
 
 

 

 

 

Quarterly Highlights          All f igures NOK 

 

! Dolphin reaches turning point in transition to volume markets 
o Q4 revenue growth of 2% over Q3 2007 (fixed USD/NOK) signals return to 

growth  
o Growth in new business with Dolphin Express offsets legacy business decline 
o On track for 2008 revenue growth targets & market milestones 

! Dolphin Express sales capacity enhanced with expanded direct team and new resellers 
! Q4 Revenue equals 6.6 million; Full year revenue equals 27.3 million  
! 23.7 million in new capital raised in two share issues 
! 2007 ending cash = 32.7 million 
! Thales places 2.7 million order for components used in the Rafale aircraft 

manufactured by Dassault 
! New Dolphin Express benchmarks confirm performance superiority 

o Hewlett-Packard releases leadership Oracle/Dolphin Express results  
o MySQL/Dolphin Express shows 7x advantage for Web Applications 

! New Dolphin Express DX products ship to first customers in January; passed 
development risk stage, now scaling into manufacturing 

 
Dolphin has successfully managed through a difficult product and market transition. The 
cross-over point in terms of revenue has been reached. The growth in new products surpasses 
the decline in legacy products. This trend is anticipated to accelerate throughout 2008. 
Dolphin is now reaffirming its 2008 targets and milestones communicated during the Q3 
reporting.  
 

Transition to Growth On-Track 
 
In 2007 Dolphin embarked on a new strategy to transition its business focus from embedded 
markets to volume markets.  Dolphin Express was launched to address the compute power 
demands of the volume Internet and mobile services markets. This much larger market 
opportunity is an ideal fit for the competitive strengths of Dolphin’s technology. To take 
advantage of this opportunity, the company began retooling its sales and marketing 
capabilities and retargeting its product development activities. The results of these efforts are 
now beginning to become apparent.   
 
Dolphin launched its first generation Dolphin Express product line (D-series) in the second 
quarter of 2007. Dolphin Express is used to connect multiple computers together to create 
powerful database platforms. These platforms are the core compute resources for driving 
Internet commerce, web content, and mobile/telecom services. Following its launch, Dolphin 
Express revenue has increased in each successive quarter to the point where in Q4 Dolphin 
Express revenue off-set the decline in Dolphin’s legacy product lines. This revenue growth 
will accelerate through 2008. The second generation of Dolphin Express (DX-series), 
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providing higher bandwidth and native PCI Express compatibility, started shipping in January 
2008. 
 
Computer systems that provide content on the web and mobile networks drive a $1B annual 
computer interconnect market opportunity. It has been well documented that these systems, 
built with Dolphin Express interconnect, achieve the industry’s best price/performance and 
provide on-line service providers with the best return on their investment.  
 

Dolphin Express Sales Capacity Enhanced 
 
New sales and marketing leadership was put in place during Q4 and the company’s Sales and 
Marketing headquarters were established in the US. Additional direct sales resources were 
added in early January 2008, increasing the reach and capabilities of the organization. New 
inside sales capabilities increase the company’s lead generation capacity and have accelerated 
pipeline development. New 
channel management is driving 
recruitment and training of 
hardware and software 
reselling partners. Resellers 
provide the ability to scale the 
business across vertical 
markets and geographies and 
bring in-depth customer 
knowledge and relationships. 
The organization has also been 
strengthened by adding specific 
sales expertise in the enterprise 
and database solution 
marketplace, including former 
Oracle sales professionals. New direct selling capacity in the eastern US territory is 
addressing the financial, media, and telecom markets.  
 
Dolphin is addressing the sales opportunities in key Asian markets through dedicated reseller 
and system integrator partners. Dolphin signed agreements with key partners in the major 
markets in January 2008 including StarBridge in Japan, Carnation in China, and Netweb in 
India. These resellers are trained and have begun active selling activities in their territories. 
Going forward, additional resources will be added to strengthen the direct sales force in 
Europe and to drive worldwide sales through strategic OEM hardware partners. 
 

Recent developments (post Q4 2007) 
 
This month, Hewlett Packard released benchmark studies reconfirming Dolphin Express 
performance leadership running Oracle. Additionally, new web application benchmarks were 
released using Dolphin Express and MySQL that show up to a 7x competitive advantage for 
web services. (See benchmark charts below) 
 
The growth opportunity represented by these database and web services platforms was 
dramatically underlined by Sun’s recent announcement of their acquisition of MySQL. In 
making their announcement Jonathan Schwartz, Sun CEO, emphasized the critical nature of 
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application performance in this market space. Sun’s acquisition is a strong independent 
validation of the importance of Dolphin’s performance leadership and endorsement of its new 
market focus. 
 

