3192
at 31 D ber 8110 261 44 8 415 3190
Leased assets

Assets recorded under capitalized agreement included in property, plant and equipment consist of the following:

December 31, 2004
Thousands EUR

Machinery and equipment 3145
Accumulated depreciation (1939)
Net carrying amount 1206
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NOTE M: Intangjble assets

Capitalized

Concessions, Total Total
Thousands EUR.... development patents, licenses Software 2005 2004 .
Acquisition cost :
Balance at end 0f Previous Year. .o omenmmrmsionsirmecnscrsins 10407 1748 947 13-102 7027
Additions 244 733 131 1108 1526
Additions through business combinations............... - 1644 250 1894 . B
Expenditures on product development 6070 - - 6070 5150°
Disposals and cancellation (24) - - 4 {601)
Other movements....... - - - - -
Balance at end of year 16 697 4125 1328 22150 13 102
Amortization and Impairment loss
Balance at end of previous year, (4 874) (409) (796) (6 079) (3951)
Amortization . - (794) (203) ©97) - (1643)
Amortization for expendmxres on product developmem (4 065) - - (4 065) (1087)
Impairment loss .. 2) - - 2) -
Disposals and cancellation - - 24 24 602
Balance at end of year - (8941) (1 203) ~ (975) (11 119) (6 079)
Carrying value
at 1 January 5533 1339 151 7023 3076
at 31 December 7756 2922 353 11 031 7023

Regarding capitalized development projects, the Board of Directors decided on February 26,2005 that based on the lifecycle
of components, chipsets and commercial roll out of the projects depreciation of 2 years seems appropriate.

Concerning other intangible assets, amortization is computed using the straight-line method over the estimated useful lives of

the assets, which are as follows: 1,5 to 5 years.
The impairment loss on capitalized development projects amounted to EUR 2k.

NOTE N: Deferred taxes assets and liabilities

RECOGNIZED DEFERRED TAX ASSETS AND LIABILITIES

ssets

December 31, 2004 2004
Thousands EUR.....ccocevrenen

Property, plant and equipment............ 61 - 61
Intangible assets.............c.. - {1 545) (1 545}
INVENIOTIES .ovvecrrerasensseeriens - C- -
Other items.... 1216 ' - 1216
Tax value of 1058 CAITY fOTWArdS .....cccvirniiimmiriserisonminnionermnim et 5037 - 5037
Gross tax assets/(liabilities). 6314 (1 545) 4769
Set off of tax - - -
Net tax assets/(liabilities) (825): (1 .545) 4769

At the end of 2004 the total tax losses carried forward of the individual group companies amounted to EUR 14 822 k whereas

at the end of 2005 all group companies were in a taxable position.

NOTE O: Trade and other payables

December 31, 2004

Thousands EUR.......cocinnnesn

Trade payables " 15712

Salaries, tax and payroll related Habiliies ....vversieecriviincnie s sssssssassans 1196

Income tax payable.....oeunne 1503

Accrued expenses and deferred income 1998
20409

The trade payables increased by EUR 28 016k reflecting the increasing business.
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Based on the production statistics, the company decided in 2005, to increase the 2004 accrual for warranty of EUR 255k to

EUR 282k to cover possible costs related to this wammanty. This accrual has been recorded under the section “Accrued
expenses and deferred income™.

NOTE P: Debt and lease commitments

Non-current portion of long-term debt
Non-current portion of 1ong-term debt consisted of the followmg

2004
December 31,
Thousands EUR..
Financial leases 286
Subordinate loans............ 222

In 2003, the Company obtained from the Flemish Innovation Institute LW.T. a subordinated loan of EUR 222K to support
Option’s innovative efforts in the Wireless LAN area and seamless transition to the GPRS PC data cards. This loan is
reimbursable in 12 quarterly instaliments of 18 500 euro as from March 2007 and the interest rate is 7.95%.

