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ALTERIAN TECHNOLOGY LIMITED

DIRECTORS’ REPORT

The Directors present their annual report and the audited financial statements of Alterian Technology Limuited, a
wholly owned subsidiary of Alterian ple, for the year ended 31 March 2007

BUSINESS REVIEW AND PRINCIPAL ACTIVITY

The pnincipal activity of the Company 1s the design and development of software tools for marketing and customer
insight for sale under hicence through third party business partner orgamsations

Review of developments/future cutlook

Altenian has contmued to focus on its strategy of winming long term contracts wath structural recurning revenue flows
that compound over a number of years Sigmficant progress 1s still being made as resource n all areas of the business
1s concentrated on this strategy rather than dehivering one-off licence sales This 1s reflected in the nature and value of
contracts gowng forward

The outlock 1s positive, as the Company continues to progress the implementation of its strategy with the
compounding of the recurnng licence fee income expected to convert mto substantial annual profitability gomg
forward

Results and dividends

The result for the year 1s set out in the mncome statement on page 7 This shows revenues increasing by 22% and a
retained profit of £2 6m (2006 £1 8m} The balance sheet on page 8 shows net assets of £8 5m (2006 £6 Om) Cash
and cash equivalents are now at £1 2m.

The Company has not pard nor accrued any dividends for the year (2006 ml)

Research and development activities

Alterian has contmued to invest approximately £2 5m in Research and Development, as previously announced and i
line with 1ts strategy of maintamning a market leading position

New versions of almost all of Altenian’s products have been successfully released during the year, including a major
new release of Altenian’s core Data Discovery and Visualisation product which introduces a host of new dashboarding
and ease of use features

The team have also successfully mntegrated the products resulting from its parent company’s acquisition of DD, and
have been working to finalise the general release version of the products resulting from that company’s acquisition of
Nvigorate

Investment 15 currently focused on further enhancements to existing core products, a new product for marketing list
owners and brokers, and the development of the next major generation of Alterian’s products 1s also advancing

The charge for core research and development 1n the year was £1,728,000 (2006 £2,176,000) after the capitalisation
of £764,000 (2006 £405,000) An amortisation charge of £202,000 (2006 ml) anses n relation to capitalised
development costs

Key performance indicators

Alterian plec manages the performance of its subsidianes on the basis of the geographical origins of their revenues For
this reason, the Directors beheve that further key performance indicators are not necessary or appropriate for an
understanding of the performance of the company’s business The group’s performance 1s discussed 1n the group’s
Annual Report which does not form part of this Report




ALTERIAN TECHNOLOGY LIMITED

DIRECTORS’ REPORT (continued)
BUSINESS REVIEW AND PRINCIPAL ACTIVITY (continued)

Risks and Uncertaintres

There are a number of potential nisks and uncertainties which could have a matenal impact on the Company’s long
term performance

Competitor Risks

Altenian’s blend of the power of 1ts Engine, allied to the ever wideming suite of its applications, 1s a umque offering to
the market However, competition exists for fragmented elements of our offering from internally generated solutions
as well as large ASPs and other software providers If one or more of these competitors 1s successful in developing
solutions that are faster and more economuc than Alterian’s, and can provide the necessary support levels to the MSP
market, then Alterian’s long term revenue streams will be at isk  To munumise this risk Alterian continues to develop
both market relevant applications and the quality of its core products

Commercial Relationships

Altenan’s future revenue streams depend on its close long term relationships wath 1ts Partner group Damage to, or
loss of these substantial relationships, could cause a detmmental effect on long term revenue prospects To manage
this nisk Alterian ensures that constant and developing working reviews take place with its key Partners to ensure both
their needs and the needs of their end customers are met

Foreign Exchange and Treasury Risks

The company operates mostly within the UK Cwrrency exposures are regularly momtored and decisions taken on
whether to hedge only when specific cash exposures are contracted Purely accounting exposure 1s not hedged The
Company has histonically mamntained its reserve cash balances pnincipally n sterling

Environmental Risks
Altenian takes 1ts responsibihties to the environment seriously The risks to which Alterian 1s materially exposed are
not company specific as Alterian does not operate n areas that materially damage the environment

Resources

The principal resources of the Group are

. Its intellectual property which 1s protected by mternal controls and held 1n secure escrow,
The employees of Altenan who have extensive knowledge of the products and markets in which the
company operates,

. The umque mdirect channel to market operated through the strong partner network built up smnce the

founding of the business

Any matenal adverse change 1n these resources would constitute a risk to the Company’s performance

Financial Structure and Liquidity

The Company 1s financed by the 1ssue of Ordmary and Preference shares held entirely by 1ts parent company There 15
no third party debt At the year ended 31 March 2007 the Company had £1 2m cash and cash equivalents (2006
£0 8m) and recervables due from Group compamnzes of £3 9m (2006 £1 2m restated )

The Group’s nisks are discussed 1n the Group’s annual report which does not from part of this report

Employees

Details of the number of employees and related costs can be found n note 5 to the financial statements




