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Introduction

Our first full year as a listed company has seen us move out of the product investment phase, into a focused sales push, which is now resulting in a steady month-on-month increase in sales. It has taken us some time to reach this position, having first to build up a global network of IT and telecoms resellers able to sell our products to their customers around the world.  This represents a distinct improvement over the previous sales and marketing effort. Since the product restructuring in October 2006 we now have a network of 15 quality resellers covering several continents and it is anticipated that this robust growth will continue during the current year. As we announced at the time of the last interim results, we are also part of IBM’s Global Technology Unit and are seeing a solid pipeline of leads generated through this network. 
Our decision taken in October 2006 to move away from the carrier market, where we were experiencing overly long sales cycles has allowed us to focus on developing the corporate market. We continue to support our existing carrier customers, such as Bezeq International and Midas Telecom, and we have had success in expanding our deployment within those customers but now believe the current demand to be greater amongst the enterprise market.

We have recently added to our product line another advanced enterprise product, incorporating an IP based telephone system, mail server and backup system which has received excellent reviews from our resellers. This is an evolution of our product launched in October 2006, and it is anticipated that the solution will be formally launched in the next few weeks.  We look forward to updating shareholders on sales of the product in due course. Our enterprise customers include NeuStar, Bezeq, Israel’s largest telecommunication provider; Followap, a developer of software for global mobile carriers; Luz II, a leading Solar Energy solutions company based in Israel and San Francisco; and one of Israel’s largest manufacturers and integrators of advanced defence systems.
Results

Revenues for the year increased to £305,281 (FY2005: £73,294). Revenues for the year fell considerably short of those anticipated at the time of the IPO in May 2006, due to considerable time and resource being expended in seeking to close several large opportunities, predominantly within residential developments in Spain. The Board took the decision in October 2006 to withdraw from our previous marketing model and focus on the enterprise market where demand is consistent and shorter sales cycle for the Company’s products prevail. 

Loss on ordinary activities before tax increased to £537,831 (FY2005: £12,532) due to investment in the advanced enterprise product, and the growth of the reseller network.  

Net cash carried forward was £10,349 (FY2005: £173).  As a result, the auditors have, in their audit report, drawn attention to the going concern basis used by the Directors in the accounts.
In May 2007, following the year end the Company completed the placing of 4,876,000 shares representing 19.48 per cent. of the Company’s issued share capital, at a price of 4.5 pence equating to £219,420 before expenses.  These shares were held by Andrew Caird, the Company’s former chairman, and were sold for the Company’s benefit as part of the arrangements surrounding his departure from the Company.
Operations

As stated above, we have been able this year to move out of an R&D phase into a greater focus on sales and marketing. As the product development cycle is largely complete at present, we have been able to reduce our R&D capacity by roughly 50% whilst increasing our sales and support teams. We are also investing in a new online sales channel strategy, enabling the sale of our products direct to the general public, and also acting as a reference site for our reseller network. 
Market developments

Our key market continues to be the UK and Western Europe, from which we derived a large proportion of our revenues in 2006 and expect to do so again in 2007. However we are seeing large growth potential from developing countries, such as those in Central and South America, East Central Africa and some of Eastern Europe, where investment is now being made in an IP infrastructure. The increased availability of bandwidth, and the reduced cost of infrastructure, means communications are now accessible to parts of the world where the infrastructure was previously too expensive.
Outlook

We are satisfied with the manner in which we have adapted our products and sales strategy to match the demand in the market over the previous year. We believe our IP telephony products are now well positioned to service the enterprise market, and, with a strong distribution and reseller network in place, we expect to achieve steady levels of growth over the coming year.
R. Cohen

Chairman

Dated: 29 June 2007

The directors present their report and group financial statements for the year ended 31 December 2006.
Principal activity, trading review and future developments

The principal activity of the group continues to be that of a telecommunication software provider.

A detailed review of the activities and details of future developments are included in the Chairman’s Statement.

Risks and Uncertainties

The principal risk facing the business is that it might not secure sufficient funding to meet liabilities and grow the business in order to create shareholder value.