HP releases new Dolphin Express/ Oracle Benchm arks  
 
Hewlett Packard, in conjunction with Dolphin, conducted benchmarks of Dolphin Express 
and Oracle RAC on their ProLiant servers.  Oracle RAC (Real Application Cluster) is a 
clustered version of the market leading Oracle database software. Their published findings 
show up to a quadrupling of performance when using Dolphin Express. The testing was 
conducted at the HP Enterprise Server Systems group facilities in Cupertino CA.  
 
For customers in the content serving market, where Oracle is one of the dominant 
applications, this translates into the ability to support 2X or more the number of users on the 
same number of servers.  For a given application requirement a customer can spend half the 
initial investment in hardware and software using Dolphin Express. As importantly their 
ongoing operating expense will be cut in half as well. Savings in power, cooling and space are 
critical to operators of datacenters today. This compelling end user value proposition is also 
highly attractive to resellers who can provide the most compelling solution to the end-
customer with Dolphin Express and insure they capture the associated services and support 
contracts. 
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Web Applicat ions:  up to 7x bet ter on Dolphin Express/ MySQL 
 
In addition to the HP/Oracle benchmarks, results from web services application benchmarks 
using Dolphin Express and MySQL were also recently released. These benchmarks, 
conducted by iClaustron AB, show a dramatic advantage using Dolphin Express with 
software used to run web sites, web servers or specific web applications like a web store.  
With web based applications the lowest possible response time is critical. The benchmark 
shows Dolphin Express builds a real-time web store application with very high performance, 
low response time and very high availability.  
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Dolphin Express DX-Series Ships to First  Custom ers 
 
Dolphin began shipping its new DX-Series hardware as part of its Dolphin Express product 
line in January. The DX-Series leverages the hardware development of Dolphin’s StarGen 
acquisition. The DX-Series brings high bandwidth switch-based cluster interconnect 
functionality to the Dolphin Express product line. Completely compatible with the 
mainstream PCI Express industry standard the DX-Series supports both clustering capability 
as well as the ability to expand PCI Express IO. Initial shipments of this PCI Express IO 
expansion capability went to customers for a range of applications in January. These 
customers included major server and OEM equipment manufacturers. The DX-Series 
products now move out of development and into full production. With technology risk now 



 5 

removed the focus shifts to scaling manufacturing capacity. The DX-Series will contribute to 
the overall Dolphin Express revenue growth starting immediately. 
 
 

All Dolphin Express solutions are 
characterised by their leading low 
latency capabilities, which translates 
into very high performance for many 
database intensive applications. The 
DX-series will augment the existing 
D-Series products by providing a 5x 
increase in bandwidth to complement 
this low latency.  Many applications 
will benefit from the DX-Series 
combination of low latency and high 
bandwidth.  Many other applications 
which are not bandwidth sensitive 
will continue demand for the switch- 
less D-series products.   

 
 
The DX-Series includes a Dolphin Express switch with ten 10Gbps PCI Express ports in a 1U 
enclosure. The switch is rack-mountable and supports a cluster of up to 10 nodes.  Multiple 
switches will be able to interconnect to create larger clusters. The switch will also be utilized 
to provide large scale native PCI Express I/O expansion.  

 

Outlook - Dolphin Express 2008 targets on track 
 
Dolphin articulated its targets for 2008 during its Q3 2007 quarterly report. Dolphin is on 
track to achieve these targets. 
 
The first half of 2008 will see quarter-over-quarter growth as the sales infrastructure to 
address the enterprise market expands and matures. The second half of the year will see 
acceleration in growth as the sales channel reaches full effectiveness. For the full year top line 
revenues will double over those of 2007. Quarterly profitability will be achieved by the end of 
the year. 
 

