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Photon Kinciies Linmted

Ducctors 1cport and financeal statements
31 December 2006

Directors’ report

I'he duectors present theu teport and the audited financial statements for the year ended 31 December 2006

Primaipal activaties

[he prncipal activity of the company 15 that of a sales agent of fibie optic testing equipment on behalf of Photon
Kinetics Inc

Business 1 eview

Ihe company was meoipotated on 15 July 2002 as MM & S (2917) Linuted and changed s name to Photon
Kinetics Linuted on 14 February 2003 from when 1t commenced to ttade  The company will continue to develop

the UK business with the suppoit of us parent company 1 the US

Proposed dividend

I he company made a profit for the vear of L14 645 (2005 loss of £39 371) Retaned losses carrted forward at 31
December 2006 are £24 288 (20035 (38 933

The dincctors do noticcommend the pavment of a doadaend (2005 £N)

Directors and dinectors” interests

Me duectors who held office dung the vear were as follows

D Blashowshy {US Citren)
W HIlI (US Citizend
C Shaat (US Ciizen)
" Sladen (US Citizen)

Company Secretany
1 Blaskowshy (US Citizen)

No duector who held office at the end of the financial vear had any disclosable nterest m the shaies of the company
o1 any of the group companies

Political and charitable contributions

I'he company made no pohtical or chatrtable contnibutions dunng the year




Photon Kinetics Limited

Directors repon and financial statementis
31 December 2006

Directors’ report (conninued)

Auditors

In accordance with Section 384 of the Companies Act 1985, a resolution for the re-appointment of KPMG LLP as
audstor of the company 1s to be proposed at the forthcoming Annual General Meeting

By order of the board

D Blaskowsky | London Wall

Secretary London
EC2Y 5AB

Registered number 4486025 / 31 December 2006




Photon Kinctics Limiicd

Dircctots tepoit and financial statements
31 December 2006

Statement of directors’ responsibilities in respect of the Directors’ Report and the
financial statements

The duectors ate responstble for preparmg the Ditectors Repoit and the financial statements m accordance with
apphcable law and regulations

Company law requues the ditectors 1o prepare financial statements for each financial year  Under that law they have
elected to prepate the financial statuments m accordance with UK Accounting Standards and applicable law (UK

Generally Accepted Accounting Practice)

The financial statcments ate 1equned by law to give a ttue and fan view of the state of affans of the company and of
the profit oi loss of the company fou that perod

In prepaiing these financial statements the directors are 1equuied to
e select switable accountmg policics and then apply them consistently,
e make judgments and estimates that arc rcasonable and piudent

» state whether applicable UK Accounting Standatds have been followed, subject to any matenal depaitues
discloscd and explamed i the financial statements and

« piepate the financial statements on the gomng concern basis unless 1t 1s appropiiate to presume that the

company will continue m business

The duectois are 1esponsible tor keepmg propar accounting tecords that disclose with 1easonable accuracy at any
tine the financial position of the company and enable them to ensue that its financial statements comply with the
Companies Act 1985 They have general responsibihty for taking such steps as are 1casonably open to them to
safeguard the assets of the company and 1o prevent and detect fiaud and other nregulanities

Registered number 4486025 /31 December 2006




KPMG LLP

Dukes Keep
Marsh Lane
Southampton
S014 3EX
United Kingdom

Independent auditors’ report to the members of Photon Kinetics Limited

We have audited the financial statcments of Photon Kinetics Linuted for the year ended 31 December 2006 winch
comprise the Profit and Loss Account the Balance Sheet and the 1elated notes  These financial statements have been
prepated under the accounting policics set out therem

This tepoit 1s made solely to the company s« membars as a body 1 accordance with section 235 of the Companies
Act 1985 Ow audit work has been undertaken so that we nught state to the company’s membeis those mattels we
ate 1equied to state 1o them m an auditor s sepoct and o1 no other putpose  To the fullest extent peinutted by law
we do not accept of assume 1esponsibility 1o anyone other than the company and the company s membeis as a body
for owr audit work for tus tepoit o o1 the opimons we have tormed