Results and dividends

The trading loss for the year after taxation was £537,831 (2005: £30,856). 

Directors and their interests

The directors who served during the year were:

	
	
	

	A. Caird (resigned 18 October 2006)
	
	

	R. Cohen
	
	

	P. Dodds (appointed 5 April 2006 and resigned 31 December 2006)
	
	

	N. Simionovich (appointed 5 April 2006)
	
	

	R.Harris (appointed 5 April 2006)
	
	


CODE OF BEST PRACTICE (“The Combined Code”)

a. Corporate governance 

The directors have complied with The Combined Code on Corporate Governance, insofar as possible given the company’s size and the constitution of the board.  

b. Internal financial control 

The directors are responsible for the systems of internal control which they deem appropriate for the company. The directors have implemented systems to ensure that there is reasonable assurance of effective and efficient operation, financial monitoring, the prevention of and detection of errors and irregularities and compliance with laws and regulations.  A system of internal control cannot give absolute assurance against material misstatement or loss. 

c. Going concern 

The directors have made enquiries and have a reasonable expectation that the company will have adequate resources to continue in operational existence for the foreseeable future. They have therefore adopted the going concern basis in preparing the financial statements. 

d. Directors’ emoluments 

The board is currently restricted to two directors. As such, their performance is directly linked to the performance of the company. Accordingly, the directors consider that the structure and scale of their remuneration can be set fairly on an annual basis with due regard to the interests of shareholders without the need for a Remuneration Committee. 

e. Communicating with institutional and private shareholders. 

The company values the views of its shareholders and recognises their interest in the company’s strategy and performance.  The Board is available to discuss current events with its institutional and private shareholders and positively encourages attendance at the annual general meeting. 

f. Audit Committee 

Given the size of the company, the directors do not think it appropriate to have an audit committee. However, as directors they do examine the process of financial reporting within the company, review the company’s accounting policies and monitor the integrity of the financial statements.  They also review the company’s system of internal control and processes for monitoring and evaluating the risks facing the company.  The directors monitor the auditors’ independence and cost-effectiveness and review the scope and results of the audit with them.  

The directors’ policy is to undertake an assessment of the auditors’ independence each year which includes: 

· a review of non-audit services provided to the company and related fees; 

· discussion with the auditors of all relationships with the company and any other parties that could affect independence or the perception of independence; 

· a review of the auditors’ own procedures for ensuring the independence of the audit firm and partners and staff involved in the audit, including the regular rotation of the audit partner; and 

· obtaining written confirmation from the auditors that, in their professional judgement, they are independent. 
A summary of the fees payable to the external audit firm in respect of both audit and non-audit services during the year is set out in note 3 to the financial statements.
Creditor Payment Policy

The company has no formal code or standard which deals specifically with the payment of suppliers.  However the company’s policy on the payment of all creditors is to ensure that the terms of payment as specified and agreed with suppliers are not exceeded. At the year end trade creditors represented 56 days (2005: 326 days).

Auditors

Statement of disclosure to auditors:

So far as each of the directors is aware:


(a)
there is no relevant audit information of which the company’s auditors are unaware; and


(b)
they have each taken all steps that they ought to have taken to make themselves aware of any   relevant audit information and to establish that the auditors are aware of that information.

A resolution to reappoint HW Fisher & Company as auditors shall be put to the members at the Annual General Meeting.

By order of the Board

R. Cohen

Director

Dated : 29 June 2007

The Directors are responsible for preparing 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 the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). The financial statements are required by law to give a true and fair view of the state of affairs of the group and company and of the profit and loss of the group for that period.

In preparing those financial statements the directors are required to:

· select suitable accounting policies and then apply them consistently;

· make judgements and estimates that are reasonable and prudent;

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

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

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

We have audited the financial statements of Atelis Plc for the year ended 31 December 2006 set out on pages 9 to 21.  These financial statements have been prepared under the accounting policies set out on pages 13 to 14.

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 the opinions we have formed.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the Annual Report and the financial statements in accordance with applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and International Standards on Auditing (UK & Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and are 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.

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, of if information specified by law regarding directors’ remuneration and other transactions is not disclosed.

