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Chairman’s statement

Whilst the past year saw the addition of some great new customers to our client base and the launch of an exciting new
version of our software, the financial results for the year were significantly below our onginal expectations The strong
increase In revenues In the first half of the financial year was not repeated in the second haff Whilst we still enjoy a
relatively high level of recurnng revenue we did not secure as many new customers as we had anticipated, resulting n a
shortfall in revenues This drop in the level of business in the second half came as a result of a combination of difficult
trading conditions, which we are still experiencing, and some structural 1ssues within the sales operations which are being
addressed

| am pleased to report that one of the contracts scheduled for closure in Q4 with an existing chent, Goodyear, has
subsequently been secured in Q1 of the current year and we are in contract negotiations with a number of other prospects

Whilst we have seen some excellent validation of our marketplace by industry research firms during the year, 1dea
management and collaborative innovation are still yet to become mainstream business processes and as such the amount
of sales and marketing effort required to convert new customers continues to be relatively high We have one hugely
valuable asset in this respect, which 1s our extremely supportive customer base, many of whom continue to be happy to
publish the excellent results they have achieved using Idea Central However, we are still refining our sales and marketing
efforts Our commitment to this 1s demonstrated through the recent hire of an Intenm Vice President of Sales, under whose
guidance we intend to build a world-class sales team

Following the year end, CEO Mark Turrell left the Company by mutual consent and | stepped into the role of Executive
Chairman pending the appointment of a full time Chief Executive and subsequently Shawn Taylor, CFO tock on the
additional role of Chuef Operating Officer The Board 15 committed to bolstening the senior management team, n order to
fortify areas which require specific skills and expenence We intend over the course of the year ahead to be able to
announce several senior hires to ensure the Company has the nght composition to succeed

The market opportunity for Imaginatk remains significant The proliferation of social networking sites, instant messaging
platforms and the increased usage of software delivered via the internet in the business environment are all factors which
we believe are combining to open the door for collaborative innovation in the workplace Businesses and their leaders
continue to face many large scale challenges, which our software and consultancy can help them overcome Our challenge
1S to ensure that we are communicating the nght messages to these business leaders in order to secure an increasing level
of new business

| would Iike to thank our employees, pariners, customers and shareholders for therr continued support and look forward to
working with them in taking Imaginatik forward

Matthew Cooper
Executive Chairman
23 June 2010
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Operational review

Whilst the financial results achieved this year have been disappointing, several of our key metrics have
demonstrated continued progress The average contract value has increased by 27% and there 1s clearly a growing
appetite for longer-term, multi-year contracts not seen in previous years This gives us confidence that the
organisations purchasing our software and consultancy have a strong understanding of the mernts of idea
management and collaborative nnovation and are willing to make a significant long-term commitment to it

Imaginatik continues to hold several significant competitive advantages in the collaborative innovation market We
have the broadest amount of practical, multi-year deployment expenence across a range of different industnes Our
software platform s very flexible and has handled a wide vanety of customer uses at scale without undue
customisation or consulting work We have over 10 years of expenence and expertise gained through working with
some of the world’'s most demanding comparues As highlighted 1n the Intenm Results statement, the ndustry 1s
becoming more competitive as it begins to move towards the mainstream To that end we have invested significantly
in our software platform over the year to ensure that we remain competitive Our plans are to diversify out of a single
product offering, developing solutions for specific verticals and increasing the size of our development team

Whilst we secured some excellent new client wins duning the year, within sectors such as healthcare, insurance,
financial services and technology and have increased the size of deals to current chents, including Kelloggs and
Chubb Insurance, we did not secure as many new clients as we had anticipated, especially in the second half of the
financial year This i1s In part due to the difficult global economic circumstances but also due to structural 1ssues
within our sales operations These 1ssues are being addressed, we have recently appointed an Intenm Vice
President of Sales to take responsibility for the function and one of his early goals 1s to seek a permanent U S
based sales manager We will give further updates to shareholders on this restructunng in due course

In the face of ongoing economic pressures we are aggressively managing costs and aligning the Company n terms
of size, operations and structure to the current market opportunity

Fmanaial Review

Turnover for the year ended 31 March 2010 was broadly the same, year on year at £4 6m (2009 £4 6m) 20% of
this revenue was denved from up-selling our software and services into existing customers, 28% from selling into
new clents, and 51% from recurnng business (2009 18 33 49%) We added an additional 6 new customers on
annual contracts during the course of the year (2009 11) The US continues to be our core market and the
percentage of revenues recewved from the region grew this year to 90% (2009 81%) with the remaining 10% made
up from the Rest of the World (2009 19%)

Due to a number of contract cancellations, largely dnven by the deternorating economic climate, annual recurnng
revenues have decreased by 32% to £2 2m (2009 £3 3m)

Total operational costs increased 30% n the year to £5 7m (2009 £4 4m) This nse in cost base I1s a consequence
of the significant investment we have made In strengthering our sales and marketing capabilities in the expectation
of dnving future revenues As a result of this substanhal nse in the cost base and lower than anticipated revenues,
our operating loss before tax has increased to £1 4m (2009 loss of £0 1m)

In August 2009 we raised £1 51 million net of expenses through a placing of 26,266,666 new ordinary shares of
0 0625 pence each at a pnce of 6 pence per share The net proceeds of the Placing are being used to provide the
Company with the resources to pursue its growth plans and for general working capital purposes

QOur cash position has strengthened over the year with cash and cash equivalents at the year end standing at
£151m (2009 £1 14m) and net total equity attributable to shareholders has nsen to £1 70m (2009 £1 45m)

Sales and Marketing

Durning the first half of the year we grew our sales team from seven to 10 people However, the detenoration in new
business wins in the second half of the year caused us to carry out some restructunng to the team We are now
puttng In place new management and reporting systems and we are pleased to welcome, after the year end, Giles
Howard as Intenim Vice President of Sales Giles 1s working alongside the existing management team with specific
responsibility for bullding Imaginatik’s sales team and helping to identify a permanent candidate for the position
Giles has extensive commercial and sales-based experience with a career spanning over 20 years In vanous
aspects of the sales industry

In the year, we signed six new customers onto annual licenses and a number of pilot projects, which are all delivered
via the Software as a Service (SaaS) model We continue to sell across a range of verticals adding new chents from
the telecommunications, public and manufactunng sectors

Operational Review (continued)

3 - Imaginatik plc — Annual report and accounts - 2010




Post the year end we closed two important contracts, the first a two year deal delayed from Q4 with Goodyear, a
long-standing customer which has increased its use of ldea Central, the second a new customer win with Irving Oil
in North Amernca We continue to be in contract discussions with several other existing and new customers, one of
which remains delayed from Q4

We increased our marketing budget dunng the year to support our sales efforts This includes the launch of an
enhanced new website In the second half of the year and an increased web presence We have engaged witha U S
PR agency and continue to have ongoing dialogue with industry analysts, aming to capitalise on the growing
awareness of our industry We continue to bulld our sales pipeline through attendance at key industry events,
including most recently the Front End of Innovation in Boston, the CFO summit in Flonda and Werld Innovation
Forum in New York

Customer Case Studies

Idea Central continues to deliver significant results for some of the wortd's leading organisations Some examples of
projects implemented over the year through the use of our software are as follows,

- Fireman’s Fund insurance company tap into deeply rooted culture of innovation The premier property and
casualty insurer wished to identify the best ideas implemented and share them across the company, and
also to embed innovation into its culture and practices in the first year, Freman's Fund achieved a 58%
participation rate among all employees, collectng nearly 2,200 implemented 1deas with an estimated
business value in the millions of dollars Jan Schultz, Senior Director of Innovation at Frreman's Fund
Insurance Company, stated, “Fireman’s Fund's goal 1s to make innovation a part of our culture — our
everyday way of doing things It can’t be just the flavour of the day We’re en the path to achieving that now
and Imaginatik has been an important partner on that journey "

- Xerox generates high qualty ideas through Idea Central event One of the world’s leaders in technology
sought to increase the number of top quality research 1deas, provide measurable results, and fit well within
the corporate culture An ldea Central event by Imaginatik generated 10 tmes the amount of high quality
ideas compared to the face-to-face approach, many of which were integrated into the company's research
portfolio almost iImmediately George Gibson, a leader within the Xerox Innovation Group, stated, “For our
apphlication, we found Idea Central to be the best, most integrated, and most comprehensive idea
management software available on the market We were really impressed with the energy of the people at
Imaginatik, and the openness of the community We felt they were committed to making us successful ”

Product Development

Durnng the year under report we have made significant investment in increasing the size of our product development
team n order to enhance our software and soluttons platform Highlights of the penod include the release in January
2010 of Idea Central 10, providing a major update to our award-winning collective intelhgence software solution We
have also introduced Idea Central Mobile, which has been developed in collaboration with ane of our clients, Chubb
insurance The product was demonstrated recently at a Chubb conference in Boston allowing all conference
attendees to participate in an Idea Central event from their mobile device