2006 2007 2008 2009 2010+
TWT loan-base amotnt ........eeeeerrresiimrrninssnsiesniessereasserenens 0 74 74 74 0
IWT Loan-interests ....c..oovviorivecveecrsreressnasans ) Q 34 29 23 0
IWT loan-total .... 0 108 103 97 0

Current portion of long-termn debt ‘
Current portion of long-term debt consisted of the following:

December 31, 2004
Thousands EUR
Current portion of financial leases

911

The loan will be repaid in 2006.

Operating leases
The Company has leases for office locations and car rentals

Minimum annual lease payments under operating leases that have initial or remaining non-cancelable lease terms in excess
for one year are as follows:

Operational Jeases, thousands EUR ... 2006 2007 2008 2009 2010+
Office rent 588 598 599 594 436
Car rental .. oo ‘ 284 284 284 284 284
Office equjment rcntal 6 [ 6 6 6
Total - ‘ 878 888 889 884 726

Total rental expense on operating leases was EUR 823k in 2005, EUR 571k in 2004.

There are no covenants on the operational leases.

NOTE_Q: Credit facilities

Floating charges over the Company's business in favor of Fortis for past credits were:

Thousands EUR 2005 2004
Pledge expires on November 4%, 2010 1977 1977
Pledge expires on May 20®, 2006 682 ‘ 682
Pledge expired on January 31 %, 2005 ' - : 341
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NOTE R: Shareholders’equity

We refer to the section Consolidated statement of shareholders equity of this annual report regarding the detail of the equity
components,

Capital structure

Shares Warrants T Warrants S
December 31“, 2003 ' 9285231 381650 99564
March 29%, 2004 © 62923 - (62 923)
April 20%, 2004 551 724 - -
June 30%, 2004 26513 - (26 513)
September 24™ 2004 © 178 963 (174 100) (4 863)
Forfeited ‘ - (380) (5 265)
December 31%, 2004 . 10 105 354 207 170 0
September 23rd, 2005 . 206970 (206 970) -
Forfeited . - (200) -
December 31%, 2005 110312 324 0 -

The authorized share capital comprises 10 312 324 ordiﬂary shares, for an amount of EUR 6 116k. The shares have no par
value. ‘

On September the 23" 2005, 206 970 new shares were issued. As a result the capital and the share premium increased
respectively by EUR 122k and EUR 396k. All shares held in the company carry the same rights.

The issuance costs related to the capital increase amounted to EUR 3k for 2005 (2004; EUR 405k).

Warrants

On the 22" of October 1999, the Company issued an Employee Stock, in which 171 277 warrants “S” were created in favor
of employees and management. 161 504 warrants were granted to and accepted by the employees and management of the
Company. The execution price was fixed at 11USD. Every warrant entitles the holder to one share. 4/5 of the warrants could
be executed from January 2003 until October 2004. The ‘remaining 1/5 could be executed from January 2004 until October
22,2004, The warrants were lost in case the employee or manager concerned had left the Company prior to the executlon
dates except for decease and permanent disablement. At the end of 2004, no warrants “$” were outstanding.

End of 2005 there were no warrants outstanding, All warra.nts that have been granted to beneficiaries active in the Option

group under the warrant plan *T’, which the Board of Directors created in February 2002 and implemented in July 2003,
were executed during the course of 2004 and 2003,

Share-based payment reserve

Option adopted IFRS 2 Share-Based Payment on 1 January 2005 and restated the comparative 2004 figures by recognizing
an additional compensation expense. In conformity with IFRS 2, Option applied the new share-based payment accounting
requirements to all warrants granted after 7 November 2002 which had not yet vested at 1 January 2005.

The cost related to those warrants was determined at the fair value of the warrants at their respective grant date. The total
cost calculated as such is expensed over the vesting period of the respective warrants. The fair value of the warrants was
determined taking into consideration the warrants® exercise price, the market value of the underlying shares at the grant date,
the time value of money, the expected life of the warrants, the expected volatility of the shares and the expected dividend

yield. We refer to note T Share-based payment plans of the financial statements in this annual report for additional
information. ‘

Translation reserves ‘ _
The translation reserves comprise all foreign exchange differences arising from the translation of the financial statements of
foreign entities such as our Swedish subsidiary.

