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

	� speed in delivering 
services and solutions

	� innovation in systems 
and processes that  
aid clients

	 quality products

corporate statement

Imagelinx aims to be the most progressive enterprise 
in brand management, providing best value on a global 
scale while maintaining high standards of quality and 
efficiency. We offer innovative IT based solutions throughout 
the artwork management process that allow clients to 
manage their global brands with ease.
We offer comprehensive services in creative design, artwork management and 
creative solutions to branded goods companies. We deliver on-shelf impact 
and seamless processes that maximise the effectiveness of global brands.

Global consistency is easy to achieve with Imagelinx through our complete service 
interface. We deliver projects from start to finish, through our management of the 
printers, the streamlining of the artwork process and innovative technology that 
automates each step for our clients, to produce:
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2007 group highlights

	�Sales growth of 27% on prior year as a result 
of Tecnolink acquisition and Danone contributing 
in 2007.

	�Spend from existing clients was lower than 
expected but this was offset by cost reductions.

	�Operating loss before exceptional items reduced 
by £1.2m to £0.8m (2006: £2.0m).

	�Second half 2007 result was break-even before 
non-cash items (depreciation, amortisation 
and share-based payments).

	Cash generation in second half was £245,000.

	�Productivity based on sales per head increased 
by 14% on prior year.

	�New clients won in second half of 2007 have 
begun contributing strongly to 2008 revenues.

Group results highlights	 2007	 2006 
		  £m	 £m

Sales	 7.5	 5.9
Operating loss before operating exceptional  
items and goodwill impairment	 (0.8)	 (2.0)
Other operating exceptional items	 (0.1)	 (0.3)
Intangible assets amortisation	 (0.2)	 —
Goodwill impairment	 —		 (2.3)
Operating loss 	 (1.1)	 (4.6)
Net interest 	 —		 0.1
Profit on disposal of discontinued operations	 —		 11.7
(Loss)/profit before tax	 (1.1)	 7.2
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 chairman’s statement and business review

Chairman’s statement
Imagelinx sales have grown in 2007 through 
the acquisition of Tecnolink and by adding new 
clients – this despite lower expenditure by some 
of our existing clients. Costs have come down 
by integrating Tecnolink and by further reducing 
overheads. We have added more clients in 
2007 which are just beginning to spend with us. 
We acquired another business a month ago. 
Some of last year’s overhead cost reductions 
still have to show their full year effect. We are 
therefore optimistic about further sales growth 
taking the company into profitability. It remains 
for me to express the Board’s gratitude to 
clients and shareholders for their continued 
support and to employees for their dedication 
to the success of the company. 

Group performance
Total revenue has increased from £5.9m 
in 2006 for the Imagelinx group to £7.5m in 
2007. This was due to the addition of revenue 
for the first full year from Tecnolink and also 
a strong contribution for its first year from the 
Danone group. Revenue from existing clients 
fell by approximately £1.5m. This was due 
to a generally lower level of spend in 2007 
compared to the prior year. This lower level 
of spend was below both ours and our 
customers’ expectations for 2007. 

However, we have been successful in 
compensating for this by a reduction in 
costs across the whole group. Total Tecnolink 
costs, before exceptional items, in 2006 
(the company was acquired at the end of 
2006) were some £2.5m and the Imagelinx 
group costs, excluding those relating to 
LTG Mailänder which was sold part way 

through the year were £7.7m, a pro forma 
combined cost of some £10.2m. In 2007, total 
costs, pre-exceptional charges were £8.4m. 
With total group costs therefore reduced in the 
year by almost £2m, the group operating loss 
before exceptional items reduced to £800,000 
from £2.0m in 2006. 

Operating exceptional charges were also 
reduced to £319,000 from £2.64m in 2006. 
In both cases the major item is goodwill 
amortisation, with redundancy costs being 
just £120,000 in 2007.

More importantly, the second half of the 
year also saw a considerable improvement 
in performance compared to the first half. 
The operating loss in the first half before 
exceptional items was £600,000 and in 
the second half this was reduced to just 
£200,000. EBITDA plus add back of non-cash 
share option charges in the second half was 
almost at the break-even level. The second 
half of the year also saw the group generate 
cash of £245,000 and cash balances at the 
year-end were over £500,000. In addition, 
the group has a working capital facility 
of another £500,000. 

Tecnolink
Tecnolink made a maiden contribution 
to the group in 2007 with sales of £2.7m 
(2006: £3.4m) and an EBITDA of £424,000 
(2006: £143,000) and an operating profit 
before Imagelinx plc management charges 
of £258,000 (2006: £4,000). Although this 
has been below expectations in terms of 
revenue as noted above, the company has 
been successful in reducing its cost base.

H2 06

H1 07

H2 07

2.7

3.8

3.7

Turnover 
in £ millions



Imagelinx plc  |  annual report and accounts 2007  |  03

Imagelinx
We won a further two clients in 2007, 
Novartis and the Hills pet food division 
of Colgate. As it can often take some time 
to implement operations for new clients, 
we saw only a very modest level of revenue 
in 2007, as expected. However, the new year 
has already seen strong contribution to our 
revenue in January 2008 and we expect this 
to continue throughout the year. With a lower 
cost base and with a full year’s contribution 
from our new clients, I am confident that 
the group will achieve its turnaround in 2008.

We continue with our activity of marketing 
to new clients and are at present providing 
some consultancy advice to a major group 
in France. We are also at advanced stages 
of a re-tender for some of our existing work 
and for new work with the Colgate group.

Future developments
I am delighted to report that the good 
progress made in 2007 towards returning 
the group to profitability has continued in 
2008 and January has seen the group achieve 
this important milestone, in what is generally 
a weak quarter.

At the beginning of February 2008, we also 
acquired the fixed assets of a business in 
Glasgow called Lennox McKinlay Limited 
from the administrators of that company. 
This business is essentially an artwork and 
reprographic studio and a flexo plate-making 
operation with a turnover of £1.5m. We paid 
a total of £37,000 for the assets, some of which 
we required elsewhere in the group to enhance 
our flexo plate-making capabilities. We have 

recently employed a number of people 
in Scotland and are now supplying a wide 
range of clients in the region. With a lower 
cost base, we believe we can generate 
a good return on this modest investment.

The total number of major consumer goods 
companies and printers that the group now 
supplies is 20, compared to just six, two years 
ago. This provides an excellent base from 
which to develop further the group’s revenue.

We have been approached by a number 
of both existing and potential customers 
over recent months to assist them further in 
achieving their goals of print consistency by 
taking on the task of making flexo plates for 
them. This capability was provided by Tecnolink 
and is further enhanced with the acquisition of 
the assets of Lennox McKinlay Limited, which 
were predominantly plate‑making equipment. 
By adding in this part of the pre-press process, 
we provide a more integrated and complete 
service to our clients. We are carrying out 
one particular project at the moment for 
one potential new customer and are in 
the process of supplying plates directly 
for two other customers.

I am also pleased to say that we have in 
the last month been re-awarded all of our 
business with the Proctor & Gamble group 
and have been awarded some additional 
business, with one of their fabric and homecare 
brands. We are also awaiting the outcome 
of another major tender with another customer 
and this is expected imminently.

mission

	� We want to change PGPs (Packaging Graphic Processes).

	� We want to reduce PGPs’ costs, time-to-market and supplier dependency.

	� In order to achieve our goal, we have designed a menu of 13 separate services 
which can be sold separately or in combination.

	� We want our customers to use their creative agencies just for design work 
and printers just to print. We will take care of everything else.

H2 06
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(0.6)

(0.2)

Operating loss before operating exceptional 
items and goodwill impairment 
in £ millions



04  |  annual report and accounts 2007  |  Imagelinx plc

 chairman’s statement and business review continued

Future developments continued
ITlinx, our wholly-owned IT development 
company in Germany, has completed a major 
new development for one of our clients which 
can be marketed more widely and is now 
engaged upon an upgrade to our proprietary 
workflow and asset management system 
which we believe will deliver further efficiencies 
to our colleagues. This will be completed by 
the end of the first half of 2008.

While I have been encouraged by the 
improvement in the company’s results over 
the last six months and by a more positive 
start to the year, our revenue is always difficult 
to forecast accurately. However, we have 
significantly reduced our costs over the last 
year and are better placed to benefit from 
even a modest improvement in revenue 
which we should see given our additional 
new clients.

Pensions
The group accounts include the 
Crabtree defined benefit pension scheme 
(“Crabtree pension scheme”) in accordance 
with IAS 19. The financial position of the group 
is sensitive to the position of this scheme, 
which had £14.1m (2006: £13.9m) of assets 
at 31 December 2007. The present value of 
the schemes liabilities has been calculated at 
£19.2m (2006: £19.1m) at 31 December 2007. 
The resulting deficit represents the total £5.1m 
(2006: £5.2m) pension fund deficit.

During the second half of the year, 
we took legal advice on the subject of the 
Crabtree pension scheme and were advised 
that we were not contractually liable for this 

core company values

	 given: 
	 	�the long lead times/cost to win customers
	 	�the size of the customers and the scope 

to grow with them
	 	 their ability to help us win new customers,
	 we need their long term loyalty.

	 we will obtain this if we provide: 
	 	� excellent long term customer service
	 	 value for money
	 	 the best people in the industry 

Danone
Imagelinx systems have improved 
the transparency of our projects.
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pension scheme. In view of this – and of the 
unpredictability of the eventual scale of the 
related pension scheme deficit, advice was 
also received that we should request the 
Pensions Regulator (“tPR”) to approach the 
Pension Protection Fund (“PPF”) with a view 
to the PPF taking this scheme into the PPF. 
This request was made in January 2008 
and we await the outcome of this review.

The size of the calculated deficit is highly 
sensitive to changes in financial conditions 
in the equity and bond markets, in inflation 
rates and assumed mortality rates. The scheme 
has 88 existing pensioners and 256 deferred 
pensioners according to the latest information 
from the Trustees. Annual payments to 
pensioners are currently £388,000.

Impairment review of intangible assets
In accordance with IAS 36, the board has 
undertaken reviews at the half year and full 
year for impairment of the carrying value of 
the goodwill associated with Imagelinx and 
Tecnolink. As a result of the most recent 
review, no impairment has been taken on 
the goodwill of either company. The total 
goodwill now held in the consolidated balance 
sheet is £4.4m, other intangible assets are 
£0.8m which are amortised by £198,000 
per annum and the carrying value of the 
investments in Imagelinx and Tecnolink 
in the company balance sheet is £5.2m.

