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ANT Software Linuted

DIRECTORS’ REPORT

The directors present ther report and the financial statements for the year ended 31 December 2006

RESULTS AND DIVIDENDS
The loss for the year, before taxation, amounted to £629,994 (2005 £1,494,016)

The directors do not recommend the payment of a dindend (2005 £nil)

PRINCIPAL ACTIVITY AND REVIEW OF THE BUSINESS

The company’s principal activity dunng the year continued to be the development and licensing of
software for usc m the TV-related consumer electronics market

RESEARCH AND DEVELOPMENT

The company undertakes continuous research and development activities i order to bring new
mnovations and to enhance the effectiveness of its software solutions i the consumer electronics market.
Expenditure on research and development in 2006 amounted to £2,118,976 (2005 £1,956,923)

CREDITOR PAYMENT POLICY

The company does not have a written code or standard on payment practice It negotiates settlement
terms with each of its suppliers and payments are then made to suppliers i accordance with those terms
provided the supplier has carried out the agreed obhigations in a satisfactory manner

At the year end, the company had 58 days® purchases outstanding 1n trade credutors (2005 36 days)

DIRECTORS AND THEIR INTERESTS

The current directors and those who served during the year are shown on page 1 The directors at 31
December 2006 with interests, including bencficial family interests, 1n the share capital of the parent
company were as follows

31 December 2006 31 December 2005
Ordinary Shares Ordinary Shares
35 A Woodward 75,838 60,000
P M R Dodd 30,000 -
C Shave 13,885 -
D Kynaston 8,800 -
T Brown 8,800 -

In addition to the above interests, directors had options to purchase a number of shares 1n the parent
company as set out i Note 4 to the financial statements

DISCLOSURE OF INFORMATION TO THE AUDITORS

So far as cach person who was a director at the date of approving this report 1s aware, there 1s no relevant
audit information, being information needed by the anditor :n connection with preparig its report, of
which the auditor 1s unaware Having made enquines of fellow directors and the group’s auditor, each
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ANT Software Lirmted

DIRECTORS’ REPORT

director has taken all the steps that he/she 15 obliged to take as a director 1 order to make himselfherself
aware of any relevant audit mformation and to establish that the andtor is aware of that information
AUDITORS

A resolution to re-appomnt Emst & Young LLP as the company’s auditor will be put to the forthcommg
Annual General Meeting

(On behalf of the board

AV N

SA Woodward
Drirector
23 May, 2007




ANT Software Limuted

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE
FINANCIAL STATEMENTS

The directors are responsible for preparmg the Annual Report and the financial statements m accordance
with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the financial statements in accordance with Umted Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)
The financial stalements are required by law to give a true and fair view of the state of affairs of the group
and of the company and of the profit or loss of the group for that period In prepanng those financial
statements, the directors are required to

. select suitable accounting policies and then apply them consistently;
. make judgements and estimates that are reasonable and prudent,

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

. prepare the financial statements on the gomng concern basis unless it is mappropriate to presume
that the company will continue 1n business

The directors are responsible for kecping proper accounting records that disclose with reasonable accuracy
at any ume the financial position of the group and of the company and to enable them to ensure that the
financial statements comply with the Compames Act 1985 They are also responsible for safeguarding the
assets of the group and of the company and hence for taking reasonable steps for the prevention and
detection of fraud and other uregulanties

The dwrectors are responsible for the mamtenance and integrity of the corporate and financial information
mcluded on the company’s website Legislation in the Umited Kingdom governing the preparation and
dissermination of financial statements may differ from legislation in other jurisdictions




INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF ANT SOFTWARE
LIMITED

We have audited the financial statements (the “financial statements™) of ANT Software Limited for the
year ended 31 December 2006 whach compnise the Profit and Loss Account, the Balance Sheet and the
related notes 1 to 21 These financial statements have been prepared under the accounting policies set out
therem

