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VNC Group Limited

Registered No 05822974

Directors’ report
The directors present their report and financial statements for the year ended 31 December 2011

Principal activities

The company’s principal activities during the year continued to be software development, licensing, sales
and sales

Results and dividends

The profit for the year after taxation amounted to £6,441,685 (2010 — profit of £1,187,206) The directors
do not recommend a final dividend (2010 — £ml)

The group’s key financial and other performance indicators over the past 3 years were as follows

2011 2010 2009

£000°s £000°s £000°s

Turnover 12,784 5,117 3,627
Profit on ordinary activities before taxation 7,529 1,054 720
Profit for the financial year 6,442 1,187 636
Shareholders’ funds 10,509 4,065 2,876

Business review

Duning the year the group has produced a set of strong business results with strong cash reserves These
results have been achieved by delivering high-quahity software solutions at a compelling price point,
together with further development of the OEM licensing business and strategic partnerships and
collaborations

Developments

The group continued to significantly remvest profits mnto internal R&D for specific new strategic product
areas, including mobile, hosted services and automotive

Risks

Revenue 18 strongly international, which exposes the group to general global economic uncertainties and
exchange rate fluctuations

Events since the balance sheet date
There have been no matenal events since the balance sheet date
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Directors’ report (continued)

Going concern

The company has access to considerable financial resources and as a result the directors beheve that the
company 1s well placed to manage 1ts business nsks successfuily despite the current uncertain economic
outlook

The directors have a reasonable expectation that the company has adequate resources to continue mn
operational existence 1n the foreseeable future Accordingly, the company continues to adopt the going
concern basis in preparing its accounts

Directors

The directors who served the company dunng the year were as follows

Dr A C Harter
Professor A Hopper
T J Richardson

Disclosure of information to the auditors

So far as each person who was a director at the date of approving this report 1s aware, there 15 no relevant
audit information, being mformation needed by the auditor in connection with prepanng its report, of
which the auditor 1s unaware Having made enquiries of fellow directors and the company’s auditor, each
director has taken all the steps that he 15 obliged to take as a director i order to make lumself aware of any
relevant audit information and to establish that the auditor 1s aware of that information

Auditors

A resolution to reappoint Emst & Young LLP as auditors wall be put to the members at the Annual
General Meeting

On behalf of the Board

/[L ¢. LL_JL‘
Dr A C Harter
Director
Date ’
L

2s |4




VNC Group Limited

Statement of directors’ responsibilities

The drectors are responsible for preparing the annual report and the financial statements in accordance
with applicable law and regulattons

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)
Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company
for that period In preparing these financial statements, the directors are required to

*  select suitable accounting policies and then apply them consistently,
e make judgments and estimates that are reasonable and prudent,

*  state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained in the financial statements, and

®  prepare the financial statements on the going concern basis unless 1t 15 mappropriate to presume that
the company will continue in business

The directors are responsible for keeping proper accounting records that are sufficient to show and explain
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Compames Act 2006
They 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 uregulanties



Independent auditors’ report
to the members of VNC Group Limited

We have audited the financial statements of VNC Group Ltd for the year ended 31 December 2011 which
comprise the Consolidated Profit and Loss Account, the Consolidated and Parent Company Balance
Sheets, the Consolidated Cash Flow Statement, the Consolidated Statement of Total Recogmised Gans and
Losses and the related notes 1 to 24 The financial reporting framework that has been applied 1n thexr
preparation 1s applicable law and United Kingdom Accounting Standards {Urnited Kingdom Generally
Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, i accordance with Chapter 3 of Part 16
of the Companies Act 2006 Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them n an auditor’s report and for no other purpose To
the fullest extent permutted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opimons we
have formed

Respective responsibilities of directors and auditor

As explamed more fully 1n the Directors’ Responsibilities Statement set out on page 4, the directors are
responsible for the preparation of the financial staterents and for being satisfied that they give a true and
farr view QOur responsibility 1s to audit and express an opimon on the financial statements 1n accordance
with apphicable law and International Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

