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I am pleased to report the fi nancial results for your Company for the year ending 31 

March 2007 and to comment on progress during the period. It has been a momentous 

year for us. The Company has been transformed from a UK-based investment business 

to a sophisticated technology Company with its principal place of business in California, 

USA.

The Background

The Company made its initial investment in ViaLogy in 2001. The Directors were 

impressed by the ViaLogy technology, which is based on an invention by scientists 

from Caltech/NASA’s Jet Propulsion Laboratories (“JPL”). Using advanced computer 

algorithms based on principles of quantum mechanical systems the team, led by Chief 

Technical Offi cer Dr Sandeep Gulati, was able to detect, enhance and interpret weak 

sound signals. ViaLogy invented and patented Quantum Resonance Interferometry 

(QRI) for a very broad class of applications. Over the past fi ve years, ViaLogy has 

implemented and demonstrated QRI on applications ranging from life sciences and 

medical diagnostics to video surveillance. QRI is the underlying computational fabric 

that powers all of ViaLogy products and signal processing applications.

The technology was validated fi rst with microarrays and then in the fi eld of mass 

spectrometry. Successful prototype work was also conducted in other industrial 

areas. With development work at an advanced stage and prototype collaboration 

being undertaken with international companies and government establishments, it 

was time for a major change in ViaLogy’s overall approach. Today the Company is 

concentrating on developing commercial products for safety, security, surveillance and 

remote monitoring applications in clearly defi ned areas: defence, oil and gas, enterprise 

operations and facilities management. The next section of this report details our 

progress to date.

The Financial Situation

For fi ve years the Company, together with First Ventury in Germany and other venture 

capital and private investors, fi nanced ViaLogy’s research and development activities. 

In October 2006 the Company owned, on a fully diluted basis, 43.76% of ViaLogy’s 

shares. At the last AGM shareholders approved the acquisition of the remainder of 

the issued share capital of ViaLogy valuing the entire share capital of ViaLogy Corp at 

US$15 million. At the AGM it was also agreed that the Company’s name would be 

changed to ViaLogy PLC.

The loss for the year to 31 March 2007 is £1.8m after depreciation and amortisation 

costs of £0.9m. The acquisition of ViaLogy together with deferred tax adjustments 

created an asset in the accounts which values the Intellectual Property and associated 

Research and Development at £12m. Like all such resources this asset is amortised 

over a period of time, in this case six years, which gives rise to the amortisation

charge in the accounts. 

Chairman’s statement

ViaLogy PLC (Formerly Original Investments PLC)
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The Directors and Staff

During this year of change and progress the directors of ViaLogy, both in US and 

Europe, have put in valuable time and effort above and beyond the call of duty. In 

particular our thanks go to Michael Kelly, a non-executive director of ViaLogy Corp, 

who took on the mantle of President and Interim CEO for the period leading up to and 

immediately after the merger. As a former banker and director of a global investment 

company he proved ideally suited to integrate the businesses and establish the basis 

of our new operation.

Also I want to pay tribute to our excellent staff, a team of 30 people who are working 

long hours at our headquarters in Pasadena, California, to ensure our proposed new 

products become a successful reality. To illustrate their calibre let me quote the senior 

vice-president of a Fortune 50 company who is working with us in beta-testing one 

of our products: “Whenever I visit ViaLogy and see the enthusiasm and ability of the 

people who work there I feel humble in their presence.” You will not be surprised to 

learn that we have adopted a new Employee Option Plan to encourage and reward 

their creativity and commitment.

Acrobot

For the time being the directors have decided to retain the Company’s holding in 

The Acrobot Company, a spinout company from Imperial College, London. Acrobot 

technology is being developed to provide speed, accuracy and reproducibility in 

minimally-invasive, bone-conserving surgery. It includes 3-D planning, surgical 

navigation and surgeon-controlled robotic surgery. 

Acrobot plans to announce the fi rst of its commercial products before the end of 2007.

Fund Raising

Since the end of the last fi nancial year the Company has raised £4.4 million by way of a 

placing of new ordinary shares. The decision to establish a strong sales and marketing 

team for ViaLogy requires an additional expenditure and it was mainly for this reason 

that the directors decided in June 2007 to arrange a placing of 55 million new ordinary 

shares in the Company at a placing price of 8 pence per share. In addition, subject 

to shareholder approval at the Annual General Meeting, the placees will receive one 

warrant for every two ordinary shares purchased in the placing. Each warrant will 

entitle the holder to purchase an additional ordinary share at 10 pence at any time 

during the following two years.

We decided on a placing rather than an open offer or rights issue to existing 

shareholders for two main reasons. The fi rst is cost; it is much less expensive for the 

Company to raise funds via a restricted placing, and the second was the opportunity to 

strengthen the institutional side of our shareholder register. 
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New President and Chief Executive Offi cer

We are absolutely delighted to confi rm that from the beginning of October 2007 

Dr. Robert Dean has agreed to accept the positions of President and Chief Executive 

Offi cer of ViaLogy LLC, our wholly-owned American subsidiary Company. He will also 

remain as a director on the main board of ViaLogy PLC. 

You are able read Bob Dean’s impressive CV on page 12 of this annual report. He has 

had a remarkable career, ranging from special adviser to Ronald Reagan at the White 

House to a senior executive position with a number of Fortune 50 companies. Bob 

leaves a senior position with one on America’s leading defence research and science 

application companies to join us as our CEO and we are confi dent that he is exactly the 

right person to lead ViaLogy during this most exciting time in its history.

Terry Bond

Executive Chairman

ViaLogy PLC      

28 September 2007

Chairman’s statement continued



ViaLogy is a recognised innovator and leader in network-centric signal processing and 

sensor operability. All our computational solutions are powered by our patented and 

proprietary technology – Quantum Resonance Interferometry (QRI).

During the year we have accomplished signifi cant technical and product milestones.

Our progress and products

Sensor Policy Manager (SPM™) launched – a 

software product for sensor processing 

and interoperability.

MicroSPM™ fi eld trials initiated – small 

footprint embedded hardware platform for 

real-time video and sensor data processing.

MPEX Electronic Eye™ successfully 

demonstrated – platform for 360°

panoramic video processing. Commercial 

release planned for 2008.

Commercial collaboration for undersea and 

geoseismic sensing – Agreement 

signed with leading fi bre optic company for 

undersea intrusion detection and 

geoseismic processing.

Microelectromechanical systems (MEMS) 

sensor performance improvement 

– successful demonstration achieves a 10X 

improvement in stability and performance 

of JPL/Boeing miniature vibratory gyroscope.

REPAS, an exclusive licence for spectroscopy 

application – QRI will combine with 

US Dept of Energy technology for remote 

detection of dangerous compounds.

ViaLogy PLC (Formerly Original Investments PLC) 5
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Our progress and products

SPM™

Today, systems of multiple connected sensors (cameras, lasers, radars, and 

acoustics) deployed for commercial, military or public security purposes pose severe 

interoperability problems. It has proved diffi cult to connect these disparate sensors 

in an integrated network where they can communicate, effectively exchange and 

combine signal data for near real-time transmission for evaluation and response 

in remote operations command and response centres. These diffi culties result in 

high operational and deployment costs, ineffi cient use and suboptimal response 

characteristics. SPM™ solves all these problems, exploiting the internet protocol and 

ViaLogy’s patented signal processing techniques. 

SPM™ is an enterprise-grade software policy manager for large-scale sensor 

applications. It is sensor agnostic. Policies are prescribed plans or courses of action in 

response to events detected by any sensor. SPM™ enables rapid detection of events, 

and accurate analysis and communication of signals of interest, for mitigation and 

directed response. SPM™ allows users to integrate tens to thousands of different 

types of sensors attached to wired and wireless networks to securely meet their 

real-time monitoring, operations, security and business continuity requirements from a 

single control point. Operators of networked sensor systems are constantly challenged 

to integrate their legacy infrastructure with new sensors and video, and simultaneously 

required to incorporate new event based threats. SPM™ provides a complete 

programming environment and toolkit solution at low cost, which is totally independent 

of sensor type and network architecture.

MicroSPM™

Video surveillance systems are essential remote monitoring tools for critical 

infrastructure, including airports, train and subway stations, border crossings, ports, 

dams, rail lines, fi nancial and governmental institutions, power grids, utilities and 

refi ning facilities. Currently analysis and decision-making based on video information is 

performed largely by human operators staring at multiple video consoles and manually 

controlling cameras. Such centralised “man-in-the-loop” video viewing and security 

decision making has become a major choke-point, severely limiting the utility of video 

networks. MicroSPM™ enables high speed processing at the video source itself; 

each camera is programmed to prioritise and transmit specifi c events or images of 

interest to the operator for decision and action. This multiplies the effectiveness of the 

individual cameras in the network.

MicroSPM™ is a hardware platform for fully autonomous high defi nition (HD) digital 

video processing at the camera source. It is powered by ViaLogy’s proprietary, 

patented signal processing Quantum Resonance Interferometry (“QRI”) technology. 

QRI, enables detection of weak signals and image features in high background clutter, 

and is 10 to 100 times more effective than standard signal extraction techniques. 

Applications include: face-recognition in crowds; human, object and vehicle detection 

and counting; and license plate reading, in particular, under diffi cult environmental 

conditions. Markets include defense, oil and gas, enterprise safety and security, 

and, perimeter and border surveillance. The MicroSPM™ platform addresses three 

major trends within the global surveillance industry: increasing adoption of network 

addressable digital video camera and thermal imagers; need for real-time autonomous 

processing by moving the policy execution and the intelligence to the network edge; 

and the accelerated migration to IPv6 addressing standards.



MPEX Electronic Eye™ 

Currently in development with a global partner, MPEX is a major advancement in 

computer vision and video surveillance technology. It can automatically process 

imagery from moving cameras in a 360˚ fi elds-of-view (FOV). MPEX harnesses the 

computational power of multiple cameras with varying lenses and parallaxes to create 

a dynamically allocatable fi eld of view and magnifi cation for software controlled 

persistent omni-directional surveillance. 