This repert 1s made solely to the company's members, as a body, n accordance with Section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we might state to the company's
members those malters we are required 1o state to them m an audrtors’ report and for no other purpose  To
the fullest extent permutted by law, we do not accept or assume responsibility to anyone other than the
company and the company's members as a body, for our audit work, for this report, or for the opimons we
have formed

Respective responsibilities of directors and aunditors

The directors’ responsibilities for preparing the Annual Report and the financial statements 1 accordance
with apphicable United Kmgdom law and Accounting Standards (United Kingdom Generally Accepled
Accounting Practice) are set out 1n the Statement of Directors' Responsibiliies

Our responsibility 15 (o audit the financial statements in accordance with relevant legal and regulatory
requiranents and International Standards on Auditing (UK and Ircland)

We report 1o you our opinton as to whether the financal statements give a trae and farr view and are
properly prepared in accordance with the Companics Act 1985 We also report to you whether in our
opimion the information given  the directors’ report 1s consistent with the financial statements

In addition we report to you 1f, 1 our opnion, the company has not kept proper accounting records, 1f we
have not recerved all the information and explanations we require for our audit, or 1f information specified
by law regarding directors' remuneration and other transactions 1s not disclosed

We read other mformation contamed m the Annual Report, and consider whether it 1s consistent with the
audited financial statements This other information comprises only the directors’ report We consider
the implications for our report 1f we become aware of any apparent misstatements or matenal

inconsistencies with the financial statements OQur responsibilities do not extend to any other information

Basis of audit opinion

We conducted our audit m accordance with International Standards on Auditing (UK and Ireland) 15sued
by the Auditing Practices Board An audit includes cxammation, on a test basis, of evidence relevant to
the amounts and disclosures mn the financsal statements It also includes an assessment of the stgnificant
est:mates and judgments made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropnate to the group’s and company's circumstances, consistently
applied and adequately disclosed

We planned and performed our audit so as 10 obtain all the mformation and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free fiom matenal musstatement, whether caused by fraud or other irregulanty or
error In formmg our opimion we also evaluated the overall adequacy of the presentation of information in
the financial statements




Opinion
In our opinion

= the financial statements give a true and far view, m accordance with United Kingdom
Generally Accepted Accounting Practice, of the state of the company’s affairs as at 31
December 2006 and of the group’s loss for the year then ended,

*  the financial statements have been properly prepared m accordance with the Companies Act
1985, and

* the information given in the directors' report 15 consistent with the financial statements

[ F 7”1 LL/

Emst & Young LLP
Registered auditor
Cambnidge

23 May, 2007




ANT Software Limited

PROFIT AND LOSS ACCOUNT
for the year ended 31 December 2006

TURNOVER

Cost of sales

GROSS PROFIT

Admmistrative cxpenscs
OPERATING LOSS

Interest recervable

Interest payable and sumilar charges

LOSS ON ORDINARY ACTIVITIES
BEFORE TAXATION

Tax on loss on ordinary activities

RETAINED LOSS ON ORDINARY ACTIVITIES

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

There are no recognised gains or losses other than the loss attnbutable to the sharcholders of the company

0f £348,495 (2005 loss of £1,452,818)

Notes 2006 2005
£ £

2 3,704,910 2,506,331

(466,802) (569,216)

3,238,108 1,937,115

(3,899,994) (3,435,239)

3 (661,886) (1,498,124)

31,942 7,965

6 - (3,857)

(629,944) (1,494,016)

7 281,449 41,198

15 (348,495) (1,452,818)




ANT Software Limuted

BALANCE SHEET
as at 31 December 2006

FIXED ASSETS
Tangible asscls
Investments

CURRENT ASSETS
Debtors

Cash and short term deposits

CREDITORS: amounts falling du¢ within one year

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILTIES

NET ASSETS

CAPITAL AND RESERVES
Called up share capital
Share premuum account

Profit and loss account

EQUITY SHAREHOLDERS’ FUNDS

Ch U

D r

MR
Drrector

23 May, 2007

Notes

10

11

14
15
15

2006 2005
£ £

155,827 181,812
- 69
155,827 181,881
2,100,252 901,246
1,569,605 756,743
3,669,857 1,657,989
(4,828,799) (2,590,556)
(1,158,942) (932,567)
(1,003,115) (750,686)
(1,003,115) (750,686)
631,454 631,454
9,787,208 9,787,208