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 aincludes an assessment of whether the accounting policies are
appropriate to the group’s and the parent company’s circumstances and have been consistently applied and
adequately disclosed, the reasonableness of significant accounting estimates made by the directors, and the
overall presentation of the financial statements In addition, we read all the financial and non-financial
rmformation in the Annual Report and Financial Statements to identify matenal inconsistencies with the
audited financial statements If we become aware of any apparent matenal misstatements or
inconsistencies we consider the implications for our report

Opinion on the financial statements
In our opimon the financial statements

e give a true and fair view of the state of the group’s and of the parent company’s affairs as at 31
December 2011 and of the group’s profit for the year then ended,

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

¢  have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given 1n the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements




Independent auditors’ report
to the members of VNC Group Limited

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us
to report to you 1f, 1n our opinion

¢ adequate accounting records have not been kept by the parent company, or retuns adequate for our
audit have not been received from branches not visited by us, or

e the parent company financial statements are not 1n agreement with the accounting records and
returns, or

¢  certam disclosures of directors’ remuneration specified by law are not made, or

s  we have not recerved all the information and explanations we require for our audit

Erw*&j Lep |

Tony McCartney, Semor Statutory Auditor
For and on behalf of Ernst & Young LLP (Statutory Auditor)
Cambndge

Date 2(( 6] o,




VNC Group Limited

Consolidated Profit and loss account
for the year ended 31 December 2011

2011 2010

Notes £ £

Turnover 2 12,784,394 5,116,556
Cost of sales (153,992) (164,832)
Gross profit 12,630,402 4,951,724
Administrative expenses (5,198,612)  (3,919,761)
Operating profit 3 7,431,790 1,031,963
Interest receivable and ssmular income 6 97,444 22,398
Profit on ordinary activities before taxation 7,529,234 1,054,361
Tax 7 (1,087,549) 132,845
Profit for the financial year 6,441,685 1,187,206

All operations of the Group continued throughout the year

Consolidated statement of total recognised gains and
losses
for the year ended 31 December 2011

There are no recognised gamns or losses other than the loss attnbutable 1o the shareholders of the Group of
£6,441,685 in the year ended 31 December 2011 (2010 - profit of £1,187,206)




VNC Group Limited

Consolidated Balance sheet
at 31 December 2011

Fixed assets
Intangble assets
Tangible assets
Investments

Current assets
Debtors
Cash at bank and 1n hand

Creditors amounts falling due within one year
Net current assets
Total assets less current habilities

Creditors amounts fathng due after more than one year
Provisions for habiities

Net assets

Capital and reserves

Called up share capital

Share premum

Profit and loss account

Shareholders’ funds

Notes

10
11

12

13

14
15

16
17
17

2011 2010

£ £

8,240 8,240
112,793 -
157,693 157,693
278,726 165,933
1,292,007 1,058,906
10,919,220 3,656,571
12,211,227 4715477
(1,707,532)  (221,793)
10,503,695 4,493,684
10,782,421 4,659,617
(263,986)  (594,213)
(9,494) -
10,508,941 4,065,404
5,458 5,364
3,565 1,807
10,499,918 4,058,233
10,508,941 4,065,404

These report and financial statements were approved by the directors and authonised for issue on 25

Sﬁtcmbcr 2012 and are signed on their behalf by

e

Dr A C Harter

Darector

Date Q) § {f‘\ v

Registered No 05822974




VNC Group Limited

Parent Company Balance Sheet
at 31 December 2011

2011 2010

Notes £ £
Fixed assets
Investments 11 5,334 5,334
Current assets
Debtors 12 3,689 1,837
Total assets less current liabilities 9,023 7,171
Capital and reserves
Called up share capatal 15 5,458 5,364
Share Premium 16 3,565 1,807
Shareholders’ funds 9,023 7,171

Dr A C Harter
Director

Date 2% l‘l }l‘b




VNC Group Limited

Consolidated Group Cash Flow Statement

At 31 December 2011

Cash flow from operating activities

Profit for the year

Income tax

Net finance revenue

Depreciation of property, plant & equipment
Changes in working capital

Trade and other receivables

Trade and other payables

Net cash generated from operating actiwvities

Cash flows from investing activities
Purchase of property, plant and equipment
Proceeds from sales of shares

Interest received

Net cash used in investing activities

Net increase in cash and cash equivalents
Opening cash and cash eqinvalents
Closing cash and cash equivalents