ALTERIAN TECHNOLOGY LIMITED

DIRECTORS’ REPORT (continued)

DIRECTORS AND THEIR INTERESTS

The present membership of the Board 15 set out on page |
The Directors had no interests in the shares of the Company

All the Directors at the year end were also Durectors of the ultimate parent company, Alterian ple, and their iterests n
the Share Caputal of that company are disclosed in the accounts of that company

POLICY ON PAYMENT TO SUPPLIERS

It 15 the Company's policy to agree terms and conditrons for its business transactions with supphers The Company
seeks to abide by the payment terms agreed with supplers whenever it 1s satisfied that the supplier has provided the
goods and services 1n accordance with the agreed terms and conditions The trade creditors of the Company at 31
March 2007 represent 49 days (2006 40 days) as a proportion of the total amount invoiced by suppliers during the
year

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Durectors are responsible for prepanng the annual report and the financial statements The Directors have elected
to prepare financial statements for the Company m accordance with International Financial Reporting Standards
(IFRS), the Companies Act 1985 and Article 4 of the IAS Regulation

IAS | requires that the financial statements present fairly for each financial year the Company’'s financial position,
financial performance and cash flows This requires the faithful representation of the effects of transactions, other
events and conditions 1n accordance with the definitions and recognition critena for assets, liabilities, income and
expenses set out 1n the International Accounting Standards Board’s ‘Framework for the Preparation and Presentation
of Financial Statements’ In virtually all circumstances, a fair presentation will be achieved by comphance wath all
apphicable International Financial Reporting Standards Directors are also required to

properly select and apply accounting policies,
present mformation, ncluding accounting policies, 1n a manner that provides relevant, reliable, comparable
and understandable information, and

. provide additional disclosures when comphiance with the specific requirements 1n IFRS 1s insufficient to
enable users to understand the impact of particular transactions, other events and conditions on the entity’s
financial position and financial performance

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any
tune the financial position of the Company and enable them to ensure that the financial statements comply with the
Compames Act 1985 They are also responsible for the system of internal control, safeguarding the assets of the
Company and hence for taking reasonable steps for the prevention and detection of fraud and other wregutanties

The Directors are responsible for the maintenance and integnity of the Company website Legislation in the Umted
Kingdom governing the preparation and dissemunation of financial statements may differ from legislation in other
junsdictions




ALTERIAN TECHNOLOGY LIMITED

DIRECTORS’ REPORT (continued)

AUDITORS

In the case of each of the persons who are Directors of the Company at the date when this report was approved

e So far as each of the Directors 15 aware, there 1s no relevant audit nformation (as defined 1n the Compamnes
Act 1985) of which the Company’s anditors are unaware, and

e  Each of the Directors has taken steps that he ought to have taken as a Director to make himself aware of any
relevant audit informaton (as defined) and to establish that the Company’s auditors are aware of that
information

This confirmation 1s given and should be mterpreted in accordance with the provisions of S234ZA of the Compames
Act 1985

Deloitte & Touche LLP have expressed thewr willingness to continue 1n office as auditors and a resolution to reappoint
them will be proposed at the forthconung Annual General Meeting

By order of the Board

[

David Cutler
Drrector
26 Iuly 2007




INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF

ALTERIAN TECHNOLOGY LIMITED

We have audited the financial statements of Alterian Technology Limited for the year ended 31 March 2007 which
comprise the Income Statement, the statement of recogmised income and expendsture, the Balance Sheet, the Cash Flow
Statement, and the related notes | to 24 These financial statements have been prepared under the accounting policies set
out therein

This report 15 made solely to the company’s members, as a body, in accordance with section 235 of the Companies Act
1985 Our audit work has been undertaken so that we rught state to the company’s members those matters we are
required to state to them in an auditors’ report and for no other purpose To the fullest extent permutted by law, we do
not accept or assume responsibility to anyone other than the company and the company’s members as a body, for our
audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors' responsibilities for preparing the Annual Report and the financial statements in accordance with applicable
law and Intemational Financial Reporung Standards (IFRSs) as adopted by the European Umion are set out in the
Statement of Directors' Responsibilities

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Companies Act 1985 We also report to you whether m our opinion the information given in the
Directors' Report 1s consistent with the financial statements In addition we report to you if, in our opimon, the company
has not kept proper accounting records, 1f we have not received all the informatien and explanations we require for our
audit, or if information specified by law regarding directors' remuneration and other transactions 1s not disclosed

We read the other information contained 1n the Annual Report as described 1n the contents section and consider whether
it 18 consistent with the audited financial statements We consider the imphcations for our report if we become aware of
any apparent misstatements or material inconsistencies with the financial statements Our responsibilities do not extend
1o any further information cutside the Annual Report

Basis of audit opinion

We conducted our audit in accordance wiath International Standards on Auditing (UK and Ireland) 1ssued by the Auditing
Practices Board An audit includes examinanion, on a test basis, of evidence relevant to the amounts and disclosures in
the financial statements It also includes an assessment of the significant estimates and judgements made by the directors
in the preparation of the financial statements, and of whether the accounting policies are appropriate to the company's
circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary
n order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from
matenial misstatement, whether caused by fraud or other irregulanity or error In forming our opinion we also evaluated
the overall adequacy of the presentation of mformation n the financial statements