(11,421,777)

(11,169,348)

(1,003,115)

(750,686)
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ANT Software Limuted

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2006

ACCOUNTING POLICIES

Accounting convention
The financial statements are prepared under the hstorical cost convention

The company is exempt from the requirement to prepare and deliver group financial statements by virtue
of the exemption conferred by Section 228 of the Compantes Act 1985 The financial statements give
mformation about the company as an individual undertaking and not about 1is group

Turnover

Tumover represents amounts receivable for goods and services provided in the normal course of business,
net of trade discounts, VAT and other sales related taxes Amounts receivable consist of advance
royalties, licence fees and support and mamtenance payments

Turnover is recogmsed for any ¢lement of a sale when all of the basic critena are met for that element.
The four basic criteria for recognising soflware licence revenue are that persuasive evidence for the
arrangement exists, delivery has occurred, fees are fixed or determinable and the collection of the revenue
1s probable Mamtenance revenue is recognised rateably over the period of the contract Consultng
revenug 15 recognised on the basis of work performed and contract milestones

Fixed assets
All fixed assets are imtially recorded at cost

Depreciation

Depreciation is provided on all tangible fixed assets at rates calculated to write off the cost or valuation,
less estimated residual value based on prices prevailing at the date of acquisition or revaluation, of each
asset evenly over its expected useful life, as follows

Leasehold improvements - over 3 years
Office equipment - over 2 - 5 years
Computer equipment - over 3 years

The carrymg valucs of tangible fixed assets are reviewed for impairment in perods 1f events or changes in
circumstances indicate the carrying value may not be recoverable

Investment
Investments are stated at cost, less any provision for impamrment in value

Research and development costs
Research and development expenditurc 1s charged to the profit and loss account as incurred  The group
accounts for Research and Development tax credits when receipt 1s probable

Taxation

Deferred tax 1s recognised 1n respect of all iming differences that have originated but not reversed at the
balance sheet date where transacttons or events have occurred at that date that will result m an obligation
to pay more, or a right to pay less or to receive more, tax, with the following exception

o  Deferred tax assets are recognised only to the extent that the directors constder that 1t 15 more likely
than not that there will be suitable taxable profits from which the future reversal of the underlymng
tuming differences can be deducted
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ANT Software Limited

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2006

ACCOUNTING POLICIES (CONTINUED)

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

Foreign currencies
Transactions in foreign currencies are recorded at the rate ruling at the date of transaction

Monetary assets and liabilitics denominated 11 foreign currencies are retranslated at the rate of exchange
ruling at the batance sheet date

All differences are taken to the profit and loss account

The financial statements of overseas subsidiary undertakings are translated at the rate of exchange ruling
at the balance sheet date The exchange difference ansing on the retranslation of opening nel assets 1s
taken directly to reserves All other translation differences are taken to the profit and loss account.

Operating lease agreements

Rentals payable under operating leases are charged to the profit and loss account on a straight line basis
over the lease term

Penston costs
The company provides pension arrangements through a defined contribution scheme The amount
charged to the profit and loss account in respect of pension costs is the contributions payable m the year

Dufferences between contributions payable in the year and contributions actually paid are shown as either
accruals or prepayments in the balance sheet

Own shares held by Employee Benefit Trust

Own shares held by the Employee Benefit Trust (“EBT”) are carried at cost and disclosed within
sharcholders’ funds The EBT is manaped by an mdependent trust company

Capital instruments
Shares are included 1 shareholders’ funds. Other instruments are classified as liabilites 1f they contan an
obligation to transfer economic benefit and 1f not included 1n shareholders’ funds

