Applied Wave Research Limited

Financial Statements
For the Year Ending 31 March 2005

Company Registration Number 4561127

™ HANJGR’“ 0112

COMPANIES HOUSE 0TATAS




Applied Wave Research Limited

Financial Statements

Year Ended 31 March 2005

Contents

Officers and Professional Advisers

The Directors' Report

Independent Auditors’ Report to the Shareholders
Profit and Loss Account

Balance Sheet

Notes to the Financial Statements

Pages
2to03

4t05

8to1l

IH’ I!

WADHERERGHE

A
COMPANIES HOUSE

0113
p70705




Applied Wave Research Limited

Officers and Professional Advisers

The Board of Directors
Company Secretary

Registered Office

Auditors

Bankers

D Collins
J Spoto

Eversecretary Limited

Kett House
Station Road
Cambridge
CB12]Y

Peters Elworthy & Moore
Chartered Accountants

& Registered Auditors
Salisbury House

Station Road

Cambridge

CB12LA

Barclays Bank Plc
54 Lombard Street
London

EC3P 3AH



Applied Wave Research Limited
The Directors' Report

Year Ended 31 March 2005

The directors present their report and the financial statements of the company for the year ended 31 March 2005,
Principal Activities

The principal activity of the company during the year was that of distributor of simulated-based engineering
software and related services that are developed by the parent company, Applied Wave Research Inc,

Directors

The directors who served the company during the year were as follows:

D Collins
I Spoto

The company is a wholly owned subsidiary and the interests of the group directors are disclosed in the financial
statements of the parent company.

Directors' Responsibilities

Company iaw requires the directors to prepare financial statements for each financial year which give a true and
fair view of the state of affairs of the company at the end of the year and of the profit or loss for the year then
ended.

In preparing those financial statements, the directors are required to select suitable accounting policies, as
described on pages 8 to 9, and then apply them on a consistent basis, making judgements and estimates that are
prudent and reasonable. The directors must also prepare the financial statements on the going concern basis
unless it is inappropriate to presume that the company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at
any time the financial position of the company and to enable them to ensure that the financial statements comply
with the Companies Act 1985. The directors are also responsible for safeguarding the assets of the company and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

Auditors

A resolution to re-appoint Peters Elworthy & Moore as auditors for the ensuing year will be proposed at the
annual general meeting in accordance with section 385 of the Companies Act 1985.




Applied Wave Research Limited
The Directors' Report (continued)

Year Ended 31 March 2005

Small Comnpany Provisions

This report has been prepared in accordance with the special provisions for small companies under Part VII of
the Companies Act 1985,

Signed on behalf of the directors

D Collins
Director

Approved by the directors on ZZ‘:’:/)'J& O {




Applied Wave Research Limited
Independent Auditors’ Report te the Shareholders of Applied Wave Research Limited

Year Ended 31 March 2005

We have audited the financial statements of Applied Wave Research Limited for the year ended 31 March 2005
on pages 6 to 11 which have been prepared in accordance with the Financial Reporting Standard for Smaller
Entities (effective June 2002), under the historical cost convention and the accounting policies set out on pages 8
to 9.

This report is made solely to the company's shareholders, as a body, in accordance with Section 235 of the
Companies Act 1985. Our audit work has been undertaken so that we might state to the company's shareholders
those matters we are required to state 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 company and the company's
sharcholders as a body, for our audit work, for this report, or for the opinions we have formed.

Respective Responsibilities of Directors and Auditors

As described in the Statement of Directors' Responsibilities the company's directors are responsible for the
preparation of the financial statements in accordance with applicable law and United Kingdom Accounting
Standards. '

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and United Kingdom Auditing Standards.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985. We also report to you if, in our opinion, the Directors’
Report is not consistent with the financial statements, if the company has not kept proper accounting records, if
we have not received all the information and explanations we require for our audit, or if information specified by
law regarding directors’ remuneration and transactions with the cornpany is not disclosed.

We read the Directors' Report and consider the implications for our report if we become aware of any apparent
misstaterments within it,

Basis of Audit Opinion

We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements, It also includes an assessment of the significant estimates and judgements
made by the directors in the preparation of the financial statements, and of whether the accounting policies are
appropriate to the company's circumstances, consistently applied and adequately disclosed.