NQTE 8: Eamings per share

The company calculates basic earmings (loss) per shdre based on the weighted-average number of common shares
outstanding for the year. If, in a reporting period, the company had outstanding dilutive stock options and warrants, the
diluted earnings (loss) per share are calculated using the treasury stock method.

The following is reconciliation from basic eamings per share to diluted eamnings per share for each of the last two years:
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Earnings per common share 2004
Net Profit {in Thousands EUR)......cccuvmmrereemrsnrinmsrnssn 17748
Weighted average shares of common stock outstanding:

Basic 9 780 568
Effect of warrants 344420
Diluted 10 124 988
Per Share (in EUR)

Net Profit per basic share 1.81
Net Profit per diluted share 1.75

NOTE T: Share-based payment plans

The Board is of the opinion that it is important to create a financial climate whereby the employees are ‘motivated and
stimulated to be part of the growth of Option and to co-operate to the improvement of the financial results of the company.
The Board wanted to obtain this goal by giving the employees the possibility to participate in the capital of Option.

Equity-settled share option plan

Warrants ‘S’ : '
On the 22° of October 1999, the Company issued an Employee Stock, in which 171 277 warrants “S” were created in favor
of employees and management. 161 504 warrants were granted to and accepted by the employees and management of the
Company. The execution price was fixed at 1 1USD. Every warrant entitles the holder to one share. 4/5 of the warrants could
have executed from January 2003 until October 2004. The remaining 1/5 could be executed from January 2004 until October
22,2004, The warrants were lost in case the employee or manager concerned had left the Company prior to the execution
dates except for decease and permanent disablement. At the end of 2004, no warrants “S” were outstanding.

‘We refer to note R: Sharcholders’ equity for additional information regarding the capital structure.

Warrants ‘T’
On February 6th, 2002, the Board authorized the creation of 440 000 Warrants *T°.

In its meeting of July 3rd, 2003, the Board of Directors granted 395 750 warrants to beneficiaries active in the Option group
under the warrant plan “T’. 385 $50 warrants were accepted. For 355 950 warrants, the execution price was fixed at EUR
221 per share, for the remaining 30 000 warrants granted to and accepted by Mondo, the management company owned by
the CEO, the execution price was fixed at EUR 4.32 per share.

Every warrant entitles the holder to one share. 50% of the warrants were executable one year after they were granted. The
remaining 50% were executable one year later. On Termination of Employment for any other reasons than decease and
permanent disablement, the execution of the warrant was subject to following regime: after the first anniversary of the offer
date but before the second anniversary of the offer date: 20 percent of the warrants held by the warrant holder lapsed
automatically and 80 percent of the Warrants were executable for a period of 6 months calculated from the terminate date.
Warrants not exercised lapsed automatically. ‘

On December 31, 2005, after the second execution in September 2005 of the warrants granted to the Company’s employees
and management, no more warrants "T' were outstanding. ‘

Warranty activity for the plan T during the past years was as follows:

Execution Price | Execution Price Weighted
Warrants Warrants Total . Warrants Warrants Average
Employees Mondo Warrants T Employees Mondo Exercise Price
07/2003 355 950 30 000 385 950 ‘ 2.21 4.32 2.21
Executed
Forfeited (4 300) (4 300)

2003 351 650 30 000 381 650 ‘ 221 4.32 2.38
Executed (174 100) 174100y | 221 432 221
Forfeited (380) (380)

2004 177170 30 000 207170 2.21 4.32 2.52
Executed (176.970) (30 000) (206.970) 2.21 4,32 2.52
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Forfeited (200) (200)

2005 0 0 0 ‘ 2.21 432

The weighted average price at the date of exercise for share options exercised during the period was EUR 2.21 for the

warrants hold by the employees and EUR 4.32 for the warrants held by Mondo, the management company owned by the
CEO. .