Opinion
In our opinion

. the financial statements give a true and fair view, 1n accordance with IFRSs as adopted by the European Umon,
of the state of the company's affairs as at 31 March 2007 and of its profit for the year then ended,

. the financial statements have been properly prepared 1n accordance with the Companies Act 1985, and

. the mformation given n the Directors' Report 1s consistent with the financial statements

Datater v Toi e Lip

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
Bristol, United Kingdom

27 July 2007




ALTERIAN TECHNOLOGY LIMITED

INCOME STATEMENT
Year ended 31 March 2007

REVENUE
Cost of Sales

GROSS PROFIT
Distribution costs
Administrative expenses

OPERATING PROFIT
Investment revenues
Fmance costs

PROFIT BEFORE TAXATION
Tax credit on profit on ordinary activities

RETAINED PROFIT FOR THE FINANCIAL YEAR

ATTRIBUTABLE TO EQUITY HOLDERS

Note

~

17

17

2007 2006
£000 £000
9,681 7,909

(1,167) (629)
8,514 7,280
(2,208) (1,846)
(4,166) (4,086)
2,140 1,348

14 19
( -
2,153 1,367
411 480
2,564 1,847
2,564 1,847

There 15 no difference between the operating profit or the profit for the year stated above and their historical cost

equivalents

The results above all denive from the continuing operations of the Company

There are no recogmsed gans and losses for the current financial year or the preceding financial year other than as stated in

the mncome statement Accordingly no statement of recogmsed mcome and expense has been prepared




ALTERIAN TECHNOLOGY LIMITED

BALANCE SHEET
At 31 March 2007
Note 2007 2006
£000 £000
Restated
(see note 1)
NON CURRENT ASSETS
Other intangible assets 9 1,452 559
Property, plant & equipment 10 247 309
Investments 11 183 129
Deferred tax asset 15 650 250
Other recervabies 12 3,862 1,207
TOTAL NON CURRENT ASSETS 6,396 2,454
CURRENT ASSETS
Trade and other receivables 12 4,931 4.652
Cash and cash equivalents 1,223 811
TOTAL CURRENT ASSETS 6,154 5,463
TOTAL ASSETS 12,550 7,917
CURRENT LIABILITIES
Trade and other payables 13 (3,447) (1,410)
Current tax liabilities (554) (522)
TOTAL CURRENT LIABILITIES {(4,001) (1,932)
NET CURRENT ASSETS 2,153 3,51
NET ASSETS 8,549 5,985
EQUITY
Share capital 16 19,210 19,210
Share premium account 17 280 280
Retained earmings 17 (10,941) (13,505)

SHAREHOLDERS’ FUNDS 8,549 3,985

These financial statements were approved by the Board of Directors and authonsed for 1ssue on 26 July 2007

Signed on behalf of the Board of Directors

D bt

David Cutler
Durector




ALTERIAN TECHNOLOGY LIMITED

CASH FLOW STATEMENT
Year ended 31 March 2007

Note

NET CASH FROM OPERATING ACTIVITIES 18

INVESTING ACTIVITIES

Interest recerved

Interest paid

Purchases of property, plant & equipment
Expenditure on product development

Payments i respect of IPR capitalised

Recepts from sales of property, plant & equipment
Overdraft acquired

NET CASH USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES
Purchase of shares of the parent company

NET CASH USED IN FINANCING ACTIVITIES

Net increase/(decrease) 1n cash and cash equivalents

Cash and cash equivalents at begmmng of year
Effect of foreign exchange rate changes

CASH AND CASH EQUIVALENTS AT END OF YEAR

14

N
(105)
(763)
(340)

(573

(56)

2007
£000

1,731

(1,252)

(56)

423
Bil

(in

1,223

2006
£000
679
19
(29;)
(405)
1
(669)
(27)
(27)
(17)
828

811

10




ALTERIAN TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2007

1. ACCOUNTING POLICIES
Details of the Company’s principal IFRS accounting policies are set out below

Basis of preparation

The financial statements of Altenian Technology Limuted are prepared in accordance with International Financial Reporting
Standards (IFRS) as adopted for use in the European Union, for the year ending 31 March 2006 onwards Accordingly, this
report has been prepared using accounting policies consistent with IFRS

IFRS 7 and IFRIC Interpretations 7 to 10 were mn 1ssue but not yet effective as at the year end, and have not been apphed 1n
the preparation of the financial statements The Directors do not anticipate that the adoption in future periods of these
standards and interpretations will have a matenal impact on the financial statements of the group As descnbed below, IFRIC
11 "IFRS 2 - Group and treasury share transachons" has been applied early, i the current year

Revenue recogmtion
Revenue represents amounts mvoiced to customers (net of value added tax) for goods and services and Revenue 1s
recognsed as follows

Licence sales and partner fees
Revenue from licence sales 15 recognised upon discharge of the Group's obligation to deliver to the customer