Respectinve responsibilities of doectors and auditom s

Ihe dinectors 1esponsibihities 1o prepanng the financial statements m accordance with applicable law and UK
Accounung Standards (UK Genenally Accupted Accounting Practice) ate set out in the Statement of Duectors’
Responsibilitics on page 3

Our tesponsibility 1s to audut the financial statements m accordance with televant legal and 1egulatory requuements
and International Standards on Auditing {UK and licland)

We repoll 1o you out opimon as to whether the linancial statements give a true and fan view and ate properly
prepated m accordance with the Compames Act 1985 We also 1eport to you whether m our opmion the information
given in the Directors Repoit 1s consistunt witli the [inancial statements

In addiion we 1epoit to you tf m ouw opimon the company has not kept proper accounnng 1eceids, 1f we have not
tecenved all the information and cxplanat:ons we requure for owm audit, ot 1if mformation spectfied by law 1egaiding
dueciors tenuneration and other transactions s not disclosed

We 1ead the Duectors Repoit and consider the mnipheanons for our repeit 1f we become awaie of any appatent
musstatements within 1l

Basis of audit oprmon

We conducted ow audit m accordance with International Standards on Auditg (UK and lieland) 1ssued by the
Auditing Practices Board  An audit mclwdes exanunation on a test basis, of evidence 1elevant to the ameunts and
disclosutes 1n the financial statements 1t also incudes an assessment of the sigmficant estimates and judgments
made by the dnectors m the preparation of the financial statements, and of whether the accounting policies are
approptiate to the company s cncumstances consistently applied and adequalely disclosed

We planned and peiformed ow audit so as o obtain all the mfermation and explanations which we considered
necessaty m ordes 1o provide us with sufficient evidence to give reasonable assuiance that the financial statements
are fiee trom matenal msstatement whether caused by fraud or other megulatity o1 error  In fornmung ow opinion
we also evaluated the overall adequacy of the presentatien of information m the financial statements




Independent auditors’ report to the members of Photon Kinetics Limited (confinued)

Opinion

In our opimion

¢ the financial statements gine a tiue and fair view 1n accordance with UK Geneially Accepted Accounting
Pracuce, of the state of the company s allauts as at 3t December 2006 and of uts profit fou the year then

ended,

e the financial statements have heen properly prepated i accordance wath the Companies Act 1985, and

» the information given in the Ducctors Report s consistent with the finanaial statements

Keme P

KPMG LLP
Cher tered Accountants
Reaistered Audidor

1% Oddeer 1603

Registered number 4486025 / 31 Docember 2006




Profit and loss account
foi the year ended 31 December 20106

{ urnover
Cost of sales

Gross profit
Administiatine espenses

Pofit/(loss) on o dinary activities betore tavation
Tax on result on oidinary activities

Profit/(loss) on ordimary activities attor tavanion

The 1esults all 1clate to continuing activities

Photon Kinetics Linnted

Ducctors repoit and financial statemenis
31 December 2006

Note 2006 20105
3 £

/ 313,899 228,424
(111,487) (100217

202,412 128 207
(187.767) (167 778)
2 14,645 (39571

5 - .
14,645 (39.571)

I'here ate no recognised gains ot losses otha than the 1esult for the year as tepoited above

Iheie 15 also no difference between the pofiv(loss) on ordinary activities before taxation and the etaimad
prefit(loss} 1ot the year stated above and then Tustonical cost equivalents

Registaed number 3486023 731 Decoember 2(Hi6
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Balance sheet
as at 31 December 2006

Current assets
Debtors
Creditors amounts falling due within one year

Net habilities

Capital and reserves
Catled up share capital
Profit and loss account

Equuty shareholders’ deficit

Note

hat = Y

Photon Kinetics Limited
Directors” report and financial statements

2006
£

2,841
(27,127)