Share-based payments
The share-based payment charge for 
2007 was £132,000, compared to £137,000 
in 2006. This is as a result of the share options 
granted to executive directors before 2005 
having vested.

Finance and cash flow
Cash at the end of the year was £0.5m 
(2006: £1.5m). Net cash outflow from operating 
activities was £703,000 (2006: £410,000), 
which has been financed by the utilisation 
of cash reserves. 

Derivatives and other 
financial instruments
The group’s principal financial instruments 
throughout the year comprised bank loans, 
finance leases and hire purchase contracts. 
The main purpose of these financial instruments 
is to raise finance for the group’s operations. 
The group has various other financial 
instruments such as trade receivables and 
trade payables that arise directly from its 
operations. The group also entered into 
derivative transactions (principally forward 
currency contracts). The purpose is to manage 
the interest rate and currency risks arising 
from the group’s operations and its sources 
of finance. It is, and has been throughout 
the period under review, the group’s policy 
that no speculation or trading in financial 
instruments shall be undertaken.

The main risks arising from the group’s 
financial instruments are interest rate risk, 
liquidity risk and foreign currency risk. 
The board reviews and agrees policies 
for managing each of these risks and they 
are summarised as follows. These policies 
have remained broadly unchanged since 
the beginning of 2000. The magnitude 
of these risks that have arisen over the 
period are detailed in note 21.

Interest rate risk
The group borrows funds in currencies at fixed 
and floating rates of interest. The policy in 
respect of interest‑bearing liabilities arising 
is to achieve the most efficient outcome for 
the group, regardless of the nature of credit 
taken. At 31 December 2007 there were loans 
and overdrafts outstanding of £205,000.

Liquidity risk
The group’s policy is to have adequate access 
to bank facilities in the group’s main trading 
currencies. An invoice discounting facility of 
£0.5m held in the name of Tecnolink Limited, 
with Royal Bank of Scotland was available at 
the year-end of which £495,000 was undrawn. 
This is secured on the trade receivables of 
Tecnolink Limited. Cash deposits when arising 
are held in short-term accounts. At the year-end 
the group had been successful in applying 
this policy, with short-term cash held in the 
desired forms.

Foreign currency risk
As a result of the significant investment 
in operations in the USA, the group’s 
balance sheet can be significantly affected 
by movements in the US Dollar/Sterling 
exchange rate. The group minimises its 
exposure to investments in foreign currencies 
where possible by aligning the currencies of 
liabilities and assets.

The group also has transactional currency 
exposures. Such exposures arise from sales 
or purchases by an operating unit in currencies 
other than the unit’s functional currency. 

I am delighted to report that the good 
progress made in 2007 towards returning 
the group to profitability has continued 
in 2008 and January has seen the group 
achieve this important milestone in what 
is generally a weak quarter. 

Colgate Palmolive 
Our overall relaunch times are faster and 
we have clear visibility of our projects.
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 chairman’s statement and business review continued

Credit risk
The group’s credit risk is primarily attributable 
to its trade receivables. Credit risk is managed 
by running credit checks on new customers 
and by monitoring payments against 
contractual agreements.

Capital risk management
Imagelinx plc’s capital management 
objectives are:

	� to ensure the group’s ability to continue 
as a going concern; and

	� to provide an adequate return 
to shareholders;

by pricing products and services 
commensurately with the level of risk. 
Further details are given in note 21.

Going concern
The directors continually monitor the 
financial position of the group, taking into 
account the latest forecasts of future cash 
flows and analyses of these forecasts, 
sensitised in respect of the key uncertainties 
facing the group’s ability to generate cash. 
The directors consider that the major 
uncertainties are the timing of actual versus 
targeted sales in the Imagelinx division while 
it is building up the client base for its pioneering 
services and the uncertainty with regard 
to contributions required for the Crabtree 
pension scheme. The board has identified 
cash savings which can be realised in the 
short-term, if necessary, while minimising the 
effect on the group’s global operating capability. 

Based on this information and assessment, 
the directors have a reasonable expectation 
that the group has adequate resources 
to continue in operational existence for 
the foreseeable future. For this reason, 
they continue to adopt the going concern 
basis in preparing the accounts.

The financial statements do not reflect 
any adjustments, which would be 
required if the going concern assumption 
was not appropriate. Given the uncertainty 
described above it is not currently possible 
to determine the extent and quantification 
of such adjustments but these might include 
the write down of the carrying value of goodwill 
at group level and the investments in the 
company’s subsidiaries, at company level, 
to the best estimate of their net realisable 
value on disposal and the write down 
of certain assets and the disclosure of, 
or provision for, additional liabilities.

International Financial Reporting 
Standards (“IFRS”)
This year, the group’s financial statements 
are prepared under IFRS. The impact 
of this change is described in note 27.

Albert Klein
Executive chairman
10 March 2008

Alistair Rae
Chief executive
10 March 2008
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board of directors

Albert Klein
Executive chairman (45)

After graduating from St Gallen University, 
Switzerland, with a Masters Degree in 
Business and Administration, Mr Klein 
worked for Carrier Corporation in the USA 
and England for four years before taking an 
active role in the LTG Group in 1994. From 
1994 until March 1996 he was non-executive 
chairman of LTG Holding. In March 1996 he 
was appointed LTG Holding’s chief executive 
and in September 2004 he took the role 
of non-executive chairman again. Mr Klein 
joined Imagelinx plc upon its inception in 
September 1998 as chief executive and 
became executive chairman of Imagelinx plc 
in October 2005.

Alistair Rae
Chief executive (49)

Alistair Rae was appointed chief executive 
of Imagelinx plc in October 2005. He was 
most recently group finance director of 
Jarvis Plc from April 2004 to March 2005 
during its intensive financial restructuring. 
He qualified as a chartered accountant with 
KPMG and has spent 15 years in investment 
banking, both with Cazenove, where he was 
the managing director of their Asian business 
based in Hong Kong and more recently with 
HSBC Investment Bank plc. He became 
a non-executive director of Imagelinx plc 
in 2002 and is also a non‑executive director 
of the Refresh Group Ltd and non-executive 
chairman of Simigon Ltd.

David Straker-Smith
Non-executive director (49)

David Straker-Smith is an executive director 
of CrossBorder Capital Ltd, global investment 
advisors and is director of a number of 
private companies. He previously worked 
for Gerrard & National Holdings PLC as a 
main board director and subsequently at 
ING Barings Securities. He was appointed 
a non-executive director of Imagelinx plc 
in September 1998.

Dr. Franz Wimpffen
Non-executive director (49)

Dr. Franz Wimpffen graduated from 
St Gallen University, Switzerland with a 
doctorate in Corporate Finance and in 
1989 joined LTG Holding. From 1990 for the 
following 15 years, Dr. Wimpffen served as 
an executive director in various roles within 
the Imagelinx plc group. In September 2004 
Dr. Wimpffen resigned from his position as 
executive director in order to become chief 
executive of LTG Holding GmbH & Co. KG 
in Germany. He continues to serve on the 
board as a non-executive director.

executive directors

non-executive directors
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 directors’ report

Results and dividends
The consolidated income statement for the year ended 31 December 2007 is shown on page 18. Analyses of turnover and operating profit 
or loss by activity are shown in note 2 to the accounts. The group loss for the year amounted to £1,154,000 (2006: profit of £7,236,000). 
The directors do not recommend payment of a dividend.

Principal activities
The group’s principal activities during the year were the provision of pre-press and global graphic brand management services. 

The group’s major operations are in Milton Keynes and Nottingham (England) and Boston (USA), and it has offices in Glasgow, Scotland, 
Paris, France and Hamburg, Germany.

The principal activity of the company during the year was that of a holding company.

Review of the business and future developments
The group’s business activities over the year and future prospects are set out in the chairman’s statement and business review on pages  
2 to 6.

Research and development
Research and development is concentrated on the development of new products capable of generating greater turnover.

Substantial interests in share capital
As of 31 December 2007, the company’s share register of substantial shareholdings showed the following interests in 3% or more of the 
company’s ordinary shares:
Name					     Holding	 %

LTG Holding GmbH & Co. KG					     102,677,214	 35.52

Fidelity International Limited and FMR Corp.					     22,891,343	 7.92

Süd-Kapitalbeteiligungs-Gesellschaft mbH					     21,568,228	 7.46

Capital Group Companies Inc.					     21,358,714	 7.39

Odey Asset Management					     18,272,696	 6.32

Framlington					     15,500,000	 5.36

Caldwell Associates 					     13,342,000	 4.62

David Straker-Smith					     9,349,857	 3.23

Other than disclosed above, the directors are not aware of any other person holding, or beneficially interested in, 3% or more of the ordinary 
share capital of the company.

The ultimate beneficial owner of LTG Holding GmbH & Co. KG is Dr. Klein Erben Holding GmbH, the ultimate beneficiaries of which are 
Albert Klein and his family.

Directors and their interests
The directors during the year were as follows:

Albert Klein 
Alistair Rae 
David Straker-Smith 
Dr. Franz Wimpffen 
Dr. Ing Peter Heizmann (resigned 12 January 2007) 
John Holmes (resigned 12 January 2007) 
Gregor Wedell (resigned 12 January 2007)

The interests of the directors and their families in the share capital of the company were as follows:
						      At	 At 
					     	 31 December 	 1 January 
						      2007	 2006 
						      ordinary 	 ordinary 
						      5p shares	 5p shares

Albert Klein				    	 2,048,548 *	 848,548 *

Alistair Rae				    	 200,000	 200,000

David Straker-Smith					     9,349,857	 9,349,857

Dr. Franz Wimpffen					     18,333	 18,333

Dr. Ing Peter Heizmann					     124,285	 124,285

John Holmes				    	 2,750	 2,750

Gregor Wedell					     —	 —

* 848,548 of which are held by the Corsage Investment Trust, the beneficiaries of which include Albert Klein and his family.
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Directors and their interests continued
In addition, Albert Klein held 102,677,214 shares or 22.9% of the issued share capital of Dr. Klein Erben Holding GmbH throughout the period, 
the remaining shares being held by Albert Klein’s family trust. Albert Klein, together with his family trust (of which he is a beneficiary), 
is the ultimate beneficial owner of 35.5% of the issued share capital of the company (as at 28 February 2008).

