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Financal statements for the year ended 31 Oacember 2007

Report of the director

The director presents his report and the financial statements of the company for the year ended
31 December 2007

Pnncipal activities and business review
The principal activity of the company 1s computer software sales, service and support

During the year the company transferred the trade and assets of 1ts Australian branch to an
affihated company Charles Ruver Development Inc

Financial overview

Turnover for the year ended 31 December 2007 was £12.4 nullion - a rise of 28% on last year (2006 £97
miltton) Profit before tax was £1 2 nullion, generating an mcrease of £1 8 million over prior year loss
(2006 loss £0 6 mullion)

The director 15 pleased with the performance duning the year and believes that Charles River Development
Limited 1s 1n a strong position t¢ continue to expand 1ts market share

Financial performance

Management of the company momitors financizl performance by reviewing turnover, gross profit, profit
before taxation and current assets such as cash and accounts receivable to manager the business and
assess it's performance

Results and dividends

The profit for the year, after taxation, amounted to £926,191 The director has not recommended a
dividend

Financial risk management objectives and policies

The company uses a variety of financial mstruments including cash, trade debtors and trade creditors, that
anse directly from its operations The mawn purpose of these financial instruments 1s to provide working
capital for the company's operations

The director 18 of the view that main nsks ansing from the group's financial mstruments are currency nisk
and credit sk Given the strong financial position of the company the director does not consider interest
rate nisk and liquidity nisk to be significant to the company at this ime The director sets and reviews
policies for managing each of these risks and they are summarnised below These policies have remained
unchanged from previous years

Currency risk
The company 1s expesed to translation and foreign exchange nsk This risk 15 mitigated, where possible,
by undertaking transactions with overseas customers and suppliers 1n sterling

Credit risk

The principal credit risk anises from 1ts trade debtors In order to manage credit risk management set
limuts for customers and conduct a regular review of trade debtors outstanding  Credit limuts are reviewed
on a regular basis 1n conjunction with debt agemng and collection history
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Director

The director who served the company during the year was as follows
Peter K Lambertus

Director's responsibilities

The director 1s responsible for prepanng the Report of the director and the financial statements 1n
accordance with applicabie law and regulations

Company law requires the director to prepare financial statements for each financial year Under that law
the director has elected to prepare the financial statements 1n accordance with United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice) The financial
statements are required by law to 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 prepaning these financial statements, the director 1s
required to

- select suttable accounting policies and then apply them consistently,
- make judgements and estimates that are reasonable and prudent,

- prepare the financial statements on the going concern basis unless 1t is inappropriate to presume that
the company will continue n business

The director 15 responsible for keeping proper accounting records that disclose with reasonable accuracy
at any tume the financial position of the company and enable him to ensure that the financial statements
comply with the Compames Act 1985 He 1s also responsible for safeguarding the assets of the company
and hence for taking reasonable steps for the prevention and detection of fraud and other irregulantes

In so far as the director 15 aware |
- there s no relevant audit information of which the company's auditor 1s unaware, and

- the director has taken all steps that he ought to have taken to make himse¢lf aware of any relevant
audst information and to establish that the auditor 1s aware of that information




Charles River Development Limited 5
Financial statements for the year ended 31 December 2007

Auditor
Grant Thornton UK LLP, having expressed their willingness to continue in office, wall be deerned

reappomted for the next financial year in accordance with section 487(2) of the Companies Act 2006
unless the company receives notice under section 488(1) of the Compames Act 2006

ON BEHALF OF THE BOARD

Uk o

Peter K Lambertus

AVEIST 1Y Loot




o Grant Thornton

Report of the independent auditor to the members of
Charles River Development Limited

We have audited the financial statements of Charles River Development Limited for the year ended
31 December 2007 which comprise the principal accounting policies, profit and loss account, balance
sheet, cash flow statement, statement of total recogmised gains and losses and notes 1 to 22 These
financial statements have been prepared under the accounting policies set out therein