(24,286)

2
(24,288)

(24,286)

31 December 2006

2005
£

4,605
(43.536)

(38.931)

2
(38,933)

(38 931)

These financial statements were approved by the board of directors on P OcT OO0 and were signed on

its behalf by

A

D Blaskowsky
Secretary

Registered number 4486025 / 31 December 2006




IPhoton Kimeties Linuted

Ducetors 1epoit and financiat statements
31 December 20006

Notes
(forming pent of the financial statemenis)

1 Accounting policies

The followig accounting policies have been applicd consistently in dealing with items which ate considered
matcttal morelation o the company s financial statements

I'RS 20 Share based paymenis has been adopted for the fiist tme in the year and has no impact on the cutient o1
piiol yeal

Bases of preparanon

The financial statements have been piepated n accordance with applicable accounting standards and under the
historrcal cost accountmg tules

Under Financial Reportimg Standard 1 the company s exempt fiom the tequirement to prepare a cash flow statement
on the grounds that a patent unduitahing mcludes the company n 1ts own consolidated financial statements

Gomny concern

The financial statements have boeen piepared on a gomg concern basis The company 1s dependent on the financial
suppott of 1ts holding company  1he Boaid of Ducctors of Photon Kinetics Inc has agieed that 11 1s the policy of
Phaton Kinetics Inc and 1ts present mtention to provide financial suppott to the company to cnable it o continue 1o
trade for the foresecable future and at least for 12 maonths from the date of the audit repoit

Foreign cinrencies

Mansactions i foraign canrencics are reeorded using the rate of exchange mling at the date of the transaction o1 1
hedged forward at the 1ate ot exchange under the related forwatd cunrency contiact Monetary assets and habilities
denonunated 1n forcrgn carencies are tanslated usmyg the 1ate of exchange ruling at the batance sheet date and the
gams o1 fosses on tanslation arc included m the prefit and Inss account

Storchs

Stochks are stated at the lower ot cost and net realisable value

Tavation

The charge for taxation 1s based on the profit for the year and takes into account taxation defetred because of tnung
ditterences between the tieatmeni of certam items for taxation and accounting purposes  Deferted tav 1s recognised,
without discounting., m respect of all tming differences between the treatment of certamn ems for taxation and
accountmyg purposes which have ansen but not 1eversed by the balance sheet date, except as otherwise 1equired by
FRS 19

Lurnover

Twnover 1epicsents the amounts (excludimg value added tax) derived fiom the provision of goods and seivices o
other group companics in the United States

Penvion

Penston costs wlich all relate to employees parsenal ponsion plans ate charged to the profit and loss account in the
yeat meuned and any outstanding contnibutions ad the penod end are included within creditors

Regsteted number 4486025731 Decembua 2000 g




Photon Kinetics Linited

Directors report and financial statements

Notes (contmnued)

2 Profit/(loss) on ordimary activities betore taxation
2006
i
Mrofititloss) on ordmany activiies hefore tavation o stated aftey charging
Foreign exchange (gans)/losscs (2,790)
Auditors rumuncration
Audn 6.000
Fees teceivable by the aaditors and then asseciates inoespeet of other
SCrvices 3,448

31 December 2006

2005

780

Amounts paid to the Company™s auditor miespect of scrvices to the Company, other than the audit of the Company s
financial statements have not been disclosed as the miormanon 1s requned mstead to be disclosed on a consohidated

husis

3 Remuneration of dircctens

2006

Ducctors emoluments as cxeoutives -

Company contributions to petsonal pension plans -

The duectors are pad by the parent company

Registered number 4486025 /31 Doecember 2000




Notes (contmued)

4 Statt numbers and costs

Photon Kinetics Limited

Directors report and financial statuments

31 December 2006

Ihe average number of peisons cmploved by the company (including directors) dunmg the year, analysed by

category was as follows

Senvace
Sales
Lnginecning

The aggiegate pavioll costs of these persons were as lollows

Wages and sataiies
Social secunity cosis
Other pension costs

5 | axatwon

Analysis of charge iy yeat

UK corporation i
Cunient tax on profit/(loss) for the vean
Prior vear adjustments