Other product developments include a new solution that integrates Idea Central with Microsoft SharePoint This
module will enable clients to integrate |dea Central with other software products

We shall seek to further strengthen our product range over the next year by introducing new offenngs that
complement the core Idea Central platform These will include a portfolio tracking solution, advanced review and
assessment tools, further focus on integration with enterprise systems and expanding access via mobile devices

Board Changes

As previously announced, Matthew Cooper joined the Board of Imaginatik as non-executive Chairman on 9 QOctober
2009 replacing Howard Marshall who retired from the Board following three years with the Company The Board 1s
grateful to Mr Marshall for his contnbution to the growth of the Company dunng his tme with Imaginatk His
assistance throughout the IPC and the Company's first years as a public company was invaluable

On the 22 December 2009, Geoffrey Carss, Executive Director responsible for Sales and Professional Services,
resigned from the Board The Board would like to thank Mr Carss for his contribution to the development of
Imaginatik over the past three years and wish him well in his future endeavours
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Operational Review {continued}

On the 7 June 2010, following the year end, the Company announced that Mark Turrell, CEQ, left the Company by
mutual consent Matthew Cooper was appointed as intenm Executive Chawman pending the appointment of a full
time Chief Executive

Subsequently, on the 15 June 2010, Shawn Taylor, CFO, was appointed Chief Operational Officer and CFO,
assuming responsibiity for the operational management of the Company alongside his current financial
responsibilities as CFO

Outlook

The first quarter of the financial year is a traditionally slow one and that trend has continued this year although we
have seen some improvement over the first quarter of 2009 We continue to sign new business and are particularly
pleased to have entered the resource sector, one 1n which we have not previously had a presence

Idea Central continues to be deployed in some of the world’s largest organisations, across multiple industries, and
the enhancements we have made to our platform in the year have ensured we remain at the forefront of our industry
Our focus 15 now on the aggressive management of costs, while building a world-class sales and management team
with the appropniate skills and expertise to grow the Company within a fast-moving marketplace

Shawn Taylor
COO & CFO
23 June 2010
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Directors

The board compnses three executive directors and two non-executive directors, whose detalls are set out
below

Shawn Karl Taylor FCA (Chief Financial Officer, aged 47, British)

Shawn joined Imaginatik in September 2005 and mantains responsibility for financial systems and processes
Shawn also has responsibiity for the routine financial controls, management accounting, forecasting and
budgeting procedures, treasury management, foreign exchange control and corporate governance compliance

He has eleven years' expenence as a public company Chief Financial Officer and has led companies through
growth phases having previously been Chief Financial Officer of HIT Entertainment Plc from 1998 to 2001 and
Content Film Plc from 2001 to 2004

Andrew Karl Wainwright (Chief Technology Officer, aged 43, British)

Andrew manages hosting operahons, chent support, pre-sales techmical support and internal IT He s
responsible for creating Imaginatik’'s hosted services His background includes 12 years with IBM from 1588 to
2000, where he was European Manager for Hosted Services Andrew has written three techmical books on
managing hosted systems, and has been an IT management consultant Andrew has an MA in Mathematics
from the University of Cambridge Andrew joined Imaginatik in November 2001

Paul Gilmer Morland ACA (Non-executive director, aged 49, British)

Having qualified as a Chartered Accountant with PncewaterhouseCoopers in 1985, Paul spent three years at
Schroder Investment Management He then held vanous accounting roles tin industry including divisional CFO
at Serco Plc

tn 1995 he joined NatWest Secunties and was voted the number one analyst in the UK technology sector in the
1998 Extel survey During this period he was involved in a number of flotations including Autonomy and
Computacenter He was consistently ranked in the top three analysts in his sector until he left Deutsche Bank
(which acquired NatWest Securities in 1999) in 2000 to become the CFO of a privately owned IT services
company He returned to an analyst role i the Software and IT Services sector in 2002 and his team at Societe
Generale was voted number two In the 2005 pan-European Extel survey Between 2005-08 Paul was the
Software and Computer Services analyst at Arbuthnot Secunties At present Paul works as a software analyst
for Blue Oar Securities Plc

Matthew Cooper (Non-executive Chairman aged 44, American , Appointed 9 October 2009)

Matthew Cooper was appointed to the board to replace Howard Marshall as Non-executive Chairman Matthew
1s a graduate of Princeton University and an Amencan national, 1s an expenenced public company director and
investor He has been the Chairman of Octopus Capital Limited since 2002 and ts currently a non-executive
director of a number of VCTs and private companies Prior to joining Octopus, Matthew was the Principal
Managing Director of Capital One Bank (Europe) plc where he was responsible for all aspects of the company's
strategic direction and day-tc-day operations in Europe He led the UK portion of the business from start-up to 2
million customers, generating annual revenues of aver £275 million and employing over 2,000 people

Ex-Directors
During the year the following directors resigned from the board
Geoff Charlton Carss (Resigned 9 December 2009)
Howard Cleveley Marshall (Resigned ¢ October 2009)
Mark Clifford Turrell {Resigned 4 June 2010)
Board committees
The board has established an audit committee and a remuneration committee Each of the two committees

comprises the two non-executive directors Paul Merland chairs the audit committee and Matthew Cooper
chairs the remuneration commuttee
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Statement of corporate governance

The directors recogrise the importance of sound corporate governance and the guidelines set out in the
Principles of Good Corporate Governance and Code of Best Practice (the *Combined Code"}, which post year
end has been replaced by the UK Corporate Governance Code Whilst AIM companies are not obliged to
comply with the Combined Code, the directors do intend to comply with the Combined Code so far as I1s
appropriate having regard to the size and nature of the various companies which compnse the group The
board takes such measures so far as practicable to comply with the Combined Code and in addition, the
Quoted Companies Aliance ("QCA") Guidelines for AIM Companies

Board composition

The group has two executive directors and two non-executive directors The board retains full and effective
control over the group The group holds regular board meetings at which financial, operational and other reports
are considered and, where appropniate, voted on Apart from regular meetings, additional meetings will be
arranged when necessary to review strategy, planning, operational and financial performance, nsk, capital
expenditure and human resource The board 1s also responsible for monitoring the activities of the executive
management To enable the board to perform its duties, all directors will have full access to all relevant
information If necessary the non-executive directors may take independent professional advice at the group’s
expense

Board committees

The directors have established an audit committee and a remuneration committee with formally delegated
duties and responsibilities

The audit committee

The audit committee meets at least twice a year The committee reviews the group's annual and interm
financial statements before submission to the board for approval The committee also reviews regular reports
and meets with management and the externa! auditors on accounbng and mternal control matters Where
appropriate, the committee monitors the progress of action taken in relation to such matters The committee
also recommends the appaintment of, and reviews the fees of, the external auditors

The remuneration committee

The remuneration commitee meets twice a year It 1s responsible for reviewing the performance of the
executive directors and for setting the scale and structure of their remuneration, paying due regard to the
interests of shareholders as a whole and the performance of the group The remuneration committee also
determunes allocations of any warrants or options granted under any share option scheme adopted by the
group now and in the future and 1s responsible for setting any performance criteria relevant to such warrants or
options

Board appointments
Any decision to appomnt further directors to the board 1s taken by the entire board in a formal meeting Where it
15 deemed necessary, new members of the board are provided with appropnate training in respect of their roles
and duties as a public company director

Investor relations
The group places a great deal of mportance on communication with 1ts shareholders
M Cooper has been identified as the group’s Senior Independent Director He 1s avallable to shareholders who
wish to raise any concemns that they have been unable to resolve through other channels and to attend
meetings between management and major investors
The notice of the AGM will be sent to shareholders at least 21 clear days before the Meeting At the

forthcoming AGM, the group will indicate the level of proxy voting and members of the board committees will be
available to answer questions
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Statement of corporate governance (continued)

Corporate social responsibility
The group continues to make progress towards becoming carbon neutral throughout its operations in both the

UK and USA This has taken the shape of an assessment of our carbon footprint using external consultants
which will lead to a plan to reduce our future emissions and to offset those which are unavoidable

Going concern
After making enquiries, the directors have a reasonable expectation that the group has adequate resources to
continue In operational existence for the foreseeable future For this reason, the going concern basis has been
adopted in prepanng the financial statements

Internal control

The directors acknowledge their responsibility for the group’s systems of internal control

The group mamntains systems of internal control to provide reasonable but not absolute assurance against
matenal misstatement or loss

The system of internal control 1s structured around an assessment and priontisation of the vanous nsks to the
business The control environment 1s designed to address particularly those nsks that the board considers to be
matenal to the business, in safeguarding the assets against unauthonsed use or disposition and mantaining
proper accounting records which produce rehable financiat information

The board has reviewed the effectiveness of the system of internal control for the accounting perioed and the
period to the date of approval of the financial statements

The key features of the group's systems of intemal control are as follows
*  anongoing process of nsk assessment to identfy, evaluate and manage business risks,
* management structure with clearly defined responsibilittes and authonty imits,
« acomprehensive system of reporting financial results to the board, and
« appraisal and authorisation of capital expenditure
The group does not currently operate an internal audit function At the audit committee meetings the Chief

Financial Officer presents a formal report on internal controls and a programme of work to ensure systems and
processes are continuously improved
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Remuneration report

Responsibilies

The remuneration committee 1s responsible for the determination of the remuneration policy of the group’s
executive directors and senior executives

Composition
The members of the remuneraton committee (‘the committee”} durtng the vyear were
M Cooper (Chairman of the commuttee) and P G Morland At the beginning of the year H C Marshall was a
member of the committee but retired durnng the year

Directors’ service contracts
The service contracts entered into by the Chief Executive Officer and Chief Financial Officer require twelve
months' notice of termination, on either side  The service contract of the Chief Technology Officer requires six
months’ notice of termination on either side
Each director’s term of office expires at the forthcoming Annual General Meeting

Remuneration of non-executive directors.