Mantenance and support contracts
Revenue from maintenance and support contracts 1s recogmsed over the penod of the contract

Professional services
Revenue from professional services such as traimng and consultancy 1s recogmsed when the services are performed

Royalty income

Royalty mcome 1s recogmsed as royalties are earned, through partners selling products to end users or commutting to
mimmum levels of sales

Where a single arrangement compnses a number of individual elements which are capable of operating independently of one
another, the total revenues are allocated amongst the individual elements based on an estimate of the fair value of each
element

Cost of sales

The Directors consider that 1 order to appropnately reflect the operating profile of the business, only the directly vanable
costs of making sales such as royalties and commussions should be shown as deducted from turnover and that all other costs
of the business are more appropnately classified as distnbution costs and as admistrative expenses

Operating profit

Operating profit 1s stated after charging distnibution costs and adnumstrative expenses but before investment income

Foreign currency translation

Transactions i foreign currencies are recorded at the exchange rate prevaihng oa the date of the transaction At each
balance sheet date, monetary assets and liabilities denomunated in foreign currencies are retranslated at the exchange rate
prevailing at the balance sheet date Translation differences on monetary items are taken to the mcome statement

11




ALTERIAN TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2007

1. ACCOUNTING POLICIES (continued)

Taxation

The tax credit represents the net sum of tax receved and receivable and deferred tax movements

The tax currently receivable 1s based on taxable profit for the year Taxable profit differs from net profit as reported n the
Income statement because 1t excludes items of income or expense that are taxable or deductible in other years and 1t further
excludes 1tems that are never taxable or deductible The Group’s hability for tax 1s calculated using tax rates that have been
enacted or substantively enacted by the balance sheet date

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carrying amount of assets and
habilities 1n the financial statements and the comresponding tax bases used n the computation of taxable profit, and 1s
accounted for using the balance sheet liability method Deferred tax hiabihities are generally recogmised for all taxable
temporary differences and deferred tax assets are recogmsed to the extent that it 1s probable that taxable profits will be
available against which deductible temporary differences can be utiised Such assets and habilines are not recogmsed 1if the
temporary difference anses from the imital recogmtion of goodwill or from the mitial recogmtion (other than m a business
combination) of other assets and liabilities 1n a transaction that affects neither the tax profit nor the accounting profit

The carrying amount of deferred tax assets will be reviewed at each balance sheet date and reduced to the extent that 1t 15 no
longer probable that sufficient taxabie profits will be available to allow all or part of the asset to be recovered

Deferred tax 1s calculated at the tax rates that are expected to apply in the period when the liability 15 settled or the asset 1s
realised Deferred tax 1s charged or credited in the income statement, except when 1t relates to items charged or credited
directly to equity, i whach case the deferred tax 1s also dealt with in equaty

Deferred tax assets and habilities are offset when there 1s a legally enforceable nght to set off current tax assets agasnst current
tax habilities and when they relate to income taxes levied by the same taxanon authonty and the Group intends to settle its
current tax assets and habilities on a net basis

Property, plant and equipment

Property, plant and equipment are held at cost less accumulated depreciation and any impairment in value

Depreciation 1s charged on a straight line basis as follows
e Motor vehicles are depreciated over 4 years,
+  computer and office equipment are depreciated over 2 to 3 years according to the estimated life of the asset, and
o fixtures and fittings are depreciated over 4 to 7 years according to the estimated life of the asset

Other intangible assets

Intangible assets acquired as part of an acquisition of a business are capitalised separately from goodwill, 1if those assets are
separable and their fair value can be measured reliably Intangible assets acquired separately from the acquisition of a
busmess are capitalised at cost

Computer software
Computer software licences and other mtellectual property assets acquired are held at cost and are amortised on a straight
line basis over their estimated useful lives of 2 to 6 years

Costs associated with developing or maintaimng computer software programmes are recognised as an expense as icurred

Research and development costs

Research costs are normally expensed as incurred Expenditure ansing from development (or from the development phase
of an internal project) 1s capitalised 1if it satisfies the specified critena within IAS 38 which requires the expenditure to be
1dentifiable, reliably measured and to be likely to generate future economic benefits These assets are amortised on a straight
line basis over their useful lives of not more than 3 years

12




ALTERIAN TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2007

1. ACCOUNTING POLICIES (continued)

Impairment of tangible and intangible assets

Assets that have an indefinite useful life are not subject to amortisation but are tested annually for impairment Assets that
are subject to amortisation are reviewed for imparment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable An impairment loss would be recognised for the amount by which the asset’s
carrying amount exceeds 1ts recoverable amount The recoverable amount 1s the hugher of an asset’s fair value less costs to
sell and value in use

Investments in shares of he parent company

Investments mn the Group’s shares are included i the Company balance sheet at cost less any provision for impairment

Financial instruments

Short-term debtors and creditors are treated as financial assets or habilities

Preference shares

Preference shares are classified as equaty 1if they do not give nise to any contractual obligation to deliver cash or other financial
assets to other entities