Thas report 1s made solely to the company's members, as a body, in accordance with Section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we mught state to the company's
members those matters we are required to state to them in 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 bedy, for our audit work, for this report, or for the opinions
we have formed

Respective responsibilities of director and auditor

The director's responsibilities for prepaning the Report of the Director and the financial statements in
accordance with United Kingdom law and Accounting Standards {(United Kingdom Generally Accepted
Accounting Practice) are set out 1n the statement of director’s responsibilities

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

We report to you our opimion as to whether the financial statements give a true and fair view and are
properly prepared 1n accordance with the Companies Act 1985 We also report to you whether in our
opiion the information given 1n the Report of the Director 1s consistent with the financial statements

In addition we report to you 1f, 1n our opinion, the company has not kept proper accounting records, if we
have not recerved all the information and explanations we require for our audit, or 1f information specified
by iaw regarding director’s remuneration and other transactions 1s not disclosed

We read the Report of the Director and cons:der the implications for our report 1f we become aware of
any apparent misstatements within 1t

Basis of opinion

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




Report of the independent auditor to the members of
Charles River Development Limited (continued)

We planned and performed our audit so as to obtain 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 matenal misstatement, whether caused by fraud or other rregulanty or
error In forming our opinton we alse evaluated the overall adequacy of the presentation of information 1n
the financial statements

Opinion
In our opimon

- the financial statements give a true and fair view, m accordance with Umted Kingdom Generally
Accepted Accounting Practice, of the state of the company's affairs as at 31 December 2007 and of
1ts profit for the year then ended,

- the financial statements have been properly prepared in accordance with the Compantes Act 1985,
and

- the information.gaven 1n the Repon of the Director 1s consistent with the financial statements

(ko L 4o

GRANT THORNTON UK LLP
REGISTERED AUDITORS
CHARTERED ACCOUNTANTS
LONDON THAMES VALLEY OFFICE
SLOUGH

-----------------------
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Principal accounting policies

Basis of accounting
The financial statements have been prepared under the historical cost convention

The prnincipal accounting policies of the company are set out below The policies have remamed
unchanged from the previous year, except as noted below

The director has reviewed the principal accounting policies of the company and considers they remain the
most appropriate for the company

Changes 1n accounting policies

In preparing the financial statements for the current year, the company has adopted the following
Financial Reporting Standards

-FRS 20 'Share-based payment (IFRS 2)'
FRS 20 'Share-based payment (IFRS 2)'

The financial statements for the year ended 31 December 2006 were prepared under the Financial
Reporting Standard for Smaller Entities (FRSSE) For the year ended 31 December 2007 the company
qualifies as a medum sized company and therefore has no longer applied the FRSSE and has adopted full
Financial Reporting Standards The only standard which has a matenal impact on the financial statements
1s the first year adoption of FRS 20 'Share-Based Payment (IFRS 2)'

FRS 20 requires the recogmtion of equity-settled share-based payments at fair value at the date of the
grant and the recogmtion of habilities for cash-settled share-based payments at the current fair value at
each balance sheet date Prior to the adoption of FRS 20, the company did not recognise the financial
effect of share-based payments until such payments were settled

In accordance with the transitional provisions of FRS 20, the Standard has been applied retrospectively
with prior year information being restated accordingly

For year ended 31 December 2006, the change 1n accounting policy has resulted 1n a net decrease 1n the
profit for the year of £137,803 The balance sheet at 31 December 2006 has been restated to reflect the
recogmtion of a habihty for share-based payments of £551,016 and an additional deferred tax asset of
£165,305

For the year ended 31 December 2007 the change in accounting policy has resulted 1n a net charge to the
profit and loss account of £238,429 At 31 December 2007, the habihity recogrused for share-based
payments amounted to £716,545 and the related deferred tax asset amounted to £200,633
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Turnover

Turnover excludes value added tax (or overseas equivalent) and trade discounts and represents the value
of services performed (net of sales taxes)