Total current tan

Defened tan

Fax on 1esult on ordinary activities

Registered number 4486023 7 31 December 2000

Number of
emplovees
2006

2006
ks

189,683

20,345
10,927

2006

Number of
cmployees
2005

b

175,422
18 450
11594

205 466

2005
£




Photon Kinetics Limited
Drrectors report and financial statements
31 December 2006

Notes (continued)
5 Lavation {contniwed)

Faciors affecing the tay chairge for the aurent period

The cuttent tax chaige for the peniod 1s lower (2005 Jugher) than the standaid 1ate of corpoiation tax m the UK of
19% The ditterences are eaplained below

2006 2003
£ £
Curvent i reconcifiation
Profii/{loss) profit on ordinary actis ities bofore wn 14,645 {39,571)
Cunient tax at 19% 2,783 (7.518)
Cffects of
Unutihsed trading losses (2.78%) 7518

Prior year adjustments - R

Total cunrent tay charge (sce above) - -

I'he Company has nadmg losses camed forward of 120 287 (2006 (43 253) WNo defeired 1ax asset has been
tecognised on this balance due to uncertainty of the timmg of arysialbisation

See note 12 for details of the post balance sheet event altecting the tay reconciliation

6 Debtots

2006 2005
£ £
Amounts owed by group undertakings - -
Piepavments and accrued income 2 841 4605
2841 4605

7 Creditors amounts falling due witlun one year
2006 2005
i £
Amounts owed to gtoup undertakings 4,052 31585
Other creditors mcluding taxation and social securiiv 5761 6493
Cotporation tax - -
Accruals 17,314 5458
27,127 43536

Registered number 4486025 /31 December 2006 11




Photon Kinetics Limited

Darectors report and financial statemcents
31 December 2006

Notes (continued)

8 Called up share capatal
2006 2005
i £
Authormned
100 Ondinary shares ol 1 cach 100 100
Allosred, calted up and fully paid
2 Ordinary shares of £ 1 cach 2 2
9 Reconcthianon ot mosements i sharcholders™ tunds
¢ A
Share Profit and 2006 2005
capital loss account Total l'otal
shaircholdery’ sharcholders®
tunds funds
t L £ £
At 1 January 2 (38933) (38 931) 640
Retained profit/(loss) {o1 the yvew - 14645 14 643 (30571
At 31 December 2 (24,288) {24,2860) (38.931)

10 Related party disclosures

As the companv 1s whelly owned by Photon Kimneties Inc 1t has tahen advantage of the exemption contained in
Financial Repotting Standard No 8 and has thetefore not disclosed transactions o1 balances with entiies which
form pait of the group headed by Photon Kinctics Ine - The trading 1esults of Photon Kinetics Linuted o1 the yea
are ncluded 1n the consohdated financial statements of Photon Kineties Ine the registered addiess of which is given

m note 11
11 Ultimate patent unden taking

[he company « ultimate paten! undettahimg v Photon Kimetics Inc a company mcoiporated 1 the United States of
America

The only group m which the 1esufts of the company ate consohidated 1s that headed by Photon Kmeties Tnc The
rezistered addiess of Photon Kinetics Inc s 9305 SW Gemuon Drive Beaverton, OR 97008 USA

12 Post balance sheet event

FRS 21 Events after the balance sheet date requues the disclosme of changes in tax 1ates either enacted ot
announced after the balance sheet date that significantly effect cunent and deferred tax assets and habihties The
announcement of a change n 1ax 1ate hom 19% to 21% cftecnve fiom 1 Apnl 2008 will impact the defened 1as
balances set out in these accounts  [us change 15 a non adjusting event

Registeied number 4486025 7 31 December 2006 12