The executive directors along with other employees, have been granted options and similar rights over the shares. Details of these interests are 
disclosed in the directors’ remuneration report.

Events since the balance sheet date
See note 25.

Disabled employees
The group gives full consideration to applications for employment from disabled persons where the requirements of the job can be adequately 
fulfilled by a handicapped or disabled person.

Where existing employees become disabled, it is the group’s policy wherever practicable to provide continuing employment under normal 
terms and conditions and to provide training and career development and promotion to disabled employees wherever appropriate.

Employee involvement
Regular meetings are held between local management and employees to allow a free flow of information and ideas. A share option scheme 
exists to provide employees with further incentivisation.

Directors and officers insurance
A qualifying third party indemnity provision exists.

Financial instruments
The group’s principal financial instruments throughout the year comprised bank loans, finance leases and hire purchase contracts. The main 
purpose of these financial instruments is to raise finance for the group’s operations. The group has various other financial instruments such as trade 
receivables and trade payables that arise directly from its operations, as detailed in the chairman’s statement and business review on page 5 
and in notes 1 and 21.

Creditor payment policy and practice
It is the company’s policy that payments to suppliers are made in accordance with those terms and conditions agreed between the company 
and its suppliers, provided that all trading terms and conditions have been met.

At 31 December 2007, the company had an average of 154 days’ purchases (2006: 138 days’ purchases) outstanding in trade payables.

At 31 December 2007, the group had an average of 49 days’ purchases (2006: 72 days’ purchases) outstanding in trade payables.

Auditor
Grant Thornton UK LLP have expressed their willingness to continue in office and a resolution to re-appoint them as the group’s auditor will 
be proposed at the forthcoming annual general meeting (“AGM”).

All of the current directors have taken all the steps that they ought to have taken to make themselves aware of any information needed by the 
company’s auditor 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 auditor is unaware.

AGM
The following resolutions will be considered at the AGM as special business:

1.	� An ordinary resolution authorising the directors to allot up to an aggregate amount of 28,903,860 ordinary shares (representing 
approximately 10% of the total issued share capital of the company at the date hereof) such authority to expire at the next AGM 
of the company.

2.	 A special resolution disapplying the statutory pre-emption rights on the allotment of ordinary shares for cash, such powers to be limited to:

	 (a)	 the allotment of ordinary shares in relation to a rights issue; and

	 (b)	� the allotment of ordinary shares (in circumstances other than (a) above) representing no more than 10% of the issued share capital 
of the company;

	 such authority to expire at the next AGM of the company.

By order of the board

Louise Palmer
Company secretary
10 March 2008
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 statement of directors’ responsibilities in respect of the accounts

The directors are responsible for preparing the annual report and the financial statements in 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 
financial statements in accordance with International Financial Reporting Standards as adopted by the European Union. The financial statements 
are required by law to give a true and fair view of the state of affairs of the group and of the profit or loss of the group for that period. In preparing 
these financial statements, the directors are required to:

	 select suitable accounting policies and then apply them consistently;

	 make judgments and estimates that are reasonable and prudent;

	� state whether applicable International Financial Reporting Standards as adopted by the European Union have been followed, 
subject to any material departures disclosed and explained in the financial statements; and

	� prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company will continue 
in business.

The directors, to the best of their knowledge, state that: 

	� the financial statements, prepared in accordance with International Financial Reporting Standards as adopted by the European Union, 
give a true and fair view of the assets, liabilities, financial position and profit of the group; and

	� the directors’ report includes a fair review of the development and performance of the business and the position of the group together 
with a description of the principal risks and uncertainties that it faces.

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

In so far as the directors are aware:

	 there is no relevant audit information of which the company’s auditor is unaware; and

	� the directors have taken all steps that they ought to have taken to make themselves aware of any relevant audit information and to establish 
that the auditor is aware of that information.

The directors are responsible for the maintenance and integrity of the corporate and financial information included on the company’s website. 
Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.
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corporate governance

The company is committed to high standards of corporate governance. The board is accountable to the company’s shareholders for good 
corporate governance. Whilst the company does not comply with the Combined Code, this statement describes how the principles of 
corporate governance are applied.

Following publication of the Higgs Review – The Role and Effectiveness of Non-executive Directors and the Smith Report – Combined Code 
Guidance for Audit Committees in January 2003, the Financial Reporting Council issued the Combined Code on 23 July 2003, which came 
into effect for reporting years beginning on or after 1 November 2003. The principles and provisions of the Code have been considered by 
the board. The board will continue to review its practices in light of the Code.

The company moved from a full listing on the Stock Exchange to a listing on AIM on 26 September 2003 and as such the company is not 
covered by the Listing Rules. Nevertheless, in the interests of providing maximum transparency to shareholders, the board complies with those 
provisions of the Code it deems relevant, ensuring that embedded risk controls are in place.

The chairmen of the audit, remuneration and nomination committees will be available to answer questions at this year’s AGM to be held 
on 28 April 2008.

The board
The board currently comprises the executive chairman, the chief executive, and two other non-executive directors. Short biographies of each 
of the directors, which illustrate their range of experience, are set out on page 7. There is a clear division of responsibility at the head of the 
company, the chairman being responsible for running the board and the chief executive for implementing group strategy. The board structure 
ensures that no individual or group dominates the decision-making process. The board is responsible to shareholders for the proper management 
of the group. A statement of the directors’ responsibilities in respect of the accounts is set out on page 10 and a statement on going concern 
is given on page 6.

The board has not appointed a finance director as the chief executive takes direct responsibility for the finance function and the size of the 
group does not warrant a separate executive director for this area.

The board considers that David Straker-Smith is deemed not to be independent under the definition of independence in the Code as he has 
a substantial shareholding in the company.

The board also considers that Dr. Franz Wimpffen is deemed not to be independent under the definition of independence in the Code, 
as he represents LTG Holding GmbH & Co. KG, a significant shareholder and is a former executive director of the company.

All directors have access to the advice and services of the company secretary. The need for director training is regularly assessed by the 
company. The directors take independent professional advice as required.

The board met formally on seven occasions in 2007 and managed the company through a formal schedule of matters. These include overall 
management of the group; approval of strategic plans including acquisitions and disposals; approval of commercial strategy, including the 
annual business plan covering operating and capital expenditure budgets; approval of the financial statements, material agreements and 
non recurring projects; treasury policy; control, audit and risk management and remuneration.

In 2008 the board will meet once every two months at set dates and manage the company through a formal schedule of matters as referred 
to above. It will arrange other meetings if required. The non-executive directors have a particular responsibility to ensure that the strategies 
proposed by the executive directors are fully considered. The board receives appropriate and timely information, board papers being sent 
out several days prior to the meeting. It delegates responsibility to the board committees detailed below. 

Nomination committee
The nomination committee is chaired by David Straker-Smith and its other member is Dr. Franz Wimpffen. It is responsible for proposing candidates 
for appointment to the board, having regard to the balance and structure of the board. In appropriate cases, recruitment consultants will be 
used to assist the process. All directors are subject to re-election at least every three years.

Remuneration committee
The remuneration committee is chaired by David Straker-Smith and its other member is Dr. Franz Wimpffen. It is responsible for making 
recommendations to the board, within agreed terms of reference, on the company’s framework of executive remuneration and its cost. 
The remuneration committee determines the contract terms, remuneration and other benefits for each of the executive directors, including 
performance related bonus schemes, pension rights and compensation payments. The board itself determines the remuneration of the 
non-executive directors. The remuneration committee will be advised as necessary by a firm of remuneration consultants.

Further details of the company’s policies on remuneration, service contracts and compensation payments are given in the directors’ remuneration 
report on pages 13 to 15. The report has been prepared by the board following the provisions in the Combined Code.

Audit committee
The audit committee is chaired by David Straker-Smith and its other member is Dr. Franz Wimpffen. It meets not less than twice annually. 
The audit committee provides a forum for reporting by the group’s external auditors. Meetings are also attended, by invitation, by the 
chief executive and the executive chairman.

The audit committee is responsible for reviewing a wide range of matters including the half year and annual accounts on or before their 
submission to the board and monitoring the controls which are in force to ensure the integrity of the information reported to the shareholders. 
The audit committee advises the board on the appointment of the external auditor and on their remuneration both for audit and non-audit 
work and discusses the nature, scope and results of the audit with the external auditor. The audit committee keeps under review the cost 
effectiveness and the independence and objectivity of the external auditors.
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 corporate governance continued

Relations with shareholders
The board recognises the importance of communication with shareholders to ensure that its strategy and performance is understood. 
The chairman’s statement and business review provides a detailed review of the business and future developments. There is regular 
dialogue with institutional shareholders including presentations following the group’s announcement of the full year and interim results.

The board uses the AGM to communicate with private and institutional investors and welcomes their participation. Details of resolutions 
to be proposed at the AGM on 28 April 2008 can be found in the notice of the meeting, which is enclosed with this annual report.

Risk and internal controls
The board is responsible for establishing and maintaining the group’s system of internal control. Internal control systems are designed to meet 
the particular needs of the group and the risks to which it is exposed and by their nature can provide reasonable but not absolute assurance 
against material misstatement or loss. The group’s systems and controls are designed to safeguard the group’s assets and to ensure reliability 
of information used within the business and for publication.

Day to day responsibility for the management and operations of the business has been delegated to a divisional board. This ensures that 
the business obtains maximum leverage from sector specific skills. Clear levels of authority exist for the group’s executive management 
and the divisional board. Subsidiaries are given autonomy to manage operations, whilst operating within an established control environment. 
The divisional board meets on a regular basis and group executive management attends these meetings. This ongoing process identifies, 
evaluates and manages the significant risks, which are regularly reviewed by the group’s board.

The key procedures which the directors have established with a view to providing effective internal controls are as follows:

	� Management structure 
	� The board has overall responsibility for the group and there is a formal schedule of matters specifically reserved for decision by the board. 

Each executive director has been given responsibility for specific aspects of the group’s affairs.

	� Quality and integrity of personnel 
	� The integrity and competence of personnel is ensured through high recruitment standards and subsequent training courses. High quality 

personnel are seen as an essential part of internal control.

	� Identification of business risks 
	� The board is responsible for identifying the major business risks faced by the group and for determining the appropriate course of action 

to manage those risks.

	� Budgetary processes 
	� The board is responsible for group strategy, approving budgets and plans, approving acquisitions or disposals and determining treasury 

and dividend policy. Each year the board approves the annual budget and strategic plan. Key risk areas are identified.