MPEX is based on biological vision constructs found in insects and reptiles. 

Most advanced vision systems are limited to only stereo vision with a single parallax 

based on the co-registration of frames from two lenses (eyes), allowing only a 

scan of the horizon. In contrast, MPEX exploits multiple parallaxes to achieve three 

dimensional perception using multiple, overlapping fi elds-of-view (FOV). QRI software 

control allows the sensor to steer in real time between lines of sight and change to 

multiple fi elds of view for reconnaissance applications. This includes wide FOV for 

surveillance, high resolution narrow FOV for target identifi cation and tracking, and fast 

electronically addressable pointing for tracking of multiple targets. This construction 

dramatically increases the probability of target detection and localisation. 

ViaLogy‘s initial MPEX Electronic Eye™ applications are geared to detection of very 

fast moving targets such as in missile interceptors, deployment on fast moving ground 

vehicles and airborne platforms such as UAVs (unmanned aerial vehicles), and omni-

directional tower mounts for border surveillance and critical infrastructure security.

REPAS

REPAS is a breakthrough application of photo-acoustic spectroscopy (PAS) for 

detection of minute traces of chemical, biological and explosive molecules on rigid 

surfaces and walls from standoff distances of tens of metres. ViaLogy has obtained 

a worldwide exclusive licence for REPAS from the US Department of Energy’s Oak 

Ridge National Laboratory (ORNL). Unlike conventional PAS techniques that use light 

excitation to generate acoustic emission signatures characteristic of the substances 

being irradiated, REPAS measures the change in phase of an externally generated 

acoustic wave impinging on the area being subjected to light absorption. This results in 

increased sensitivity and specifi city. In developing REPAS, ORNL leveraged advances 

in acoustic beam formation, detection of acoustic wave phase, and spectrometer 

miniaturisation.

ViaLogy plans to deploy REPAS technology in portable detectors for remote detection 

of covert and camoufl aged buildings where explosives may be manufactured and 

stored in cluttered urban and industrial environments. The hand-held chemical 

detection device will also be able to identify dangerous compounds being carried by 

people.

ViaLogy PLC (Formerly Original Investments PLC) 7
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Results and dividends

The income statement is set out on page 18 and shows the loss for the year.

The Directors do not recommend a fi nal ordinary dividend for the year (2006 - £Nil).

Principal activities, trading review and future developments

A detailed review of the business, post balance sheet events and likely future 

developments is given in the Chairman’s statement and the Progress and Products 

report.

Adoption of International Financial Reporting Standards IFRS

Following the change in the Group structure after the acquisition of Vialogy Corp, the 

Group has adopted IFRS for this accounting period, in advance of the AIM listing rules 

requirement to do so for all accounting periods starting after 1 January 2007.

Key performance indicators

The directors consider the Group’s key performance indicators to be the level of cash 

resources available for continued research and development of products. As can be 

seen from the balance sheet, cash resources for the Group at 31 March 2007 were 

£1.198m. During the year, the loss after tax and after adding back the amortisation 

charge was £1m. The Company raised £4.3m (after expenses) through share issues in 

June 2007 and at 30 August cash balances stood at £4.1m. Therefore adequate cash 

balances exist to fund this exciting stage of development for the Group.

Financial instruments

Details and required disclosure of the fi nancial instruments used by the Group are 

contained in note 19 of the fi nancial statements.

Payments to suppliers

The Group agrees terms and conditions under which business transactions with 

suppliers are conducted. It is Group policy that, provided a supplier is complying with 

the relevant terms and conditions, including the prompt and complete submission of 

all specifi ed documentation, payment will be made within a reasonable period of the 

invoice being received and in any case within the agreed payment period. The number 

of days purchases outstanding at 31 March 2007 for the Group was 21 days (2006 - 6 

days).

Risks and uncertainties

The main business risk facing the Group is that its technology cannot be viably 

developed both economically and technically and that competitors do not emerge to 

erode the competitive advantage. 

Further risks are associated with potential customers’ inability to quickly adapt the 

technology, due to its unusually innovative character. As a small company, there 

is a risk that the founder and/or another key employee will become incapacitated 

or otherwise be unavailable to the Company, before the products have been fully 

developed to the point of full commercial viability.

Going concern

Following its review of the Company’s fi nancial plans, the Board has a reasonable 

expectation that the Company has adequate resources to continue in operational 

existence for the foreseeable future. Accordingly the fi nancial statements set out on 

pages 18 to 48 have been prepared on a going concern basis.

ViaLogy PLC (Formerly Original Investments PLC)

The Directors present their report together with the audited fi nancial 

statements for the year ended 31 March 2007.
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The Directors of the Company during the year and their interests at the year end 

(including non-benefi cial interests) in the ordinary share capital, warrants and share 

options of the Company were:

   

  Ordinary shares of 1p each

  2007 2006

Terry Bond (note1) 13,925,000 13,925,000

Michael Kelly  (appointed 26 October 2006) 3,505,786 -

Dr Sandeep Gulati  (appointed 26 October 2006) 6,904,412 -

Dr Robert Dean  (appointed 26 October 2006) 940,683 -

George Rehm  (appointed 26 October 2006 note 2) 596,826 -

Dr John Broome  (resigned 6 September 2006) 12,500,000 12,500,000

Jim Slater  (resigned 26 October 2006 note 3) 27,500,000 26,485,000

Dr Richard Dixey  (resigned 26 October 2006) 4,900,000 4,900,000

Julian Viggars  (resigned 26 October 2006 note 4) 280,000 280,000

Note 1:

Terry Bond’s interests include interests in 1,800,000 Ordinary Shares  benefi cially 

owned by his wife and 625,000 Ordinary Shares benefi cially owned by Arbroath 

Investments Inc. in which Mr Bond has a non-benefi cial interest.

Note 2:

George Rehm’s interests are jointly owned with his wife.

Note 3:

Jim Slater’s interests include interests in 7,985,000 Ordinary Shares owned by 

the Gladerange Executive Pension Scheme in which he has a benefi cial interest; 

10,000,000 Ordinary Shares owned by Artemis Management Services Limited in which 

he has a benefi cial interest and a non benefi cial interest in 7,000,000 Ordinary Shares 

held by the Slater Foundation.

Note 4:

Julian Viggars interests include interests in 180,000 Ordinary Shares benefi cially owned 

by his wife.

After the year end;

Shah Talukder was appointed on 14 April 2007 and ceased to be a director on 20 July 

2007. Peter Reynolds was appointed on 13 July 2007

The directors’ interests in the share options and warrants of the Company as at 

31 March 2007 and 31 March 2006 were as follows:

Directors and their interests

 Options  Options Warrants Warrants

 31 March 31 March 31 March 31 March 

 2007 2006 2007 2006 

Terry Bond 6,000,000 - - -

Michael Kelly 6,869,306 - 596,827 -

Dr Sandeep Gulati 16,234,898 - - -

Dr Robert Dean 480,500 - - -

George Rehm 403,500 - 596,827 -

Dr John Broome - - - -

Jim Slater - - - -

Dr Richard Dixey - - 1,000,000 1,000,000

Julian Viggars - - - - 

 29,988,204 - 2,193,654 1,000,000 
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Excluding Directors whose shareholdings are set out above, the following have 

declared an interest of 3% or more in the Company’s issued ordinary share capital at 

31 March 2007. No other shareholder had declared an interest of 3% or more in the 

Company’s issued ordinary share capital at 18 September 2007.

 Ordinary Percentage

Name shares ordinary shares

Aeris Holdings AG 60,883,923        13.3%

        

None of the Directors is aware of any interest, apart from those listed above, which 

represents 3% or more of the issued share capital of the Company or which directly or 

indirectly, jointly or severally, exercises or could exercise control of the Company.

The market price of the Company’s shares at the end of the fi nancial year was 9.5p; 

the highest and lowest closing share prices during the year were 9.5p and 3.25p 

respectively.

Substantial shareholdings 
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EXECUTIVE

Terry Bond (aged 69) Executive Chairman

During the 1960s Terry Bond was Managing Director of a public relations consultancy. 

Throughout the 1970s he was Sir Chay Blyth’s business partner and Managing 

Director of Chay Blyth Supersail. In 1980 Terry was appointed Managing Director of 

International Property Marketing Limited (‘IPM’) and in 1987 he was appointed Sales 

and Marketing Director for Wimpey Leisure. During the 1990s he was a director of 

ProShare (UK) Ltd, responsible for building up the British investment club movement 

to 12,000 clubs. Terry is also a director of Sector Investment Managers, which is 

investment adviser to Junior Oils Unit Trust. Junior Oils Trust is an authorised and 

quoted unit trust specialising in investing in quoted oil and gas exploration and 

production companies.

Dr Robert Dean (aged 64) Chief Executive Offi cer

Until September 2007 Robert W Dean was a Senior Vice President, Corporate Market 

Development, with Science Applications International Corporation (SAIC). Previously 

he has held senior executive positions in the aerospace industry at Boeing, Lockheed 

Martin, and Ball Aerospace Corporation. Bob also served in senior executive positions 

in the US Government at the Central Intelligence Agency, the State Department, and 

at the White House as Special Assistant to the President during Ronald Reagan’s 

presidency. He is a graduate of Brandeis University, Harvard University, and received 

his Ph.D. from the University of Denver. 

Dr. Sandeep Gulati (aged 42) Chief Technical Offi cer

Dr. Sandeep Gulati is a co-founder, Chief Technical Offi cer and VP, Product 

Development for ViaLogy LLC. Previously, he headed the Ultracomputing Technologies 

Group at NASA’s Jet Propulsion Lab in Pasadena, CA. During his 12 year tenure at JPL, 

he led computational advances in spacecraft autonomy, autonomous diagnostics and 

prognostics of complex systems, sensor fusion, neural networks, signal processing, 

command decision modelling and intelligence analysis. At JPL he was a Principal 

Scientist on a number of programs of national relevance such as the Department of 

Defence’s Joint Strike Fighter, NASA’s Reusable Launch Vehicle, the oil industry’s 

DEEPLOOK Consortium, predictive intelligence capability for Army’s All-Source 

Analysis System, and subsurface imaging for cleanup of formerly used contaminated 

defence sites. He collaborated on strategic programs with Lockheed Martin, Boeing, 

Northrop Grumman, McDonnell Douglas, Rockwell, Pratt & Whitney, and NASA Center.