Professional services, such as implementation, traimming and consultancy, are recognised as the services are
performed

The company receives agent fee revenue from Charles River Systems Inc , the parent company, based
upon the software lease revenue recognised by the parent on the company's end user customer This agent
fee revenue 1s recognised as earned

Support reveniue 1s recognised as it 1s earned with end user customers

In respect of long-term contracts for on-going services, tumover represents the value of work done m the
year, including estimates of amounts not invoiced

Depreciation

Depreciation 1s calculated so as to write off the cost of an asset, less s estimated residual value, over the
useful economic life of that asset as follows

Leasehold Property - 5 years straight line
Fixtures and Fittings - 10 years straight line
Equipment - 7 years straight line
Telecom - 5 years straight line
Computers and equipment - 3 years straight line
Leasing

Lease payments made under operating leases are charged to the profit and loss account on a straight line
basis over the lease term

Pensions

The pension costs charged 1n the financial statements represent the contnbutions payabie by the company
during the year

Deferred taxation

Deferred tax 15 recogmsed 1n respect of all timing differences that have oniginated but not reversed at the
balance sheet date where transactions or events have occurred at that date that wall result 1n an obhigation
to pay more, or a right to pay less or recetve more tax

Deferred tax 15 measured on an undiscounted basis at the tax rates that are expected to apply n the
penods in which tming differences reverse, based on tax rates and laws enacted or substantively enacted
at the balance sheet date

Foreign currencies

Assets and habilities 1n foreign currencies are translated into sterling at the rates of exchange ruling at the
balance sheet date Transactions in foreign currencies are translated into sterlhing at the average rate for the
year Exchange differences are taken inte account in amving at the operating profit
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Share-based payments
The company 1ssues cash-settled share-based payments to certain employees

For cash-settled share-based payments, a liability equal to the portion of the goods and services received 1s
recogmised at the current fair value determined at each balance sheet date

Financial instruments

Financial habilities and equity instruments are classified according to the substance of the contractual
arrangements entered into An equity instrument 1S any contract that evidences a residual interest 1n the
assets of the entity after deducting all of 1ts financial liabilities

Where the contractual obligauons of financial instruments (including share capital) are equivalent to a
similar debt instrument, those financial mstruments are classed as financial habilities Financial habihues
are presented as such in the balance sheet Finance costs and gans or losses relating to financial liabilimes
are included m the profit and loss account Finance costs are calculated so as to produce a constant rate of
refurn on the outstanding liability

Where the contractual terms of share capital do not have any terms meeting the definition of a financial
hability then this 1s classed as an equity instrument Dividends and distnbutions relating to equity
mstrumenss are debited direct to equuty

Going concern

The parent company has confirmed to the director that 1t will continue to provide ongoing financial
support and other assistance to the company for a period of not less than 12 months from the date of
approval of these financial statements

The director has considered this in conjunction with plans for the future irading of the company and
considers 1t appropnate to prepare the financial statements on the going concem basis
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Profit and loss account

Tumover

Other operating charges

Operating profit/(loss)

Interest receivable and similar income

Profit/(loss) on ordinary activities before taxation

Tax on profit/{loss) on ordinary activities

Profit/(toss) for the financial vear

All of the activities of the company are classed as continuing

Note

2007 2006
(rastated)

£ £
12,395,136 9,671,732
11,218,097 10,240,391
1,177,039 (568,659)
59,512 12,594
1,236,551 (556,065)
310,360 72,041
926,191 (628,106)

The accompanying accounting policies and notes form part of these finanoial statements
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Balance sheet

Note
Fixed assets
Tangble assets 8
Current assets
Debtors 9
Cash at bank
Creditors: amounts falling due within one year 11
Net current assets
Total assets less current liabilities
Creditors: amounts falling due after more than one year 12
Provisions for liabilities
Other provisions 13
Capital and reserves
Called-up equity share capital 17
Profit and loss accoum 13
Shareholders’ funds 18