The remuneration for the non-executive directors 15 determined by the board as a whole and consists of fees
and share options for therr services in connection with hoard and board committee meetings and, where
relevant, for additional services such as chainng a board committee They are not eligible for pension scheme
membership and do not participate in any bonus scheme
Non-executive directors do not participate in decisions ahout their own remuneration

Executive remuneration policy
The committee endeavours to offer competitive remuneration packages which are designed to attract, retain
and provide appropnate mcentives to executive directors and senior executives with the expernence and
necessary skills to operate and develop the group’s business to therr maximum potential, thereby delivening the
highest level of retumn for the shareholders
Consistent with this policy, benefits packages awarded to executwves are intended to be competitive and
compnsing a mix of non performance-related and performance-related remuneration designed to provide
appropnate incentives to them, but not to detract from the goals of corporate governance

Remuneration components for executive directors

Remuneration packages are reviewed each year to ensure that they are in line with the group’s business
objectives No director participates in decisions about their own remuneration package

The main components in determining pay are as follows
Basic salary/fees and benefits

The basic annual salary I1s subject to an annual review which takes into account the performance of the group
and the individual Benefits comprise the provision of private healthcare insurance

Annual performance-related bonus

Demanding annual performance targets, which are consistent with both the short and long term objectives for
the business, are set for executive directors which must be achieved before the bonus 1s payable

Pensions

A K Wainwright is entitled to an annual pension contnbution of £7,000 (2009 £7,000)
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Remuneration report (continued)

Remuneration components for executive directors (continued)

Executive share options schemes

Share options are granted to executive directors to encourage them to deliver sustained, long term growth
Except in exceptional circumstances, the value of options granted in any year will not exceed two and a half

times basic salary

Directors’ detailled emoluments

The emoluments of the directors of the group were as follows

Salary Pension Compensation Equity 2010 2009
contribution for loss of payments Total Total

office
£000 £'000 £'000 £000 £000 £'000
M C Turrell 100 - - - 100 56
A K Wainwnght 100 7 - 29 136 125
S K Taylor 120 - - 53 173 128
G C Carss 91 - 60 31 182 -
H C Marshal! 25 - - - 25 30
P G Morland 25 - - - 25 23
M Cooper 19 - - - 19 15
480 7 60 113 660 377

Contnbutions to a defined contnbution pension scheme were paid on behalf of one director (2009 one} dunng

the year

Interests in share options

The following directors hold share options over the ordinary shares of the company

Number of
share options

Exercise Grant date

pnce

A K Wainwright 1,250,000 4p 15 December 2006
1,000,000 6 75p 12 August 2009
$ K Taylor 2,500,000 4p 15 December 2006
2,000,000 6 75p 12 August 2009
M Cooper 1,000,000 675 11 December 2009

M C Turrell has an interest in 1,300,000 cptions held by his wife Y U Lindow

After an initial two year qualification period 50% of the options are exercisable at any time up to the tenth
anniversary of the date of grant The remaining 50% of the options are exercisable between the third and tenth

anniversanes of grant

The mid-market price of the company’s shares at 31 March 2010 was 4 38p (2009 5 25p)

M Cooper
Chairman, Remuneration Committee
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Report of the directors for the year ended 31 March 2010

The directors present their report together with the audited financial statements for the year ended 31 March
2010

Results and dividends
The consolidated statement of comprehensive income 15 set out on page 16 and shows the result for the year
The directors do not recommend the payment of a dividend

Prnincipal activity, trading review and future developments

The principal activity of the company and its subsidianies 1s the provision of collaborative innovation software
and related professional services

A review of the activities and prospects of the company i1s given in the Chairman’s statement on page 2 and in
the Operational review on page 3

Directors

The directors of the company at the year end, all of whom served for the whole of the year unless stated, were

A K Wainwright

S K Taylor

P G Morland

M Cooper (appointed 9 October 2009)

G C Carss (appointed 15 May 2008 and resigned 9 December 2009)
H C Marshall (resigned ¢ October 2009)

M C Turrell (resigned 4 June 2010)

Creditor payment policy

It 1s the company’s policy to agree the terms of payment with suppliers to ensure suppliers are aware of those
terms and to then abide by the terms

At the year end trade creditors represented 33 days (2009 32 days) of purchases
Financial instruments nsk management objectives and policies

The group finances its operations through a mixture of cash generated from operations and, where necessary
to fund expansion or capital expenditure programmes, through bank borrowings or the proceeds of the sale of
shares

Management's objectives are to

+ retain sufficient hquid funds to enable the group to meet its day to day obligations as they fall due whilst
maxirmusing returns on surplus funds, and

*  match the repayment schedule of any externa! borrowings or overdrafts with the expected future cash
flows expected to arise from the group's trading activites

As all the group’s surplus funds are invested in Pound Sterling and US Dollar bank deposit accounts and its
borrowings are all obtained from standard bank loan accounts there 1s no price risk exposure

The group’s surplus funds are held primanly in short term vanable rate deposit accounts The directors believe
that this gives them the flexibility to release cash resources at short notice and also allows them to take
advantage of changing conditions in the finance markets as they anse

Foreign exchange risk anses because the group has operations located in various parts of the world whose
functional currency 1s not the same as the functional currency in which the group companies are operating The
group’s policy 18, where possible, to allow entites to settle habiities denominated in therr functional currency
with the cash generated from their own operations in that currency
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Report of the directors for the year ended 31 March 2010 (continued)

Financial instruments risk management objectives and policies {continued)

The group's borrowings are in vanable interest rate loans which exposes the group to a cash flow nsk
associated with changing tnterest payments The directors believe the ability to take advantage of falls in
interest rates 1s more impertant than the certainty of knowing their financial commitments when managing the
group’s trading activities

More details on financial instruments management objectives and policies are mentioned within note 23

IFRS

We have prepared our financial statements 1n accordance with International Financial Reporting Standards as
adopted by the EU (IFRS)

Statement as to disclosure of information to auditors
In so far as the directors are aware
+ there s no relevant audit information of which the group’s auditor 1s unaware, and

= the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditor is aware of that information

Directors' responsibilities

The directors are responsible for prepanng the Annual Report, the Directors’ Remuneration Report and the
financial statements in accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the group and parent company financial statements in accordance with
International Financial Reporting Standards (IFRSs) as adopted by the European Union Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and farr
view of the state of affairs of the group and the company and of the profit or loss of the group for that period

In preparnng these financial statements, the directors are required to

* select suitable accounting policies and then apply them consistently,

* make judgements and accounting estimates that are reasonable and prudent,

+ state whether applicable IFRSs as adopted by the European Union have been foliowed, subject to any
matenal departures disclosed and explained in the financial statements,

The directors are responsible for keeping adequate accounting recerds that are sufficient to show and explain
the company's transactions and disclose with reasonable accuracy at any tme the financial position of the
company and the group and enable them to ensure that the financial statements and the Directors’
Remuneration Report comply with the Companies Act 2006 and, as regards the group financial statements,
Article 4 of the IAS Regulation They are also responsible for safeguarding the assets of the company and the
group and hence for taking reasonable steps for the prevention and detection of fraud and other sregularities

The directors are responsible for the maintenance and integrity of the group’s website Legislation in the United
Kingdom governing the preparation and dissemination of financial statements may differ from legislation n
other junsdictions

Each of the directors, whose names and functions are histed in the “Our Board” section of the annual report,
confirm that, to the best of their knowledge