The inputs into the Black-Scholes model at grant date were as follows:

Expected volatility . 39.09%
Expected life : 5

Expected dividends L0.00%
Risk free rate 2.12%

The Company recognized total expenses of EUR 115k and EUR 196k related to equity-settled share-based payment
transactions in 2005 and 2004 respectively.

NOTE U : Contingencies

The company is not involved in any material, legal or arbitration proceedings.
Under license agreements, the company is committed ;to royalty payments using certain essential patents intellectual
property rights (IPR) - to be used in 2.5G and 3G wireless products. The company has progressively entered into license

agreements with the basic patent holders, which brought down the uncertainty associated with such unasserted claims -

significantly. As in the prior fiscal year, the company has continued te recognize its current best estimate of the obligations.
The company believes it has adequately accrued for those essential patents at December 31, 2005. In the opinion of

management, the amount of any ultimate liability with respect to these actions will not materially affect the company’s
consolidated financial position.

NOTE V: Related parties transactions

One conflict of interest in the course of 2005 needs to be reported to the Shareholders’ General Meeting under articles 523
and 524 of the Belgian company Act. These articles relate to the requirement to declare any actions that might be construed
as conflicts of interest.

In 2008, the Board of Directors of Option NV agreed to grant two directors of its Irish subsidiary Option Wireless Ltd, the
amount of EUR 2k for their board membership and EUR 2k per meeting of the Irish board attended.

The two directors concerned are Mr. Jan Callewaert and Mr. Philip Vermeulen,

Board of Directors compensation

In 2005, the compensation for the Board of Directors amounted to EUR 50.8k.

Name Board meetings Audit Remuneration Total remuneration
attended Committees | committee attended | In thousands EUR
attended (1) ()

Dirk Beeusaert (2) 11 NA NA 25 (3)
Alex Brabers (2} 0/1 NA NA 1.2 (3)
Jan Callewaert 5I5 5f5 NA 124 4)
Arnoud De Meyer 5/5 5/5 33 124-
Triakon represented by 3/5 NA NA 9.9
Lucien De Schamphelaere :
Philip Vermeulen 5/5 515 33 124

- 1(2) Board Members till Annual Meeting of March 31,2005

(1) Till 2005, Audit Committees attendance were not separately ré:nunwated

(3) Amount paid to GIMV Limited Company on which proposal of director was appointed
(4) Excluding remuneration amount of EUR 248k to his management company regarding management services to the company
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The CEO of the company is the owner of a management company that is performing management services for the company.
The remuneration for these management services of EUR 248 k per annum is unchanged compared to 2004 and was
approved by the rernuneration committee.

End 2005, the outstanding receivable towards Pepper NV (100% Jan Callewaert) amounted to EUR 51k.

Executive officers compensation

For the year 2005, an aggregate gross amount of EUR 687k was attributed to the six Vice Presidents. Of this amount, EUR
13k was accrued as variable pay relating to 2005 performance. For the members of the Executive Commitiee, benefits
include an extra-legal pension scheme, the cost of which amounted to BUR 64k.

During 2005, no stock options were granted to Board of Directors and executive officers. Mondo, the management company
owned by the CEO and the six Vice Presidents exercised 120 000 warrants T.

NOTE W: Explanation of transition to IFRSs

The last financial statements under US GAAP were for the year ended 31 December 2004.

Following IFRS! Presentation of financial statements, the Company’s date of adoption for IFRS is January ‘1st 2004 being ’
the first annual accounting period for which consolidated financial statements will be prepared in accordance with IFRSs.

Reconciliation of equity at 1 January 2004 (Date of transition of IFRSs)

Share-
: based
Issued Share payment Retained

Thousands EUR capital  premium  reserve  eamings Tatal |
As per January Ist 2004 (US GAAP) c.cuceeue.. 5510 35118 0 (21478} 19 150
Impact IFRSs adjustment on development costs. : 1190 1190
Deferred tax impact on IFRS adjustments........... . (451) (451)
Share-based payments 49 49
As per January 15t 2004 (IFRSS) c.iceneiisisasene 5510 ‘35118 49 (20739) 19938 ) )

Under [FRSs, costs incurred on development projects (reléting to the design and testing of new or improved products) were
capitalized if certain criteria are met. The retrospective application of IAS 38 Intangible assets results in the recognition of
development expenditure in the IFRS opening balance sheet.