The finance cost recognised m the profit and loss account i respect of capital mstruments other than
equity shares s allocated to periods over the term of the instrument at a constant rate on the carrying
amount
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ANT Software Limuted

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2006

TURNOVER
Turnover represents the amounts denved from the provision of goods and services which fall within the companies
ordinary activities stated net of value added tax

Tumover 1s attributable 1o one contimnng activety, the provision of computer soflware licensing and consultancy
The group operates within three geographical markets, the Umted States, Europe and the Rest of the World

An analysis of turnover by geographical market 1s gaven below

2006 2005
£ £
Umted States 1,087,385 315,845
Europe 1,720,524 1,295,719
Asia Pacific 888,001 894,767
3,704,910 2,506,331
OPERATING LOSS
This 15 stated after charging
2006 2005
£ £
Auditors’ remuneration
-audit services = UK 14,500 10,000
- non-sudit services - UK 4,765 2,675
19,265 12,675
Research and development cost 2,118,976 1,956,293
Depreciation of owned tangible fixed assets 100,376 84,712
Operating lease rentals - land and buildimgs 108,401 89,538
- other 856 1,590
Profit on disposal of fixed assets 1,639 (600)
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ANT Sofiware Limited

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2006

DIRECTORS’ EMOLUMENTS
Directors’ remuneration and pension entitlements
2006
£
Emoluments 286,334
Company Contnbutions paid to defined contribution penston 24,555
scheies

310,899

2005
£

445,224
21,587

466,811

During the year 6 of the Directors were members of defined contnbution pension Schemes (2005 5)

The emoluments of the highest paid director are as follows

2006 2005
£ £
Emoluments 81,813 104,176
Company Contributions paid to defined contmbution pension 6,187 4,486
schemes
108,662 108,662
STAFF COSTS
2006 2005
£
Wages and salarics 2,268,081 1,896,429
Social security costs 279,045 253,839
Other pension costs 218,372 198,634
2,765,498 2,348,902

Included w wages and salanes is a total expense of share-based payments of £96,065 (2005 mil) ansing
from transactions accounted for as equity-settled share-based payment transactions

The monthly average number of employees during the year was as follows

2006 2005

£ £

Engineering 24 24
Sales 11 12
Admmstration 9 6
44 42

12
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ANT Software Limmted

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2006

INTEREST PAYABLE AND SIMILAR CHARGES

2006 2005
£ £
Bank interest receivable 31,942 7,965
Other interest payable - (3,857)
TAX ON LOSS ON ORDINARY ACTIVITIES
The tax credit represents
2006 2005
£ £
Research and development tax credit 314,843 68,816
Foreign tax
Current tax on income for the period (33,394) (27,618)
Current tax credit for the year 281,449 41,198

The tax assessed on the loss on ordinary activities for the year is higher than the standard rate of

corporauodn 1ax in the Unted Kingdom The differences are explamed below

2006 2005
£ F)
Loss on ordinary activities before tax (629,944) (1,494,016)
Loss on ordinary activitics multiphed by standard rate of corporation (188,983) (448,205)
tax 1 the UK of 30% (2005 30%)
Effect of
Disallowed expenses and non-taxable ncome 21,846 19,249
Decelerated/(accelerated) capital allowances 3,698 2,327
Tax losses carried forward 168,978 421,489
Research and development tax credit (314,843) (68,816)
Other tming dufferences (5,139 5,140
Foreign tax 33,394 27,618
Current tax credit for the year (281,449) (41,198)

There are approximately £10 4 million (2005 £9 3 mullion) of tax losses available to be carned forward
subject to the agreement of HMRC These losses may be further adjusted to reflect the surrender of the
losses relating to qualifying research and development expenditure in accordance with the research and
development tax credit scheme The company accounts for research and development tax credits when

recelpt 15 probable
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ANT Software Linuted