Biographies of Directors



13ViaLogy PLC (Formerly Original Investments PLC)

NON-EXECUTIVE

George Rehm (aged 58)

George Rehm is a Managing Partner of First Ventury Capital. He has been a practicing 

lawyer for over 30 years, and has experience in international licensing, technology 

transfer, investment and privatization transactions, involving the US, Europe and Asia. 

He has completed over thirty international technology transfer transactions, including 

deals for Nutrasweet, Applied Materials, Mc Donnell-Douglas, Monsanto, Spectra 

Physics, Dow Corning, Mitsubishi Heavy Metals, and Daewoo Electronics. 

For eight years Mr Rehm was partner in an international law practice focusing on 

privatisation and investment transactions in Eastern Germany, the Czech Republic 

and the former USSR. He also served as counsel on foreign trade and European 

Investment to major US electronics industry associations and as an advisor to US 

presidential candidates on international trade and investment policy.

Peter Reynolds (aged 69)

Peter Reynolds is an international businessman and investor based in London. He has 

been involved in directing the growth of several private and publicly-quoted businesses 

and specialises in assisting research and development companies to maximise their 

commercial potential. Mr. Reynolds is on the boards of a number of AIM companies 

including Silence Therapeutics PLC, the biotechnology company that has developed 

novel, proprietary short interfering RNA molecules that can selectively ‘silence’ genes 

linked to the onset of disease.

Michael Kelly (aged 62) 

Michael Kelly has worked for over 30 years in a senior capacity in international fi nance 

(banking, corporate fi nance, privatisation, and venture capital) in the US, Europe, and 

Asia. He has founded and restructured companies in Europe and the USA. Mr. Kelly 

was responsible for investment banking activities for the Bank of America, managed 

a US branch of Commerzbank and a German branch of Deutsche Bank in Germany, 

and was CEO of American Express Bank in Germany. He was also a privatisation 

consultant for KPMG in Estonia and served as a consultant in investment banking to 

the Asian Development Bank in Beijing, China. From January 2000 until becoming CEO 

of ViaLogy Mr. Kelly was a Managing Partner of First Ventury. Mr. Kelly has lectured 

extensively on corporate fi nance, privatisation and venture capital to graduate students 

in the US, Europe, and China. Mr. Kelly earned Bachelor of Arts and Masters in 

Business Administration degrees from the University of Southern California. 
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The directors are responsible for keeping proper accounting records which disclose 

with reasonable accuracy at any time the fi nancial position of the Group, for 

safeguarding the assets of the Company, for taking reasonable steps for the prevention 

and detection of fraud and other irregularities and for the preparation of a Directors’ 

Report which comply with the requirements of the Companies Act 1985.

The directors are required to prepare the annual report and the fi nancial statements 

in accordance with the Companies Act 1985. The directors have chosen to prepare 

fi nancial statements for the Group in accordance with International Financial Reporting 

Standards as adopted by the European Union (IFRSs). The directors have chosen 

to prepare fi nancial statements for the Company in accordance with UK Generally 

Accepted Accounting Practice.

Group fi nancial statements

International Accounting Standard 1 requires that fi nancial statements present fairly for 

each fi nancial year the Group’s fi nancial position, fi nancial performance and cash fl ows. 

This requires the faithful representation of the effects of transactions, other events 

and conditions in accordance with the defi nitions and recognition criteria for assets, 

liabilities, income and expenses set out in the International Accounting Standards 

Board’s ‘Framework for the preparation and presentation of fi nancial statements’. In 

virtually all circumstances, a fair presentation will be achieved by compliance with all 

applicable IFRSs. A fair presentation also requires the Directors to:

consistently select and apply appropriate accounting policies; 

present information, including accounting policies, in a manner that provides relevant, 

 reliable, comparable and understandable information; and 

provide additional disclosures when compliance with the specifi c requirements in 

 IFRSs is insuffi cient to enable users to understand the impact of particular 

 transactions, other events and conditions on the entity’s fi nancial position and 

 fi nancial performance.

Parent Company fi nancial statements

Company law requires the directors to prepare fi nancial statements for each fi nancial 

year which give a true and fair view of the state of affairs of the Company and of the 

profi t or loss of the Company for that period. In preparing these fi nancial statements, 

the directors are required to:

select suitable accounting policies and then apply them consistently;

prepare the fi nancial statements on the going concern basis unless it is inappropriate 

 to presume that the Company will continue in business. 

make judgements and estimates that are reasonable and prudent; and 

state whether applicable accounting standards have been followed, subject to any 

 material departures disclosed and explained in the fi nancial statements.

Financial statements are published on the Group’s website in accordance with 

legislation in the United Kingdom governing the preparation and dissemination of 

fi nancial statements, which may vary from legislation in other jurisdictions. The 

maintenance and integrity of the Group’s website is the responsibility of the directors. 

The directors’ responsibility also extends to the ongoing integrity of the fi nancial 

statements contained therein. 
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Auditors

All of the current Directors have taken all the steps necessary to make themselves 

aware of any information needed by the Company’s auditors for the purposes of their 

audit and to establish that the auditors are aware of that information. The directors are 

not aware of any relevant audit information of which the auditors are unaware.

BDO Stoy Hayward LLP have expressed their willingness to continue in offi ce and a 

resolution to re-appoint them will be proposed at the annual general meeting.

On behalf of the Board

Terry Bond

Chairman

28 September 2007
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We have audited the Group and parent Company fi nancial statements (the “fi nancial 

statements’’) of Vialogy Plc for the year ended 31 March 2007 which comprise the 

Consolidated Income Statement, the Consolidated and Parent Company Balance 

Sheets, the Consolidated Cash Flow Statement, the Consolidated Statement of 

Changes in Shareholders’ Equity and the related notes. These fi nancial statements 

have been prepared under the accounting policies set out therein. 

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the Annual Report and the fi nancial 

statements in accordance with applicable law and International Financial Reporting 

Standards (IFRSs) as adopted by the European Union, and for preparing the parent 

Company fi nancial statements in accordance with applicable law and United Kingdom 

Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are 

set out in the Statement of Directors’ Responsibilities. 

Our responsibility is to audit the fi nancial statements in accordance with relevant legal 

and regulatory requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the fi nancial statements give a true and fair 

view and whether the fi nancial statements have been properly prepared in accordance 

with the Companies Act 1985. Additionally, we report to you whether the information 

given in the Directors’ Report is consistent with those fi nancial statements. We also 

report to you if, in our opinion, 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 specifi ed by law regarding directors’ remuneration and other transactions 

is not disclosed.

We read other information contained in the Directors’ Report and consider whether it 

is consistent with the audited fi nancial statements. The other information comprises 

only the Directors’ report; the Chairman’s statement and the Progress and Products 

report. We consider the implications for our report if we become aware of any 

apparent misstatements or material inconsistencies with the fi nancial statements. Our 

responsibilities do not extend to any other information.

Our report has been prepared pursuant to the requirements of the Companies Act 

1985 and for no other purpose. No person is entitled to rely on this report unless such 

a person is a person entitled to rely upon this report by virtue of and for the purpose of 

the Companies Act 1985 or has been expressly authorised to do so by our prior written 

consent. Save as above, we do not accept responsibility for this report to any other 

person or for any other purpose and we hereby expressly disclaim any and all such 

liability.

Independent Auditors’ report to the shareholders of ViaLogy PLC
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Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK 

and Ireland) issued by the Auditing Practices Board. An audit includes examination, 

on a test basis, of evidence relevant to the amounts and disclosures in the fi nancial 

statements. It also includes an assessment of the signifi cant estimates and judgments 

made by the directors in the preparation of the fi nancial statements, and of whether 

the accounting policies are appropriate to the Group’s and Company’s circumstances, 

consistently applied and adequately disclosed.

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 suffi cient 

evidence to give reasonable assurance that the fi nancial 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 fi nancial statements.

Opinion

In our opinion:

the Group fi nancial statements give a true and fair view, in accordance with IFRSs 

 as adopted by the European Union, of the state of the Group’s affairs as at 31 March 

 2007 and of its loss for the year then ended;

the parent Company fi nancial statements give a true and fair view, in accordance 

 with United Kingdom Generally Accepted Accounting Practice, of the state of the 

 parent Company’s affairs as at 31 March 2007;

the fi nancial statements have been properly prepared in accordance with the 

 Companies Act 1985; and

the information given in the Directors’ Report is consistent with the fi nancial

 statements.