The recognition of deferred tax liabilities related to the adjustment on development costs,

In conformity with IFRS 2 Share-based Payment, Option applied the new share-based payment accounting requirements to
all warrants granted after 7 November 2002 which had not yet vested at 1 January 2005.

Reconciliation of balance sheet at 31 December 2004

IFRSs

Note US GAAP

. December 31¥, December 317,
Thousands EUR : 2004 2004
ASSETS :
Cash and cash equivalents, SRR 31612 31612
Trade receivables...........ovcienene | 15 507 15507
Oher T6CIVAIES.....uoviiiirr e smssssresc bt ssnsassssirinins 834 884
Inventories... v e ans © 5560 5560
Current deferred taxes 1654 0
Total current assets 55217 53 563
Property, Plant and eQUIPMENT ...cvvevsinicrinnsserimennaresesensssmesiseanenns 3190 3190
Intangible assets ..., 1 1770 7023
Deferred taxes.......... 2 3157 6314
Total non-curreat assets | 8117 16 527
Total Assets \ 63 334 70 090
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LIABILITIES AND SHAREHOLDERS’EQUITY
Trade payables

15712

15 712
Salaries, tax and payroll related liabilities. I 196 2699
Accrued expenses and deferred income 1998 1998
Current portion of long-term debt........oeicniecnenmsenein o 911 St
Total current liabilities 19 817 21320
Subordinated long-term debt " 222 22
Non-current portion of long term debt...........orvrerecrrenneens 286 286
Deferred taxes. 2 0 1545
Total non-current liabilities 508 20583
Issued capital 3 5994 5694
Share premium ...... 3 43 469 43469
Reserves ........ 3 0 245
Retained earnings 3 (6 454) (2951
Total shareholders® equity 3 43009 46717
Total liabilities and shareholders’ QUILY ceweimmiimimssiiessisses 63 334 70 690

2005

Explanation of material adjustments to the balance sheet for 1 January

Note 1: Intangible assets

Costs incurred on developments projects (relating to the design and testing of new or improved products) are recognized as

intangible assets pursuant IAS 38 Intangible Assels.

Capitalized Concessions, Software Total
development patents,

Thousands EUR licenses
Acquisition cost k :
Balance at end of year under US GAAP ... s 4029 1748 947 - 6724
Expenditures on product development 2003 1228 - - 1228
Expenditures on product development 2004.......ccvirinrerancrsrosinsiivnmmens 5150 - 5150
Balance at end of year under IFRSs 10 407 1748 947 13 102
Amortization .
Balance at end of year under US GAAP b (3 749) (409) (796) (4 954)
Amortization for expenditures on product development 2003 ... (38) - - - {38)
Amortization for expenditures on product development ...... rne (1087) - - (1087)
Balance at end of year under IFRSs (4 874} (409) (796} (6 079)
Carrying value .
at 31 December 2004 (US GAAP) 280 1339 151 1770
at 31 December 2004 (IFRSs) ‘ 5533 1339 151 7023

Note 2: Deferred taxes

Capitalization of development costs as detailed above creates a taxable temporary difference. Accordingly, a deferred tax

liability has been accounted for a total of EUR 1 545 k in 2004.

Note 3: Reconciliation of equity at 31 December 2004 (date of last US GAAP financial statements)

: Share-based
Issued Share payment  Retained

Thousands EUR ' capital  premium  reserve (*) earnings Total
As per 31 December 2004 (US GAAP) vuinerers 5994 .43 469 0 (6454) 43 009
lmpact IFRS adjustments on the profit 2003 ....... 740 740
“Impact IFRS adjustments on the profit 2004 ....... 2723 2723
Share-based payments impact on equity 2003..... ! 49 49
Share-based payments impact on equity 2004..... : 196 196
As per 31 December 2004 (TFRSS)...cumirersrsssrens 5994 143 469 245  (2991) 46 717
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i (*) Share-based payments