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2006

TANGIBLE FIXED ASSETS
Leasehold Office Computer Total
improvements equipment equipment
£ E £ £
Cost
At 1 January 2006 78,309 170,647 219,759 468,715
Additons 3.885 507 72,038 76,430
Disposals - 123 28,057 28,180
At 31 December 2006 82,194 171,031 263,740 516,965
Depreciation
At 1 January 2006 16,662 147,736 122,505 286,903
Charge for the year 26,848 15,706 57,822 100,376
Disposals - 27 26,114 26,141
At 31 December 2006 43,510 163,415 154,213 361,138
Net book valne
At 31 December 2006 38,684 7,616 109,527 155,827
At 1 January 2006 61,647 22,911 97,254 181,812
INVESTMENTS
2006 2005
£ £
As at 31" December - 69
Name of company Holding Country of Proportion  Nature of
Registranon  held business
ANT Communications Inc Ordnary shares USA 100% Dormant
ANT Employee Benefits Limited Ordmary shares UK 100% Dormant
ANT Software Inc Ordinary shares UsA 100% Trading

ANT Commumications Inc has been: dormant since 31 December 2001 and the mvestment in that company
has been written down to zero (2005 £69) duning the year ended 31 December 2006

DEBTORS

2006 2005
£ £
Trade debtors 1,327,015 634,447
Prepayments and accrued income 773,237 266,799
2,100,252 901,246

Included in prepayments and accrued income is an amount of £41,125 which 1s due after more than onc
year (2005 £41,125)
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13.

14.

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2006

CREDITORS: amounts falling due within one year

2006 2005
£ £
Trade credrtors 278,945 172,545
Taxation and social security 94,856 91,634
Accruals 283,053 455,306
Deferred income 570,173 260,744
Amounts payable to Group undertakings 3,601,772 1,610,327
4,828,799 2,590,566
DEFERRED TAX
Deferred taxation assets provided in the financial statements and the amounts not provided are as follows
Provided Not provided
2006 2005 2006 2005
£ £ £ £
Capital allowances in arrears of
depreciation - - 22,339 18,030
Losses - - 2,445,365 2,696,241
Other short term tuming differences - - - 5,139
- - 2,467,704 2,719,410

OTHER FINANCIAL COMMITMENTS
Operating leases

Al 31 December 2006 the company had annual comm:itments under non-cancellable operating leases as

sct out below

Land and buildings Other
2006 2005 2006 2005
£ £ £ £
Expiring within one to two years 111,433 - - -
Expiring within two to five years - 99,307 - 395
111,433 99,307 - 395
SHARE CAPITAL
2006 2006 2005 2005
No £ No £
Authonsed
Ordmary shares of 5p each 28,000,000 1,400,000 28,000,000 1,400,000
Allotted, called-up and fildly paid
Ordmary shares of 5p each 12,629,097 631,454 12,629,097 631,454
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ANT Software Limited

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2006

RECONCILIATION OF SHAREHOLDERS’ FUNDS AND MOVEMENT ON RESERVES

Share capital Share Own Profit and Total
premmm Shares loss account share-
held by holders’
EBT funds
At 1 Jannary 2005 631,454 9,787,208  (33,946)  (9,716,526) 668,190
Transfer of EBT to - - 33,946 - 33,946
become a subsidiary of
ANT plc
Retained loss for the year - - - (1,452,821}  (1,452,821)
At 1 January 2006 631,454 9,787,208 - (11,169,347) (750,685)
Share-based payment - - - 96,065 96,065
Retained loss for the year - - - (348,495) (348,495)
At 31 December 2006 631,454 9,787,208 - (11,421,777)  (1,003,115)

CAPITAL COMMITMENTS AND CONTINGENT LIABILITIES
Amounts contracted for but not provided in the accounts amounted to £nil (2005 £ml)

PENSION COMMITMENTS

The company operates a defined contmbution pension scheme for its directors and employees The assets
of the scheme are held separately from those of the company i an independently admimstered fund At
31 December 2006, there were no outstanding pension contributions (2005 £17,131)