BDO STOY HAYWARD LLP

Chartered Accountants and Registered Auditors

London

28 September 2007



Notes 2007 2006

£ £

Revenue 273,478 6,852

Cost of sales 8,410 –

Gross profit 265,068 6,852

Administrative expenses 1,848,450 264,511

Loss from Operations (1,583,382) (257,659)

Share of losses of associate (526,481) (605,757)

Finance costs (353) –

Finance income 106,373 186,214

Loss for the year before taxation 4 (2,003,843) (677,202)

Taxation 8 171,524 –

Loss for the year attributable to equity 

holders of the parent (1,832,319) (677,202)

£ £

Loss per share

Basic and diluted 9 (0.523)p (0.220)p

The notes on pages 22 to 42 form part of these financial statements.
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Changes in equity for 2006

Share Share Foreign

Share premium scheme Warrant exchange Retained

capital account reserve reserve reserve earnings Total

£ £ £ £ £ £ £

At 1 April 2005 2,882,222 7,601,513 87,500 66,240 – (4,546,896) 6,090,579

Transfer on lapse of

share options and

warrants – – (87,500) (66,240) – 116,240 (37,500)

Loss for year – – – – – (677,202) (677,202)

Total income and

expense recognised

for the year – – (87,500) (66,240) – (560,962) (714,202)

Arising on issue

of shares 230,000 37,500 – – – – 267,500

Balance at 31 March 2006 3,112,222 7,639,013 – – – (5,107,858) 5,643,377

Changes in equity for 2007

Share Share Foreign

Share premium scheme Warrant exchange Retained

capital account reserve reserve reserve earnings Total

£ £ £ £ £ £ £

At 1 April 2006 3,112,222 7,639,013 – – – (5,107,858) 5,643,377

Reversal of previously

equity accounted losses – – – – – 2,467,890 2,467,890

Loss for year – – – – – (1,832,319) (1,832,319)

Exchange differences

arising on translation

of foreign operations – – – – 20,075 – 20,075

Share options expense – – – – – 126,970 126,970

Total income and

expense recognised 

for the year – – – – 20,075 762,541 782,616

Arising on issue of

shares 919,033 3,331,495 – – – – 4,250,528

Balance at 31 March 2007 4,031,255 10,970,508 – – 20,075 (4,345,317) 10,676,521
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Notes 2007 2006

£ £

Assets

Non current assets

Property, plant and equipment 10 51,730 2,866

Intangible Assets 11 11,649,759 –

Financial Assets 12 200,000 200,000

Investments-associated companies 13 – 2,640,876

11,901,489 2,843,742

Current assets

Inventories 15 1,965 –

Trade and other receivables 16 43,332 22,523

Cash and cash equivalents 1,197,855 2,813,558

1,243,152 2,836,081

Total Assets 13,144,641 5,679,823

Liabilities

Current liabilities

Trade and other payables 17 169,695 36,446

Non–current liabilities

Deferred tax liability 18 2,298,425 –

Total liabilities 2,468,120 36,446

Capital and reserves attributable to

equity holders of the company.

Share capital 20 4,031,255 3,112,222

Share premium account 21 10,970,508 7,639,013

Foreign Exchange translation reserve 21 20,075 –

Retained Earnings 21 (4,345,317) (5,107,858)

Shareholders’ funds 21 10,676,521 5,643,377

Total equity and liabilities 13,144,641 5,679,823

The financial statements on pages 18 to 48 were approved by the Board of Directors

on 28 September and were signed on its behalf by :

Terry Bond

Chairman

The notes on pages 22 to 42 form part of these financial statements.
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Consolidated cash flow statement for the year ended 31 March 2007

2007 2006

£ £

Operating Activities

Loss before tax (2,003,843) (677,202)

Adjustments for:-

Share of associate 526,481 605,757

Finance income (106,373) (186,214)

Finance cost 353 –

Depreciation 17,492 716

Amortisation 869,385 –

Share option expense 126,970 –

Foreign exchange movements 26,426 (47,252)

Operating Activities before changes 

in working capital (543,109) (304,195)

Reduction in trade and other receivables 1,023 2,686

Increase in inventories (1,965) –

Reduction in trade and other payables (91,975) (1,513)

Interest received 106,373 186,214

Interest paid (353) –

Cash generated from operations (530,006) (116,808)

Investing activities

Acquisition of subsidiary, net of cash acquired (685,174) –

Acquisition of intangible asset (350,286) –

Acquisition of tangible fixed assets (50,237) –

Increase in loans to Investee companies – (476,118)

(1,615,703) (592,926)

Financing Activities

Cash inflow from exercise of warrants – 230,000

Decrease in cash and cash equivalents (1,615,703) (362,926)

Cash and cash equivalents at beginning of year 2,813,558 3,176,484

Cash and cash equivalents at end of year 1,197,855 2,813,558



1 Accounting policies

Basis of preparation

These financial statements have been prepared in accordance with International

Financial Reporting Standards (IFRS and IFRIC interpretations) issued by the

International Accounting Standards Board (IASB) as adopted by the European Union

(“IFRS’s”) and those parts of the Companies Act 1985 applicable to companies

preparing their accounts under IFRS. This is the first time the Group has prepared its

financial statements in accordance with IFRSs having previously prepared its financial

statements in accordance with UK accounting standards. Details of how the transition

from accounting standards to IFRSs has affected the Group’s reported financial

position, financial performance and cash flows are given in note 2.

The following principal accounting policies have been applied consistently in dealing

with items which are considered material in relation to the financial information:

Revenue

Revenue relates to income derived from software development. Income is recognised

when the products are delivered to the customers.

Basis of Consolidation

Where the Company has the power, either directly or indirectly, to govern the financial

and operating policies of another entity or business so as to obtain benefits from it’s

activities, it is classified as a subsidiary. The consolidated financial statements present

the results of the company and it’s subsidiaries (“the Group) as if they form a single

entity. Intercompany transactions and balances between Group companies are

therefore eliminated in full.

Business Combinations

The consolidated financial statements incorporate the results of business

combinations using the purchase method. In the consolidated balance sheet, the

acquiree’s identifiable assets and liabilities and contingent liabilities are initially

recognised a their fair values at the acquisition date. The results of the acquired

operations are included in the consolidated income statement from the date on which

control is obtained. The acquirer has been identified as that entity giving up equity

instruments and cash for control of the acquiree

Critical accounting estimates and judgments

The preparation of consolidated financial statements under IFRS requires the Group to

make estimates and judgments that effect the application of policies and reported

amounts. In applying these policies the directors are required to make estimates and

subjective judgements that may affect the reported amounts of assets and liabilities at

the balance sheet date and reported profit for the year. Although the directors base

these on combination of past experience and any other evidence that is relevant to

the particular circumstance, the actual results could ultimately differ from those

estimates.
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Included in the note are accounting policies which cover areas that the Directors

consider require estimates and assumptions which have a significant risk of causing a

material adjustment to the carrying amount of assets and liabilities within the next

financial year. These policies together with references to the related notes to the

financial statements can be found below:

Taxation Note 8

Intangible assets and amortisation Note 11

Financial assets Note 12

Share based payments Note 22.

Associates

Where the Group has the power to participate in (but not control) the financial and

operating policy decisions of another entity, it is classified as an associate. Associates

are initially recognised in the consolidated balance sheet at cost. The Group’s share of

post acquisition profits and losses is recognised in the consolidated income

statement, except that losses in excess of the Group’s investment in the associate are

not recognised unless there is an obligation to make good those losses.

Profits and losses arising on transactions between the Group and it’s associates are

recognised only to the extent of unrelated investors interests in the associate. The

investor’s share in the associated profits and losses resulting from these transactions

is eliminated against the carrying value of the associate.

Any premium paid for an associate above the fair value of the Group’s share of the

identifiable assets, and liabilities and contingent liabilities acquired is capitalised and

included in the carrying amount of the associate and subject to impairment in the

same way as goodwill arising on a business combination described above,

Impairment of tangible and intangible assets

Long–lived assets and identifiable intangibles are reviewed for impairment at the

balance sheet date in addition to whenever events or changes in circumstances

indicate that the carrying amount may not be recoverable. If the expected discounted

future cash flow from the use of the assets and their eventual disposition is less than

the carrying amount of the assets, an impairment loss is recognised and measured

using the asset’s fair value or discounted cash flows.

Externally acquired intangible assets

Externally acquired intangible assets are initially recognised at cost and subsequently

amortised on a straight–line basis over their useful economic lives. The amortisation

expense is included within the administrative expenses line in the income statement.

Intangible assets are recognised on business combinations if they are separable from

the acquired entity or give rise to other contractual/legal rights. The amounts arrived at

by using appropriate valuation techniques.

In–process research and development programmes acquired in such combinations are

recognised as an asset even if subsequent expenditure is written off because the

criteria specified in the policy for research and development costs above are not met.
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The significant intangible recognised by the Group their useful economic lives and the

methods used to determine the cost of intangibles are as follows:

Intangible assets Useful economic life Valuation method

Intellectual Property 6 years Estimated royalty stream

from licensed rights.

Internally generated intangible assets (research and development costs)

Expenditure on internally developed products is capitalised if it can be demonstrated

that:

� it is technically feasible to develop the product to be sold;

� adequate resources are available to complete the development;

� there is an intention to complete and sell the product;

� the Group is able to sell the product

� sale of the product will generate future economic benefits; and

� expenditure on the project can be measured reliably

Capitalised development costs are amortised over the periods the Group expects to

benefit from selling the products developed. The amortisation expense is included

within administrative expenses in the income statement.

Development expenditure not satisfying the above criteria and expenditure on the

research phase of internal projects are recognised in the income statement as

incurred.

Intangible assets Useful economic life Valuation method

Research and 6 years Estimated royalty stream

Development from licensed rights.

Property, plant and equipment

Items of property, plant and equipment are initially recognised at cost.

Depreciation is provided on all items of property, plant and equipment to write off the

carrying value of items over their expected useful lives. Depreciation is applied at the

following rates:

Office equipment 20% per annum reducing balance

Computer equipment 33.3% per annum reducing balance basis 

Inventories

Inventories are initially recognised at cost, and subsequently at the lower of cost and

net realisable value. Cost comprises all costs of purchase and other costs incurred in

bringing the inventories to their present location and condition.

Share-based payments

The accounting policy for share based payments is as follows:

Where share options are awarded to employees, the fair value of the options at the

date of grant is charged to the income statement over the vesting period. Non-market

vesting conditions are taken into account by adjusting the number of equity

instruments expected to vest at each balance sheet date so that, ultimately, the

cumulative amount recognised over the vesting period is based on the number of

options that eventually vest. Market vesting conditions are factored into the fair value
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of the options granted. As long as all other vesting conditions are satisfied, a charge is

made irrespective of whether the market vesting conditions are satisfied. The

cumulative expense is not adjusted for failure to achieve a market vesting condition.