= the group financial statements, which have been prepared in accordance with IFRSs as adopted by the
EU, give a true and fair view of the assets, llabilities, financial position and profit of the group, and

« the directors’ report contained in the Annual Report includes a farr review of the development and
performance of the business and the position of the group, together with a descnption of the pnncipal
nsks and uncertainties that it faces
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Report of the directors for the year ended 31 March 2010 (continued)

In accordance with Section 418 of the Companies Act 2006, directors’ reports shall include a statement, in the
case of each director in office at the date the directors’ report 1s approved, that

a) so far as the director 1s aware, there 1s no relevant audit inforrnation of which the company’s auditors |
are unaware, and

b) he has taken all the steps that he ought to have taken as a director in order to make himself aware of
any relevant audit informatron and to establish that the company’s auditors are aware of that
information

Auditor

RSM Tenon Audit Limited 1s deemed to be reappointed under section 487(2) of the Companies Act 2006

On behalf of the board
i3l

Shawn Taylor
Secretary
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RSM Tenon

Independent auditor's report to the shareholders of Imaginatik plc

We have audited the financial statements of the group and parent company for the year ended 31 March 2010 which
comprise the Consolidated Statement of comprehensive income, Consolidated and Parents Statement of Changes
in Equity, Consolidated and Parents Statement of Financial Position, Consolidated and Parents Statement of Cash
Flows and the related notes The financial reporting framework that has been applied in their preparation is
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the group's shareholders, as a body, In accordance with Section 495 of the Compantes
Act 2008 Our audit work has been undertaken so that we might state to the group's shareholders those matters we
are required to them in an auditors' report and for no other purpose To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the group and the group's shareholders as a body, for our audit
work, for this report or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Statement of Directors’ Responsibiities, set out on pages 12, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair view
Our respeonsibility 1s to audit the financial statements in accordance with applicable law and International Standards
on Auditing (UK and Ireland} Those standards require us to comply with the Audting Practices Boards's (APB's)
Ethical Standards for Auditars

Scope of the audit of the financial accounts
An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or
error This includes an assessment of whether the accounting policies are apprepnate to the group's and the parent
group's circumstances and have been consistently applied and adequately disclesed, the reasonableness of
significant accounting estimates made by the directors, and the overall presentation of the financial statements
Opinion
In our cpinion the financial statements

- give a true and fair view of the state of the group’s and of the parent company's affarrs as at

31 March 2010 and of the group’s loss for the year then ended,

- have been properly prepared in accordance with IFRSs as adopted by the European Unicn, and

- have been prepared In accordance with the requirements of the Companies Act 2008
Opinton on other matters prescribed by the Companies Act 2006
In our opinion

- the information given in the Directors' Report for the financial year for which the financial statements are
prepared 15 consistent with the financial statements
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RSM Tenon

Independent auditor’s report to the shareholders of Imaginatik plc {continued)

Matters on which we are required to report by exception

We have nothing to report In respect of the following

Under the Compantes Act 2006 we are required to report to you If, In our opinion

adequate accounting records have not been kept, or returns adequate for our audit have not been
receiwved from branches not visited by us, or

the financial statements are not In agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or

we have not received all of the information and explanations we require for our audit

Q.SW\f\-_e_,...,... An i oA

Alistair Hunt FCA
Senior Statutory Auditor

For and on behalf of
RSM Tenen Audit Limited, Statutory Auditor

2 August 2010
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Consolidated statement of Comprehensive Income for the Year Ended 31 March 2010

Note 2010 2009
£ £

Revenue 2 4,550,646 4,580,809
Cost of sales {326,267) {302,386)
Gross profit W m
Administrative expenses {5,653,189) (4,382,790}
Operating loss before financing and taxation 5 (1,428,810} (104,367)
Cperating (loss)/ profit before share option costs (1,244,933} 128,893
Share option costs 3 {183,877} (233,260)
Finance {costs)income 6 (2,870) 1,939
L oss on ordinary activities before taxation (‘LW (m
Taxation expense 7 {7,215) -
Loss on ordinary activities for the year

(1,438,895) (102,428)
Loss per share Basic and diluted 8 {0 96p) (0 08p)

Al of the above losses for the year are atinbutable to equity holders of the parent

All of the activities of the group are classed as continuing

The group has no recognised income or expenses other than the results for the year as set out above

The notes on pages 21 to 38 form part of these financial statements
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Consolidated statement of financial position at 31 March 2010

Note 2010
£ £

ASSETS
Non-current assets
Property, plant and equipment 1" 151,802
Intangible assets 12 161,359
Current assets 313,161
Trade and other receivables 13 1,596,020
Cash and cash equivalents 1,506,148

3,102,168
Total assets 3,415,329
EQUITY AND LIABILITIES
Equity
Issued capital 14 99,515
Share premium 16 3,918,881
Share option reserve 16 520,652
Retained eamnings 16 (2,837,257)
Total equity attnbutable to equity holders of the parent 1,701,791
Liabilities
Non-current habilities
Other payables 18 230,307
Current habihities 230,307
Interest-beanng loans and borrowings 19 -
Trade and other payables 19 1,483,231

1,483,231
Total habilities 1,713,538
Total equity and habilittes 3,415,329

The financial statements were approved and authonsed for 1ssue by the board on
by

Shawn Tay fﬂ/’],fo

Director

The notes on pages 21 to 38 form panrt of these financial statements

2009
£ £
91,311
154,239
245,550
1,551,522
1,136,231
2,687,753
2,933,303
82,920
2,429,936
336,775
(1,398,362)
1,451,269
19,713
1,462 321
1,482,034
1,482,034

2,933,303

and signed on its behalf
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Parent company statement of financial position at 31 March 2010

ASSETS

Non-current assets
Investments

Property, plant and equipment
Intangible assets

Current assets

Trade and other receivables
Cash and cash equivalents

Total assets

EQUITY AND LIABILITIES

Equity

Issued capital

Share premium

Share option reserve
Retained earnings
Total equity
Liabilities
Non-current habihties
Other payables

Current habilities

Interest-bearing loans and borrowings
Trade and other payables

Total hahilities

Total equity and habilities

The financial statements were approved and authonsed for 1ssue by the board on

by

Shawn Tay
Director

e

Note

10
"
12

13

14
16
16
16

18

19
19

2010
£ £
1
151,802
161,359
313,162
1,913,642
1,506,148
3,419,790
3,732,952
99,515
3,918,881
520,652
(2,519,634)
2,019,414
230,307
230,307
1,483,231
1,483,231
1,713,538

3,732,952

The notes on pages 21 to 38 form part of these financtal statements

2009

1
91,311
154,239

1,895,673
1,136,231

82,920
2,429,936
336,775
(1,054,210)

19,713
1,462,321

and signed on 1ts behalf

245,551

3,031,904

3,277,455

1,795,421

1,482,034

1,482,034

3,277,455
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Consolidated and parent company cash flow statements for the year ended 31 March 2010

2010 2009

Note £ £ £ £
Cash (outflows)/ inflows from operating 22 (866,463) 781
activities
Investing activities
Acquisitron of property, plant and equipment (172,048} (97,456)
Acquisition of intangible assets (77,399} (97,478)
Net cash used in investing activities {249,447} (194,934)
Net cash flow before financing activities {1,115,910) {194,153)
Financing activities
Net proceeds from the 1ssue of share capital 1,505,540 264,416
Repayment of borrowings {19.713) (24,522)
Net cash generated from financing activities 1,485,827 239,894
Net increase Iin cash and cash equivalents 369,917 45 741
Opening net cash and cash equivalents 1,136,231 1,090,480
Closing net cash and cash equivalents 1,506,148 1,136,231

The company's subsidiary has no cash inflows cr outflows and therefore the amounts above relate to both the parent
company and the group There 15 a difference in the reconciliation of operating loss to cash flows from operating

activities, as shown in note 22

The notes on pages 21 to 38 form part of these financial statements
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Statement of changes in equity for the year ended 31 March 2010