Notes

2011 2010

£ £
6,441,685 1,187,206
1,087,549  (132,845)
(97,444)  (22,398)
22,558 1,274
(268,101) (81,820)
112,457 (61,189)
7,298,704 890,228
(135,351) -
1,852 1,641
97,444 22,398
(36,055) 24,039
7,262,649 914,267
3,656,571 2,742,304
10919,220 3,656,571

10
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Notes to the financial statements
31 December 2011

1. Accounting policies
Basis of preparation
The financial statements are prepared under the historical cost convention and 1n accordance with Uruted
Kingdom Generally Accepted Accounting Principles
The principle accounting pohicies have been applied consistently throughout the year and preceding year
Basis of consolidation

The Group financial statements are made up to 31 December 2011 and consohdate the financial statements
of VNC Group Limted and Real VNC Limuted No profit and loss account 1s presented for VNC Group
Limted as permutted by section 408 of the Companies Act 2006

Entities, other than subsidiary undertakings or joint ventures, in which the Group has a participating
mterest and over whose operating and financial policies the group exercises a sigmficant ifluence are
treated as associates In the Group financial statements, associates are accounted for using the equity
method

Going concern

The company has access to considerable financial resources and as a result the directors believe that the
company 1s well placed to manage 1ts business nisks successfully despite the current uncertain economic
outlook

The directors have a reasonable expectation that the company has adequate resources to confinue m
operational existence in the foreseeable future Accordingly, the company continues to adopt the gomng
concern basis 1n prepanng 1ts accounts

Intangible fixed assets

The recorded mtangible asset represents a web site domain name with an indefinite economic hfe and as
such, the asset 18 not amortised

The carrying value of intangible fixed assets 1s reviewed for impairment when events or changes 1n
circumstances indicate that the carrying value may not be recoverable

Tangibie fixed assets
Tangible fixed assets are stated at cost

Depreciation 1s provided on all tangible fixed assets at the following rates in order to wnite off each asset
over 1ts esimated useful life

Plant and machinery - 3314% on cost per annum straight line

Office and computer equipment - 25% per annum straight line

Computer assets with a cost of less than  — £2,000 are written off 1n the year of expenditure
Investments

The carrying values of fixed asset investments are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable
Research and development

Expenditure on research and development 15 written-off in the year m which 1t 15 incurred, unless in
certain strictly defined circumstances set out under SSAP 13 In such situations where all the relevant
critena 1s met, development expenditure 1s capitalised to the extent that 1ts recovery can be reasonable
regarded as assured Such deferred development costs are amortised over their expected useful hife

1
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Notes to the financial statements (continued)

1. Accounting policies (continued)
Revenue recognition

Revenue 1s recognised 1n line with the company’s ongoing obligations under the hcence contracts Certan
licences require a hugh degree of modification and customusation provided through the maintenance and
support services to enable appropniate usage by the customer Revenue from both the imtial licence fees as
well as the maintenance and support fees are imtially reported as deferred income and 1s transferred to the
profit and loss over the period over which the company 1s obligated to provide maintenance and support
SErvices

Turnover
Turnover represents the sale of software hcences and support net of value added tax

Deferred taxation
Deferred taxation 1s recognised in respect of atl tiring differences that have onginated but not reversed at

the balance sheet date where transactions or events have occurred at that date that will result 1n an
obhgation to pay more, or nght to pay less or to receive more, tax, with the following exceptions

¢ Prowvision 1s made for deferred taxation that would anse on remittance of the retained earmings of
subsidianes, associates and joint ventures only to the extent that, at the balance sheet date, dividends
have been accrued as receivable

¢ Deferred tax assets are recognised only to the extent that the directors consider that 1t 1s more likely
than not that there will be suitable taxable profits from which the future reversal of the underlying
timung differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the periods
in which tmung differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date

Foreign currencies

Transactions 1n foreign currencies are translated into Sterling at the rate of exchange ruling at the date of
the transaction Assets and habilities in foreign currencies are translated into Sterling at the rates of
exchange ruling at the balance sheet date Exchange differences are taken into account in armving at the
operating result

Operating leases

Rentals applicable to operating leases where substantially all of the benefits and the nsks of ownership
remam with the lessor, are charged aganst profit on a straight line basis over the lease term