Where the terms and conditions of options are modified before they vest, the increase

in the fair value of the options, measured immediately before and after the

modification, is also charged to the income statement over the remaining vesting

period.

Where equity instruments are granted to persons other than employees, the income

statement is charged with the fair value of goods and services received.

Leased assets

Where substantially all of the risks and rewards incidental to ownership of a leased

asset have been transferred to the Group (a “finance lease”), the asset is treated as if

it had been purchased outright. The amount initially recognised as an asset is the

present value of the minimum lease payments payable over the term of the lease. The

corresponding lease commitment is shown as a liability. Lease payments are analysed

between capital and interest. The interest element is charged to the income

statement over the period of the lease and is calculated so that it represents a

constant proportion of the lease liability. The capital element reduces the balance

owed to the lessor.

Where substantially all of the risks and rewards incidental to ownership are retained

by the lessor (an “operating lease”), the total rentals payable under the lease are

charged to the Group on a straight-line basis over the lease term.

Tax

The major components of income tax on the profit or loss from ordinary activities

include current and deferred tax.

Current tax is based on the profit or loss from ordinary activities adjusted for items

that are non-assessable or disallowed and is calculated using tax rates that have been

enacted or substantively enacted by the balance sheet date.

Income tax is charged or credited to the income statement, except when the tax

relates to items credited or charged directly to equity, in which case the tax is also

dealt with in equity.

Deferred taxation

Deferred tax assets and liabilities are recognised where the carrying amount of an

asset or liability in the balance sheet differs to it’s tax base, except for differences

arising on:

� the initial recognition of goodwill;

� goodwill for which amortisation is not tax deductible;

� the initial recognition of an asset or liability which is not a business combination

and at the time of the transaction affects neither accounting or taxable profit; and

� investments in subsidiaries and jointly controlled entities where the group is able

to control the timing of the reversal of the difference and it is probable that the

difference will not reverse in the foreseeable future.

Recognition of deferred tax assets is restricted to those instances where it is probable

that the taxable profit will be available against which the differences can be utilised.
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The amount of the asset of liability is determined using tax rates that have been

enacted or substantially enacted by the balance sheet date and are expected to apply

when the deferred tax liabilities/(assets) are settled/(recovered). Deferred tax balances

are not discounted.

Foreign currency

Transactions entered into by Group entities in a currency other than the reporting

currency are recorded at the rates ruling when the transaction occur. Foreign currency

monetary assets and liabilities are translated at the rates ruling at the balance sheet

date. Exchange differences arising on the re-translation of the unsettled monetary

assets and liabilities are similarly recognised in the income statement.

On consolidation, the results of overseas operations are translated into sterling at

rates approximating to those ruling when the transactions took place. All assets and

liabilities of overseas operations, are translated at the rate ruling at the balance sheet

date.

Financial Assets

The Group classifies its financial assets into one of the following categories,

depending on the purpose for which the asset was acquired. The Group accounting

policy for each category is as follows:

Loans and receivables: These assets are non-derivative financial assets with fixed or

determinable payments that are not quoted in an active market. They arise principally

through the provision of goods and services to customers (trade debtors), but also

incorporates other types of contractual monetary asset. They are carried at cost less

any provision for impairment.

Available-for-sale: These comprise of the Group’s strategic investments in entities

not qualifying as subsidiaries, associates or jointly controlled entities. They are carried

at fair value with changes in fair value recognised directly in equity. Where a decline in

the fair value of an available-for-sale financial asset constitutes objective evidence of

impairment, the amount of the loss is removed from equity and recognised in the

income statement.

Changes in accounting policies

The following new standards and interpretations, which have been issued by the IASB

and the IFRIC, are effective for future periods and have not been adopted early in

these financial statements. A description of these standards together with (where

applicable) an indication of the effect of adopting them, is set out below.

Standards and interpretations that may effect the Group’s reported results or financial
position

IFRIC 10 Interim Financial Reporting and Impairment was issued in July 2006 and is

effective for periods beginning on or after 1 November 2006. IFRIC 10 prohibits

impairment losses recognised in Interim Reports from being reversed in the next

annual financial statements. However, it is not possible to quantify the financial affects

of adopting this IFRIC in advance.

Standards and interpretations that are not expected to affect the Group’s reported
results or financial position

IFRS7 Financial Instruments: Disclosures and Amendment to IAS 1: Capital

Disclosures were issued in August 2005 and are effective for annual periods beginning

on or after 11 January 2007. They revise and enhance previous disclosures required by
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IAS32 Financial Instruments: Disclosure and Presentation and IAS30 Disclosures in

Financial Statements of Banks and similar Financial Institutions. Their adoption will not

affect the results or the net assets of the Group.

IFRS8 Operating Segments was issued in November 2006 and is effective for annual

periods beginning on or after 1 January 2009. It requires reportable operating

segments to be based on the entity’s own internal reporting structure. It also extends

the scope and disclosure requirements of IAS14 Segmental Reporting. The adoption

of IFRS8 will not affect the results or the net assets of the Group.

2 First time adoption of International Financial Reporting Standards

The investment in ViaLogy Corp. has been treated as an associate under IFRS

whereby the premium paid on acquisition is capitalised and then the Group’s share of

losses is recognised in the income statement. Previously , under UKGAAP this was

treated as a trade investment.

The investment in The Acrobot Company Limited has been reclassified from

investments to financial assets under IFRS. 

The adjustments to prior years are as follows:

Consolidated balance sheet reconciliation at 1 April 2005

UK GAAP IFRS IFRS

adjustment

Non-current assets

Property, plant and equipment 3,809 – 3,809

Financial assets – 200,000 200,000

Investments 3,535,056 (1,535,651) 1,999,405

3,538,865 (1,335,651) 2,203,214

Current assets

Trade and other receivables 749,066 – 749,066

Cash and cash equivalents 3,176,484 – 3,176,484

3,925,550 – 3,925,550

Total assets 7,464,415 (1,335,651) 6,128,764

Current liabilities

Trade and other payables 38,185 – 38,185

Capital and reserves attributable to equity holders of the parent

Share Capital 2,882,222 – 2,882,222

Share premium account 7,601,513 – 7,601,513

Share scheme warrant reserve 87,500 – 87,500

Warrant reserve 66,240 – 66,240

Retained earnings (3,211,245) (1,335,651) (4,546,896)

7,426,230 (1,335,651) 6,090,579

Total equity and liabilities 7,464,415 (1,335,651) 6,128,764
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Consolidated income statement as at 31 March 2006

UK GAAP IFRS IFRS

adjustment

Revenue 6,852 – 6,852

Gross Profit 6,852 – 6,852

Administrative expenses (264,511) – (264,511)

Loss from operations (257,659) – (257,659)

Share of losses of associate – (605,757) (605,757)

Finance income 186,214 – 186,214

Loss before tax (71,445) (605,757) (677,202)

Consolidated balance sheet reconciliation at 31 March 2006

UK GAAP IFRS IFRS

adjustment

Non-current assets

Property, plant and equipment 2,866 – 2,866

Financial assets – 200,000 200,000

Investments 4,782,284 (2,141,408) 2,640,876

4,785,150 (1,941,408) 2,843,742

Current assets

Trade and other receivables 22,523 – 22,523

Cash and cash equivalents 2,813,558 – 2,813,558

2,836,081 – 2,836,081

Total assets 7,621,231 (1,941,408) 5,679,823

Current liabilities

Trade and other payables 36,446 – 36,446

Capital and reserves attributable to equity holders of the parent

Share Capital 3,112,222 – 3,112,222

Share premium account 7,639,013 – 7,639,013

Retained earnings (3,166,450) (1,941,408) (5,107,858)

7,584,785 (1,941,408) 5,643,377

Total equity and liabilities 7,621,231 (1,941,408) 5,679,823

The investment in Acrobot has been classified as an available for sale financial asset

under IFRS. No change in fair value has been identified.
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3 Segmental analysis

The Group’s primary and secondary formats for reporting segment information are

shown below. The primary operations segment is based in the USA, the head office

primary segment is based in the UK. The differing geographical locations being the

secondary segment overlap completely with the differing nature of the business

segments.

2007 Business Segments Operations Head Office Consolidated

£ £ £

Revenue 269,804 3,674 273,478

Operating Profit 261,394 3,674 265,068

Net Finance Income 1,733 104,640 106,373

Net loss for the year 561,391 1,270,928 1,832,319

Segment assets 2,824,115 10,320,526 13,144,641

Segment liabilities 2,393,527 74,593 2,468,120

Costs to acquire plant property 

and equipment 48,732 1,543 50,237

Costs to acquire intangible assets 350,286 213,836 564,123

Depreciation and amortisation 550,926 318,459 869,385

Share based payments charged – 126,970 126,970

All sales were to external customers.

2006 Business Segments Operations Head Office Consolidated

£ £ £

Revenue – 6,852 6,852

Operating Loss – (257,659) (257,659)

Net Finance Income – 186,214 186,214

Net loss for the year – (677,202) (677,202)

Segment assets – 7,621,231 7,621,231

Segment liabilities – (36,446) (36,446)

Costs to acquire plant property and equipment – – –

Costs to acquire intangible assets – – –

Depreciation and amortisation – 716 716

Share based payments charged – – –

All sales were to external customers.

The operations business segment was acquired by way of acquisition on 26 October

2006 thus there are no comparatives for year ended 31 March 2006.
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4 Loss for the year before taxation

2007 2006

£ £

This is arrived at after charging:

Staff Costs (see note 5) 552,633 148,122

Share option expense 126,970 –

Depreciation of property, plant and equipment 17,492 716

Share of associate loss 526,481 605,757

Amortisation of intangible fixed assets 869,385 –

Foreign exchange differences 26,426 (47,325)

Audit of financial statements of the Group 31,000 11,500

Other taxation services 5,000 2,000

Included in the costs of acquisition of ViaLogy LLC, are £62,000 of fees relating to

transaction advisory services paid to the Group auditors.