Group

Balance at 1 Apnl 2008

Loss for the year
Share option costs

Shares 1ssued

Balance at 31 March 2009

Loss for the year
Share option costs

Shares 1ssued

Balance at 31 March 2010

Parent company

Balance at 1 Apnl 2008

Loss for the year
Share option costs

Shares 1ssued

Balance at 31 March 2009

Loss for the year
Share option costs

Shares 1ssued

Balance at 31 March 2010

The notes on pages 21 to 38 form part of these financial statements

Share Share Share option Retained Total
capital premium reserve earnings
£ £ £ £ £
78,182 2,170,258 103,515 (1,295,934) 1,056,021
- - (102,428) (102,428)
- - 233,260 - 233,260
4,738 259,678 - - 264,416
4,738 259678 233,260 {102,428) 395,248
82,920 2429936 336,775 (1,398,362) 1,451,269
- - (1,438,895) (1,438,895)
- - 183,877 - 183,877
16,595 1,488 945 - - 1,505,540
16,595 1,488,945 183,877 (1,438,895) 250,522
99,515 3,918 881 520,652 (2,837,257) 1,701,791
Share Share Share option Retamned Total
capital  premwum reserve eamings
£ £ £ £ £
78,182 2,170,258 103,515 {917,426) 1,434,529
. - {136,784) (136,784)
- - 233,260 - 233,260
4,738 259678 - - 264,416
4738 259,678 233,260 (136,784) 360,892
82920 2429936 336,775 (1,054,210} 1,795 421
- - (1,465424) (1,465424)
- - 183,877 - 183,877
16,595 1,488,945 - - 1,505,540
16,595 1,488,945 183,877 (1,465424) 223,993
§9,515 3,918,881 520,652 (2,519,634) 2,019,414
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Notes forming part of the financial statements for the year ended 31 March 2010

1

Accounting policies

General information

The group headed by Imagimatik plc 1s one of the leading providers of collaborative innovation software and
related professional services to large and medium-sized enterpnses

The company 15 a public hmited company incorporated and domiciled in the UK The address of its registered
office 15 22 Melton Street, London, NW1 2BW

The company 1s listed on the Alternative Investment Market The group consclidated financial statements were
authorised for 1ssue by the board of directors on 23 June 2010

The company has adopted the requirements of Internabonal Financial Reporting Standards (IFRS) and IFRIC
interpretations endorsed by the European Union (EU) and those parts of the Companies Act 2006 applicable to
companies reporting under IFRS The financial statements have been prepared under the historical cost
convention and are in accordance with applicable accounting standards

These financial statements have been prepared in accordance with the accounting policies set out below, which
have been consistently applied to all the years presented These accounting policies comply with applicabte
IFRS and IFRIC interpretations issued and effective at the time of prepanng these statements

Basis of consoidation

The group financial statements for the year ended 31 March 2010 consolidate the financial statements of
Imaginatik plc and its subsidiary undertaking using the acquisiion method Subsidianes are entities that are
directly or indirectly controlled by the group

The company has taken advantage of the exemption under S408 of the Companies Act 2006 and has not
presented its own statement of comprehensive income Of the consolidated result for the year ended 31 March
2010, aloss of £1,465,424 (2009 loss of £136,784) Is attnbutable to the company

Functional Currency

The national currency of the United States of Amenica i1s the United States Dollar (*USD"), which 15 the
company's functional currency, because 1t 1s the currency in which the Company pnmanly generates and
expends cash and it reflects the economic substance of the underlying events and circumstances of the
Company These consolidated financial statements are presented in Bntish Pounds Sterling (“GBP"} since
management believes that this currency 1s more useful for the users of the consclidated financial statements

Revenue

Income for the group Is derived from a number of different sources These sources are service-based rather
than through the sale of goods Following the principles of IAS 18 ‘Revenue’, the policies for income recognition
in respect of each of the different sources of iIncome are such that income 1s recognised to the extent that the
group has obtained the right to consideration through its performance or delivery of a service In the penod of
account Certain forms of income require a contractual obligation to be entered into between the group and the
customer In applying the income recognition policies below where there 1S a requirement for a contract to be
signed, income 1$ recognised in accordance with the policy when the contract has been signed or there 1s
persuasive evidence that the contract will be signed

a) Consulting

Income derived from consulting subject to contracts 1s recogrused in the month in which the consulting takes
place Income from longer term consulting arrangements shall be recognised evenly over the term of the
contract

b) Development

Custom development work income 15 recognised in the month 1n which the work 1s performed and
enhancements delivered to the chent
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Notes forming part of the financial statements for the year ended 31 March 2010

1

Accounting policies {continued}

¢) Hosting

Hosting income 1s recognised evenly over the term of the contract Where hosting is included as part of a
bundle within a contract and 1s not specifically itemised, an apportionment 1s taken as the hosting element of
the contract This amount ts recognised over the penod of hosting

d) Hosting set-up

Income denved from the initial hosting set-up of a customer environment 1s recognised in the penod in which
the work is performed

e) Licence fees — annual, perpetual and multi-year

Income that arises from annual licences 1s recognised in equal instalments over the number of years to which
the contractual arrangement relates Income ansing from perpetual or multi-year hicences are recognised in full
in the perniod In which the contractual agreement has been signed or where there 1s persuasive evidence that
the contract will be signed

f) Maintenance

Income derived from maintenance fees i1s recognised over the term of the contract Where a maintenance fee
1s not temised in the contract but I1s still provided as part of the contractual arrangement, an apportionment 1s
taken as the maintenance amount

g) Support

Income derived from technical support services 1s recognised n the period in which the support or service Is
provided to the chent

h) Software rental

Income denved from the short term rental of software 1s spread across the period of rental

1) User training

Income derived from the provision of training 15 recognised in the maonth dunng which that traiming 1s provided
to the chent The same pninciple applies whether the training 1s supplied by in-house personnel or I1s delivered
by a subcontractor

)} Barter transactions

The company enters into sale agreements with certain customers on a barter basis whereby the consideration
for the supply of software and services by the company 1s the receipt of certain other goods and services from
the customer instead of the payment of cash

These barter transactions are recognised in the financial statements on the basis of the fair value of the goods

and services received, and where appropnate the income and expense ts spread across the period during
which the service 1s provided

Research and development

The cost of research 1s charged to the statement of comprehensive income In the penod in which 1t 1s incurred
However, If the development cntena specified In JAS 38 have been met, then the expense 1s capitalised

Leased assels

Costs In respect of operating leases are charged on a straight line basis over the term of the lease in arnving at
the operating loss before taxation
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Notes forming part of the financial statements for the year ended 31 March 2010

1  Accounting policies (continued)

Pension costs
Contributions to the group’s defined contnbutions pension scheme are charged to the statement of
comprehensive income in the penod in which they become payable

Property, plant and equipment
All property, plant and equipment 15 stated at cost less subsequent depreciation and impairment The costs of
the property, plant and equipment I1s their purchase price plus any incidental costs of acquisition Depreciation
commences at the point the asset 1s brought into use

Depreciation is provided to write off the cost, less estmated residual values, of all property, plant and equipment
equally over their expected useful lives It 15 calculated at the following rates

Leasehold improvements - Over the Iife of the lease
Fixtures and fitings - 33% per annum
Equipment - 33% to 50% per annum

If there 18 any indication that an asset’s value 15 less than its carrying amount an impairment review 1s carried
out Where appropnate an asset's value 1s reduced to reflect this

The residual values and useful econormic lives of fixed assets are reviewed by management on an annual basis
and revised to the extent required

Intangible assets and amortisation

The costs of significant groups of software licences are capitalised and then amortised over the useful economic
lives of the software concerned Amortisation 1s charged to administrative expenses

The cost of intangible assets 1s their purchase prce plus any incidental costs of acquisiion Amortisation begins
from the time the asset 1s brought into use

Software - 20% to 33% per annum
Deferred taxation

Deferred tax 1s recognised on differences between the carrying amounts of assets and habilites in the financial
statements and the comresponding tax bases used In the computation of taxable profit and 1s accounted for
using the statement of financial position hability method Deferred tax liabilities are generally recognised for all
taxahle temporary differences and deferred tax assets are recognised to the extent that it ts probable that
taxable profits will be available against which deductible temporary differences can be utiised Such assets
and liabilites are not recognised If the temporary difference anses from goodwill or from the inhal recognition
(other than in a business combination) of other assets and habilities in a transaction that affects neither the
taxable profit nor the accounting profit

The carrying amount of deferred tax assets 1s reviewed at each statement of financial positon date and
reduced to the extent that it 1s no longer probable that sufficient taxable profits will be available to allow all or
part of the asset to be recovered

Deferred tax i1s calculated at the tax rates that are expected to apply in the period when the liability 1s settled or
the asset realised based on tax rates that have been enacted or substantively enacted at the statement of
financial position date Deferred tax and current tax are charged or credited to the statement of comprehensive

income, except when it relates to tems charged or credited directly to equity, in which case the deferred tax 1s
also dealt with tn equity

Investments
Investments are stated at cost less any provision for impairment
Cash and cash eguivalents

Cash and cash equivalents comprise cash on hand and other short-term highly hiquid investments that are
readily convertible to a known amount of cash and are subject to an insignificant nsk of change in value
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Notes forming part of the financial statements for the year ended 31 March 2010

1 Accounting policies (continued}
Accounting estimates

For the preparation of these financral statements certain significant estimates had to be made These are
discussed within note 26