 
 
 
 
 

 

 

 

 

 

 

 

Q1 - Q2 2008 Q3 - Q4 2008

• Quarter-over-quarter revenue   growth

• Build out Sales Channel

– New direct sales hires

– New reseller agreements announced

– OEM agreement announced

• New generation products in full production

– Based on PCI Express technology from 

StarGen, Inc. acquisition

• ‘Lighthouse’ customer announcements

• Double annual revenue 

• Sales channel fully functional

• Achieve quarterly profitability by end of 

year

Q1 - Q2 2008 Q3 - Q4 2008

• Quarter-over-quarter revenue   growth

• Build out Sales Channel

– New direct sales hires

– New reseller agreements announced

– OEM agreement announced

• New generation products in full production

– Based on PCI Express technology from 

StarGen, Inc. acquisition

• ‘Lighthouse’ customer announcements

• Double annual revenue 

• Sales channel fully functional

• Achieve quarterly profitability by end of 

year



Next  Generat ion DataCenter Virtualizat ion 
 

Dolphin’s product offering for the computer interconnect market will be enhanced in 2009 
with the introduction of the NumaChip. The NumaChip promises to revolutionize datacenter 
virtualization by enabling shared memory computer grids with extremely fast response time 
and high capacity to be built out of standard low cost servers. The NumaChip will 
complement the Dolphin Express products allowing further share gains in the content serving 
market. Dolphin is working closely with its partners IBM and Siemens to finalize the chip 
design and prepare for manufacturing later this year. In February Dolphin achieve an 
important design milestone providing preliminary design data to IBM for chip layout 
planning.  Efforts are on track to reach the stated milestone of first samples during the second 
half of the year. 
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Financial Review - 4th Quarter Results  (4th Quarter 2006 in parenthesis) 
 
Sales reached 6.6 million in the 4th Quarter 2007, an increase of 53% from the 4th Quarter 
2006 (4.3 million). Adjusted for the decline in the USD, the 4th Quarter grew 2% compared to 
the 3rd Quarter of 2007 (6.7 million). Growth in the sales of Dolphin Express thus offset a 
continued decline in the sales of the older Dolphin products in the Quarter.  
 
The 1st Quarter 2007 has been adjusted to reflect a consolidation date for the acquisition of 
StarGen Inc corresponding to the date of the extraordinary shareholders meeting of February 
16th vs. a consolidation date of January 1st previously. The adjustment of the consolidation 
date has affected the full year 2007 sales in this report by -2.3 million and have improved full 
year 2007 EBIT by 0.9 million. Including the adjustment, full year sales reached 27.3 million 
(32.1 million).  
 
Gross margin averaged 68% in the 4th Quarter 2007, well above the 56% level seen in the 4th 

Quarter last year and also above the preceding Quarter (65%). For the full year, the gross 
margin was 64% (59%).  
  
Payroll expenses for the Quarter were 6.3 million (4.7 million). Payrolls include a non-
payable cost of incentive program of 0.6 million as well as 0.5 million of recruiting cost  
related to the build up of the Dolphin Express sales team in the US. The increase in payrolls 
compared to last year is largely explained by the consolidation of the former StarGen 
organization. Other operating expenses were 5.6 million in the 4th Quarter (3 million). 
 
EBITDA ended at -7.4 million in the 4th Quarter (-5.3 million). Depreciation for the Quarter 
totalled 0.6 million (0.1 million).  
 
Operating profit (EBIT) ended at -8 million in the Quarter (-11.4 million). For the full year, 
Operating Profit ended at -26.1 million (-9.1 million). Net financial profit was –0.4 million in 
the last Quarter (0.2 million), and includes a net loss on foreign currency of 0.5 million, 
mainly due to the decline in the USD. Profit before taxes ended at -8.4 million in the 4th 
Quarter (-11.2 million). Net profit ended at -14.9 million compared to -7.9 million in the 4th 
Quarter last year.  
 

Equity, balance sheet  and cash flow item s 
 
In the preliminary accounts of Q1-Q3 of 2007, the company had booked deferred income tax 
assets totalling 6.5 million. In accordance with IAS 12, deferred income tax assets have been 
reversed in Q4 and full year accounts, resulting in non-payable income taxes of 6.5 million in 
Q4 2007 and income taxes of 0 for the full year 2007. As of December 31st 2007 the group 
has approximately 7.4 million of un-recognized deferred income tax assets with the addition 
of un-recognized tax assets in the US subsidiary arising from operating loss prior to 2007 in 
former StarGen Inc, estimated to approximately 10.9 million. 
 
Total equity in the Group was 110 million, or 91% at the end of the 4th Quarter (90%).  
 