Available for Sale Investments

Available for sale mvestments are, if fair value cannot be rehably measured, ncluded in the Company balance sheet at cost less
any provision for impairment

Cash and cash equivalents

Cash and cash equavalents includes cash 1n hand and deposits held at call with banks

Share-based payments

The Group operates a number of equity-settled, share-based compensation plans The fair value of the employee services
received under such schemes 1s recogmsed as an expense i the income statement of the Company Fair value 15 determuned
by use of the Black-Scholes Option Pricing Model The amount to be expensed over the vesting penod 15 determuned by
reference to the fair value of share incentives At each balance sheet date, the Company revises 1ts estimates of the number
of share incentives that are expected to vest The impact of the revision of onginal estimates, 1f any, 1s recogmsed 1n the
income statement, with a corresponding adjustment to equty, over the remaiming vesting pertod

The Company has applied IFRIC 11, "IFRS 2 - Group and treasury share transactions” for the first time this year For equity
settled share based payments where employees of subsidiary undertakings are rewarded with shares issued by the parent
company, the expense associated with the services provided 1s recognised in the employing company's accounts, with an entry
to the mtercompany account reflecting the fact that the subsidiary will reimburse the parent for the fair value of the options
granted The credit to equity associated with the grant of options will be accounted for 1n the parent company’s accounts

Thus change of accounting policy has meant that the prior year reserves and intercompany receivables have been restated by
£399,000

The Company’s accounts include the Altenan Share Incentive Plan (SIP) which 1s admimstered by us trustees The Trust
holds shares in the Group for the SIP The Directors consider that Altenan Technology Lirmsted has control of shares held
by the Trust and bears therr benefits and nisks The value of shares in the Group held by the Trust 15 shown within
mvestments Finance costs and adminsstrative expenses of the plan are charged to the income statement as they accrue

13




ALTERIAN TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2007

1. ACCOUNTING POLICIES (continued)

Leases

Operating leases
Leases in which the lessor retains substantrally all the nsks and rewards of ownershup are classified as operating leases

Payments made under operating leases are charged to the income statement on a straight line basis over the penod of the
lease

Employee benefits

Pension obligations

The Company operates a defined contribution penston scheme 1 the UK The assets of the scheme are held separately from
those of the Company 1n an independently admimstered fund The Company has no legal or constructive obhgations to pay
further contnbutions to the fund The cost of providing these benefits, recogmsed in the income statement, comprises the
amount of contributions payable to the schemes in respect of the year

In addition to the scheme some UK employees receive an enhancement to salary of between 5% and 10% of gross pay n
lieu of company contributions The costs of both schermes are charged to the income statement as mcurred

2. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

Critical judgements in applying the Company’s accounting policies
In the process of applywng the Company’s accounting policies, which are described mn note 1, management has made the
following judgements that have the most significant effect on the amounts recogmsed 1n the financial statements

Revenue recognition

In accordance with [AS 18, revenue, even when invoiced, 1s not recognsed to the extent that sigmficant obligations are
retained by the Company , such as when traming and consultancy services remain to be performed Revenue 1s recogmsed
where the Company has met all of 1ts obligations and the customer has accepted the transaction For partner fees and
muumum royalty arrangements, this 1s typically at the inception of contracts, for ongoing royalty receipts and the provision
of mamntenance and trammung, the date of delivery and hence of recogmtion 15 agreed with the customer

In sitwations where contract terms allow for delayed payment, a case by case assessment 15 made of whether this indicates
that delivery of goods or services 1s also delayed, and revenue 1s deferred as necessary

The Company’s credit nisk associated with extended contract terms 1s discussed more fully in note 14 to the financial
statements

Capitalisation of Development costs

In accordance wath [AS 38, development project costs are assessed agamst the key cntena laid down therein When
qualified projects reach a sufficient state of matunty to justify mclusion in the review of capitalisation, the detailed project
costs are collated and the projects tested against the probable economc benefits Only those projects satisfying all six of the
IAS 38 cnitena are capitahised All projects are wnitten off within 3 years of capitalisation

14




ALTERIAN TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2007

3. REVENUE

All turnover 1s atinbutable to the principal activity of the Company and generated 1n the United Kingdom.

2007 2006
Geographical analysts of turnover by destination £000 £000
United Kingdom 5,714 5,495
United States 2,537 1,345
Rest of the world 1,430 1,069
9,681 7,909
An analysis of the Company’s revenue 1s as follows
2007 2006
£000 £000
Software sales 8,502 7,299
Consultancy and support services 1,179 610
9,681 7,909
Investment revenues (see note 6) 14 19
9,695 7,928
4, OPERATING PROFIT
2007 2006
Operating profit 1s stated after charging/(crediting) £000 £000
Research and development costs expensed 1,728 2,176
Depreciation of property, plant & equipment 171 128
Amortisation of Intangible fixed assets
- IPR and other software licences 154 164
- Development costs 202 -
Staff costs (see note 5) 5,412 4,787
Profit on sale of property, plant and equipment - 1)
Auditors’ remuneration - audit fees 35 3
Operating lease rentals 186 179