We read the other information contained in the Annual Report, and consider whether it is consistent with the audited financial statements.  This other information comprises only the Directors’ Report and Chairman’s Statement.  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 Opinion

We conducted our audit in accordance with International Standards on Auditing (UK & 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 judgements made by the directors in the preparation of the financial statements, and of whether the accounting policies are appropriate to the company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit 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 the 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 financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting Practice, of the state of the group’s and company’s affairs as at 31 December 2006 and of the group’s loss for the year then ended:

· the financial statements have been properly prepared in accordance with the Companies Act 1985; and

· the information given in the Directors’ Report is consistent with the financial statements.

Emphasis of Matter - Going Concern
In forming our opinion on the financial statements, which is not qualified, we have considered the adequacy of the disclosure made in note 1.2 to the financial statements concerning the group’s ability to continue as a going concern.  The group incurred a net loss of £537,831 during the year ended 31 December 2006 and had an amount of £10,349 in cash at that date.  These conditions indicate the existence of a material uncertainty which may cast significant doubt about the group’s ability to continue as a going concern.  The financial statements do not include the adjustments that would result if the group were unable to continue as a going concern.

HW Fisher & Company

Chartered Accountants and Registered Auditor

Acre House

11-15 William Road

London

NW1 3ER

Dated:  29 June 2007

	
	Notes
	2006
	
	2005

	
	
	£
	
	£

	
	
	
	
	

	Turnover
	2
	305,281
	
	73,294

	
	
	
	
	

	Cost of sales
	
	(106,704)
	
	(21,921)

	
	
	
	
	

	
	
	
	
	

	Gross profit
	
	198,577
	
	51,373

	
	
	
	
	

	Administrative expenses
	
	(730,411)
	
	(63,905)

	
	
	
	
	

	
	
	
	
	

	Operating loss
	3
	(531,834)
	
	(12,532)

	
	
	
	
	

	Other interest payable and similar expense
	6
	(5,997)
	
	-

	
	
	
	
	

	
	
	
	
	

	Loss on ordinary activities before taxation
	
	(537,831)
	
	(12,532)

	
	
	
	
	

	Taxation
	7
	-
	
	(18,324)

	
	
	
	
	

	
	
	
	
	

	Loss on ordinary activities after taxation being retained profit for the year
	15
	(537,831)
	
	(30,856)

	
	
	
	
	

	
	
	
	
	

	Loss per share – basic and diluted
	9
	(0.023)p
	
	(0.002)p

	
	
	
	
	


The operating loss for the year arises from the group’s continuing operations.

No separate statement of total recognised gains and losses has been presented as all such gains and losses have been dealt with in the profit and loss account.

	
	Notes
	
	
	2006

	
	
	
	
	£

	
	
	
	
	

	Fixed assets
	
	
	
	

	Tangible assets
	10
	
	
	131,590

	
	
	
	
	

	Current assets
	
	
	
	

	Debtors
	12
	
	
	315,498

	Cash at bank and in hand
	
	
	
	10,349

	
	
	
	
	

	
	
	
	
	325,847

	
	
	
	
	

	Creditors: amounts falling due within one year
	13
	
	
	(250,594)

	
	
	
	
	

	
	
	
	
	

	Net current assets
	
	
	
	75,253

	
	
	
	
	

	
	
	
	
	

	Total assets less current liabilities
	
	
	
	206,843

	
	
	
	
	

	
	
	
	
	

	Capital and reserves
	
	
	
	

	
	
	
	
	

	Share capital
	14
	
	
	62,562

	Share premium
	15
	
	
	712,968

	Profit and loss account
	15
	
	
	(568,687)

	
	
	
	
	

	
	
	
	
	

	Shareholders’ funds 
	16
	
	
	206,843

	
	
	
	
	

	
	
	
	
	


Approved by the Board and authorised for issue on  29 June 2007

R. Cohen

Director

	
	Notes
	2006
	
	2005

	
	
	£
	
	£

	
	
	
	
	

	Fixed assets
	
	
	
	

	Tangible assets
	10
	112,043
	
	1,001

	Investments
	11
	12
	
	-

	
	