5 Company profit and loss account

ViaLogy PLC has taken advantage of section 230(3) of the Companies Act 1985 and

has not included its own profit and loss account in these accounts. The Company’s

loss after tax was £220,138 (2006 – £71,445).

6 Staff Costs

The average number of employees during the year, including executive directors were:

2007 2006

Number Number

Research and development 12 –

Sales and marketing 2 –

Administration 7 6

21 6

Staff costs (including directors) comprise:

2007 2006

£ £

Wages and salaries 369,329 120,000

Share based payment expense 126,970 –

Employers national insurance contributions and 

similar taxes 56,334 28,122

552,633 148,122

Staff costs of £350,286 have been capitalised as research and development during the

year and therefore have not been included in staff costs.



7 Directors

2007 2006

£ £

Directors emoluments 235,641 100,000

Gains on exercise of warrants – 90,000

Share options 111,194 –

Total emoluments 346,835 190,000

The highest paid director during the year received £92,133 (2006 £85,000)

8 Taxation on profits from ordinary activities

2007 2006

£ £

Current tax credit

UK corporation tax and income tax of overseas 

operations on profits for the year – –

Adjustments for under/(over) provision in prior periods – –

Deferred tax credit

Release of provision (171,524) –

Total tax credit (171,524) –

The reason for the difference between the actual tax credit for the year and the

standard rate of corporation tax in the UK applied to profits for the year are as follows:

2007 2006

£ £

Loss before tax 2,003,843 71,455

Expected tax charge based on the standard rate of 

corporation tax in the UK of 30% (2006 – 30%) (601,153) (21,434)

Expenses not deductible for tax purposes 245,632 2,058

Capital allowances for year in deficit/(excess) of 

depreciation (74) 214

Exercise of share options – (40,499)

Increase in losses carried forward 355,592 59,661

Deferred tax release (171,524) –

Total tax credit for the year (171,524) –

The Group is required to estimate the income tax in each of the jurisdictions in which

it operates. This requires an estimation of the current tax liability together with an

assessment of the temporary differences which arise as a consequence of different

accounting and tax treatments. These temporary differences result in deferred tax

assets or liabilities which are included within the balance sheet. Deferred tax assets

and liabilities are measured using substantially enacted tax rates expected to apply

when the temporary differences reverse. Management judgement is required to

determine the total provision for income tax. Amounts accrued are based on

management’s interpretation of country specific tax law and the likelihood of

settlement.
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Factors that may affect future tax charges

Deferred tax assets relating to UK revenue losses and UK capital losses of £1,437,500

and £1,934,399 respectively (2006 - £1,150,000 and £1,934,000) have not been

recognised as these losses can only be offset against future taxable profits and at

present there is insufficient evidence to justify recognition. 

Deferred tax assets relating to US revenue losses of £364,854 have not been

recognised as these losses can only be offset against future taxable profits and at

present there is insufficient evidence to justify recognition. In addition the US

subsidiary may be entitled to further losses of $6m, which are subject to an annual

limitation.

9 Loss per share

Basic

The calculation of earnings per share is based on the loss for the year of £1,832,319

(2006 – loss £677,202) and on 350,501,448 (2006 – 307,315,374 ) ordinary shares,

being the weighted average number of ordinary shares in issue during the year.

Diluted

Diluted earnings per share dilute the basic earnings per share to take into account

share options and warrants. The calculation includes the weighted average number of

ordinary shares that would have been issued on the conversion of all the dilutive share

operations and warrants into ordinary shares. 35,553,804 options and 3,693,654

warrants have been excluded from this calculation as this would reduce the loss per

share.

10 Property, plant and equipment

2007 Office Computer

equipment Furniture equipment Total

£ £ £ £

Cost

At 1 April 2006 6,349 – – 6,349

Acquired on business 

combinations 2,795 1,817 11,507 16,119

Additions – 4,670 45,567 50,237

At 31 March 2007 9,144 6,487 57,074 72,705

Depreciation

At 1 April 2006 3,483 – – 3,483

Charge for the year 406 547 16,539 17,492

At 31 March 2007 3,889 547 16,539 20,975

Net book value

At 31 March 2007 5,255 5,940 40,535 51,730

At 31 March 2006 2,866 – – 2,866
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10 Property, plant and equipment (continued)

2006

Office

equipment

and Total

£

Cost

At 1 April 2005 6,576

Disposals 227

At 31 March 2006 6,349

Depreciation

At 1 April 2005 2,767

Charge for the year 716

At 31 March 2006 3,483

Net book value

At 31 March 2006 2,866

At 31 March 2005 3,809

11 Intangible assets

Intellectual Research and

property development Total

£ £ £

At 31 March 2006

Cost – – –

Additions – – –

Accumulated amortisation – – –

Net book value – – –

At 31 March 2007

Cost

Additions

– Through business combinations 12,168,858 – 12,168,858

– Internally developed – 350,286 350,286

12,168,858 350,286 12,519,144

Accumulated amortisation 845,059 24,326 869,385

Net book value 11,323,799 325,960 11,649,759

In accordance with IAS 36, the Group regularly monitors the carrying value of its

intangible assets.
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12 Financial Assets 

2007 2006

£ £

Available–for–sale investments

– unquoted 200,000 200,000

One of the Group’s investments is a 22.5% interest in The Acrobot Company Limited.

This company is not accounted for on an equity basis as the Group does not have

representation on the board and hence does not have the power to participate in the

company’s operating and financial policies, as a result the Group does not have

significant influence.

The principal undertakings in which the Company has an interest at the year end are

as follows:

Participating interest: Class of share Percentage of

capital held share capital

held

%

The Acrobot Company Limited, 

incorporated in England Ordinary 22.5%

The Company also holds 1,250,000 warrants in Albany Capital Plc exercisable at 2.5p

each, at any time from 1 January 2007 to 31 December 2010. The fair value of the

Albany Capital Plc warrants has been estimated using the Black-Scholes model and is

deemed insignificant.

13 Investments in associates

The following entities meet the definition of an associate and have been equity

accounted in the financial statements:

Name Country of Proportion of voting rights 

incorporation held at 31 March 

2007 2006

ViaLogy Corp USA – 43.76%

Aggregate amounts relating to associates are as follows:

2007 2006

£ £

Total assets – 477,246

Total liabilities – (2,936,745)

Revenues – 32,848

Profit/(loss) – (1,459,354)

Unrecognised share of losses

– arising during the year – (856,365)

– in aggregate – (3,949,269)
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On 26 October 2006, the remaining share capital of ViaLogy Corp was acquired,

resulting in the trade and assets being consolidated in these accounts and therefore

no longer included within associates.

Figures included for ViaLogy corp have been derived from financial statements whose

year end is 31 December.

14 Subsidiaries

The principal subsidiaries of ViaLogy Plc, all of which have been included in these

consolidated financial statements, are as follows:

Proportion of

ownership

interest and

Name Country of Country of share capital

incorporation Operation held

ViaLogy LLC USA USA 100%

15 Inventories 

2007 2006

£ £

Finished goods and goods for resale 1,965 –

16 Trade and other receivables

2007 2006

£ £

Trade debtors 12,550 4,511

Other debtors 7,404 –

Prepayments and accrued income 23,378 18,012

43,332 22,523

17 Trade and other payables – current

2007 2006

£ £

Accounts payable 76,305 1,878

Accruals and deferred income 93,390 34,568

169,695 36,446
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18 Deferred Tax

Deferred tax is calculated in full on temporary differences under the liability method

using a tax rate of 35% 

The movement on the deferred tax account is as shown below:

2007 2006

£ £

At 1 April 2006

Arising on business combinations (note 25) 2,469,949 –

Release for the year (171,524) –

At 31 March 2007 2,298,425 –

19 Financial assets and liabilities

During the period, the Group’s financial instruments comprised cash and items such

as trade debtors and creditors that arise directly from operations.

The Group does not trade in financial instruments.

The Group holds financial instruments for current operations. The principal financial

risks faced by the Group are interest rate risk, credit risk and liquidity risk. The Board

reviews and agrees policies for managing its financial risks as necessary.

The Group’s financial assets to which interest rates apply are:

Fixed Rate Fixed Rate Floating Rate Floating Rate

2007 2006 2007 2006

Sterling – – 1,147,080 2,808,032

US Dollars – – 50,520 5,526

Interest rate risk

The Group is exposed to interest rate risk from its interest-earning financial assets.

The floating rate assets are held in a money market account earning interest on a

LIBOR based rate. The interest rate risk is mitigated by the fact cash is held in

short–term deposits allowing rapid transfer of funds to alternative commercial banks

to obtain improved interest rates.

The Group’s current account is swept at the end of each day into a short term money

market account. A US dollar account is retained for any to facilitate the funding of the

wholly owned subsidiary ViaLogy LLC. 

Liquidity risk

The Group holds funds in short-term bank deposits. Overheads are low, meaning that

adequate funds exist to allow the Company to continue to trade for the foreseeable

future.
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Credit risk

During the year, the Group’s credit risk was primarily attributable to its cash balances,

and its trade debtors. The credit risk on liquid funds is limited as the funds are held at

banks with high credit ratings. Trade debtors are spread over a range of customers, a

factor which helps to dilute the concentration of risk but to further help mitigate the

exposure, credit worthiness checks are undertaken before entering into contracts with

new customers and credit limits are set on all new and existing customers. Amounts

presented in the balance sheet are stated net of allowances for doubtful recovery.

Foreign currency risk

Foreign exchange risk arises because the group has operations located in the USA

whose functional currency is not the same as the group’s primary functional currency

(sterling). The net assets from such overseas operations is exposed to currency risk

giving rise to gains or losses on retranslation to sterling. Only in exceptional

circumstances will the group consider hedging its net investments in overseas

operations as generally it does not consider that the cash flow risk created from such

hedging techniques warrants the reduction in the volatility in consolidated net assets.