12
2007 2006
(restated)
£ £
82,970 194,417
3,963,532 3335215
2,201,221 1,303,626
6,164,753 4,638,841
4,197,067 3935284
1,967,686 703,557
2,050,656 897,974
716,545 551,016
1,334,111 346,958
60,962 -
1,273,149 346,958
1,000 1,000
1,272,149 345,958
1,273,149 346,958

T s;;: ‘f:ircj'mm | statements Ere approved and signed by the director and authonsed for 1ssue on

4 E::Mq
ﬂb |
Peter K Lambertus
Director

The accompanying accounting policies and notes form part of these financial statements
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Cash flow statement

Net cash inflow from operating activities
Returns on investments and servicing of finance
Taxation

Capital expenditure and financial investment

Increase in cash

Note
19
19
19
19

19

13

2007 2006
{restated)

£ £

934,068 1,080,596

59,512 12,594
(88,865) (85,893)
(7,120) (68,003}

897,595 939,294

The accompanying accounting pohcies and notes form part of these financial statements
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Other primary statements

Statement of total recognised gains and losses

Profit/(loss) for the financial year

Total recognised gains and losses for the year
Prior year adjustment

Total gains and losses recognised since the last financial statements

14

2007 2006
(restated)

£ £
926,191 (628,106)
926,191 (628,106}
- (289,249)
926,191 (917,355)

The accompanying accounting policies and notes form part of these financial statements
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Notes to the financial statements

Turnover

The turnover and profit before tax are attributable to the one principal activity of the company

An analysis of turnover 1s given below

United Kingdom
Asia Pacific
Europe

Other operating charges

Admunistrative expenses

Operating profit/(loss)

Operating profit/(loss) 1s stated after charging/(crediting)

Depreciation of owned fixed assets

Loss on disposal of fixed assets

Operating lease costs

Other

Net profit on foreign currency translation

Audrtor's remuneration - audit of the financial statements
Auditor's remuneration - other fees

Auditor's remuneration - audit of the financial statements

Auditor's remuneration - other fees

- Taxation services

15
2007 2006
£ £
5,130,443 3,913,887
1,121,294 57,092
6,143,399 5,700,753
12,395,136 9,671,732
2007 2006
{restated)
£ £
11,218,097 10,240,391
2007 2006
£ £
117,713 105,631
854 -
398,646 347,268
(189,848) (227,145)
14,500 12,000
3,000 1,950
2007 2006
£ £
14,500 12,000
3,000 1,950
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Directors and employees

The average number of persons employed by the company during the financial vear, including the
director, amounted to 71 (2006 - 72)

The aggregate payroll costs of the above were

2007 2006

(restated)
£ £
Wages and salanes 6,134,933 6,259,823
Social security costs 668,656 562,215
Other pension costs 229,915 236,526
Cash-settled share-based payments 238,429 137,803

7,271,933 7,196,367

Director's Emoluments
The director received no remuneration during the year (2006 - ml)
Pension Costs

The company operates a defined contrbution pension scheme The scheme and its assets are held by
independent manager The pension charge represents contributions due from the company and amounts
10 £229,915 (2006 - £236,526) The amount due at the year end was £22,068 (2006 £29,573)

Taxation on ordinary activities

(a) Analysis of charge n the year

2007 2006
(rastated)
£ £
Current tax
UK Taxation
In respect of the year
UK Corporation tax based on the results for the year at 30% (2006 - 19%) 272,825 -
Under/(over) provision 1n prior year 2,287 (50,724)
275,112 (50,724}
Foreign tax
Current tax on income for the year 110,649 164,106
Total current tax 385,761 113,382
Deferred tax
Origination and reversal of timing differences (75,401} (41,341)

Tax on profit/{loss) on ordinary activities 310,360 72,041
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Taxation on ordinary activites (continued)

{b) Factors affecting current tax charge

17

The tax assessed on the profit/(loss) on ordinary activities for the year 1s higher than the standard rate of

corpoeration tax n the UK of 30% (2006 - 19%)