Option adopted IFRS 2 Share-based paymenton 1] anuaf'y 2005 and restated the comparative 2004 figures by recognizing an
additional compensation expense. In conformity with IFRS 2 Share-based Payment, Option applied the new share-based
payment accounting requirements to all warranis granted after 7 November 2002 which had not yet vested at 1 January 2005.
The cost related to those warrants was determined at the fair value of the warrants at their respective grant date. The total
cost calculated as such is expensed over the vesting period of the respective wamrants. The fair value of the warrants was
determined taking into consideration the warrants’ exercise price, the market value of the underlying shares at the grant date,

the time value of money, the expected life of the warrants, the expected volatility of the shares and the expected dividend -

yield.

Reconciliation of profit 2004 (date of the last US GAAP financial statements)

: Note IFRSs
US GAAP Decembe
Thousands EUR December r31%,
i 31%, 2004 2004
Revenues : 102 512 102 512
Cost of products sold . _(52978) (53 010)
Gross Profit 49 534 49 502
Rescarch and development expenses..... ‘ 4 (14 340) (10359)
Sales, marketing and royalties expenses. ‘ (1281%) (12 839%)
General & administrative expenses, SRR 3836 3 958
Total Operating expenses : (31 054) (27 156)
Profit from operations 18 480 22 346
Finance costs v : 623 623
Profit before income taxes 19 103 22 969
Tax expense 5 (4 078) (5221)
Net Profit ; 15 025

17748

Explanation of material adjustments to the profit 2004

Note 4. Research and development expenses

The IFRS adjustments that had an impact on the net result of for the year ended December 31,2004 are related to the
capitalization of the research and development costs and the IFRS2 Share-based payment.

Note 5: Tax expense
The tax impact related to the above adjustments has been accounted for the year ended December 31,2004.

Explanation of material adjustments to the cash flow statement for 2004 (date of the last US GAAP financial
statements)

IFRSs

Note
: ‘ US GAAP Decembe

Thousands EUR I December r31Y

‘ 31% 2004 2004
OPERATING ACTIVITIES
Net Profit (A) 15025 17 748
Non cash adjustments
Depreciation and 8mOrtiZzation .........ummemmmsisinencrivssemoessimes st 6 3558 4 645
Equity-settled share based payment expense. ‘ 7 0 196
Tax expense 3 4058 . 3698
(Reversal of) write-0ffs on inventories........oorvurereene. {90) (90)
(Reversal of) write-offs on trade debtors.. 32 32
Total non cash adjustments (B) 7558 8481
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Change in assets and liabilities

Decrease/(increase) in trade receivables ‘ (8 577) (8577
Decrease/(increase) in inventories (3 302) (3302)
Decrease/(increase) in other receivables ! (314) (314)
Increase/(decrease) in trade payables 9308 91308
Increase/(decrease) in salaries, tax and payroll related liabilities: . 8 101 1605
Increase/(decrease) in accrued expenses and deferred income ........o.overn. (1.552) (1552)
Total change in assets and liabilities (C) ‘ {4 336) (2832)
Income tax (pald)/received (D) ‘ 0 (]
CASH FLOW FROM OPERATING ACTIVITIES.......nuunitrermcresnen: 18 247 23 397
INVESTING ACTIVITIES .
Acquisition of intangible fixed assets ; (1 526) (1 526)
Expenditures on product development [SPRRRO (5 150)
Acquisition of property and equipment (1915) (1915)
CASH FLOW USED IN INVESTING ACTIVITIES (E) cssssressste (3441) (8591)-
FINANCING ACTIVITIES . )
Repayment of long term debt ‘ (1 166) (1 166)
Net proceeds from capital increase easarernerins 8835 8835
CASH FLOW PROVIDED BY FINANCING ACTIVITIES (F) ..oocu.. : 7 669 7 669
Net cash flow (A) +(B)}HC) +HD)HE)}+(F) 22475 22475
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year 9137 9137
Cash and cash equivalents at end of year....... 31612 31612
Difference . 22 475 22475

—

Note §: cash flow corrections on line depreciation and amortization and on line investing activities

These corrections have been made in the cash flow further the described above adjustments regarding the capitalization of
development costs.