Pensions

The company operates a defined contribution pension scheme Contributions payable to the company’s
pension scheme are charped to the profit and loss account 1n the penod to which they relate

Share based payments

The cost of equity-settled ransactions with employees 1s measured by reference to the fair value at the
date at which they are granted and 15 recogmised as an expense over the vesting penod, which ends on the
date on which the relevant employees become fully entitled to the award Fair value 15 determined by an
external valuer using an appropriate pricing model In valung equity-settled transactions, no account 1s
taken of any vesting conditions, other than conditions linked to the price of the shares of the company
(market conditions)

No expense 1s recogmsed for awards that do not ultimately vest, except for awards where vesting 15
conditional upon a market condition, which are treated as vesting nrespective of whether or not the market
condition 15 satisfied, provided that all other performance condibons are satisfied

12




VNC Group Limited

Notes to the financial statements (continued)

2. Turnover

Turnover, which 1s stated net of value added tax, represents amounts invoiced to third parties and 1s

attnbutable to one continuing activity, as stated in the directors’ report

An analysis of turnover by geographical market 1s given below

UK
Non UK sales

3. Operating profit
This 15 stated after charging

Auditors” remuneration — audit of the financial statements
— audut of subsidiary undertakings
— tax compliance services

Depreciation of owned fixed assets

Foreign exchange differences

4 Directors’ remuneration

Remuneration

Contnibutions paid 1o defined contnbution pension schemes

Members of defined contribution pension schemes

2011 2010
£ £
783,504 548,495
12,000,890 4,568,061
12,784,394 5,116,556
2011 2010
£ £
10,000 10,000
6,000 3,000
22,558 1,274
69,933 126,358
2011 2010
£ £
248,000 245908
13,080 12,150

No No
3 3

The aggregate remuneration of the hughest paid director was £150,000 (2010 — £144,000) and pension
contributions of £7,200 (2010 — £6,450) were made to a money purchase scheme on his behalf None of
the directors received or exercised shares for qualifying services 1n the current or prior year

13
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Notes to the financial statements (continued)
5. Staff costs

2011 2010

£ £

Wages and salanies 3,140,134 2,095,905
Social security costs 326,886 298,716
Other pension costs 120,217 105,251

3,587,237 2,499,872

The average monthly number of employees durmg the year was made up as follows

No No
Research and development 47 27
Adminsstrative staff 22 29
69 56
6. Interest receivable and similar income
2011 2010
£ £
Interest recervable on monies places on deposit 97,444 22,398
7. Tax
(a) Tax on profit on ordinary activities
The tax charge 1s made up of follows
2011 2010
£ £
Current Tax
UK Corporation Tax on profits of the penod 1,078,055 -
Adjustments 1n respect of prior periods - (132,845)
1,078,055 (132,845)
Deferred Tax
Onginating and reversal of timing differences (Note 15) 9,494 -
Tax on profit of ordinary activihies 1,087,549 (132,845)

14




VNC Group Limited

Notes to the financial statements (continued)

7. Tax {continued)
(b) Factors affecting current tax charge

The tax assessed on the profit on ordinary activities for the period 1s lower than the standard rate of
corporation tax in the UK of 26 50% (2010 28 00%) The differences are reconciled below

2011 2010
£ £
Profit on ordinary activities before tax 7,529,234 1,054,361
Profit on ordinary activities multiplied by standard rate of
Corporation tax n the UK of 26 50% (2010 28 00%) 1,995,247 295,221
Effect of
Expenses not deductible for tax purposes 1,612 1,574
Capital Allowances 1n excess of depreciation (12,218) (201)
Other tming differences (72) (3,055)
Adjustments in respect of prior penods - (132,845)
Utilisation of brought forward tax losses {125,027) 82,144
R&D enhanced deduction ' (781,487) (375,683)
Total Current Tax 1,078,055 (132,845)

(c) Factors that may affect future tax charges

Finance Act 2011, enacted on 19 July 2011, reduced the main rate of corporation tax to 26% from 1 April

2011 and to 25% from 1| April 2012 Deferred tax has been restated accordingly 1n these financial
statements