2007 2006
(restated)
£ £
Profit/(loss) on ordinary activities before taxation 1,236,551 (556,065}
Profit/(loss) on ordinary activities by rate of tax 370,965 (105,652)
Expenses not deductible for tax purposes 46,483 3,792
Caputal allowances for penod i excess of depreciation 15,765 7,820
Utilisation of tax losses (120,034) -
Unrelieved tax losses - 63,986
Adjustments to tax charge in respect of previous periods 2,287 (50,724)
Other timing differences 65,013 30,054
Double tax relief (105,367) -
Foreign tax 110,649 164,106
Total current tax {note 7(a)) 385,761 113,382
Tangible fixed assets
Computers
Leasechold Fixtures & &
Property Fittings Equipment Telecoms Equipment Total
£ £ £ £ £ £
Cost
At 1 Jan 2007 179,030 37,294 281,978 18,957 20,194 537,453
Addrtions 10,922 4,184 62,519 660 5,352 83,637
Disposals (10,922) (14,530) (78,547 (1,209} (5,849)  (111,057)
At 31 Dec 2007 179,030 26,948 265,950 18,408 19,697 510,033
Depreciation
At 1 Jan 2007 122,122 9,486 187,562 9,776 14,090 343,036
Charge for the year 51,386 3,269 56,007 2,691 4,360 117,713
On disposals (446) (2,927 (29,570) (90) (653) (33,686)
At 31 Dec 2007 173,062 9,828 213,999 12,377 17,797 427,063
Net book value
At 31 Dec 2007 5,968 17,120 51,951 6,031 1,900 82,970
At 31 Dec 2006 56,908 27,808 94,416 9,181 6,104 194,417
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Debtors
2007 2006
(restated)
£ £
Trade debtors 2,318,366 2,030,123
Other debtors 800,334 407,916
Corporation tax repayable - 104,753
Prepayments and accrued income 604,126 627,118
Deferred taxation (note 10) 240,706 165,305
3,963,532 3,335,215
The debtors above include the following amounts falling due after more than one year
2007 2006
(restated)
£ £
Other debtors 350,000 253,551
Deferred taxation 200,633 165,305
550,633 418,856
Deferred taxation
The deferred tax included in the Balance sheet 15 as follows
2007 2006
{restated)
£ £
Included 1n debtors (note 9) 240,706 165,305
The movement in the deferred taxation account during the year was
2007
£
Balance brought forward 165,305
Profit and loss account movement arnising during the year 75,401
Balance carmed forward 240,706

The balance of the deferred taxation account consists of the tax effect of uming differences in respect of

2007 2006
(restated)

£ £

Excess of depreciation over taxation allowances 33,894 -
Deferred tax 1n relation to share based payments 200,633 165,305
Other tming differences 6,179 -
240,706 165,305
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Creditors amounts faling due within one year

Trade creditors

Amounts owed to group companies
Corporation tax

Social secunty and other taxes
Other creditors

Accruals and deferred income

Creditors amounts falling due after more than one year

Liability for cash-settled share-based payments

Other provisions

Dilapidation provision:
Provided during year m profit and loss account

At 31 December 2007

Total provisions

Share-based payments

Cash-seitled share-based payments

9

2007 2006
(restated)

£ £

223412 335,328

2,574,444 2,309,767

321,275 129,132

308,084 256,914

420,028 539,164

349,824 364,979

4,197,067 3,935,284

2007 2006
(restated)

£ £

716,545 551,016
2007

£

60,962

60,962

60,962

The company 1ssued to certain employees phantom stock units that require the company to pay the
mtnnsic value of the units to the employee upon a tnggenng event At 31 December 2007, the company
had recorded Labilities of £716,545 (2006 - £551,016) 1n respect of the phantom stock umits The fair
value of the phantom stock umits are determuned using the estimated share price of the ultimate parent
undertaking as at the balance sheet date less the sinke price of each unit The company recorded total
expenses of £238,429 during the year ended 31 December 2007 (2006 - £137,803) 1n respect of phantom

stock units
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Leasing commitments