Note 7: cash flow corrections on ling equity settled share-based payment

T ot beemdome -the-castr-flow-irorder-to-refiectthe-+ e PRS- Share-based .
Note 8: other cash flow corrections
These corrections have been done in order to properly reflect the tax impact on the above adjustments under IFRSs.
NOTE X: Option companies

LIST OF COMPANIES, ACCOUNTED FOR BY THE FULL CONSOLIDATION METHOD

NAME OF THE SUBSIDIARY REGISTERED OFFICE ’ % OF
SHAREHOLDING
BELGIUM
OPTION NV Kolonel Begautlaan 45 B-Leuven Consolidating company
IRELAND ,
OPTION WIRELESS Ltd, Cork Kilbarry Industrial Park 100 %
Dublin Hill
GERMANY
OPTION GERMANY GmbH Streitheimer Strasse 22 100%
D-86477 Adelsried
SWEDEN
OPTION WIRELESS SWEDEN AB Sturegatan 2 100 %
172 31 Sundbyberg
Stockholm
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NON-CONSOLIDATED COMPANY

NAME OF THE SUBSIDIARY REGISTERED OFFICE

U.S.A .
OPTION Inc. - ) 1209 QOrange Street

Wilmington, DE 19801
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OPTION NV

STATUTORY AUDITOR’S REPORT FOR THE YEAR
ENDED 31 DECEMBER 2005 TO THE SHAREHOLDERS’ MEETING

To the Shareholders

As required by law and the company’s articles of assocmlon we are pleased to report to you on the audit
assignment which you have entrusted to us. '

We have audited the financial statements of Option NV for the year ended 31 December 2003, prepared in
accordance with the legal and regulatory requirements applicable in Belgium, which show total assets of

EUR 61.819 (000) and a profit for the year of EUR 20.988 (000). We have also performed those specific additional
audit procedures required by the Companies Code. -

The Board of Directors of the company is responsible for the preparation of the financial statements and the
directors’report, for the assessment of the information that should be included in the directors’repott, and the company’s
compliance with the requirements of the Companies Code and its articles of association.

Our audit of the financial statements was conducted in accordance with legal requirements and auditing standards
applicable in Belgium, as issued by the “Institut des Reviseurs d’Entreprises/Instituut der Bedrijfsrevisoren™.

Unqualified audit opinion on the financial statements

The forementioned auditing standards require that we plan and perform our audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

In accordance with these standards we have taken into account the administrative and accounting organization of the
company as well as its internal control processes. The responsible officers of the company have replied clearly to all
our requests for explanations and information. We have examined, on a test basis, the evidence supporting the
amounts included in the financial statements, We have assessed the basis of the accounting policies used, the
significant accounting estimates made by the company and the presentation of the financial statements, taken as a
whole. We believe that owr audit provides a reasonable basis for our opinion.

Deloitte Bednjfsravisoren / Reviseurs dEntreprises BV av ve CVBAISC sfu, SCRL

Burgerlixe vannaotschap onder de vorm van e2n cooperatieve vennootschap mel beperkte aansprakelijkhaid / Sociate civile sous
forme d'une saciétd coopéraiive & responsabililé imitée '
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In our opinion, taking account of the legal and regulatory requirements applicable in Belgium, the financial
statements as of 31 December 2005 give a true and fair view of the company’s assets, liabilities, financial position
and results. :

Additional attestations and information

We supplement our report with the following atiestations and information which do not change the scope of our
audit opinion on the financial statements: i

- The directors’report includes the information required by law and is in agreement with the: financial
statements. However, we are unable to express an opinion on the description of the principle risks and
uncertainties confronting the company, or on the status, future evolution, or significant influence of certain
factors on its future development. We can, nevertheless, confirm that the information given is not in
obvious contradiction with any information obtained in the context of our appointment.’