	� Monitoring and reporting performance 
	� Monthly results, including variances from plans and prior year, together with updated forecasts for current performance for up to twelve 

months are reported to the board. These reports cover sales, profits and losses, cash flows, capital expenditure and balance sheets. 
Key risk areas are identified. Performance is monitored and relevant action taken throughout the year through the monthly reporting 
process to the board.

	� Investment appraisal 
	� Capital expenditure is regulated by a budgetary process and authorisation levels. For expenditure beyond specified levels, detailed 

written proposals have to be submitted to the board. Reviews are carried out after the capital expenditure or acquisition is complete, 
and for some projects, during the project or acquisition period, to monitor expenditure; major overruns are investigated. Proposals 
for research and development programmes beyond specified limits are considered by the board. Due diligence work is carried 
out if a business is to be acquired.

	� Audit committee 
	� The audit committee monitors the controls which are in force and any perceived gaps in the control environment. It considers and determines 

relevant action in respect of any control issues raised by the external auditors. It reviews the effectiveness of the system of internal financial 
control as it operates during the year and reports conclusions to the board. It assists the board in the discharge of its duties regarding the 
company’s financial statements, accounting policies and maintenance of internal controls and risk management systems.

Retirement and appointment of directors
Alistair Rae and Albert Klein retire by rotation and, being eligible, offer themselves for re-election. 
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directors’ remuneration report

The remuneration committee is chaired by David Straker-Smith and its other member is Dr. Franz Wimpffen. It makes recommendations to the 
board, within agreed terms of reference, on an overall remuneration package for executive directors and other senior executives in order to attract, 
retain and motivate high quality executives capable of achieving the group’s objectives. The package consists of basic salary, benefits, share 
options, performance related bonuses and pensions, with a significant proportion based on performance and dependent upon the achievement 
of targets. Consideration is given to pay and employment policies both externally and elsewhere in the group, especially when determining annual 
salary increases. In addition, the remuneration committee will be advised when necessary by a firm of executive remuneration consultants to 
maximise comparability within the marketplace and pays particular attention to the remuneration levels of the company’s closest competitors.

The details of individual components of the remuneration package and service contracts are discussed below.

Basic salary and benefits 
The salary and benefits of executive directors are reviewed annually. The remuneration committee takes into account prevailing market rates 
for similar positions in comparable companies, responsibilities, individual and corporate performance, and the experience which each director 
brings to the group. In 2007 this review resulted in a reduction to salary for executive directors. Target bonuses, subject to the criteria set by 
the remuneration committee were established at similar levels to 2006. Benefits principally comprise private healthcare, life assurance and 
pension contributions.

Annual performance bonuses 
Each executive director has the opportunity to receive an annual bonus, if group and individual targets are met. The group business plan targets 
for 2007 were not achieved principally due to the sales shortfall of Imagelinx. The individual performance and contribution of key executives in 2007 
was recognised by the remuneration committee but bonuses were not awarded.

Share options
Share options are granted in accordance with Imagelinx plc employee share incentive plan, which was approved by the remuneration committee 
on 23 December 1999. The first options were granted under this scheme to executive directors and certain other employees effective from 
1 January 2000.

The share options are awarded by the remuneration committee based on the movement in the company’s share price. The exercise price of 
options granted is normally the higher of the nominal value of the shares and the market price at the date of grant, although this can be adjusted 
at the absolute discretion of the remuneration committee.

Share options issued effective from 18 October 2005 are exercisable, at a price of 11.25p per share, between 18 October 2008 and 18 October 2015.

Share options issued effective from 14 September 2004 are exercisable, at a price of 9.75p per share, between 14 September 2007 and 
13 September 2014.

Share options issued effective from 14 April 2003 are exercisable, at a price of 3p per share, between 14 April 2006 and 13 April 2013. Share 
options issued effective from 30 April 2003 are exercisable, at a price of 4p per share, between 30 April 2006 and 29 April 2013.

Share options issued effective from 1 January 2000 are exercisable, at a price of 40p per share, between 1 January 2002 and 31 December 2009. 
This initial grant was made as a single block following the listing of the company on AIM enabling incentivised remuneration of this type. No 
performance criteria apply to this award, as this was made on the basis of past performance rather than future performance.

The awards were made to directors as set out on page 15.

The market price of the company’s shares on 31 December 2007 was 1.1p. The highest market price in 2007 was 4.25p and the lowest was 1.1p.

Performance related bonuses
These are calculated based on internal targets, which are determined in advance of each year by the remuneration committee.

Pensions
The executive directors are members of the Imagelinx plc executive pension plan (see note 24) which is a defined contribution scheme. 

The company’s contributions are 12% of basic salary.

Fees
The fees for non-executive directors are determined by the board within the limits stipulated in the articles of association. The non-executive 
directors are not involved in any discussions or decision about their own remuneration.

Service contracts
The service contracts of all the executive directors have unlimited terms up to retirement but a notice period of one year. None of the non‑executive 
directors have service contracts. There are no special provisions for compensation in the event of loss of office. The remuneration committee 
considers the circumstances of individual cases of early termination and determines compensation payments accordingly.
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 directors’ remuneration report continued

Directors’ remuneration
			   Basic salary				     
			   and fees	 Bonus	 Benefits	 Total	 Total 
		  Date of	 2007	 2007	 2007	 2007	 2006 
		  contract	 £	 £	 £	 £	 £

Executive directors						    

Albert Klein	 29/09/98	 138,333	 —	 57,951	 196,248	 287,400

Alistair Rae	 19/10/05	 164,166	 —	 2,465	 166,631	 212,112

Michael Williamson	 01/11/02	 —	 — 	 — 	 —	 247,728

Non-executive directors						    

David Straker-Smith	 29/09/98	 — 	 — 	 — 	 — 	 40,000

Dr. Franz Wimpffen	 01/10/04	 —	 —	 — 	 — 	 15,000

Dr. Ing Peter Heizmann	 01/01/05	 — 	 — 	 — 	 — 	 15,000

John Holmes	 30/06/99	 — 	 — 	 — 	 — 	 15,000

Gregor Wedell	 01/04/03	 — 	 — 	 — 	 — 	 15,000

			   302,499	 —	 60,380	 362,879	 847,240

Share-based payment expense of £132,000 (2006: £137,000) relates to the directors (see note 9 of the company financial statements).

During the year, £47,000 (2006: £42,000) was recharged to a related company in respect of services of Albert Klein, a director of the company, 
made available to it. This offsets a portion of the costs to the company, set out above.

The non-executive directors have waived their salary and fees for the year.

Pension entitlements
None of the directors are members of the defined benefit scheme. The executive directors are members of the Imagelinx plc executive pension plan 
(see note 24), which is a defined contribution scheme. The company’s contributions were as follows for the year:
						      2007	 2006 
						      £	 £

Albert Klein					     1,800	 19,200

Alistair Rae					     4,200	 24,000

Michael Williamson					     —	 5,840

						      6,000	 49,040
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Interests in options and similar rights
The interests of the directors are as follows:
		  Granted on	 Granted on	 Granted on	 Granted on	 Total	 Total 
		  1 January	 30 April 	 14 September	 18 October	 31 December 	 31 December
		  2000 (1)	 2003 (2)	 2004 (3)	 2005 (4)	 2007	 2006
		  No.	 No.	 No.	 No.	 No.	 No.

Albert Klein	 322,050	 700,000	 226,979	 5,190,047	 6,439,076	 6,439,076

Alistair Rae	 —	 —	 —	 6,117,026	 6,117,026	 6,117,026

Dr. Franz Wimpffen	 71,250	 200,000	 —	 —	 271,250	 271,250

(1) 	 The options have an exercise price of 40p per share and are exercisable between 1 January 2002 and 31 December 2009.
(2) 	 The options have an exercise price of 4p per share and are exercisable between 30 April 2006 and 29 April 2013.
(3) 	 The options have an exercise price of 9.75p per share and are exercisable between 14 September 2007 and 13 September 2014.
(4) 	 The options have an exercise price of 11.25p per share and are exercisable between 18 October 2008 and 18 October 2015.

The share option performance criteria for the options in note 4 are noted below. The options in notes 1 to 3 do not have any performance 
criteria attached.
		  Date of grant	 Options	 Performance criteria

Albert Klein	 18/10/2005	 1,730,016	 Exercisable if the highest average share price reached during 
				    the measurement period* is 20p or more but less than 30p 

			   1,730,016	 Exercisable if the highest average share price reached during  
				    the measurement period* is 30p or more but less than 40p 

			   1,730,015	 Exercisable if the highest average share price reached during  
				    the measurement period* is 40p or more 

			   5,190,047	

Alistair Rae	 18/10/2005	 2,039,009	 Exercisable if the highest average share price reached during  
				    the measurement period* is 20p or more but less than 30p 

			   2,039,009	 Exercisable if the highest average share price reached during  
				    the measurement period* is 30p or more but less than 40p 

			   2,039,008	 Exercisable if the highest average share price reached during  
				    the measurement period* is 40p or more 

			   6,117,026	

* �The measurement period is the period between the date of the grant of the option and the 31st day after the preliminary announcement 
of the company’s annual results for the financial year ending 31 December 2008.

The market price of the company’s shares on 31 December 2007 was 1.1p. The highest market price in 2007 was 4.25p and the lowest was 1.1p.

By order of the board

David Straker-Smith
Chairman of the remuneration committee
10 March 2008



16  |  annual report and accounts 2007  |  Imagelinx plc

 report of the independent auditor
to the members of Imagelinx plc

We have audited the group and parent company financial statements (the ‘’financial statements’’) of Imagelinx plc for the year ended 
31 December 2007 which comprise the principal accounting policies, the consolidated income statement, the consolidated balance sheet, 
the consolidated cash flow statement, the consolidated statement of recognised income and expense and notes 1 to 28, and the parent 
company balance sheet and notes 1 to 13. These financial statements have been prepared under the accounting policies set out therein.

This report is made solely to the company’s members, as a body, in accordance with Section 235 of the Companies Act 1985. Our audit work 
has been undertaken so that we might state to the company’s members those matters we are required to state to them in an auditor’s report 
and for no other purpose. To the fullest extent permitted 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 opinions we have formed. 

Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the annual report and the consolidated financial statements in accordance with United Kingdom 
law and International Financial Reporting Standards (“IFRS”) as adopted by the European Union and for preparing the parent company financial 
statements in accordance with United Kingdom law and Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are 
set out in the statement of directors’ responsibilities.

Our responsibility is to audit the financial 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 financial statements give a true and fair view and whether the financial statements have been 
properly prepared in accordance with the Companies Act 1985. We also report to you whether in our opinion the information given in the directors’ 
report is consistent with the financial statements. The information given in the directors’ report includes that specific information presented 
in the chairman’s statement and business review that is cross referred from the chairman’s statement and business review section of the 
directors’ report.

In addition we 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 specified by law regarding directors’ remuneration and other transactions is not disclosed. 

We read other information contained in the annual report and consider whether it is consistent with the audited financial statements. The other 
information comprises only the chairman’s statement and business review, the directors’ report, the corporate governance statement and the 
directors’ remuneration report. We consider the implications for our report if we become aware of any apparent misstatements or material 
inconsistencies with the financial statements. Our responsibilities do not extend to any other information.

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 financial statements. It also includes 
an assessment of the significant estimates and judgments made by the directors in the preparation of the financial statements and of whether 
the accounting policies are appropriate to the group 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 sufficient evidence to give reasonable assurance that the financial statements are free from material misstatement, whether caused 
by fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the 
financial statements.

Opinion
In our opinion:

	 	� the group financial statements give a true and fair view, in accordance with IFRS as adopted by the European Union, of the state of the 
group’s affairs as at 31 December 2007 and of its loss for the year then ended;

	 	� the group financial statements have been properly prepared in accordance with the Companies Act 1985;

	 	�� the parent company financial 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 December 2007;

	 	� the parent company financial statements have been properly prepared in accordance with the Companies Act 1985; and 

	 	� the information given in the directors’ report is consistent with the financial statements.

Grant Thornton UK LLP
Registered Auditor
Chartered Accountants
Sheffield
10 March 2008
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 consolidated income statement
for the year ended 31 December 2007

						      31 December	 31 December 
						      2007	 2006 
					     Note	 £’000	 £’000

Continuing operations						    

Revenue				    2	 7,525	 5,880

Cost of sales				    	 (4,093)	 (2,812)

Gross profit				    	 3,432	 3,068

Other operating income					     47	 44

Administration expenses					     (4,309)	 (5,022)

Other operating expenses					     (319)	 (2,643)

Operating result				    	 (1,149)	 (4,553)

Finance income				    5	 31	 120

Finance costs				    6	 (48)	 (36)

Loss before tax					     (1,166)	 (4,469)

Tax income				    7	 12	 —

Loss from continuing operations after tax					     (1,154)	 (4,469)

Discontinued operations						    

Profit from discontinued operations				    8	 —	 11,705

Result for the year					     (1,154)	 7,236

Loss per ordinary share						    

From continuing operations				    9		

Basic and diluted					     (0.40p)	 (1.82p)

From continuing and discontinued operations				    9		

Basic				    	 (0.40p)	 2.95p

Diluted					     (0.40p)	 2.79p

The notes on pages 22 to 45 form part of these financial statements.
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consolidated statement of total recognised income and expenditure
for the year ended 31 December 2007

						      31 December	 31 December 
						      2007	 2006 
				    		  £’000	 £’000

Actuarial losses on defined benefit pension scheme					     (67)	 (1,100)

Exchange differences on translation of foreign operations					     4	 (32)

Net expense recognised directly to equity					     (63)	 (1,132)

(Loss)/profit for the year					     (1,154)	 7,236

Total recognised income and expense for the year					     (1,217)	 6,104

The notes on pages 22 to 45 form part of these financial statements.
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

						      31 December	 31 December 
						      2007	 2006 
					     Note	 £’000	 £’000

Non-current assets			 

Goodwill				    10	 4,384	 4,384

Other intangible assets				    11	 789	 987

Property, plant and equipment				    12	 1,166	 1,567

					     	 6,339	 6,938

Current assets			 

Inventories				    14	 39	 61

Trade and other receivables				    15	 1,691	 2,156

Cash and cash equivalents			   		  533	 1,479

						      2,263	 3,696

Total assets					     8,602	 10,634

Current liabilities			 

Trade and other payables				    16	 (993)	 (1,721)

Obligations under finance leases				    17	 (142)	 (140)

Bank overdrafts and loans					     (5)	 —

Loan notes				    19	 (200)	 —

						      (1,340)	 (1,861)

Non-current liabilities			 

Retirement benefit obligations					     (5,102)	 (5,174)

Obligations under finance leases				    17	 (20)	 (174)

Loan notes				    19	 —	 (200)

						      (5,122)	 (5,548)

Total liabilities					     (6,462)	 (7,409)

Net assets				    	 2,140	 3,225

Equity				  

Share capital				    22	 14,452	 14,452

Share premium account				    23	 38,644	 38,644

Translation reserve				    23	 (28)	 (32)

Retained earnings				    23	 (50,928)	 (49,839)

						      2,140	 3,225

These financial statements were approved by the board of directors and authorised for issue on 10 March 2008 and signed on its behalf by:

Albert Klein	 Alistair Rae
Director	 Director
10 March 2008	 10 March 2008

The notes on pages 22 to 45 form part of these financial statements.

consolidated balance sheet
as at 31 December 2007
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consolidated cash flow statement
for the year ended 31 December 2007

						      31 December	 31 December 
						      2007	 2006 
						      £’000	 £’000

Operating activities			 

Loss before tax from continuing operations					     (1,149)	 (4,469)

Profit from discontinued operations					     —	 11,705

(Loss)/profit before tax					     (1,149)	 7,236

Adjustment to reconcile loss before tax to net cash flows			 

Non-cash:			 

Depreciation of property plant and equipment					     474	 493

Amortisation and impairment of intangible assets					     198	 2,583

Share-based payments					     132	 137

Profit on disposal of property, plant and equipment					     (3)	 —

Profit on disposal of discontinued operations					     —	 (12,309)

Working capital adjustments			 

Decrease in trade and other receivables				    	 465	 3,077

Decrease in inventories					     22	 (2,081)

(Decrease)/increase in trade and other payables					     (728)	 866

Decrease in other provisions					     —	 (332)

Exchange adjustment					     (6)	 106

Employers’ pension contribution					     (120)	 (180)

Income tax received					     12	 (6)

Net cash from operating activities					     (703)	 (410)

Investing activities			 

Interest received					     12	 13

Purchases of property, plant and equipment					     (73)	 (95)

Expenditure on product development					     —	 (62)

Proceeds from sale of property, plant and equipment					     3	 —

Acquisition of subsidiary					     —	 (1,125)

Disposal of subsidiary, net of cash disposed					     —	 2,679

Net cash (used)/generated in investing activities					     (58)	 1,410

Financing activities			 

Interest paid					     (48)	 (249)

Payment of finance lease liabilities					     (152)	 (82)

Repayment of loans					     —	 (1,780)

Issue of ordinary shares					     —	 2,051

Net cash flows used in financing activities					     (200)	 (60)

Net (decrease)/increase in cash and cash equivalents	 				    (961)	 940

Cash and cash equivalents at 1 January					     1,479	 513

Net foreign exchange difference					     10	 26

Cash and cash equivalents at 31 December					     528	 1,479

The notes on pages 22 to 45 form part of these financial statements. 
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 notes to the consolidated financial statements
for the year ended 31 December 2007

1.	 Accounting policies
The consolidated financial statements of Imagelinx plc have been authorised for issue in accordance with a resolution of the directors passed 
on 10 March 2008. Imagelinx plc is a public limited company, incorporated and domiciled in the UK and its shares are publicly traded on AIM. 

The consolidated financial statements have been prepared in accordance with the International Financial Reporting Standards as issued by 
the IASB as adopted by the European Union (“IFRS”) for the first time. Comparatives have been restated. The disclosures required by IFRS 1 
concerning the transition from UK GAAP to IFRS are given in note 27. The date of transition is 1 January 2006.

The financial statements have been prepared under the historical cost convention except that they have been modified to include the valuation 
of certain financial assets and liabilities.

The directors continually monitor the financial position of the group, taking into account the latest forecasts of future cash flows and analyses 
of these forecasts, sensitised in respect of the key uncertainties facing the group’s ability to generate cash. The directors consider that the group’s 
ability to continue as a going concern is dependent on the timing of actual versus targeted sales in Imagelinx while it is building up the client 
base for its services, and the agreement with the Pensions Regulator of a schedule of payment with regard to contributions required for the 
Crabtree pension scheme. 

Significant accounting estimates and assumptions
The preparation of the group’s financial statements requires management to make judgements, estimates and assumptions that affect the 
reported amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the reporting date. However, 
uncertainty about these assumptions and estimates could result in outcomes that could require a material adjustment to the carrying amount 
of the asset or liability affected in the future.

The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet date, that have a significant 
risk of causing material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below.

Impairment of non-financial assets
The group assesses whether there are any indicators of impairment for all non-financial assets at each reporting date. Goodwill and other 
indefinite life tangibles are tested for impairment annually and at other times when such indicators exist. Other non-financial assets are tested 
for impairment when there are indicators that the carrying amounts may not be recoverable.

When value in use calculations are undertaken, management must estimate the expected future cash flows from the asset or cash-generating 
unit and choose a suitable discount rate in order to calculate the present value of those cash flows. Further details are given in note 10 and 11.

Share-based payments
The group measures the cost of equity-settled transactions with employees by reference to the fair value of the equity instruments at the date 
at which they are granted. Estimating fair values requires determination of the most appropriate valuation model for a grant of equity instruments, 
which is dependent on the terms of the grant. This also requires determining the most appropriate inputs to the valuation model including the 
expected life of option, volatility and dividend yield and making assumptions about them. The assumptions and models used are disclosed 
in note 9 of the company accounts.

Pension and other post-employment benefits
The cost of defined benefit pension plans and other post-employment benefit is determined using actuarial valuations. The actuarial valuation 
involves making assumptions about discount rates, expected rates of return on assets, mortality rates and future pension increases. Due to 
the long term nature of these plans, such estimates are subject to significant uncertainty. The net employee liability at 31 December 2007 
is £5,102,000 (2006: £5,174,000). Further details are contained in note 24.