The UK government announced on 21 March 2012 further reductions in the standard rate of corperation
tax to 24% from 1 Apnl 2012, which was enacted by Finance Act 2012 on 17 July 2012, and by a
further 1% per annum to 22% from  Apnl 2014 These reductions had not been substantively enacted at

the balance sheet date and consequently their effects are not included 1n these financial statements

Finance Act 2011 also enacted a reduction from 1 Apnl 2012 in the rate of capital allowances applicable

to plant and machinery and to 1ntegral features from 20% to 18% and from 10% to 8% respectively

The above changes to the rates of corporation tax and capital allowances wall impact the amount of
cash tax payments to be made by the group

8. Profit attributable to members of the parent company

The profit dealt with 1n the financial statements of the parent company 1s £Ni1 (2010 £Nil)

future

15
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9.

10.

1.

Notes to the financial statements (continued)

Intangible fixed assets

Group

Cost
At 1 January 2011 and 31 December 2011

Net book value
At 1 January 2011 and 31 December 2011

The Parent company held no intangible fixed assets in the year (2010 £Nil)

Tangible fixed assets

Group

Cost or valuation

At 1 January 2011
Additions

At 31 December 2011

Depreciation
At 1 January 2011
Provided during the year

At 31 December 2011

Net Book Value
At 31 December 2011
At 31 December 2010

The parent company held no tangible fixed assets in the year (2010 £Nil)

Investments

Group

Cost

At 1 January 2011 and 31 December 2011

Provisions

At 1 January 2011 and 31 December 2011

Net book value

At 1 January 2011 and 31 December 2011

Domain

name

£

8,240

8,240

Office and
Plant and computer

machinery, equipment Total
£ £ £
10,156 31,263 41,419
- 135,351 135,351
10,156 166,614 176,770
10,156 31,263 41,419
- 22,558 22,558
10,156 53,821 63,977
- 112,793 112,793

Associated

undertakings

£

200,000

42,307

157693

16
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11.

12.

Notes to the financial statements (continued)

Investments (continued)

The group’s investments at the balance sheet date in the share capital of Investee companies mclude the

followng

Name of company

Advenuq Limuted

Parent company

Cost
At 1 January 2011 and 31 December 2011

Proportion of
voting nghts Country of
and shares Nature of n-
Holding held business  corperation
Ordinary High England and
shares 2072% technology  Wales
Subsidiary
undertakings
£
5,334

The company’s investments at the balance sheel date n the share capital of compames include the

following

Name of company

VNC Limted
Real VNC Limited

Debtors

Trade debtors

Amounts owed by Group undertakings
Other debtors

Prepayments and accrued income

Corporation tax recoverable

Amounts falling due after more than one year
Associated company loan

Proportion of
vohing nights
Holding and shares held

Ordinary shares 100%
Ordinary shares 100%

Nature
of busmess

Dormant

Software publishing
and research

Farent

Group Company

2011 2010 20611 2010

£ £ £ £
1,076,011 787,698 - -
. - 3,689 1,837

6,474 71,084 - -
109,522 65,124 - -

- 35,000 - -
1,192,007 958,906 3,689 1,837
100,000 100,000 - -
1,292,007 1,058,906 3,689 1,837

17
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13.

14.

15,

Notes to the financial statements (continued)

Creditors: amounts falling due within one year
Group

Trade creditors

Cuwrrent corporation tax

Other taxes and social security costs
VAT

Other creditors

Accruals and deferred income
Pension creditor

The parent company had no creditors in the period (2010 £Nil)

Creditors: amounts falling due after more than one year
Group

Accruals and deferred income

Deferred Tax

At 1 January 2011
Profit and Loss account

At 31 December 2011

The provision for deferred tax consists of

Accelerated for Capital Allowances
Other umung differences

Provision for deferred tax

2011 2010
£ £
95,434 53,700
1,043,055 -
103,600 81,732
(1,608) 2,922
7,103 -
459,786 83,007
162 432
1,707,532 221,793
2011 20160
£ £
263,986 594,213
263,986 594213

Deferred

Tax

£

9,494

9,494

2011 2010

£

9,535 -

(41 -

9,494 -

18
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16.

17.

18.