Fair value of financial assets

The financial assets represent investments in unlisted companies and have a carrying

value of £200,000. The cash flows, and as a result the fair value, of these investments

cannot be reliably estimated as the investee companies are involved in specialist

industries with complex technologies that are still at an early stage of their

development. The fair value of the investments is dependent on a number of factors

including the results of clinical trials, the emergence or activities of competitors, the

availability of sufficient funding, the successful marketing of each investee company’s

technology and the development of a customer base. 

The Directors consider that although the financial assets are not a significant focus or

material risk to the business, the fair values of the financial assets are not materially

different from their book values. The risk is mitigated by ensuring there is regular

contact with the Director of the investee company who represents the major

shareholders.

20 Share capital

Authorised

2007 2006 2007 2006

Number Number £ £

Ordinary Shares 

of 1p Each 750,000,000 500,000,000 7,500,000 5,000,000

Allotted, called up and fully paid

2007 2006 2007 2006

Number Number £ £

Ordinary Shares 

of 1p Each

At 1 April 311,222,223 2,888,222,223 3,112,222 2,882,222

Shares issued 91,903,314 23,000,000 919,033 230,000

At 31 March 403,125,537 311,222,223 4,031,255 3,112,222
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On 26 October 2006 the company issued 91,903,314 new ordinary shares of 1p at

their fair value of 4.625p each to purchase the remaining 56.34% of ViaLogy

Corporation. (see note 25)

Share Options

At 31 March 2007, the following share options were outstanding in respect of

Ordinary shares.

Number Exercise Period Exercise Price

1,061,060 August 2005 to August 2015 1.00p

141,680 March 2007 to March 2013 1.75p

15,037,000 October 2009 to October 2016 4.00p

18,814,064 June 2007 to August 2016 4.50p

500,000 January 2010 to January 2017 5.63p

35,553,804

Warrants

At 31 March 2007, the following warrants were outstanding in respect of Ordinary

shares.

Number Exercise Period Exercise Price

1,193,654 March 2010 to March 2016 4.50p

2,500,000 May 2005 to May 2012 6.00p

21 Reserves

2007 Ordinary Share Share Warrant

share Premium Scheme Scheme Foreign Retained

capital account reserve reserve Exchange earnings

£ £ £ £ £ £

At 1 April 2006 3,112,222 7,639,013 – – – (5,107,858)

Arising on issue of Shares 919,033 3,331,495 – – – –

Losses previously recognised on 

investment in associate – – – – – 2,467,889

Loss for the year – – – – – (1,832,319)

Arising in the year – – – – 20,075 –

Share option expense – – – – – 126,970

At 31 March 2007 4,031,255 10,970,508 – – 20,075 (4,345,317)

2006 Ordinary Share Share Warrant

share Premium Scheme Scheme Foreign Retained

capital account reserve reserve Exchange earnings

£ £ £ £ £ £

At 1 April 2005 2,882,222 7,601,513 87,500 66,240 – (4,546,896)

Arising on issue of Shares 230,000 37,500 – – – –

Transfer on lapse of share options

and warrants – – (87,500) (66,240) – 116,240

Loss for the year – – – – – (677,202)

At 31 March 2006 3,112,222 7,639,013 – – – (5,107,858)
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The following describes the nature and purpose of each reserve within shareholders
equity.

Reserve Description and purposes
Share premium account Amount subscribed for share capital in excess of 

nominal value.
Retained earnings Cumulative net gains and losses recognised in the 

consolidated income statement.
Foreign Exchange Exchange difference arising on translation of foreign 

operations.

22 Share–based payment

The Company operates two equity-settled share based remuneration schemes for

employees: an inland revenue approved scheme and an unapproved scheme, jointly

known as the “option scheme”. Under the scheme employees may be granted

options to purchase shares, which vest over three to four years and must be

exercised within 10 years from the date of grant.

2007 2007 2006 2006
Weighted Weighted 

average average 
exercise price Number exercise price Number

Outstanding at 
start of year – – – –

Granted during 
the year £0.042 35,553,804 – –

Exercised during 
the year – – – –

Lapsed during 
the year – – – –

Outstanding at 
end of year £0.042 35,553,804 – –

The exercise price of options outstanding at the end of the year ranged between 1p
and 5.6p and their weighted average contractual life was 9 years. 

Of the total number of options outstanding at the end of the year, 6,223,494 had
vested and were exercisable at the end of the year.

The weighted average fair value of each option granted during the year was 3.68p.
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The Black-Scholes method was used to calculate the fair value of options issued. The
volatility assumption, measured at the standard deviation of expected share price
returns is based on analysis of daily share prices over a three year period.

2007
Share price 4.38p
Volatility 70%
Dividend Yield 0%
Risk– free interest rate 4.5%

Fair Value of options issued 2007 2006
£ £

Issued to employees of parent 24,045 –
Issued to employees of subsidiary 102,925 –

126,970 –

23 Leases

Operating leases

ViaLogy LLC leases its premises on an annual basis. The present value of future lease
payments are analysed as:

2007 2006
£ £

Not later than one year 48,195 –

24 Related Party Transactions

During the year there were no related party transactions. Key management personnel
are considered to be the Directors, their emoluments are disclosed in note 6

25 Acquisitions during the period 

On 26 October 2006 the group acquired the remaining 56.74% of the share capital in
ViaLogy Corp., a company whose principal activity is developing applications for it’s
patented Quantum Resonance Interferometry (QRI) technology. QRI is a technology
which separates the background ‘noise’ that envelopes weak signals. 
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Prior to the acquisition of the remaining 56.74% of shares, the entity has been treated
as an associate. The investment is now being consolidated in full as a subsidiary and
the total acquisition costs are shown below.

Fair value
Book value adjustments Fair Value

£ £ £
Acquiree’s net assets at the 

acquisition date

Intellectual property – 12,168,858 12,168,858
Plant property and equipment 14,144 – 14,144
Receivables 9,164 – 9,164
Payables (195,428) – (195,428)
Other liabilities – (2,478,752) (2,478,752)

Net identifiable assets and liabilities (172,120) 9,690,106 9,517,986

Consideration paid

Cash – paid in the past for the investment in the associate 4,582,284
Cash 685,174
91,903,314 shares 4,250,528

9,517,986

The fair value adjustment relates to intellectual property at 26 October 2006. The fair

values acquired are provisional fair values as the Group needs additional time to

assess the relative values of the intellectual property components. The accounting

policy of the acquired entity was not to recognise internally generated intangibles;

however, it is the policy of the group to recognise such an intangible.

A deferred tax liability has been recognised in respect of the increase in the intangible

asset.

Included in the adjustment to other liabilities is a deferred tax liabilities is a deferred

tax liability of £2,469,949
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The income statement includes the following loss after tax from the acquisition for the

period from 26 October 2006 to 31 March 2007.

Loss

Revenue after tax

£ £

ViaLogy LLC 269,804 561,391

The revenue and loss after tax of the acquisition for the full year to 31 March 2007

was :

Loss

Revenue after tax

£ £

ViaLogy LLC 425,888 1,287,781

The cash flow arising from the acquired entity for the period was:

Cash flow

£

ViaLogy LLC (715,924)

27 Post Balance Sheet Events

The Group raised £4.4m before expenses via a private placing of 55 million shares at 

8 pence per share on 19 June 2007.

In June 2007 The Acrobot Company Limited undertook a funding round by issuing

shares to third parties, as a result the ViaLogy holding was diluted down to 9.75%
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Note 2007 2007 2006 2006

£ £ £ £

Fixed assets

Tangible assets 5 3,527 2,866

Investments 6 9,820,911 4,782,284

9,824,419 4,785,150

Current assets

Debtors 7 737,007 22,523

Cash at bank and in 

hand 1,152,419 2,813,558

1,889,426 2,836,081

Creditors: amounts 

falling due within 

one year 8 74,644 36,446

Net current assets 1,814,782 2,799,635

Total assets less current 

liabilities 11,639,220 7,584,785

Capital and reserves

Called up share capital 9 4,031,255 3,112,222

Share premium account 10 10,970,508 7,639,013

Profit and loss account 10 (3,362,543) (3,166,450)

Shareholders’ funds 11,639,220 7,584,785

The financial statements on pages 43 to 48 were approved by the Board of Directors

on 28 September 2007 and were signed on its behalf by:

Terry Bond

Chairman
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1 Accounting policies

The financial statements have been prepared under the historical cost convention and

in accordance with UK Generally Accepted Accounting Principles (UKGAAP). The

following accounting policies have been applied:

Turnover

Turnover represents sales to outside customers at invoiced amounts less value added

tax. Turnover is recognised when the consultancy services are provided.

Depreciation

Depreciation is provided to write off the cost, less estimated residual values, of all

fixed assets, evenly over their expected useful lives. It is calculated at the following

rates:

Office equipment – 20% per annum, reducing balance

Valuation of investments

Investments held as fixed assets are stated at cost less any provision for permanent

impairment in value.

Deferred taxation

Deferred tax balances are recognised in respect of all timing differences that have

originated but not reversed by the balance sheet date except that the recognition of

deferred tax assets is limited to the extent that the Company anticipates to make

sufficient taxable profits in the future to absorb the reversal of the underlying timing

differences. Deferred tax balances are not discounted.

Share Based Payments 

Where share options are awarded to employees, the fair value of the options at the

date of grant is charged to the income statement over the vesting period. Non-market

vesting conditions are taken into account by adjusting the number of equity

instruments expected to vest at each balance sheet date so that, ultimately, the

cumulative amount recognised over the vesting period is based on the number of

options that eventually vest. Market vesting conditions are factored into the fair value

of the options granted. As long as all other vesting conditions are satisfied, a charge is

made irrespective of whether the market vesting conditions are satisfied. The

cumulative expense is not adjusted for failure to achieve a market vesting condition.

Where the terms and conditions of options are modified before they vest, the increase

in the fair value of the options, measured immediately before and after the

modification, is also charged to the income statement over the remaining vesting

period.

Where equity instruments are granted to persons other than employees, the income

statement is charged with the fair value of goods and services received.