First-time adoption
In preparing these financial statements, the group has elected to apply the following transitional arrangements permitted by IFRS 1 “First-time 
adoption of International Financial Reporting Standards”:

	 business combinations effected before 1 January 2006 have not been restated;

	� the carrying amount of capitalised goodwill at 1 January 2006 that arose on business combinations accounted for using the acquisition 
method under UK GAAP was frozen at this amount and tested for impairment at 1 January 2006. The carrying amount was adjusted for 
intangible assets that would have been required to be recognised in the acquiree’s separate financial statements in accordance with 
IAS 38 “Intangible Assets”, such as development costs;

	 actuarial gains and losses of employee defined benefit plans have been recognised in full at 1 January 2006;

	� only those exchange differences arising on the retranslation of foreign operations since 1 January 2006 have been recognised as a separate 
component of equity; and

	� IFRS 2 “Share-based Payments” has been applied to employee options granted after 7 November 2002, including those options vesting 
prior to transition date.

Except as noted above, the following principal accounting policies have been applied consistently in the preparation of these financial statements.

Basis of consolidation
Where the company has the power, either directly or indirectly, to govern the financial and operating policies of an entity or business so as to 
obtain benefits from its activities, it is classified as a subsidiary. The consolidated financial statements present the results of the company and 
its subsidiaries (“the group”) as if they formed a single entity. Inter-company 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 other than disclosed above 
(see “First-time adoption”). In the consolidated balance sheet, the acquiree’s identifiable assets, liabilities and contingent liabilities are initially 
recognised at their fair values at the acquisition date. The results of acquired operations are included in the consolidated income statement 
from the date on which control is obtained.
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1.	 Accounting policies continued
Revenue
Revenue is measured by reference to the fair value of consideration received or receivable by the group for goods supplied and services 
provided, excluding VAT and trade discounts. Revenue is recognised upon the performance of services or transfer of risk to the customer.

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with the transaction is 
recognised by reference to the stage of completion of the transaction at the balance sheet date. The outcome of the transaction is deemed 
to be able to be estimated reliably when all of the following conditions are satisfied:

	 the amount of revenue can be measured reliably;

	 it is probable that economic benefits associated with the transaction will flow to the entity;

	 the costs incurred for the transaction and the costs to complete the transaction can be measured reliably; and

	 a part process within a job is complete (i.e. 25% recognised on artwork completion, 50% on repro completion).

Interest income is recognised as interest accrues (using the effective interest rate, that is the rate that exactly discounts estimated future cash 
receipts through the expected life of the financial instrument to the net carrying amount of the financial asset).

Goodwill
Goodwill represents the excess of the cost of a business combination over the interest in the fair value of identifiable assets, liabilities 
and contingent liabilities acquired. Cost comprises the fair value of the assets given, liabilities assumed and equity instruments issued, 
plus any direct costs of acquisition.

Goodwill is capitalised as an intangible asset with any impairment in carrying value being charged to the income statement. The carrying value 
of goodwill is tested annually for impairment. 

Where the fair value of identifiable assets, liabilities and contingent liabilities exceed the fair value of consideration paid, the excess is credited 
in full to the income statement.

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 seperable from the acquired entity or give rise to other contractual 
obligations/legal rights. The amounts ascribed to such intangibles are arrived at using appropriate valuation techniques.

The significant intangibles recognised by the group, their useful economic lives and the methods used to determine the cost of intangibles 
acquired in the business combination are as follows:
Intangible asset			   Useful economic life		 Valuation method

Non-contractual/contractual customer lists and relationships			   Five years 	 Estimated discounted cash flow

Impairment
Other non-financial assets are subject to impairment tests whenever events or changes in circumstances indicate that their carrying amount 
may not be recoverable. Where the carrying value of an asset exceeds its recoverable amount (i.e. the higher of value in use and fair value 
less costs to sell), the asset is written down accordingly. Where it is not possible to estimate the recoverable amount of an individual asset, 
the impairment test is carried out on the asset’s cash-generating unit (i.e. the lowest group of assets in which the asset belongs for which 
there are separately identifiable cash flows). Goodwill is allocated on initial recognition to each of the group’s cash-generating units that are 
expected to benefit from the synergies of the combination giving rise to the goodwill. Impairment charges are included in the administrative 
expenses line in the income statement, except to the extent they reverse gains previously recognised in the statement of recognised income 
and expense.

Discontinued operations
A discontinued operation is a component of the entity, that either has been disposed of, or is classified as held for sale, and:

	 represents a separate major line of business or geographical area of operations;

	 is part of a single co-ordinated plan to dispose of a separate major line of business or geographical area of operations; or

	 is a subsidiary acquired exclusively with a view to re-sell.

The disclosures for discontinued operations in the prior year relate to all operations that have been discontinued by the balance sheet date 
for the latest period presented.

Property, plant and equipment
Items of property, plant and equipment are included at cost, net of depreciation. Depreciation is provided in equal annual instalments on the 
original costs, so as to write them down to their residual value over their estimated useful lives. The estimated useful lives are as follows:

Leasehold improvements 	 –	 the lease term 
Plant and machinery 	 –	 three to ten years 
Office equipment 	 –	 four to ten years 
Motor vehicles 	 –	 four to five years 
IT project costs 	 –	 three years

The carrying value of property, plant and equipment is reviewed for impairment if events or changes in circumstances indicate the carrying value 
may not be recoverable.
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 notes to the consolidated financial statements continued
for the year ended 31 December 2007

1.	 Accounting policies continued
Non-current assets classified as held for sale 
Assets held for sale include assets that the group intends and expects to sell within one year from the date of classification as held for sale. 
Assets classified as held for sale are measured at the lower of their carrying amounts immediately prior to their classification as held for sale 
and their fair value less costs to sell. Assets classified as held for sale are not subject to depreciation or amortisation. 

Inventories
Inventories are stated at the lower of cost and net realisable value. Costs of ordinarily interchangeable items are assigned using average cost 
formula. Cost includes materials and direct labour.

Financial assets
Financial assets are divided into the following categories: loans and receivables and financial assets at fair value through profit or loss. Financial 
assets are assigned to the different categories by management on initial recognition, depending on the purpose for which they were acquired. 
The designation of financial assets is re-evaluated at every reporting date at which a choice of classification or accounting treatment is available.

All financial assets are recognised when the group becomes a party to the contractual provisions of the instrument. Financial assets other than 
these categorised as at fair value through profit and loss are recognised at fair value plus transaction costs. 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. Trade 
and other receivables are classified as loans and receivables. Loans and receivables are measured subsequent to initial recognition at amortised 
cost using the effective interest method, less provision for impairment. Any change in their value through impairment or reversal of impairment 
is recognised in the income statement.

Provision against trade receivables is made when there is objective evidence that the group will not be able to collect all amounts due to it 
in accordance with the original terms of those receivables. The amount of the write-down is determined as the difference between the asset’s 
carrying amount and the present value of estimated future cash flows.

An assessment for impairment is undertaken at least at each balance sheet date.

Regular way purchases and sales are accounted for on trade date. A financial asset is de-recognised only where the contractual rights to the 
cash flows from the asset expire or the financial asset is transferred and that transfer qualifies for de-recognition. A financial asset is transferred 
if the contractual rights to receive the cash flows of the asset have been transferred or the group retains the contractual rights to receive the 
cash flows of the asset but assumes a contractual obligation to pay the cash flows to one or more recipients. A financial asset that is transferred 
qualifies for de-recognition if the group transfers substantially all the risks and rewards of ownership of the asset, or if the group neither retains 
nor transfers substantially all the risks and rewards of ownership but does transfer control of that asset. 

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits, together with other short-term, highly liquid investments which are 
readily convertible into known amounts of cash and which are subject to an insignificant risk of changes in value.

Financial liabilities
Financial liabilities are obligations to pay cash or other financial assets and are recognised when the group becomes a party to the contractual 
provisions of the instrument. Financial liabilities categorised as at fair value through profit or loss are recorded initially at fair value, all transaction 
costs are recognised immediately in the income statement. All other financial liabilities are recorded initially at fair value, net of direct issue costs.

Financial liabilities categorised as at fair value through profit or loss are re-measured at each reporting date at fair value, with changes in fair 
value being recognised in the income statement. All other financial liabilities are recorded at amortised cost using the effective interest method, 
with interest-related charges recognised as an expense in finance cost in the income statement. Finance charges, including premiums payable 
on settlement or redemption and direct issue costs, are charged to the income statement on an accruals basis using the effective interest method 
and are added to the carrying amount of the instrument to the extent that they are not settled in the period in which they arise. 

A financial liability is de-recognised only when the obligation is extinguished, that is, when the obligation is discharged or cancelled or expires.

Foreign currencies
Transactions in foreign currencies are translated at the exchange rate ruling at the date of the transaction. Monetary assets and liabilities in 
foreign currencies are translated at the rates of exchange ruling at the balance sheet date. Non-monetary items that are measured at historic 
cost in a foreign currency are translated at the exchange rates at the date of the transaction. Non-monetary items that are measured at fair 
value in a foreign currency are translated using the exchange rates at the date when the fair value was determined.

Any exchange differences arising on the settlement of monetary items or on translating monetary items at rates different from those at which they 
were initially recorded are recognised in the income statement in the period in which they arise. Exchange differences on non-monetary items are 
recognised in the statement of recognised income and expenditure to the extent that they relate to a gain or loss on that non-monetary item taken 
to the statement of recognised income and expenditure, otherwise such gains and losses are recognised in the income statement.

The balance sheets of the overseas companies are translated at the rate of exchange ruling at the balance sheet date. The income statements 
of the overseas companies are translated at the actual exchange rate for the period. The exchange difference arising on the retranslation of 
opening net assets and the difference between the average and closing rate profit and loss account is taken directly to reserves. All other 
translation differences are taken to the income statement.

Retirement benefits: defined contribution schemes
Contributions to defined contribution pension schemes are charged to the income statement in the year to which they relate.

Retirement benefits: defined benefit schemes
Scheme assets are measured at fair values. Scheme liabilities are measured on an actuarial basis using the projected unit method and are 
discounted at appropriate high quality corporate bond rates that have terms to maturity approximating to the terms of the related liability. Past 
service cost is recognised as an expense on a straight-line basis over the average period until the benefits become vested. To the extent that 
benefits are already vested, the group recognises past service cost immediately.