Share-based payments

Where equity-settled share options are awarded to employees, the fair value of the options at the date of grant
15 charged to the consolidated statement of comprehensive income over the vesting period Non-market vesting
conditions are taken mnto account by adjusting the number of equity instruments expected to vest at each
statement of financial position date so that, ullimately, the cumulative amount recogrused over the vesting
period 1s based on the number of options that eventually vest Market vesting conditions are factored into the
farr value of the options granted As long as all other vesting condition are satsfied, a charge 15 made
irrespective of whether the market vesting condihons are satisfied The cumulative expense I1s not adjusted for
falure to achieve a market vesting condition

Other share-based payments

Where share-based payments are settted using fully-paid shares rather than options, the charge to the
consolidated statement of comprehensive income 15 the farr value of the share issued

Foreign currencies

Transactions entered into by group entities in a currency other than the currency of the prmary economic
environment In which they operate (therr “functional currency”) are recorded at the rates ruling when the
transactions occur Foreign currency monetary assets and labilties are translated at the rates rubng at the
statement of financial position date Exchange differences ansing on the retranslation of unsettled monetary
assets and liabilities are recognised immediately in the consolidated statement of comprehensive income,
except for foreign currency borrowings qualfying as a hedge of a net investment in a foreign operation, 1n which
case exchange differences are recogmised in a separate component of equity

Employee benefits
The company accounts for employee benefits in accordance with IAS 19 Under IAS 19 there 1s a requirement
to recognise the monetary value of employee benefits accruing to employees but not yet settled, typically
holiday pay There 1s a requirement to account for the value of the hability for employee benefits to be paid in
the future for services provided up to the reporting date

Finance cost

Finance costs of debt are recognised In the statement of comprehensive income over the term of such
instruments at a constant periodic rate on the carrying amount

Financial instruments
Financial instruments are classified and accounted for, according to the substance of the contractual
arrangement, as either financial assets, financial habilities or equity instruments  An equity instrument is any
contract that evidences a residual interest in the assets of the company after deducting all of its labilities
Financial assets and liabilittes are measured at their historical cost

Standards issued but not yet effective

At the date of authonsation of these financial statements, the following standards, amendments te standards
and interpretations, were n issue but not yet effective for the year ended 31 March 2010,

IFRS 1 First-time adoption of Intemational Financial Reporting Standards
IFRIC 16 Hedges of a Net Investment in a Foreign Operation

IFRIC 17 Distributions of Non-cash Assets to Owners

IAS 39 Ehgible Hedged Items

IAS 27 Consolidated and separate financial statements

The directors anticipate that the adoption of these Standards and Interpretations in future penods will have no
material impact on the financial statements of the company when the relevant standards come into effect for
periods commencing on or after 1 Apnl 2010
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Notes forming part of the financial statements for the year ended 31 March 2010

2 Segmental reporting

The directors consider that the group has one class of business, being the provision of innovatton software and
related professional services These services are provided to clients in different geographical areas using
resources shared between those markets Therefore segmental information 1s presented in respect of the
group's geographical segments relating to where customers are based This i1s the pnmary basis of segmental

reporting The geographica! segmental reporting reflects the group’s management and intemal reporting
structure

Segmental results include items directly attributable to a segment as well as those that can be allocated on a
reasonable basis The location of customers is not significantly different to the location of assets

2010 2009
£ £
Segmental revenue
United States of America 4.073,195 3,698,510
Rest of the World 477,451 882,299
4,550,646 4,580,809
Segmental result
United States of Amenica (1,275,536) (67,984)
Rest of the World (163,359) (34,444)
(1,438,895) (102,428)
Carrying amount:
United States of America
Assets 2,666,212 2,380,269
Liabilities (1,336,531) {919,413)
Rest of the World
Assets 749,117 553,034
Liabilities (377,007) (562,621)
1,701,791 1,451,269
Additions to propsrty, plant and equipment, and intangible
assets
United States of Amernica 172,321 58,774
Rest of the World 77,128 136,160
249,447 194,934
Other:
Depreciation
United States of America 79,811 49,422
Rest of the World 1,748 16,658
Amortisation
United States of Amenca 12,378 -
Rest of the World 57,901 42 865
Share option costs
United States of Amenca 34,937 53,650
Rest of the World 148,940 179,610
Other share-based payments
Rest of the World - 68,490
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Notes forming part of the financial statements for the year ended 31 March 2010

3 Staff costs

The average number of employees, including directors, dunng the year was

2010 2009

Number Number

Management and administration 36 31

Staff costs for the above persons were as follows

£ £
Wages and salaries 2,292,460 2,064,887
Social secunty costs 202,867 177,341
Other pension costs 7,000 7,000
Benefits in kind 119,795 91,792
Share options costs (note 15) 183,877 233,260
Other equity-settled share-based payments (note 15) - 68,490
2,805,999 2,642,770

At the year end there was an accrual of £mil (2008 £16,000) wn relation to share based payments yet to be
converted into shares A credit of £16,000 (2009 a credit of £20,000) has been made to the profit and loss
account Iin respect of shares 1ssued in the prior year

4 Key management personnel compensation

2010 2009
Number Number
Key management personnel (non-directors} - 1

= ===

\
| Total emoluments of the directors and key management perseonnel are as follows

| 2010 2009
|

£ £
Short-term employee benefits 496,441 430,643
Compensation for loss of office 60,000 -
Post employment benefit 7,000 7,060
Share option costs 95,496 106,099
Other share-based payments - 68,450
658,937 612 232

—_—

Retirement benefits are accruing to one director under a defined contribution scheme (2009 one)

The directors’ emoluments are shown in the remuneration report on page 10
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Notes forming part of the financial statements for the year ended 31 March 2010

5 Operating loss

2010 2009
This has been arnved at after charging £ £
Auditor's remuneration
Fees for the audit of Imaginatik ple 23,405 19,154
Fees for the audit of other group companies 700 700
Services relating to taxation 3,250 1,870
Other services 8,475 3,500
Operating lease costs
Land and buildings 89,140 111,125
Depreciation 111,557 66,080
Amortisation 70,279 42,865
Foreign exchange losses/{gains) 3,615 (194,350}
Research and development 419,169 360,868
] Finance costs
2010 2009
£ £
Bank interest receivable 2,257 9,228
Interest payable on bank loans and overdrafts (329) (2,611)
Other interest costs {(4,798) {4,678)
(2,870) 1,939
7 Taxation on loss on ordinary activities
2010 2009
£ £
UK corporation tax - -
Under provision in the pnor year 7.215 -
7,215 -
Total current tax - -
Deferred tax - -
7,215 -
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Notes forming part of the financial statements for the year ended 31 March 2010

7 Taxation on loss on ordinary activities (continued)

(a) Factors affecting tax charge for the year

2010 2009
£ £

Loss on ordinary activities before tax (1,431,680) (102,428)
Theoretical corporation tax (credit)/charge at 21% tax rate (2009 21%) (300,653} {(21,510)
Effects of

Expenses not deductible for tax purposes 57,650 61,249

Losses carned forward 230,567 (40,939)
Other timing differences 11,269 1.470

Capital altowances in excess of depreciation 1,167 {270)
Under proviston In prior year 7,215 -

Current tax charge for the year 7,215 -

(b) Factors that may affect future tax charges

Based on current capital investment plans, the group expects to be able to continue to claim capital allowances In

excess of depreciation in future penods at a slightly lower level than in the current period

At 31 March 2010 the group had tax losses of £2,470,256 (2009 £1,372,318) camed forward and available for
offset agamnst future profits No deferred tax asset has been recognised In respect of these losses as there 1s

insufficient evidence that future profits will be sufficient for recovery of the losses

8 Earnings per share

Basic loss per share (EPS) has been calculated in accordance with IAS 33 'Earnings per share’ The calculation
of EPS I1s based on losses of £1,438,895 (2009 £102,428) and on a weighted average number of ordinary shares
in existence during the year of 149,297 866 (2009 129,258,575)

The share options 1ssued during the current and pnor year are considered to be anb-dilutive, and therefore diluted
EPS equals basic EPS

Barter transactions

Dunng the year barter transactions totaling £229,392 (2009 £246,000) were entered into by the Group There
was no profit or loss recorded on these transactions At the year end there was deferred income balance of £5,900
{2009 £13,000) and deferred costs of £5,900 (2009 £13,000) in respect of barter transactions

Investments held to maturity

Unlisted investments

£
Company

Cost and net book value at 1 Apnl 2009 and 31 March 2010 1

—_——

The company owns all of the 1ssued share capital of Imaginatik (Goswell) Limited That company, registered In
England and Wales, owns certain intellectual property used by Imaginatik ple

The company also owns all of the 1ssued share capital of imaginatik Inc  This company, incorporated in the United
States of America, has not traded since its incorporation
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1

12

Property, plant and equipment

Group and company

Cost
At 1 Apnl 2008
Additions

At 31 March 2009
Additions

At 31 March 2010
Depreciation

At 1 Apnl 2008
Provided for the year
At 31 March 2010
Provided for the year
At 31 March 2040
Net book amount