15




ALTERIAN TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2007

INFORMATION REGARDING DIRECTORS AND EMPLOYEES

Directors’ emoluments

2007 2006
£000 £000
Emoluments 1,130 822
Highest paid director £000 £000
Emoluments 333 246

Directors’ pensions

None of the Directors are members of a defined benefit or defined contnibution pension scheme, or long term
incentive plan Basic salanies include an enhancement to salary equal to 10% of basic salary in heu of company

contributions
2007 2006
Employee costs (including Directors) during the year £000 £000
Wages and salanes 4,804 4,229
Social secunty costs 489 469
Other pension costs (see note 21) 119 89
5412 4,787
Average number of persons (including Directors) employed
by the Company 1n the year: No. No.
Product development and testing 48 40
Sales and distribution 15 15
Admumstration i3 10
76 65
INVESTMENT REVENUES 2007 2006
£000 £000
Interest recetvable and sinular mncome 14 19
FINANCE COSTS 2007 2006
£000 £000
Interest paid to Group Company 1 -

16




ALTERIAN TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2007

8. TAX CREDIT ON PROFIT ON ORDINARY ACTIVITIES

Analysis of credit in year;

Overseas tax — current year
Research and development tax credit — current year
Research and development tax credit - prior year

Deferred tax (see note 15)

Factors affecting tax charge:

2007
£000

45

(50;)

(1)

(400)

(411)

2006
£000

(150)
(87)

(230)

(250)

(480)

The standard rate of tax for the year, based on the UK standard rate of corporation tax, 1s 30% (2006 30%)
The actual tax charge for the current and previous year differs from the standard rate for the reasons set out 1n

the following reconciliation

Profit on ordinary activities before tax

Tax on profit on ordinary activities at standard rate

Non deductible expenditure

Tax effect of share options exercised

Tax effect of capitalised research and development expenditure
Research and development credit — current year

Research and development credit — prior year

Current year losses swrendered for research and development credit
Current year research and development uplift

Tax effect of tax losses not previously recogmsed

Tax effect of current year short term timung differences not recogmsed
Group relief surrendered for no payment

Overseas tax — current year

Tax credit for the year

Factors affecting future tax charges

2007 2006
£000 £000
2,153 1,367
646 410
33 42
(40) (239)

- (122)

- (150)
(56) (87)

- 326
(293) (313)
(400) (250)
(341) (104)
(3) :

45 7
(411) (480)

The Company does not anticipate that tax will anise on profits within the immedhate future due to the availability

of tax losses of £9 6m (2006 £10m) as at 31 March 2007

The Finance Bill 2007 announced a change to the rate of corporate income tax from 30% to 28% As this was
not substantively enacted before the year end, no accounting entries have been made 1n respect of this potential

change

17




ALTERIAN TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2007

9. OTHER INTANGIBLE ASSETS

Cost:
At 1 Aprl 2005
Additions

At 1 Apnl 2006
Additions
Disposals

At 31 March 2007

Accumulated amortisation:
At 1 Apnl 2005
Charge for the year

At 1 Apnl 2006
Charge for the year
Disposals

At 31 March 2007

Carrying amount:
At 31 March 2007

At 31 March 2006

Development  IPR & other Total
costs software
licences
£000 £000 £000
- 1,803 1,803
405 - 405
405 1,803 2,208
763 486 1,249
- (508) (508)
1,168 1,781 2,949
] 1,485 1,485
- 164 164
- 1,649 1,649
202 154 356
- (508) (508)
202 1,295 1,497
966 486 1,452
405 154 559

Intangible assets represent intellectual property nights and other software licences and development costs
Intellectual property nghts and other software hcences are amortised over their esttmated useful lives of 2 to 6
years Development costs are amortised over thewr esthmated useful hives of not more than 3 years

The anticipated hife of intangible assets 1s regularly reviewed 1 accordance with IAS 38 ‘Intangible Assets’
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ALTERIAN TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2007

10.

11.

PROPERTY PLANT & EQUIPMENT

Computer Fixtures
Motor and office and
vehicles equipment fittings Total
£000 £000 £000 £000

Cost:
At 1 April 2005 26 473 254 753
Additions - 248 46 294
Disposals (26) - - (26)
At 1 Apnl 2006 - 721 300 1,021
Additions - 77 32 109
At 31 March 2007 - 798 332 1,130
Accumulated depreciation:
At 1 Apnl 2005 13 420 167 600
Charge for the year 3 84 41 128
Disposals (16) - - (16)
At 1 Apnl 2006 - 504 208 712
Charge for the year - 122 49 17
At 31 March 2007 - 626 257 883
Carrying amount:
At 31 March 2007 - 172 75 247
At 31 March 2006 - 217 92 309
INVESTMENTS HELD AS FIXED ASSETS
Available for sale investments £000
Cost at | Apnl 2006 and 31 March 2007 70

This mvestment does not have a quoted market price 1n an active market, and 1ts fair value cannot be reliably
measured It has been measured at cost and the value reviewed for impairment

Investment 1n parent company shares

£000
Balance
At 1 Apnl 2006 59
Additions 1n the year 56
At 31 March 2007 115

Investments relate to shares 1n the Group held 1n trust in order to facilitate the operation of the Group share schemes

for the benefit of employees of the Company
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2007

12.