Actuarial gains and losses are recognised immediately through the statement of recognised income and expense. The net surplus or deficit 
is presented with other net assets on the balance sheet. The related deferred tax is shown with other deferred tax balances. A surplus is 
recognised only to the extent that it is recoverable by the group.
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1.	 Accounting policies continued 
Leased assets
In accordance with IAS 17, the economic ownership of a leased asset is transferred to the lessee if the lessee bears substantially all the risks 
and rewards related to the ownership of the leased asset. The related asset is recognised at the time of inception of the lease at the fair value 
of the leased asset or, if lower, the present value of the minimum lease payments plus incidental payments, if any, to be borne by the lessee. 
A corresponding amount is recognised as a finance leasing liability. Leases of land and buildings are split into land and buildings elements 
according to the relative fair values of the leasehold interests at the date the asset is initially recognised.

The interest element of leasing payments represents a constant proportion of the capital balance outstanding and is charged to the income 
statement over the period of the lease. 

All other leases are regarded as operating leases and the payments made under them are charged to the income statement on a straight-line 
basis over the lease term. Lease incentives are spread over the term of the lease.

Taxation
Current tax is the tax currently payable on taxable profit for the year.

Deferred tax assets and liabilities are recognised where the carrying amount of an asset or liability in the balance sheet differs to its tax base, 
except for differences arising on:

	 the initial recognition of goodwill;

	� the initial recognition of an asset or liability in a transaction 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.

Deferred tax liabilities are provided in full, with no discounting. Deferred tax assets are recognised to the extent that it is probable that the 
underlying deductible temporary differences will be able to be offset against future taxable income. Current and deferred tax assets and 
liabilities are calculated at tax rates that are expected to apply to their respective period of realisation, provided they are enacted or 
substantively enacted at the balance sheet date.

Changes in deferred tax assets or liabilities are recognised as a component of tax expense in the income statement, except where they relate 
to items that are charged or credited directly to equity (such as the revaluation of land) in which case the related deferred tax is also charged 
or credited directly to equity.

Future changes in accounting policies – standards issued but not yet effective
A revised IAS 1 “Presentation of Financial Statements” was issued in September 2007 and becomes effective for financial years beginning on 
or after 1 January 2008. The revision is aimed at improving users’ ability to analyse and compare the information given in financial statements, 
and will mean a significant change to the format of the primary statements.

A revised IAS 23 “Borrowing Costs” was issued in March 2007 and becomes effective for financial years beginning on or after 1 January 2009. 
The standard has been revised to require capitalisation of borrowing costs when such costs relate to a qualifying asset. A qualifying asset is 
an asset that necessarily takes a substantial period of time to get ready for its intended use or sale. In accordance with the transitional arrangements 
of the Standard, the group will adopt this as a prospective change. Accordingly, borrowing costs will be capitalised on qualifying assets with 
a commencement date after 1 January 2009. No changes will be made for borrowing costs incurred to this date that have been expensed.

A revision to IAS 27 “Consolidated and Separate Financial Statements” was issued in 2008 and becomes effective 1 July 2009. It deals with 
partial disposals of subsidiaries and will not impact the group’s financial statements.

An amendment to IFRS 2 “Share-based Payment” becomes effective for accounting periods beginning on or after 1 July 2009. It aims to bring 
definition to the terms ‘vesting conditions’ and ‘cancellations’, and is not expected to impact the group’s financial statements.

The January 2008 revision to IFRS 3 will come into effect from 1 July 2009. Costs of issuing debt or equity instruments are accounted for under 
IAS 39. All other costs associated with an acquisition must be expensed, including reimbursements to the acquirer for bearing some of the 
acquisition costs. Examples of costs to be expensed include finder’s fees; advisory, legal, accounting, valuation, and other professional or 
consulting fees; and general administrative costs, including the costs of maintaining an internal acquisitions department. 

IFRS 8 “Operating Segments” becomes effective 1 January 2009. This IFRS requires entities to disclose information to enable users of its 
financial statements to evaluate the nature and financial effects of the business activities in which it engages. This may result in additional 
disclosure for the group but will not materially impact the results of the group.

IFRIC Interpretation 12 was issued in February 2007 and deals with Service Concession arrangements. The group expects that this interpretation 
will have no effect on the financial position or performance of the group.

IFRIC Interpretation 13 was issued in June 2007 and deals with Customer Loyalty Programmes. This interpretation may impact on the financial 
position of the group.

IFRIC Interpretation 14 was issued in July 2007 and becomes effective for annual periods beginning on or after 1 January 2008. This interpretation 
provides guidance on how to assess the limit on the amount of surplus in a defined benefit scheme that can be recognised as an asset under 
IAS 19 “Employee Benefits”. The group expects that this interpretation will have no impact on the financial position or performance of the group 
as the defined benefit scheme is currently in deficit.
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 notes to the consolidated financial statements continued
for the year ended 31 December 2007

2. Revenue and segmental analysis
Imagelinx plc operates in only one division, that of packaging graphics services (which is the primary segment), with all significant operations 
being based either in the UK, Germany or the United States. The acquired business Tecnolink is included within this division. The segmental 
analysis of operations is as follows:

Segmental analysis by activity
						      31 December	 31 December 
						      2007	 2006 
						      £’000	 £’000

Revenue by origin			 

UK 				   		  5,891	 4,253

USA					     1,634	 1,627

Discontinued operations					     —	 18,990

Total revenue					     7,525	 24,870

Segment result			 

UK						      (1,509)	 (4,754)

Germany					     32	 (27)

USA					     328	 228

Operating result					     (1,149)	 (4,553)

Finance income					     31	 120

Finance costs					     (48)	 (36)

Loss before tax					     (1,166)	 (4,469)

Profit for the period from discontinued operations					     —	 11,705

(Loss)/profit before tax					     (1,166)	 7,236

Other information			 

Capital additions			 

UK 						     58	 75

Germany					     —	 8

USA					     15	 129

Discontinued operations					     —	 56

						      73	 268

Depreciation and amortisation			 

UK						      (592)	 (329)

Germany					     (2)	 (8)

USA					     (78)	 (74)

Discontinued operations					     —	 (82)

						      (672)	 (493)

Impairment losses			 

UK						      —	 (2,320)
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2. Revenue and segmental analysis continued
Balance sheet
					     	 31 December	 31 December 
						      2007	 2006 
					     	 £’000	 £’000

Assets			 

UK 						     8,415	 10,249

Germany					     36	 217

USA					     151	 168

					     	 8,602	 10,634

Liabilities			 

UK						      (6,308)	 (7,188)

Germany					     (12)	 (21)

USA					     (142)	 (200)

						      (6,462)	 (7,409)

Net assets					     2,140	 3,225

3. Operating result
This is stated after charging/(crediting):
					     	 2007	 2006 
						      £’000	 £’000

Auditors’ remuneration:		

Audit services		

– statutory audit of these financial statements				    	 15	 57

– audit of financial statements of subsidiaries					     29	 36

Other services related to taxation					     49	 52

Other services related to the pension scheme					     50	 —

						      143	 145

						      2007	 2006 
						      £’000	 £’000

Depreciation of property, plant and equipment				    	 474	 493

Impairment of goodwill					     —	 2,320

Amortisation of intangible assets				    	 198	 273

Operating lease costs 

– land and buildings				    	 242	 876

– other						      91	 116

Staff costs (see note 4)				    	 5,061	 4,717

Net foreign exchanges losses					     5	 90

All of the above charges are included within administration expenses.
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 notes to the consolidated financial statements continued
for the year ended 31 December 2007

4. Staff costs
Staff costs (including directors) are as follows:
						      2007	 2006 
					     	 £’000	 £’000

Wages and salaries				    	 4,282	 3,886

Social security costs				    	 452	 497

Other pension costs					     195	 197

Share-based payment				    	 132	 137

						      5,061	 4,717

The average monthly number of employees during the year was made up as follows: 
						      2007	 2006 
						      No.	 No.

Direct labour				    	 80	 61

Administration					     38	 43

						      118	 104

Details of remuneration, pension entitlements and interests in share options for each director are set out in the directors’ remuneration report 
on pages 13 to 15.

Key management personnel remuneration (including Imagelinx plc directors) includes the following expenses:
						      2007	 2006 
						      £’000	 £’000

Short term employee benefits					     780	 1,260

Long term employee benefits				    	 37	 92

					     	 817	 1,352

5. Finance income
					     	 2007	 2006 
						      £’000	 £’000

Interest on bank deposits				    	 12	 —

Net return on pension scheme assets					     19	 120

						      31	 120

6. Finance costs
						      2007	 2006 
					     	 £’000	 £’000

Interest on bank overdrafts and loans 					     1	 26

Interest on obligations under finance leases					     26	 8

Interest on loan notes					     16	 2

Other interest					     5	 —

						      48	 36

7. Tax
						      2007	 2006 
						      £’000	 £’000

UK current tax (credit)/charge:		

Adjustments in respect of previous years					     (12)	 —

Overseas tax:		

Adjustments in respect of previous years (included in discontinued operations)			   —	 6

						      (12)	 6
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7. Tax continued
Factors affecting the tax (credit)/charge for the year
					     	 2007	 2006 
						      £’000	 £’000

(Loss)/profit on ordinary activities before tax					     (1,166)	 7,242

(Loss)/profit on ordinary activities before tax multiplied by the  
standard rate of corporation tax in the UK at 30% (2006: 30%)					    (350)	 2,173

Effect of:		

Disallowed expenses and non-taxable income					     95	 (2,760)

Deductions allowable for tax purposes					     (3)	 —

Capital allowances in excess of depreciation					     (88)	 65

Other timing differences					     64	 (11)

Adjustments in respect of previous periods					     (12)	 6

Tax losses					     252	 458

Effective overseas tax rate					     30	 75

Current tax (credit)/charge for the period					     (12)	 6

Deferred tax is not provided in the accounts as the group and company have an overall deferred tax asset. It is prudent to assume that the 
group and company will not make sufficient taxable profits in the short-term to absorb these amounts.

8. Discontinued operations
On 3 July 2006, the group completed the disposal of the whole of the issued share capital of LTG Print Systems Holdings GmbH 
(“LTG Mailänder division”) to Bauer and Kunzi GmbH. 