At 1 Apnl 2008
At 31 March 2009

At 31 March 2010

intangible assets

Cost
At 1 Apnl 2008
Additions

At 31 March 2009
Additions

At 31 March 2010
Amortisation

At 1 April 2008
Provided for the year
At 31 March 2009
Provided for the year
At 31 March 2010
Net book amount

At 1 Apnl 2008
At 31 March 2009

At 31 March 2010

Leasehold
improvements
£

38,432

38,432
31,342

69,774
15,255
15,373
30,628
10,588

41,216

23177
7,804

28,558

Fixtures and

fittings Equipment Total
£ £ £
26,473 73,364 138,289
11,733 85,723 97,456
38,206 159,087 235,725
19,956 120,750 172,048
58,162 279,837 407,773
14,708 48,371 78,334
9,833 40,874 66,080
24 541 89,245 144 414
9,640 91,329 111,857
34,181 180,574 255,971
11,765 24,993 59,935
13,665 69,842 91,311
23,981 99,263 151,802
Total
£
133,618
97,478
231,096
77,399
308,495
33,992
42,865
76,857
70,279
147,136
99,626
154,239
161,359
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13 Trade and other receivables

Group Company Group Company
2010 2010 2009 2009
£ £ £ £

Trade receivables 1,590,323 1,590,323 1,503,824 1,503,824
Provision for doubtful debts (222 691) (222,691) {106,420) (1086.420)
Amounts owed by group undertakings - 317,622 - 344,152
Other receivables 26,473 26,473 12,734 12,734
Prepayments and accrued income 201,915 201,915 141,384 141,383
1,596,020 1,913,642 1,551,522 1,895,673

Included in the above 1s the following debtor due in greater than one year

Group Company Group Company
2010 2010 2009 2009
£ £ £ £
Trade recevables 172,635 172,635 -
172,635 172,635 - -
14 Share capital
2010 2009
£ £
Allotted, called up and fully paid
132,671,917 ordinary shares of 0 0625p each - 82,920
159,223,876 ordinary shares of 0 0625p each 99,515 -
99,515 82,920

©On 3 July 2009

- 247,793 new ordinary shares of 0 0625p each with a fair value of £15,693 were 1ssued to directors and other
staff in heu of accrued salary

©On 13 August 2009

- 26,266,666 new ordinary shares of 0 0625p each were placed with investors for a net cash consideration of
£1,487,597 lssue costs relating to the above placing were £88,402, and have been deducted from the share
prermium account

On 20 August 2009

- 37.500 new ordinary shares of 0 0625p each were 1ssued for a net cash consideration of
£2,250 This was in relation to the exercise of share options
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16

Equity-settled share-based payments

The company recognised total expenses of £183,877 (2009 £301,750) relating to equity settled share-based
payment transactions dunng the year This compnsed of £183,877 (2009 £233,260) of share option charges, £nil
{2009 £68,490) of other share-based payments

a) Issue of shares

247,793 (2009 2,030,960) fully-paid ordinary shares were issued to directors and employees on 3 July 2009 in
respect of their past services to the company A charge of £nil (2009 £62,372) has been made to the profit and
loss account in respect of this share 1ssue, this value being based on the mid-market value of shares at that date
At the year end there was an accrual of £ml (2009 £14,000) in relation to share based payments yet to be
converted into shares A credit of £16,000 (2009 £20,000) has been made to the profit and loss account in respect
of shares 1ssued in the prior year

b) Share options

On 11 Pecember 2006 the company entered into two share options schemes, one in the United Kingdom and cone
in the United States, which are described below

Type of arrangement Enterprise management Incentive stock option
incentive scheme- UK agreement - USA
Date of first grant 11 December 2006 11 December 2006
Total number granted since commencement 9,443,333 5,912,500
Contractual life 10 years 10 years
Vesting conditions See below See below

Options vest provided the employee who has been granted the option remains empleyed by the group at the
earliest date that they may exercise the option Each director or employee may exercise 50% of the options
granted to them between two and ten years after the date of the grant The remainder may be exercised between
three and ten years after the date of the grant Options are forfeited If the employee leaves the company before
the options vest The options will be settled by the 1ssue and aliotment of fully-paid ordinary shares

In the prior year the exercise price of the share options were rebased The new exercise price was 4p The 2009
weighted average exercise price below refers to the rebased price The impact of the rebasing was to increase the
share based payment charge in the prior year by £52 926

There was a single share option exercise dunng the year, which was at a share price of 6 Op

Below are details of the transactions dunng the year

Weighted Weighted

Numberof  yerage  MUMPETOf  erage
P exercise price P exercise price

2010 2010 2009 2009

Outstanding at the start of the year 11,000,833 4p 10,867,500 4p
Granted dunng the year 10,700,000 688p 2,738,333 4p
Forfeited dunng the year (3,677,500} 628p (2,605,000) 4p
Exercised during the year (37,500} 4p - -
Outstanding at end of year (see below) 17,985,833 561p 11,000,833 4p
Exercisable at end of year 9,249,762 4p - -
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15 Equity-settled share-based payments (continued)

Outstanding share options at year end

2010 2010 2009 2009
Number of options  Exercise price  Number of options  Exercise price
10,010,833 4p 11,000,833 4p
6,100,000 6 75p - -
1,875,000 742p - -
2010 2009

Weighted average
remaining contractual Iife 8 04 years 8 56 years

There were 37,500 share options exercised dunng the year at a share pnce of 6 Op (2009 nif)

The estimated fairr value of options granted dunng the year 1s £734,813 (2009 £13,199) The cost of options
granted I1s spread over the option vesting penod The charge for the year in refation to options held dunng the year
1$ £138,296 (2009 £233,260)

The fair values were calculated using the Black-Scholes-Merton model The inputs into the model were as follows

Volatiity 84%
Expected life 10 years
Share price at grant 4p
Exercise price 4p
Dividend yteld 0%
Risk-free rate 2%

External independent experts were used in determining the expected volatility The figure used was determined by
calculating the historical volatility of the share price of companies considered by the experts to be comparable to
the company

16 Reserves

Share premium Share option Retained
account reserve earnings
£ £ £

Group
At 1 Apnl 2009 2,429,936 336,775 {1,398,362)
Loss for the year - - {1,438,895)
Issue of ordinary shares, net of expenses 1,488,945 - -
Share option charge - 183,877 -
At 31 March 2010 3,918,881 520,652 (2,837,257)
Company
At 1 Apnl 2008 2,429,936 336,775 (1,054,210}
Loss for the year - - (1,465,424)
Issue of ordinary shares, net of expenses 1,488,945 - -
Share option charge - 183,877 -
At 31 March 2010 3,918,881 520,652 (2,519,634)

= )

Expenses relating to share 1ssues totalling £88,402 (2009 £20,083) were charged to the share premium account
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Group

Issue of shares

Loss for the year

Share option charge

Other share-hased payments

increase in shareholders’ funds in the year

Opening shareholders’ funds

Closing shareholders’ funds

Company

Issue of shares

Loss for the year

Share option charge

Other share-based payments

Increase in sharehalders’ funds in the year

Opening shareholders’ funds

Closing shareholders’ funds

18 Non-current liabilities

Deferred income

19 Current habilities

Bank loans

Trade payables

Taxation and social security
Other payables

Accruals and deferred income

17 Reconcibation of movement in shareholders’ funds

2010 2009
£ £
1,505,540 264,416
(1,438,895) {102,428)
183,877 233,260
250,522 395,248
1,451,269 1,056,021
1,701,791 1,451,269
2010 2009
£ £
1,505,540 264,418
{1,465,424) (136,784)
183,877 233,260
223,993 360,892
1,795,421 1,434,529
2,019,414 1,795,421
Group Company Group Company
2010 2010 2009 2009
£ £ £ £
230,307 230,307 - -
Group Company Group Company
2010 2010 2009 2009
£ £ £ £
- - 19,713 19,713
124,072 124,072 149,251 149,251
30,156 30,156 93,019 93,019
144 279 144,279 100,633 100,633
1,184,724 1,184,724 1,119,418 1,119,418
1,483,231 1,483,231 1,482,034 1,482,034

_—
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20 Pensions
The group operates a defined contribution pension scheme The assets of the scheme are held separately from
those of the group and company in an independently administered fund The pension cost charge represents
contributions payable by the group to the fund
The total pension charge for the year was £7,000 (2009 £7,000)

Contributions totallng £66,352 (2009 £59,352) were payable to the scheme at the end of the year and are
included in other payables

21  Commitments under operating leases
As at 31 March 2010 the group had non-cancellable operating leases as set out below
2010 2009

Land and Land and
buildings buildings

£ £
Minimum future payments
Due within one year 64,508 45,583
Later than one year and not later than five years 193,523 -