19,

Notes to the financial statements (continued)

Issued share capital
Group and Parent company 2011 2010
Allotted, called up and fully pard No £ No £
Ordinary shares of £1 each 545,777 5,458 536,377 5,364
Movements on reserves
Share Share  Profit and
Group Capual  Premium Loss Account
£ £ £
At 1 January 2010 5,343 187 2,871,027
Share purchase 21 1,620 -
Profit for the financial year - - 1,187,206
At January 2011 5,364 1,807 4,058,233
Share purchase 94 1,758 -
Profit for the financial year - - 6441,685
At 31 December 2011 5,458 3,565 10,499,918
Parent company
The change n the parent company share capital and share premium accounts 1s the same as the group
changes above The increase in ordinary shares relates to the exercise of share options as disclosed 1n
Note 22
Events since the balance sheet date
There have been no matenal events since the balance sheet
Pensions
Duning the year under review the group operated a small self admumstered pension scheme n respect of
the staff and directors The assets of the scheme are held and managed by an independent pension fund
The pension cost represents contributions payable by the group and amounted to £120,217 (2010 -
£105,251) Contributions totalling £162 (2010 — £432) were payable to fund at the end of the year and are
shown within other creditors
2011 2010
No No
Members of defined contribution pension schemes 47 34

19
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20.

21.

22.

Notes to the financial statements (continued)

Other financial commitments

At 31 December 2011 the Group had annual commitments under non-cancellable operating leases as set
out below

2011 2010
Land and bulldings £ £
Operating leases which expire
Within one year 72,220 73,469

Development expenditure

Expenditure of £103,184 has been written off in the period, of which £59,657 was capitalised in the
previous year and has been wnitten off in accordance with SSAP 13

Share Based Payments
Share options have been granted in respect of the Ordinary shares 1ssued by the company

The fair value of share-based payments in respect of employee services received duning the year to 31
December 2011 15 £3,517 (2010 - £7,221} As itis unhkely that the options will vest in the near future no
charge has been made in the accounts

Movements in the number of share options outstanding and their related weighted average exercise prices
are as follows

2011 2010
Weighted Number Weighted  Numbe
average of average rof
Exercise price Options  Exercise price  Options

£
Outstanding at the beginning of the year 061 43,706 063 49,351
Granted - -
Forferted 079 (1,254) 079  (3,568)
Exercised 0197 (9,400) 079 (2,077
Lapsed - -
Qutstanding at the end of the year 071 33,052 061 43,706
Exercisable at the end of the year __ 18,626 21,127

20




VNC Group Limited
. ]

23. Share Based Payments {continued)

Share options cutstanding at the end of the year have the following expiry date and exercise prices

Number of options

Date granted 2011 2010 Period of options  Price per share

24 November 2006 4,200 13,600 10 years £0 197

28 November 2009 28,852 30,106 10 years £079
33,052 43,706

The options are held by 25 (2010 26) directors and employees of the company An exit event, defined as
a share sale, an asset sale or a listing will tngger the options

The fair value of options granted 1s estimated as at the date of grant using a Black-Scholes valuation
model, taking into account the terms and conditions upon whech the options were granted

The following table lists the inputs to the model used for the options granted on 24 November 2006 and 28

November 2009
Date granted 24 Nov 2006 28 Nov 2009
Dividend yteld (%o} 0 0
Expected share pnce 40 40
volatility (%)
Rusk-free interest rate 55 10
Expected hfe of options 10 10
(years)
Weighted average share 0197 079
price (£)

The volatility measured at the standard deviation of continuously compounded share returns 1s based on
sinmular valuations for entities of a sirmlar size and nature

24. Related party transactions
There has been no trading activity between VINC Group and its subsidiary Real VNC Linuted in the
penod
Within debtors 1s a loan due from Adventiq Limited, a company m which Real VNC Lirmted holds 20 72%

of the 1ssued share capital The total amount of interest charged to the financial statements mn the year
under review amounted to £Nil (2010 — £22,398)

Real VNC Limted also mvoiced Adventiq Ltd on normal commercial terms of £45,675 (2010 - £36,060)
in respect of royalties The amount due to Real VNC Limited at the end of the year 1s £33,158 (2010 -
£3,243) and 1s shown as part of trade debtors

21