- Without prejudice to certain formal aspects of minor importance, the accounting records are maintained and
the financial statements have been prepared in accordance with the legal and regulatory requirements
applicable in Belgium. ‘

- No transactions have been undertaken or decisions taken in violation of the company’s articles or the
Companies Code such as we would be obliged to report to you. The appropriation of the results proposed to
the General Meeting is in accordance with the requirements of the law and the company’s articles.

- In accordance with article 523 of the Companies Code, we are required to report on the following operations
which have taken place since your last Annual General Meeting:

“In 2005, The Board of Direciors of Option NV agreed to grant two directors of its Irish subsidiairy Option
Wireless Lid, the amount of EUR 2.000 for their membership and EUR 2.000 per meeting of the Irish board
attended. The two directors concerned are Jan Callewaert and Philip Vermeulen.’

14 March 2006

The Statutory Auditor

DELOITTE Reviseurs d’Entreprises
SCs.f.d. SCRL
Represented by Leo Van Steenberge

A member firm of
Deloitte Touche Tohmatsu
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OPTION NV

STATUTORY AUDITOR’S REPORT TO THE SHAREHOLDERS’ MEETING ON
THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2005

To the Shareholders

As required by law and the company’s articles of association, we are pleased to report to you on the audit
assignment which you have entrusted (o us. !

We have examined the accompanying consolidated financial statements of Option NV (“the company™) and its
subsidiaries (jointly “the group™), prepared in accordance with International Financial Reporting Standards as adopted by
the European Union and with the legal and regulatory requirements applicable in Belgium, which comprise the
consolidated balance sheet as at 31 December 2005, the consolidated income statement, the consolidated statement of
changes in equity and the consolidated cash flow statement for the year then ended, as well as the summary of significant
accounting policies and other explanatory notes. The consolidated balance sheet shows total assets of

EUR 127.013 (000)and a consolidated profit for the year then ended of EUR 28.993 (000). We have also performed
those specific additional audit procedures required by the Companies Code.

The Board of Directors of the company is responsible for the preparation of the consolidated financial statements and the
directors’report on the consolidated financial statements, for the assessment of the information that should be included in
the directors'report on the consolidated financial statements, and for the company’s compliance with the requirements of
the Companies Code and the articles of association.

Our audit of the consolidated financial statements was conducted in accordance with legal requirements and auditing
standards applicable in Belgium, as issued by the “Institut des Reviseurs d’Entreprises/Instituut der
Bedrijfsrevisoren™.

Ungqualified audit opinion on the consolidated financial statements

The forementioned auditing standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

JIn accordance with these standards, we considered the group's administrative and accounting organization as welt as its
internal control processes. We have obtained the explanations and information required for our audit. We have
examined, on a test basis, the evidence supporting the amounts in the consolidated financial statements. We have
assessed the basis of the accounting methods used, the consolidation policies and significant estimates made by
management as well as evaluating the presentation of the consolidated financial statements taken as a whole. We believe
that our audit provides a reasonable basis for our opinion.

Member of
Deloitte Touche Tohmatsu
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In our opinion, the consolidated financial statements as of 31 December 2003, give a true and fair view of the group's
assets and liabilities, its financial position, its results and its cash flows in accordance with International Financial
Reporting Standards as adopted by the European Union and with the legal and regulatory requirements applicable in
Belgium.

Additional attestations ‘

We supplement our report with the following attestations which do not modify our audit opinion on the consolidated
financial statements:

- The directors’report on the consolidated financial statements includes the information required by law and is
in agreement with the consolidated financial statements. However, we are unable to express an opinion on the
description of the principle risks and uncertainties confronting the group, or on the status, future evolution, or
significant influence of certain factors on its future development. We can, nevertheless, confirm that the
information given is not in obvious contradiction with any information obtained in the context of our
appointment.

14 March 2006

The Statutory Auditor,

DELOITTE Reviseurs d’Entreprises
SCs.fd. SCRL
Represented by l.eo Van Steenberge

A member firm of
Deloitte Touche Tohmatsu 3