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




Applied Wave Research Limited

Independent Auditors' Report to the Shareholders of Applied Wave Research Limited (continued)

Year Ended 31 March 2005

Opinion

In our opinion the financial statements give a true and fair view of the state of the company's affairs as at
31 March 2005 and of its loss for the year then ended, and have been properly prepared in accordance with the

Companies Act 1985.
ﬂ/’\ CC/L/

PETERS ELWORTHY & MOORE

Salisbury House Chartered Accountants
Station Road & Registered Auditors
Cambridge

CB12LA

4 July 2005




Applied Wave Research Limited

Profit and Loss Account

Year Ended 31 March 2005

Period from

Year to 12 0ct 02 to

31 Mar 05 31 Mar 04

Note £ £

Turnover 413,469 273,419
Cost of sales 213,680 127,622
Gross Profit 199,789 145,797
Administrative expenses 266,126 351,122
Operating Loss 3 (66,337) (205,325)
Interest payable and similar charges 13,035 5,045
Loss on Ordinary Activities Before Taxation (79,372) {210,370)
Tax on loss on ordinary activities 4 - -
Loss for the Financial Year {79,372) (210,370)
Balance brought forward (210,370) -
Balance carried forward (289,742) {210,370)

The notes on pages 8 to 11 form part of these financial statements.
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Applied Wave Research Limited

Balance Sheet
31 March 2005
2005 2004
Note £ £ £ £
Fixed Assets
Tangible assets 5 9,020 22,023
Current Assets
Debtors 6 63,213 82,027
Cash at bank and in hand 91,426 13,955
154,639 95,982
Creditors: Amounts Falling due Within
One Year 7 443,401 318,375
Net Current Liabilities (288,762) (222,393)
Total Assets Less Current Liabilities (279,742) (200,370)
Capital and Reserves
Calted-up equity share capital 10 10,000 10,000
Profit and loss account (289,742) (210,370)
Deficiency (279,742) (200,370)

These financial statements have been prepared in accordance with the special provisions for small companies
under Part ViI of the Companies Act 1985 and with the Financial Reporting Standard for Smaller Entities
{(effective June 2002).

These financial statements were approved by the directors on the £&, .j%n.&ﬁ/and are signed on their behalf
by:

D Collins

The notes on pages 8 to 11 form part of these financial statements,

-7-




Applied Wave Research Limited

Notes to the Financial Statements

Year Ended 31 March 2005

Accounting Policies
Basis of accounting

The financial statements have been prepared under the historical cost convention, and in accordance with
the Financial Reporting Standard for Smaller Entities (effective June 2002).

Revenue recognition

Turnover represents sales, net of credits and discounts and exclusive of value added tax, relating to the
accounting period.

Certain licences and maintenance services have been invoiced by the company in respect of future periods.
Where there is an ongoing obligation to the customer under such agreements, the amounts so invoiced in
relation to future accounting periods are carried forward within accruals and deferred income in the balance
sheet. The cost of sales arising on these transactions are also deferred and are netted off in creditors under
the heading accruals and deferred income.

Fixed assets
All fixed assets are initially recorded at cost.
Depreciation

Depreciation is calculated so as to write off the cost of an asset, less its estimated residual value, over the
useful economic life of that asset as follows:

Equipment - 3to 5 years oncost
Fixtures & Fittings - 3 years cost

Operating lease agreements

Rentals applicable to operating leases where substantially all of the benefits and risks of ownership remain
with the lessor are charged against profits on a straight line basis over the period of the lease,

Pension costs

The company operates a defined contribution pension scheme for employees. The assets of the scheme are
held separately from those of the company. The annual contributions payable are charged to the profit and
loss account.

Deferred taxation

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result in an obligation to
pay more, or a right to pay less or to receive more, tax, with the following exceptions:

Deferred tax assets are recognised only to the extent that the directors consider that it is more likely than
not that there will be suitable taxable profits from which the future reversal of the underlying timing
differences can be deducted. Deferred tax is measured on an undiscounted basis at the tax rates that are
expected to apply in the periods in which timing differences reverse, based on tax rates and laws enacted or
substantively enacted at the balance sheet date.