Foreign currency

Foreign currency transactions are translated at the rates ruling when they occurred.

Foreign currency monetary assets and liabilities are translated at the rates of exchange

ruling at the balance sheet dates. Any differences are taken to the profit and loss

account.

Liquid Resources

For the purposes of the cash flow statement, liquid resources are defined as the

balances on short term deposit foreign currency accounts.
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2 Change of accounting policy

The company has adopted FRS20: share based Payments in the financial statements.

The adoption of the standard represents a change in accounting policy, however the

change has not necessitated a restatement of comparative figures. 

3 Company profit and loss account

ViaLogy PLC has taken advantage of section 230(3) of the Companies Act 1985 and

has not included its own profit and loss account in these accounts. The company’s

profit/loss after tax was £220,138 (2006 – £71,445).

4 Staff Costs

The average number of employees during the year, including executive directors were:

2007 2006

Number Number

Administration 4 6

Staff Costs (including directors) comprise

2007 2006

£ £

Wages and salaries 159,333 100,000

Gain on exercise of warrants – 90,000

Share based payment expense 24,045 –

Employers national insurance contributions and 

similar taxes 20,394 24,320

203,772 214,320

Emoluments of the highest paid director were £92,133 (2006: £85,000).

45ViaLogy PLC (Formerly Original Investments PLC)



5 Fixed Assets

Computer

equipment Total

£ £

Cost

At 1 April 2006 6,349 6,349

Additions 1,543 1,543

At 31 March 2007 7,892 7,892

Depreciation

At 1 April 2006 3,483 3,483

Charge for the year 882 882

At 31 March 2007 4,365 4,365

Net book value

At 31 March 2007 3,527 3,527

At 31 March 2006 2,866 2,866

6 Investments

Unlisted Long–term Capital

Investments Loan contribution Total

£ £ £

Cost

At 1 April 2006 5,186,784 – – 5,186,784

Reclassified (4,582,284) 4,582,284 – –

Additions – 4,935,702 102,295 5,038,627

At 31 March 2007 604,500 9,517,986 102,925 10,225,411

Provision

At 1 April 2006 and 31 March 2007 404,500 – – 404,500

Net book value

At 31 March 2007 200,000 9,517,986 102,925 9,820,911

At 31 March 2006 4,782,284 – – 4,782,284
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7 Debtors

2007 2006
£ £

Trade debtors 10,755 4,511
Other debtors prepayments and accrued income 10,328 18,012
Inter company debtor 715,924 –

737,007 22,523

8 Creditors: amounts falling due within one year

2007 2006
£ £

Accounts payable 10,760 1,878
Accruals and deferred income 61,973 34,568
Other creditors 1,911 –

74,644 36,446

9 Called up share capital

Authorised
2007 2006 2007 2006

Number Number £ £

Ordinary Shares 

of 1p Each 750,000,000 500,000,000 7,500,000 5,000,000

Allotted, called up and fully paid 
2007 2006 2007 2006

Number Number £ £

Ordinary Shares 

of 1p Each

At 1 April 311,222,223 288,222,223 3,112,222 2,882,222

Shares issued 91,903,314 23,000,000 919,033 230,000

At 31 March 403,125,537 311,222,223 4,031,255 3,112,222

On 26 October 2006 the Company issued 91,903,314 new ordinary shares of 1p at

their fair value of 4.625p each to purchase the remaining 56.34% of ViaLogy Corp.

(see note 25)

10 Reserves

Ordinary share Share Profit and
capital premium loss

£ £ £
At 1 April 2006 3,112,222 7,639,013 (3,166,450)
Arising on issue of Shares 919,033 3,331,495
Loss for the year (220,138)
Share option expense 24,045

4,031,255 10,970,508 (3,362,543)
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The following describes the nature and purpose of each reserve within shareholder’s
equity.

Reserve Description and purposes

Share premium Amount subscribed for share capital in excess of nominal
value.

Profit and loss Cumulative net gains and losses recognised in the 
profit and loss account.

11 Share-based payment

Please see note 22 (consolidated financial statements) above for details of share
based payments.

12 Related party transactions

The Company has taken advantage of the exemption conferred by Financial Reporting
Standard 8 “Related party disclosures” not to disclose transactions with members of
the Group headed by ViaLogy Plc on the grounds that the consolidated accounts are
presented with the parents financial statements.
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VIALOGY PLC

Notice is hereby given that the Annual General Meeting of ViaLogy PLC will be held at

Seymour Pierce Limited, 20 Old Bailey, London EC4M 7EN at 10.00 a.m. on Tuesday

30 October 2007 for the following purposes:

1. To receive the Company’s Report and Accounts for the year ended 31 March

2007.

2. To re-elect Mr. T. Bond, who retires by rotation, as a Director.

3. To elect Mr. M. W. Kelly as a Director.

4. To elect Mr. S. Gulati as a Director.

5. To elect Mr. G. Rehm as a Director.

6. To elect Dr. R. W. Dean as a Director.

7. To elect Mr. H. R. P. Reynolds as a Director.

8. To re-appoint BDO Stoy Hayward LLP as auditors of the Company and to

authorise the Directors to determine their remuneration.

Special Business

To consider and, if thought fit, to pass the following resolutions as to the resolutions

numbered 9 and 11 as Special Resolutions and as to the resolutions numbered 10 and

12 as Ordinary Resolutions:

9. THAT:

(a) the Directors be and they are hereby authorised for the purposes of Section

80 of the Companies Act 1985 (the “Act”) to allot relevant securities (as

defined in Section 80(2) of the Act) up to an aggregate nominal amount of

£275,000 provided that this authority shall expire six months from the date

of the passing of this Resolution; and

(b) the Directors be and they are hereby empowered pursuant to Section 95 of

the Act to allot equity securities (as defined in Section 94(2) of the Act) for

cash pursuant to the authority conferred under paragraph (a) of this

Resolution  above as if sub-section 89(1) of the Act did not apply to such

allotment;

provided that the authority and power granted respectively pursuant to

paragraphs (a) and (b) shall be limited to the grant of warrants to subscribe for

ordinary shares of 1p each in the capital of the Company exercisable at 10p per

share, as described in the circular to shareholders of the Company dated 4

October 2007.

10. THAT the Directors be and they are hereby authorised generally and

unconditionally for the purposes of Section 80 of the Companies Act 1985 (the

“Act”) to allot relevant securities (as defined in Section 80(2) of the Act) up to an

aggregate nominal amount of £1,529,052 provided that this authority shall expire

five years from the date of the passing of this Resolution save that the Company

may make offers or agreements before the expiry of this authority which would

or might require relevant securities to be allotted after such expiry and the

Directors may allot relevant securities pursuant thereto as if the authority

conferred hereby had not expired, such authority to be in substitution for any

existing authorities conferred on the Directors pursuant to Section 80 of the Act,

save for that granted pursuant to the Resolution numbered 9 above.
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11. THAT the Directors be and they are hereby generally empowered pursuant to

Section 95 of the Act to allot equity securities (as defined in Section 94(2) of the

Act) for cash pursuant to the authority conferred under Resolution 10 above as if

sub-section 89(1) of the Act did not apply to such allotment, provided that this

power shall be limited to:-

(a) the allotment of equity securities in connection with a rights issue or any

pre-emptive offer in favour of holders of ordinary shares in the Company

where the equity securities attributable to the respective interests of such

holders are proportionate (as nearly as maybe) to the respective numbers of

ordinary shares held by them on the record date for such allotment subject

to such exclusions or other arrangements as the Directors may deem

necessary or expedient to deal with fractional entitlements or any legal or

practical difficulties under the laws of, or the requirements of, any regulatory

body or stock exchange of any overseas territory or otherwise;

(b) the allotment (otherwise than pursuant to sub-paragraph (a) above) of equity

securities up to an aggregate nominal value of £458,715;

and shall expire on the date being the earlier of the date 15 months after the

passing of this Resolution and the conclusion of the Annual General Meeting of

the Company to be held in 2008, provided that the Company may before such

expiry make an offer or agreement which would require equity securities to be

allotted in pursuance of such offer or agreement as if the power conferred

hereby had not expired and provided further that this authority shall be in

substitution for and supersede and revoke any earlier power given to directors.

12. THAT the grant of options to subscribe for ordinary shares in the capital of the

Company pursuant to the ViaLogy plc International Share Option Plan be and it is

hereby approved.

By Order of the Board Registered Office:

Mark Collingbourne Ashcombe Court

Secretary Woolsack Way

Godalming

Surrey

GU7 1LQ

4 October 2007

:

1. A member of the Company is entitled to appoint a proxy or proxies to attend, speak and vote at the
meeting in his stead.  A member may appoint more than one proxy provided each proxy is appointed to
exercise rights attached to different shares. A member may not appoint more than one proxy to exercise
rights attached to any one share.  A proxy does not need to be a member of the Company.

2. The appointment of a proxy does not preclude you from attending the meeting and voting in person. If
you appoint a proxy and attend the meeting in person, your proxy appointment will automatically be
terminated.

3. To be effective Forms of Proxy must be duly completed and returned so as to reach the Capita
Registrars Limited, Northern House, Woodsome Park, Fenay Bridge, Huddersfield HD8 0JQ not less than
48 hours before the time appointed for the holding of the meeting.

4. To be entitled to attend and vote at the meeting (and for the purpose of the determination by the
Company of the number of votes they may cast), members must be entered in the Register of members
at 6.00 p.m. on 28 October 2007 (“the specified time”).  If the meeting is adjourned to a time not more
than 48 hours after the specified time applicable to the original meeting, that time will also apply for the
purpose of determining the entitlement of members to attend and vote (and for the purpose of
determining the number of votes they may cast) at the adjourned meeting.  If however the meeting is
adjourned for a longer period then, to be so entitled, members must be entered on the Company’s
Register of Members at the time which is not less than 48 hours before the time fixed for the adjourned
meeting or, if the Company gives notice of the adjourned meeting, at the time specified in that notice.
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