CASH FLOW STATEMENT

The company has taken advantage of the exemption allowed under Financial Reporting Standard 1 “Cash
flow statement’ not to produce a cash flow statement. A group cash flow statement 15 incleded i the
financial statements of ANT plc, the ulumate parent company

RELATED PARTY TRANSACTIONS

The company has taken advantage of the exemption conferred by FRS 8 from disclosing transactions with
related parties that are part of the same group

PARENT UNDERTAKING AND CONTROLLING PARTY

The company’s parent undertaking and controlling party 1s ANT plc, which 1s registered in England and
Wales It has included the company in its group financial stalements, copies of which are available from
the registered office
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ANT Software Limted

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2006

SHARE OPTIONS

The company operates an Enterprise Management Incentive (EMI) share option scheme relating to shares
m the parent company for the benefit of all its employees and employees are entitled to participate once
they have completed three months® service Options granted to non-UK based employees or in excess of
the qualifying limits for EMI are unapproved options for UK tax purposes or are outside the scope of UK

taxation

Options granted after March 2005 vest over a three year period and are subject to corporate performance
criteria based on an increase i group revenucs over that penod The opuons expire after 10 years and

there are no cash settlement alternatives

The Employee Benefit Trust, managed by an mdependent trust company, holds 2,848,497 ordinary shares
in the parent company of 5p each, all of which are the subject of options which have been granted and
have vested mn full The market value of the shares 1n the parent company at 31 December 2006 was

75 5p per share

The number of options relating to current employees and non-executive directors over 5p ordmary shares

in the parent company granted, exercised or lapsed during the year is as follows

Date Exercise Asatl Granted Exercised Lapsed As at 31 Penod of
granted price Janmary December  exercise
2006 2006
July 2004 85p 3,159,540 - - - 3,159,540 July 2014
Feb 2005 95p 345,824 - - (102,957) 242,867 Feb 2015
Mar 2005 126p 435,313 - - - 435,313 Mar 2015
Mar 2005 0 005p 120,000 - - - 120,000 Mar 2015
Mar 2005 85p 51,200 - - - 51,200 Mar 2015
Apr 2006 30p - 287,000 - (8,000) 279,000 Apr 2016
Apr 2006 74 5p - 270,000 - - 270,000 Apr2016
Oct 2006 62 5p - 115,000 - - 115,000 Oct 2016
4,111,877 672,000 - (110,957) 4,672,920

The following table shows the number and weighted average exercise prices (WAEP) of, movements m,
share options during the year

2006 2006 2005 2005

No WAEP No WAEP
Qutstanding as at 1 Janpary 4,111,877 £0.88 3,159,540 £0.85
Granted during year 672,000 £075 1 060,235 £093
Exercised during year - N/A (50,123) £0 95
Lapsed during year (110,957 £0 90 (57,775) £095
Outstanding as at 31 December ! 4,672,920 £0.86 4,111,877 £0.88
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NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2006

' Included in this balance are options over 4,060,910 shares (2005 4,111,877) for which no charge has
been recogmsed m accordance with FRS 20 as the opuons vested before i January 2006

For the share options outstanding as at 3! December 2006, the weighted average remamnng contractual
Iife 15 7 7 years (2005 8 4 years)

The weighted average fair valuc of options granted during the year was £0 31 (2005 N/A)

The fair value of eqmity-settied opuions 1s estimated at the date of grant using a Black-Scholes model,
taking mnto account the terms and conditions on which the options were granted The following table hists
the mputs to the model used for the year ended 31 December 2006 (2005 N/A)

Dividend yield (%) 0%
Expected share price volathity (%) 57 8%
Historical volaulity (%) 57 8%
Risk-free mtcrest rate (%) 45%
Expected lifc of option (years) 6
Weighted average share price (pence) 748

The expecled life of the opticns is an estimate and 1s not necessarily mdicattve of exercise patterns which
may occur The expected volatility reflects the assumption that historical volatility is indicative of future
trends, which may not necessarily be the actual outcome

No other features of options grant were mncorporated into the measurement of fair value.
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