In the 4th Quarter, total development cost of 7.9 million has been capitalized of which 6.1 
million is related to development of NumaChip. The figure includes milestone payments to 
the chip vendor IBM as well as other non recurring engineering expenses. By the end of the 
year, capitalized development cost totalled 62.9 million (8.9 million).  
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Shareholder No of shares % Ownership

1 SELVAAG INVEST 1 740 450 10,3 %

2 ZONCOLAN ASA 1 219 334 7,2 %

3 MORGAN STANLEY & CO. INC. 1 119 870 6,6 %

4 CITIGROUP GLOBAL MARKETS INC. 1 100 586 6,5 %

5 VERDIPAPIRFONDET DANSKE FUND NOR 760 048 4,5 %

6 MP PENSJON 753 702 4,5 %

7 DEN NORSKE KRIGSFORSIKRING FOR 749 881 4,4 %

8 SJØINVEST AS 550 000 3,3 %

9 FRANS ENGER A/S 500 000 3,0 %

10 GRANADA MANAGEMENT AS 477 626 2,8 %

11 BAMO AS 400 000 2,4 %

12 L GILL-JOHANNESSEN AS 308 127 1,8 %

13 SOLVANGEN MARINA AS 300 000 1,8 %

14 VERDIPAPIRFONDET KLP AKSJENORGE 254 196 1,5 %

15 DRAGE INDUSTRIES AS V/ARNE STEEN 200 000 1,2 %

16 CONSORT INVEST AS 195 483 1,2 %

17 FALKUM INVEST A/S 157 000 0,9 %

18 ALTEA PROPERTY DEVELOPMENT A/S 152 000 0,9 %

19 AKSJEVOLD AS 140 000 0,8 %

20 RASMUSSEN 132 102 0,8 %

Total 20 largest shareholders 11 210 405 66,4 %

Other shareholders 5 660 706 33,6 %

Total outstanding shares 16 871 111 100,0 %

Total development cost as of December 31st 2007 includes excess values booked as 
capitalized development cost of 34.9 million related to the acquisition of StarGen. Due to the 
adjusted first date of consolidation, booked excess values from the acquisition of Stargen has 
been reduced by 2.3 million, and development cost incurred in the adjusted period of 1.9 
million has been subtracted. In sum therefore, total capitalized development cost in the 
balance sheet increased by only 3.3 million in the 4th Quarter. In accordance with IFRS 3, the 
company will perform a purchase price allocation analysis (PPA) of the assets acquired. The 
analysis will form the basis for the final allocation of excess values. Any changes to the 
preliminary allocation of acquired assets to capitalized development cost will be booked in Q1 
2008, but no reductions to total assets acquired or total equity is expected. 
 
Dolphin raised net 23.7 million in 2 stock issues during the quarter and cash and cash 
equivalents was at 32.7 million (48.6 million) by the end of the year. During the Quarter, 
there was a net increase in cash and equivalents of 15.9 million. Cash usage before proceeds 
of stock issues was -7.8 million in the 4th Quarter, whereof 8 million was spent on investments 
while operations gave a positive contribution of 0.2 million in the 4th Quarter 2007.  
 

Financing and shareholders 
 

In October, Dolphin placed 905 000 shares in a private issue, primarily among existing 
shareholders. The stock issue was followed by a public issue in December of 4 483 001 
shares. The total number of shares outstanding after the 2 stock issues are 16 871 111, each 
with the nominal value of NOK 0.20. Net proceeds of the two issues were 23.7 million. 
 
As of February 25th 2008, Dolphin had 514 shareholders. The 20 largest are included in the 
table below. The table includes new shares issued in two stock issues in October and 
December 2007.   
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Account ing principles 
 
Dolphin Interconnect Solutions ASA follows the principles of IFRS in this report. The figures 
are reported in accordance with the regulations for interim reporting in IAS 34. For further 
reference on accounting principles, see the annual report for 2006. 

 
 
 
The Board of Directors, Dolphin Interconnect Solutions ASA 
Oslo, February 28th, 2008 
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Full year Full year

Q4 / 07 Q4 / 06 2007 2006

OPERATING REVENUES

Sales 6 588 401 4 304 305 27 333 751 32 091 691

Other operating revenue 0 0 0 3 949 841

TOTAL OPERATING REVENUE 6 588 401 4 304 305 27 333 751 36 041 532

OPERATING EXPENSES

Cost of goods sold 2 112 238 1 892 601 9 814 803 14 662 028

Payroll expenses 6 347 335 4 709 096 25 109 705 11 884 495

Other operating expenses 5 550 565 2 976 210 16 091 932 12 168 929

TOTAL OPERATING EXPENSES 14 010 138 9 577 907 51 016 440 38 715 452

EBITDA -7 421 737 -5 273 602 -23 682 689 -2 673 920

Depreciation 621 505 102 859 2 420 124 348 419

Write off 0 6 038 104 0 6 038 104

OPERATING PROFIT (EBIT) -8 043 241 -11 414 565 -26 102 812 -9 060 443

NET FINANCIAL PROFIT -370 323 200 372 540 1 195 397

PROFIT BEFORE TAXES -8 413 564 -11 214 193 -26 102 272 -7 865 046

Income taxes 6 489 338 -3 361 109 0 -3 989 793

NET PROFIT -14 902 902 -7 853 084 -26 102 272 -3 875 253

Avg.no. of shares outstanding 12 012 936 8 952 341 11 200 638 8 093 437

Net profit per share -1,24 -0,88 -2,33 -0,48

Dolphin Interconnect Solutions Group
Income Statement
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ASSETS 31.12.2007 31.12.2006