258,031 45,583

22 Reconcihation of operating loss to net cash {(outflow)/inflow from operating activities

Group Company Group Company

2010 2010 2009 2009
£ £ £ £
Operating loss (1,428,810) (1,462 554) (104,367) {138,723)
Depreciation of tangible fixed assets 111,557 111,557 66,080 66,080
Amortisation of intangible fixed assets 70,279 70,279 42 865 42,865
Share option charge 183,877 183,877 233,260 233,260
Carporation tax paid (7,215) - - -
Net interest (paid)/ received (2,870) (2,870) 1,939 1,939

Operating cash flows before movements 1n (1,073,182) (1,099,711) 239,777 205,421
working capital

Increase in trade and other receivables (44,498) (17,969) {666,036) (631,680)
Increase in payables 251,217 251,217 427,040 427 040
Net movement in working capital 206,719 233,248  (238,996) (204,640)
Net cash from operating activities (866,463) {866,463) 781 781
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23 Financial instruments

The group’s financial instruments compnse cash, trade receivables, trade payable and loans, that anse directly
from its operations The main purpose of these financial instruments 1s to finance the group’s operations

Risk management

The group 15 exposed through its operations to the folitowing financial risks

. credit nsk,
. foreign exchange risk, and
. hguidity nsk

In common with all other businesses, the group I1s exposed to nsks that anse from its use of financial
instruments This note describes the group's objectives, policies and processes for managing those nsks and
the methods used to measure them Further quantitative information in respect of these risks 1s presented
throughout these financial statements

There have been no substantive changes (n the group's exposure to financial instrument risks, its
objectives, policies and processes for managing those nisks or the methods used to measure them from
previous penods unless otherwise stated in this note

The group has not given a sensitivity analysis for any of the risks as there would be no matenal change to results
of the carrying value of assets or habilities if the market nsks changes

Principal financial instruments

The principal financial instruments used by the group, from which financial instrument risk arises, are as follows
trade recewvables,

cash at bank,

bank overdrafts,

trade and other payables,

floating-rate bank loans, and

loans from related parties

General objectives, policies and processes

The board has overall responsibibty for the determination of the group's nsk management objectives and
polices and, whilst retaining ulimate responsibihty for them, it has delegated the authonty for designing and
operating processes that ensure the effective implementation of the objectives and policies to the group's
finance function The board receives monthly reports from the chief Financial Officer through which it
reviews the effectiveness of the processes put in place and the appropriateness of the objectives and policies it
sets

The overall objective of the board 15 to set polices that seek to reduce risk as far as possible without unduly
affecting the group's competitiveness and flexibility Further details regarding these policies are set out below

interest rate nisk

At present the directors do not beheve that the group has significant interest rate nsk and consequently does not
hedge agamnst such nsk Cash balances earn interest at vanable rates, offsetting the nsk of vanable rate
borrowings

Interest-beanng financial asselts

The group’s financial assets as at 31 March 2010 compnised cash at bank of £1,506,148 (2009 £1,136,231)
Interest 1s paid on cash at floating rates in line with prevailing market rates
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23 Financial instruments (continued)

Interest-bearing financial habilties
The group’s financial habiities as at 31 March 2010 compnsed a floating rate bank loan of £nil (2009 £18,173)
Loans from related parties

On occasion the company borrows money from related parties which has no interest charge n relation to the
balance The balance at year end was £42 901 (2009 £42,901)

Credit risk

Credit nsk 1s the nsk of financial loss to the group If a customer or a counterparty to a financial
instrument fails to meet its contractual obligations The group 15 mainly exposed to credit nsk frem credit
sales It 1s group policy, implemented locally, to assess the credit nsk of new customers before entering
contracts Such credit ratings take into account local business practices

The group has established a credit policy under which each new customer 1s analysed indwidually for
creditworthiness before the group's standard payment and delivery terms and conditions are offered

Credit nsk also arises from cash and cash equivalents and deposits with banks and financial institutions To
manage this the group has made sure that they use reputable banks and financial instruments

The group does not enter into derivatives to manage credit nisk, altheugh in certain 1solated cases may take
steps to mitigate such nsks if a sufficient concentration occurs

The group's chief financial officer monitors the utiisation of the credit imits regularly and at the reporting
date does not expect any losses from non-performance by the counterparties other than what has already
been provided for

Foreign exchange nsk

Foreign exchange nsk anses because the group has operations located in various parts of the world whose
functional currency 18 not the same as the functional currency in which the group companies are operating
Although its global market penetration reduces the group's operational risk in that it has diversified into several
markets, the group's net assets ansing from such overseas operations are exposed to currency nsk resulting in
gains or losses on retranslation into sterling Only in exceptional circumstances will the group consider
hedging its net Investments in overseas operations as generally it does not consider that the reduction in foreign
currency exposure warrants the cash flow risk created from such hedging techniques

The group's policy 1S, where possible, to allow group entittes to settle habilities denominated 1n therr functional
currency (pnmarily US dollars or pound sterling} with the cash generated from their own operations in that
currency Where group entittes have lhablittes denominated in a currency other than their functional
currency {and have insufficient reserves of that currency to settle them) cash already denominated in that
currency will, where possible, be transferred from etsewhere within the group

Currency profile 2010 2009
£ £

Fmnancial assets

Cash - Sterling 398,552 52,589
Euro - 1
US dollar 1,107,596 1,083,641

Trade recevables - Sterling 22,925 222,958
US dollar 1,344,707 1,123,051
Euro - 51,385

Financial habihties

Trade payables - Sterling 65,203 42 552
US dollars 54,063 106,136
Euro 4,806 563

Bank loans - Sterling - 18,173

Loans from related parties - Sterling 47.901 42,901
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23

Financial instruments {continued)

Liquidity risk

Liguidity nsk arises from the group's management of werking capital and the finance charges and principal
repayments on its debt instruments It 1s the nisk that the group will encounter difficulty in meeting its financial
obligations as they fall due

The group's policy 1s to ensure that it will always have sufficient cash to allow it to meet its labilities when they
become due

The board recewves rolling 12-month cash flow projections on a monthly basis as well as infermation regarding
cash balances At the statement of financial position date, these projections indicated that the group expected
to have sufficient hquid resources to meet its obligations under all reasonably expected circumstances

There were no undrawn facilities at 31 March 2010 or 31 March 2009

Farr value of financial assets and labilities

The directors believe that the farr vatue of financial assets and habilities approximates to the carrying value

The assumptions used to estimate current farr values of debt and other financial instruments are summansed
below

1) For cash and short term borrowings the book value approximates to farr value because of ther short
matunties, and
i) Long term debt 1s at fioating rates and therefore the book value currently approximates to fair value

24 Related party transactions

M C Turrell, A K Wainwnght and S K Taylor are all related parties by virtue of their directorships at the
year end A Wainwnght s a related party by virtue of being a connected person with A K Wainwrnight Y
U Lindow s a related party by virtue of being a connected person with M C Turrell The directors’
emoluments are shown in the remuneration report on page 10

The company has paid £6,252 in the year to 31 March 2010 (2009 £9,396) In respect of leasing
commitments entered into by M C Turrell in his personal capacity These commitments consist of a
motor vehicle and offices for utilisation by the company in carrying on its cperating activities

Duning the year Imaginatk plc had transacttons with CYL Central Betelligungsgesellschaft mbH &
Innovationsmanagement KG, a company 100% owned by Y U Lindow £104,788 (2009 £100,000) was paid to the
company for consultancy dunng the year which included £4,788 in 1ssued share capital £l (2009 £70,000) was
paid in relation to software during the year At the year end £8,333 (2009 £8,333) was outstanding

The following transactions occurred during the year and at the end of the year the following amounts
were due to related parties

2010 2009
£ £
A K Wainwnght
Closing balance 42,901 42,901
Maximum hability 42,901 91,212
A Wamnwnght unpaid pension contnbutions 66,352 59,352

The company made purchases of services from Imaginatik (Goswell) Limited in the year totalling £34,130 (2009
£34,356) At 31 March 2010 Imaginatik {(Goswell) Limited owed the company £317,622 (2009 £344,152)
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25 Controlling party
The directors no longer believe that a controlling party exists
26 Cntical accounting estimates and judgement

The group makes estimates and assumptions concerning the future These estimates and judgements are based on
historical expenence and other factors, including expectation of future events that are believed to reasonable under
the circumstances The resulting accounting estimates will, by defintion, seldom equal the related actual results

The main estimate used relates to the use of the Black-Scholes-Merton model This has been used to value the share
option scheme A number of estimated vanables have been input into the model (as seen in note 15) and as a resutt,
could be expected to change over tme The percentage of options expected to vest 1s an uncertain amount, and
certain factors are linked to whether this occurs
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