At 31 December 2007 the company had annual commutments under non~ancellable operating leases as
set out below

Land & buildings

2007 2006
£ £

Operating leases which expire
Within 1 year 63,797 -
Within 2 to 5 years - 215,750
After more than 5 years 464,205 -
528,002 215,750

Related party transactions

Durning the year the company invorced Charles River Systems Inc £4,028,760 (2006 - £3,913,887) 1n
respect of agency fees Duning the year the company was charged £223,849 (2006 - £216,390) by Charles
Ruver Systems Inc¢ 1n respect of management expenses The company was recharged from 1its parent
£94,537 in respect of wages (2006 - £131,189) At the year end the company owed £2,574,444 to Charles
River Systems Inc (2006 - £2,309,767)

Share capital

Authornised share capital

2007 2006
£ £
10,000,000 Ordinary shares of £0 01 each 100,000 100,000
Allotted, calted up and fully paid
2007 2006
No £ No £

Ordinary shares of £0 01 each 100,000 1,000 100,000 1,000
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Reconciiation of shareholders’ funds and movement on reserves

21

Total share-

Profit and loss holders’ funds

Share capital account (restated)
£ £ £
At 1 January 2006 1,000 1,263,313 1,264,313
Pnior year adjustment - (289,249) (289,249)
Restated balance brought forward 1,000 974,064 975,064
Restated loss for the year - (628,106) (628,106)
At 31 December 2006 and 1 January 2007 1,000 345,958 346,958
Profit for the year - 926,191 926,191
At 31 December 2007 1,000 1,272,149 1,273,149
Notes to the statement of cash flows
Reconciliation of operating profit/(loss) to net cash inflow
from operating activities
2007 2006
(restatad)
£ £
Operating profit/(loss) 1,177,039 (568,659)
Depreciation 117,713 105,631
Loss on disposal of fixed assets 854 -
Increase in debtors (657,669)  (1,071,010)
Increase in creditors 69,640 2,352,867
Increase in liability for cash-settled share-based paymenis 165,529 261,767
Increase in provistons 60,962 -
Net cash inflow from operating activities 934,068 1,080,596
Returns on investments and servicing of finance
2007 2006
£ £
Interest received 59,512 12,594
Net cash inflow from retums on investments and servicing of finance 59,512 12,594
Taxation
2007 2006
£ £
Taxation {88,865) (85,893)




19

20

21

22

Charles River Development Limited 22
Finanoal statements for the year ended 31 December 2007
Notes to the statement of cash flows (continued)
Capital expenditure
20607 2006
£ £
Payments to acquire tangible fixed assets (83,637 (68,003)
Receipts from sale of fixed assets 76,517 -
Net cash outflow from capital expenditure (7,120} (68,003)
Reconcihation of net cash flow to movement in net funds
2007 2006
£ £
Increase 1n cash n the period 897,595 939,294
Movement in net funds 1n the period 897,595 939,294
Net funds at 1 January 2007 1,303,626 364,332
Net funds at 31 December 2007 2,201,221 1,303,626
Analysis of changes in net funds
At At
1Jan 2007 Cash flows 31 Dec 2007
£ £ £
Net cash
Cash 1n hand and at bank 1,303,626 897,595 2,201,221
Net funds 1,303,626 897,595 2,201,221

Capital commitments

Amounts contracted for but not provided 1n the financial statements amounted to £308,785 (2006 - £Ni])

Contingent labihties
There were no contingent liabilities at 31 December 2007 and 31 December 2006

Ultimate parent company

The immediate parent undertaking of this company 1s Charles River Systems Inc , incorporated 1n the
USA The director, Peter K Lambertus, 1s a Trustee of the ultimate parent company, Charles River

Systerns Holding Company