NON-CURRENT ASSETS

Capitalized development cost 62 947 211 8 911 664

Deferred income tax assets 9 710 424 9 710 424

Operating equipment 925 694 179 344

Other long term receivables 280 631 2 189

TOTAL NON-CURRENT ASSETS 73 863 960 18 803 621

CURRENT ASSETS

Inventories 9 034 552 11 296 088

Trade receivables 3 627 865 1 764 659

Other short term receivables 1 379 354 3 908 499

Cash and cash equivalents 32 664 426 48 553 242

TOTAL CURRENT ASSETS 46 706 198 65 522 488

TOTAL ASSETS 120 570 158 84 326 109

EQUITY AND LIABILITIES 31.12.2007 31.12.2006

EQUITY

Subscribed equity

Share capital 3 374 222 1 790 468

Share premium fund 101 051 836 44 041 951

Total subscribed equity 104 426 058 45 832 419

Retained equity

Retained earnings 5 560 895 29 881 606

Total retained equity 5 560 895 29 881 606

TOTAL EQUITY 109 986 953 75 714 025

NON CURRENT LIABILITIES

Other long-term liabilities 561 389 883 751

TOTAL NON CURRENT LIABILITIES 561 389 883 751

CURRENT LIABILITIES

Trade payables 6 869 391 4 814 349

Public duties payable 1 219 248 1 248 197

Other current liabilities 1 933 177 1 665 787

TOTAL CURRENT LIABILITIES 10 021 816 7 728 333

TOTAL EQUITY AND LIABILITIES 120 570 158 84 326 109

Dolphin Interconnect Solutions Group

Balance Sheet
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Full year Full year

CASH FLOW STATEMENT Q4 / 07 Q4 / 06 2007 2006

Cash Flow from Operations

Operating result before tax -8 413 564 -11 214 193 -26 102 272 -7 865 046

Depreciation & write off 621 505 6 140 963 2 420 124 6 386 523

Changes in inventories 1 219 365 -2 033 060 2 261 536 -3 779 635

Changes in receivables -739 216 333 411 -1 863 206 670 740

Changes in trade payables 4 286 163 413 787 2 055 042 708 276

Changes in other current assets/debt items 3 236 881 1 967 045 4 699 924 -2 460 116

Net Cash Flow from Operations 211 134 -4 392 047 -16 528 852 -6 339 258

Cash Flow from Investments

Purchase of operating equipment -46 872 -135 162 -1 940 254 -187 474

Purchase of intangible assets -7 926 753 -2 257 884 -55 261 767 -7 868 310

Net Cash Flow from Investments -7 973 625 -2 393 046 -57 202 021 -8 055 784

Cash Flow from Financial Activities

Payment of long term liabilities -16 439 -190 220 -322 362 -343 629

Issue of shares 23 669 027 0 58 593 639 44 293 634

Net Cash Flow from Financial Activities 23 652 588 -190 220 58 271 277 43 950 005

Net change in cash and equivalents 15 890 097 -6 975 313 -15 459 596 29 554 963

Foreign currency effect on cash -41 -5 506 -429 219 -17 300

Opening balance, cash and equivalents 16 774 371 55 534 061 48 553 242 19 015 579

Closing balance, cash and equivalents 32 664 426 48 553 242 32 664 426 48 553 242

Full year Full year

CHANGE IN EQUITY Q4 / 07 Q4 / 06 2007 2006

Equity opening balance 100 594 048 83 578 355 75 714 025 35 301 932

Issue of shares 24 956 254 0 59 880 866 49 875 000

Cost of issue of shares -1 287 227 0 -1 287 227 -5 581 366

Option granted to employees 625 735 0 2 175 118 0

Currency converting effect 1 044 -11 246 -393 557 -6 288

Net profit -14 902 902 -7 853 084 -26 102 272 -3 875 253

Equity closing balance 109 986 952 75 714 025 109 986 953 75 714 025

Dolphin Interconnect Solutions Group
Cash Flow Statement / Change in Equity