13.

14,

FINANCIAL ASSETS
Trade and other recervables

At the balance sheet date trade and other receivables compnse amounts from the sale of goods, other debtors
and prepayments of £8,793,000 (2006 restated £5,859,000)

The average credit period taken on sales of goods 1s 53 days (2006 90 days) No interest 1s charged on the
receivables

The Directors consider that the carrying amount of trade and other receivables approximates to their fair value
Non-current other receivables represent amounts owed by group companies of £3,876,000 (2006 restated
£1,207,000) falling due after more than one year These loans have no fixed repayment date, other than being
due after more than one year The balance has been restated to reflect the updated accounting policy for share
based payments as described 1n note 1

Cash and cash equivalents

These compnse 1n cash in hand and deposits held at call wiath banks The carrying amount of these asseis
approximates to their fawr value

FINANCIAL LIABILITIES

Trade and other payables

Trade payables principally compnise amounts outstanding for trade purchases and ongomng costs Other
payables include amounts due to Group compames of £897,000 (2006 £ml) The average credit period taken
for trade purchases for the Company 1s 49 days (2006 40 days)

The Directors constder that the carrying amount of trade payables approximates to their fair value

CREDIT RISK

The Company’s principal financial assets are bank balances and cash and trade and other receivables which
represent the Company’s maximmum exposure to credit risk in relation to financial assets

The Company’s credit nsk 15 primanly attributable to 1its trade receivables The amounts presented n the
balance sheet are net of allowances for doubtful recervables, estimated by the Company’s management based

on prior expenence and their assessment of the current economic environment

The Company has no sigmificant concentration of credit nsk, with exposure spread over a large number of
counterparties and customers
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ALTERIAN TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2007

15.

16.

DEFERRED TAXATION

A deferred tax asset of £650,000 (2006 £250,000) has been recogmsed 1n respect of tax losses and the increase of
£400,000 has been credsted to the income statement during the year

Unrecogmised deferred tax assets at 31 March 2007 are £3,145,000 (2006 £3,480,000) relating to short term
nming differences and tax losses These will be realised as and when they reverse against suitable future taxable
profits

At the balance sheet date the Company has unused tax losses of £9 6 milhon (2006 £10 mullion) available for
offset apanst future profits A deferred tax asset has been recogmsed m respect of £22 mullion (2006
£0 8m) of such losses No deferred tax asset has been recogmsed n respect of the remamung £7 4 mullion (2006
£9 2 mulhon) as the Company 1s in the early stages of emerging into profitabihty and it would be imprudent to
assume the amount and timing of further future profit strearns for this purpose at this ime Losses may be carned
forward indefinitely

SHARE CAPITAL
2007 2006
£ £
Authorised
21,100,000 Ordinary Shares of £0 01 each 211,000 211,000
19,000,000 6% Redeemable Preference Shares of £1 each 19,000,000 19,000,000
19,211,000 19,211,000
No. £
Called up, allotted and fully paxd
21,010,073 Ordinary Shares of £0 01 each 210,101 210,101
19,000,000 6% Redeemable Preference Shares of £1 each 19,000,000 19,000,000

19,210,101 210,101

The preference shares carry a non-cumulative dividend of 6% per annum on par value and are redeemable only at the
Company’s option
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ALTERIAN TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2007

17.

18.

COMBINED RECONCILIATION OF MOVYEMENTS IN SHAREHOLDERS® FUNDS AND
STATEMENT OF MOVEMENTS ON RESERVES

Share
Share premium Other  Retained

capital account reserves  earmings 2007 2006
£000 £000 £000 £000 £000 £000

At the begiunning of the years
as previously reported 19,210 280 399 (13,505) 6,384  (14,546)
Restatement (see note 1) - - {399) - {399) (316)
As restated 19,210 280 - (13,505) 5,985 (14,862)
Profit for the year - - - 2,564 2,564 1,847
Issue of shares - - - - - 15,000
At the end of the year 19,210 280 - (10,941) 8,549 5,985

Share capital includes £210,101 Ordinary Share capital (2006 £210,101) and £19,000,000 (2006 £19,000,000)
Preference Share capital (see note 16)

Other reserves have been restated to reflect the updated accounting policy for share based payments as described 1n

note 1

NOTES TO THE CASH FLOW STATEMENT

Reconcihation of operating profit to net cash from operating activities

2007 2006

£000 £000
Operating profit 2,140 1,348
Adyustments for
Depreciation of property, plant and equipment 171 128
Amortisation of intangible assets 154 164
Amortisation of development costs 202 -
Profit on sale of property, plant and equipment - 1)
Employee benefit charges 37 3i
IFRS 2 share based payment charge 108 83
Operating cash flows before movements 1n working capital 2,812 1,753
Increase 1n receivables (1,934) (2,704)
Increase 1n payables 734 1,380
Cash generated by operations 1,612 429
Tax credit received 164 257
Tax paid (45) (N
Net cash from operating activities 1,731 679

Cash and cash equivalents (which are presented as a single class of assets on the face of the balance sheet)
compnse cash 1n hand and deposits held at call wath banks
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NOTES TO THE FINANCIAL STATEMENTS
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19.