The results of the discontinued operations which have been included in the consolidated income statement, were as follows:
						      2007	 2006 
					     	 £’000	 £’000

Revenue					      —	 18,990

Expenses					      —	 (19,380)

Profit on disposal					      —	 12,309

Finance income					      —	 3

Finance costs					      —	 (217)

Profit before tax					      —	 11,705

Attributable tax expense					      —	  —

Profit from discontinued operations					      —	 11,705

Net liabilities disposed of:		

Fixed assets					     —	 1,698

Inventory					     —	 8,419

Trade and other receivables					     —	 5,144

Cash					     —	 957

Loans					     —	 (6,371)

Trade and other payables					     —	 (15,958)

Provisions for liabilities 					     —	 (2,562)

						      —	 (8,673)

Profit on disposal					     —	 12,309

Expenses of sale					     —	 898

						      —	 4,534

Satisfied by:		

Cash					     —	 4,534
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 notes to the consolidated financial statements continued
for the year ended 31 December 2007

8. Discontinued operations continued
The net cash inflow in respect of the sale of the LTG Mailänder division is as follows:
							       £’000

Cash consideration (net of expenses of £898,000)						      3,636

Cash transferred on disposal						      (957)

Net inflow of cash						      2,679

In addition to the profits above, a further €3.0m will be paid in 2009 if the operating profits before any exceptional or restructuring items 
and before any goodwill amortisation of the combined businesses of Bauer and Kunzi and PSH are greater than €14.0m in the two years 
to 31 December 2008. The directors do not consider this deferred consideration to be sufficiently probable to be recognised as a contingent 
asset in these financial statements.

9. (Loss)/profit per ordinary share
The calculation of the basic and diluted earnings per share is based on the following data:
						      31 December	 31 December 
						      2007	 2006 
						      £’000	 £’000

Loss for the year – continuing					     (1,154)	 (4,469)

Profit for the year – discontinued					     —	 11,705

(Loss)/profit for the year – continuing and discontinued					     (1,154)	 7,236

Number of shares:
						      31 December 	 31 December 
				    		  2007	 2006 
					     	 No.	 No.

Weighted average number of ordinary shares for the purposes of basic earnings per share		  	 289,038,635	 245,565,210

Effect of dilutive potential ordinary shares: share options					     13,416,202	 13,616,202

Weighted average number of ordinary shares for the purposes of diluted earnings per share			   302,454,837	 258,981,412

In accordance with IAS 33 “Earnings per Share”, diluted earnings per share is taken as being equal to basic earnings per share, where the group 
has recorded a loss, as the effect of including share options is anti-dilutive.

The loss attributable to the parent company was £513,000 (2006: £3,264,000).

10. Goodwill
							       Total 
							       £’000

Cost:				  

At 1 January 2006						      9,100

Acquisition of subsidiary (restated)						      1,086

At 31 December 2006 (restated)						      10,186

At 31 December 2007						      10,186

Accumulated impairment losses:				  

At 1 January 2006						      3,482

Impairment						      2,320

At 31 December 2006 (restated)						      5,802

At 31 December 2007						      5,802

Carrying amount:				  

At 31 December 2007						      4,384

At 31 December 2006 (restated)						      4,384

At 1 January 2006						      5,618
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10. Goodwill continued
Goodwill is primarily attributed to the following cash-generating units:
							       £’000

Imagelinx						      3,298

Tecnolink						      1,086

Total						      4,384

Goodwill has been tested for impairment by assessing the value in use of the relevant cash-generating units. The value in use calculations are 
based on projected cash flows from financial budgets approved by the board of directors for the years 2008 to 2010. Budgeted cash flows for 
2008 are increased by £948,000. Projected cash flows, pre-tax are discounted at 20.4% per annum to calculate their net present value. Cash 
flows beyond the three year period are extrapolated using a 2.25% growth rate (2006: 2.5%). The average annual growth rate for the industry 
is 8.1%. As a result of these tests, the recoverable amount of goodwill exceeds the carrying amount by £144,000. For the recoverable amount 
to equal the carrying amount, assumed cash flows would have to fall by £173,000. Accordingly, no impairment is considered necessary.

11. Other intangible assets
				    Development	 Concessions	 Customer lists	  
				    costs	 and rights	 and relationships 	 Total 
				    £’000	 £’000	 £’000	 £’000

Cost:				  

At 1 January 2006			   347	 4,101	  —	 4,448

Additions – internal development			    —	 78	  —	 78

Disposals – discontinued operations			   (347)	 (4,179)	  —	 (4,526)

Acquisition of a subsidiary			    —	  —	 987	 987

At 31 December 2006			    —	  —	 987	 987

At 31 December 2007			    —	  —	 987	 987

Amortisation:				  

At 1 January 2006			   298	 2,649	  —	 2,947

Provided during the year			   49	 224	  —	 273

Disposals – discontinued operations			   (347)	 (2,873)	  —	 (3,220)

At 31 December 2006			    —	  —	  —	  —

Provided during the year			    —	  —	 198	 198

At 31 December 2007			   —	 —	 198	 198

Net book value:				  

At 31 December 2007			    —	  —	 789	 789

At 31 December 2006			    —	  —	 987	 987

At 1 January 2006			   49	 1,452	  —	 1,501

Customer lists and relationships are amortised over five years. The group has performed a valuation of the customer lists and relationships 
and considered its results to be a fair reflection of the value of the intangible assets. The review was based on projected cash flows from financial 
budgets approved by the board of directors for the years 2008 to 2010 and the assumption that current customer attrition rates will be 0% 
over the period and sales growth will be 0% each year. Management consider that a discount rate based on the company’s cost of capital 
of 20.4% is most appropriate and this has been applied to the future cash flows of the current customer relationships.
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 notes to the consolidated financial statements continued
for the year ended 31 December 2007

12. Property, plant and equipment
			   Leasehold	 Plant and	 Fixtures and	 IT project	  
			   improvements	 machinery	 fittings	 costs	 Total 
			   £’000	 £’000	 £’000	 £’000	 £’000

Cost:					   

At 1 January 2006		  990	 3,179	 4,074	 420	 8,663

Exchange adjustment		   —	 (23)	 (53)	  —	 (76)

Additions		   —	 233	 8	 27	 268

Acquisition of a subsidiary		  144	 810	 8	  —	 962

Disposals – discontinued operations		  (50)	 (289)	 (3,415)	  —	 (3,754)

At 31 December 2006		  1,084	 3,910	 622	 447	 6,063

Exchange adjustment		   —	 (5)	 (2)	 (3)	 (10)

Disposals		   —	 (511)	  —	  —	 (511)

Additions		   —	 70	 3	  —	 73

At 31 December 2007		  1,084	 3,464	 623	 444	 5,615

Accumulated depreciation:					   

At 1 January 2006		  215	 2,887	 3,582	 90	 6,774

Exchange adjustment		   —	 (16)	 (44)	  —	 (60)

Provided during the year		  47	 229	 91	 126	 493

Acquisition of a subsidiary		  56	 586	 5	  —	 647

Disposals – discontinued operations		  (41)	 (263)	 (3,054)	  —	 (3,358)

At 31 December 2006		  277	 3,423	 580	 216	 4,496

Exchange adjustment		   —	 (4)	 (5)	 (1)	 (10)

Disposals		   —	 (511)	  —	  —	 (511)

Provided during the year		  73	 258	 37	 106	 474

At 31 December 2007		  350	 3,166	 612	 321	 4,449

Net book value:					   

At 31 December 2007		  734	 298	 11	 123	 1,166

At 31 December 2006		  807	 487	 42	 231	 1,567

At 1 January 2006		  775	 292	 492	 330	 1,889

The carrying amount of plant and machinery includes £172,000 (2006: £402,000) in respect of assets held under finance leases.

13. Subsidiaries
A list of significant investments in subsidiaries, including the name, country of incorporation, proportion of ownership interest is given in note 3 
to the company’s separate financial statements.

14. Inventories
						      2007	 2006 
Group					     £’000	 £’000

Raw materials and consumables					     30	 29

Work in progress				    	 9	 32

						      39	 61

In 2007, a total of £nil was included in the income statement as an expense (2006: £nil). This includes an amount of £nil resulting from write-down 
of inventories (2006: £nil).
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15. Trade and other receivables
						      2007	 2006 
						      £’000	 £’000

Trade receivables					     1,527	 1,682

Other receivables and prepayments					     164	 474

						      1,691	 2,156

All of Imagelinx receivables have been reviewed for indicators of impairment. Certain trade receivables were found to be impaired and 
a provision of £173,000 (2006: £120,000) has been recorded accordingly.

Some of the unimpaired trade receivables are past due as at the reporting date. The age of the financial assets past due but not impaired 
is as follows: 
						      2007	 2006 
						      £’000	 £’000

Not more than three months					     614	 393

More than three months but not more than six months					     116	 320

						      730	 713

The carrying amount of trade and other receivables approximates to their fair value.

16. Trade and other payables 
						      2007	 2006 
						      £’000	 £’000

Trade payables					     402	 701

Taxation and social security costs				    	 133	 211

Other payables and accruals				    	 458	 809

					     	 993	 1,721

The carrying amount of trade and other payables approximates to their fair value. 

17. Obligations under leases and hire purchase contracts
Amounts due under finance leases and hire purchase contracts:
		  Gross lease		  Interest chargeable		  Net present value  
		  payment	 	 to future periods	 	 of lease payments

		  2007	 2006	 2007	 2006	 2007	 2006 
Group	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000

Amounts payable:		

– within one year	 175	 175	 33	 35	 142	 140

– in the second to fifth years inclusive	 22	 217	 2	 43	 20	 174

		  197	 392	 35	 78	 162	 314

The obligations derive mainly from IT equipment leases where the risks and rewards of ownership are considered to be with the group and 
which are therefore accounted for as finance leases. For the year ended 31 December 2007, the average effective borrowing rate was 10.9% 
(2006: 10.9%). Interest rates are fixed at the contract date. All leases are on a fixed repayment basis.

The fair value of the group’s lease obligations approximates their carrying amount.

The group’s obligations under finance leases are secured by the lessor’s charges over the leased assets.

18. Operating lease arrangements
At the balance sheet date, the group had outstanding commitments for future minimum lease payments under non-cancellable operating 
leases, which fall due as follows:
				    Land and		  Land and	  
				    buildings	 Other	 buildings	 Other 
				    2007	 2007	 2006	 2006 
				    £’000	 £’000	 £’000	 £’000

Within one year			   —	 49	 —	 1

In two to five years			   262	 10	 179	 48

In over five years			   1,638	 —	 1,755	 —

				    1,900	 59	 1,934	 49

Operating lease payments represent rentals payable by the group for certain properties and motor vehicles.
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