Applied Wave Research Limited
Notes to the Financial Statements

Year Ended 31 March 2005

1.  Accounting Policies (continued)
Foreign currencies

Assets and liabilities in foreign currencies are translated into sterling at the rates of exchange ruling at the
balance sheet date. Transactions in foreign currencies are translated into sterling at the rate of exchange
ruling at the date of the transaction. Exchange differences are taken into account in arriving at the operating
profit.

2.  Going Concern

The financial statements have been prepared under the going concern basis because the parent company has
agreed to provide the company with adequate funds to meet its liabilities as they fall due. The directors
have no reason to believe that this financial support will not continue in the future, Therefore they coensider
it appropriate to adopt a going concern basis.

3. Operating Loss

Operating loss is stated after charging/(crediting):
Period from

Year to 12 Oct 02 to

31 Mar 05 31 Mar 04

£ £

Depreciation of owned fixed assets 8,865 9,816

Loss on disposal of fixed assets 4,972 -

Auditors' fees 5,050 7,250
Net profit on foreign currency translation (8,218) (20,213)

4,  Taxation on Ordinary Activities

There is no tax payable due to losses incurred in the year .

The company has tax losses available to carry forward of £251,784 (2004: £194,552). There would be a
deferred tax asset of £47,839 (2004: £36,965) on these losses. This amount has not been included in the
accounts due to the uncertainty of timings of future profits.




Applied Wave Research Limited
Notes to the Financial Statements

Year Ended 31 March 2005

5. Tangible Fixed Assets

Cost

At 1 April 2004
Additions
Disposals

At 31 March 2005

Depreciation

At 1 April 2004
Charge for the year
On disposals

At 31 March 2005

Net Book Value
At 31 March 2005

At 31 March 2004

6. Debtors

Trade debtors
Other debtors

7. Creditors: Ameunts Falling due Within One Year

Trade creditors

Amounts owed to group undertakings
Other taxation and social security
Other creditors

8. Commitments under Operating Leases

Equipment
£

14,255
3,683
(4,616)

13,322

3,697
3,413
(1,142)

5,968

7,354

10,558

2005

Fac]

53,801
9,412

63,213

2005
£

6,322
278,046
12,986
146,047

443,401

Fixtures &
Fittings
£

17,299

(11,309)

5,990

5,834
5,452

(6,962)

4,324

1,666

11,465

Total
£

31,554
3,683
(15,925)

19,312

9,531
8,865
(8,104)

10,292

9,020

22,023

2004

74,324
7,703

82,027

2004

£
30,838
214,604
10,683
62,250

318,375

At 31 March 2005 the company had aggregate annual commitments under non-cancellable operating leases

as set out below.

Operating leases which expire:
Within 2 to 5 years

-10 -

2005
£

14,000

2004
£

22,500




Applied Wave Research Limited

Notes to the Financial Statements

Year Ended 31 March 2005

10.

11.

Related Party Transactions

During the year, the company charged an aggregate amount of £188,181 (2004: £119,697) relating to sales
and marketing expenses and an aggregate amount of £75,140 (2004: £37,387) relating to sales
commissions to its parent company, Applied Wave Research, Inc. The company also purchased software
products totalling £213,680 (2004: £127,624) from its parent company for distribution to the United
Kingdom market.

Applied Wave Research, Inc recharged the company an aggregate amount of £32,605 (2004: £51,299)
relating to administrative expenses incurred on its behalf. In turn, the company charged the parent
comparny £110,015 (2004: £43,001) for administrative expenses incurred on its behalf.

During the year, Applied Wave Research, Inc advanced the company funds and made repayments of
£177,458 (2004: £268,593). During the year the company repaid £nil (2004: £37,872). Interest charged in
the year on outstanding balances owed to the parent company totalled £13,035 (2004: £5,045).

At 31 March 2005 the balance owed to Applied Wave Research, Inc was £278,046 (2004: £214,604).

Share Capital
Authorised share capital:
2005 2004
£ £
10,000 Ordinary shares of £1 each 10,000 10,000
Allotted, called up and fully paid:
2005 2004
No £ No £
Ordinary shares of £1 each 10,000 10,000 10,000 10,000

Ultimate Parent Company

The company's immediate and ultimate parent undertaking is Applied Wave Research Inc, a company
registered in the United States of America.
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