20.

21.

OPERATING LEASE COMMITMENTS

At 31 March 2007 the Company had outstanding commtments for future munmimum lease payments under non-
cancellable operating leases, which fall due as follows

2007 2006

£000 £000

Within one year 117 11
Between two and five years 71 152
188 163

SHARE-BASED PAYMENTS
Equity-settled share option plan

Some of the employees of Alterian Technology Limuted have options under grant under the Approved,
Unapproved and EMI Schemes

The options under grant are held over the shares of Altenan plc and not Altenan Technology Limited

The fair value of the employee services received under these schemes 1s recogrused as an expense 1n the mcome
statement Fair value 1s determined by use of the Black-Scholes Option Pricing Model The amount to be
expensed over the vesting period 15 determuned by reference to the fair value of share incentives At each
balance sheet date, the Company revises 1ts estimates of the number of share incentives that are expected fto
vest The impact of the revision of onginal estimates, 1f any, 1s recogmsed n the income statement, with a
corresponding adjustment to equity, over the remaining vesting period A summary of the key assumphions 15
included n note 28 of the Group financial statements

The Company has apphed the iransitional provisions of IFRS 2 1n respect of equity-settled awards and has
applied IFRS 2 to equity-settled awards granted after 7 November 2002 that had not vested on 31 March 2005

The amount recogmised as an expense 1n the income statement 1s £108,000 (2006 £83,000)

RETIREMENT BENEFIT SCHEMES

The Company operates a defined contribution pension scheme covenng its permanent UK employees Scheme
funds are adrmumstered by trustees and are mdependent of the Company’s finances Where there are employees
who leave the scheme prior to vesting fully m the contributions, the contributions payable by the Company are
reduced by the amount of the forfeited contnbutions

The Company has contributed 5 5% of members’ gross salanes to the scheme since 1 October 2001 The
pension cost charge represents contnibutions payable by the Company to the fund and amounted to £119,000
(2006 £89,000)

Some UK employees receive an enhancement to salary of between 5% and 10% of gross pay in heu of
Company contributions This amounted to £85,000 (2006 £90,000)
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2007

22, RELATED PARTY TRANSACTIONS

At the year end, the Company had the following outstanding balances with related parties who are members of

the Group
Amounts owed by Amounts owed to
related parties related parties
2007 2006 2007 2006
Restated
£000 £000 £000 £000
Altenan plc - 332 897 -
Altenan Inc 3,876 875 - -
3,876 1,207 897 -

During the year the Company recerved Inter-segment sales of £2,537,000 (2006 £1,345,000) from Alterian Inc
The Company also paid management charges of £106,000 (2006 £ml) to Altenan plc and inter-segment

charges of £25,000 (2006 £ml) to Altenan LLC

Balances have been restated to reflect the updated accounting policy for share based payments as descnibed in

note 1

Remuneration of key management personnel

The remuneration of the Directors, who are the key management personnel of the Company, s set out below 1n

aggregate for each of the categones specified in [AS 24 “Related Party Disclosures”

2006
£000

822
489

2007
£000
Short-term employee benefits 1,130
Share-based payment (gains on exercise of share options) -
1,130

1,311
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23,

24,

ACQUISITIONS

On 11 September 2006 the Company’s ultimate Parent acquited 100% of the 1ssued share capital of Nvigarate
Limuted The total cost of acquisition was approximately £} 47m compnsing consideration of £467k and net
habilities assumed of £1m. This transaction has been accounted for by the purchase method of accounting

Following the acquisiton the business and net liabihines of Nvigorate were integrated into those of Alterian
Technology Lirtuted at net book value

The carrying amounts of each class of Nvigorate's assets and habilities before the combination are set out
below

Description Fair value Carrying

value prior to

acquisition

£000 £000

Property, plant and equipment 4 4

Trade and other receivables 92 98

Trade and other payables (excluding bank overdrafts) (897) (681)

Cash and cash equivalents (bank overdrafis) (57 (57)

Trade and other payables due after one year (144) (144)

Net habnlhities acquared {1,002) (780)
Cost {1,002)

Satisfied by

Intercompany charges {1,002)

The amount of the profit or loss of Nvigorate since the acquisition date has not been 1dentified as the business
was immediately combined wath other Company activities so the impact cannot be determuned

ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

The Company is a wholly owned subsidiary of Altenan Holdings Limted, which is a wholly owned subsidiary
of Altenan ple, both of which are mncorporated i Great Britamn  Altenan plc 1s both the smallest and largest
Group for which Group accounts are prepared Copies of the accounts of Altenan plc may be obtained from
the Company Secretary’s office, Century Piace, Bond Street, Bnistol, BS2 9AG
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