	
	
	

	
	
	
	
	

	
	
	112,055
	
	1,001

	
	
	
	
	

	Current assets
	
	
	
	

	Debtors
	12
	269,447
	
	73,294

	Cash at bank in hand
	
	3,687
	
	173

	
	
	
	
	

	
	
	
	
	

	
	
	273,134
	
	73,467

	
	
	
	
	

	Creditors: amounts falling due within one year
	13
	(161,903)
	
	(55,324)

	
	
	
	
	

	
	
	
	
	

	Net current assets
	
	111,231
	
	18,143

	
	
	
	
	

	
	
	
	
	

	Total assets less current liabilities
	
	223,286
	
	19,144

	
	
	
	
	

	
	
	
	
	

	Capital and Reserves
	
	
	
	

	Share capital
	14
	62,562
	
	50,000

	Share premium
	15
	712,968
	
	-

	Profit and loss account
	15
	(552,244)
	
	(30,856)

	
	
	
	
	

	
	
	
	
	

	Shareholders’ funds 
	16
	223,286
	
	19,144

	
	
	
	
	


Approved by the board and authorised for issue on 29 June 2007

R. Cohen

Director

	
	Notes
	2006
	
	2005

	
	
	£
	
	£

	
	
	
	
	

	Net cash outflow from operating activities
	17
	(565,021)
	
	(48,825)

	
	
	
	
	

	Returns on investments and servicing of finance:
	
	
	
	

	
	
	
	
	

	Interest paid
	
	(997)
	
	-

	
	
	
	
	

	Capital expenditure:
	
	
	
	

	
	
	
	
	

	Purchase of tangible assets
	
	(161,086)
	
	(1,001)

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Net cash outflow before financing
	
	(727,104)
	
	(49,826)

	
	
	
	
	

	Financing:
	
	
	
	

	Proceeds from share issue
	
	1,006,250
	
	49,999

	Costs paid re share issue
	
	(268,970)
	
	-

	
	
	
	
	

	
	
	
	
	

	Net cash inflow from financing
	
	737,280
	
	49,999

	
	
	
	
	

	
	
	
	
	

	Increase in cash in the year 
	18
	10,176
	
	173

	
	
	
	
	

	
	
	
	
	

	RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET FUNDS
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Net funds at 1 January 2006 
	18
	173
	
	-

	
	
	
	
	

	
	
	
	
	

	Net Funds at 31 December 2006 
	18
	10,349
	
	173

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


1.
Accounting policies

1.1 Basis of preparation

The financial statements have been prepared under the historical cost convention and on a going concern basis.

The financial statements have been prepared in accordance with United Kingdom applicable accounting standards (United Kingdom Generally Accepted Accounting Practice), which are applied consistently (except as otherwise stated).

1.2 Going Concern

The financial statements have been prepared on a going concern basis on the basis that the directors will be able to secure sufficient funds to ensure that the group can continue to meet its liabilities as and when they fall due and are actively reviewing future funding requirements.  The financial statements do not contain any adjustments that would be necessary should this basis not be appropriate.

1.3 Turnover

Turnover represents the invoiced value of goods sold and services provided net of VAT.

1.4 Research and Development

Research expenditure is written off to the profit and loss account in the year which it is incurred.  Development expenditure is written off in the same way unless the directors are satisfied as to the technical, commercial and financial viability of individual projects.  In this situation, the expenditure is deferred and amortised over the period during which the company is expected to make sales.

1.5 Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less depreciation.  Depreciation is provided on all tangible fixed assets at rates calculated to write off the cost less estimated residual value of each asset over its expected useful life, as follows:

Computer Equipment 

20%   straight line

Office equipment


20%   straight line

1.6 Deferred taxation

Deferred tax is provided in full on timing differences which result in an obligation at the balance sheet date to pay more tax, or a right to pay less tax, at a future date, at rates expected to apply when they crystallise based on current tax rates and law.  Timing differences arise from the inclusion of items of income and expenditure in taxation computations in periods different from those in which they are included in the financial statements. Deferred tax assets are recognised to the extent that it is regarded as more likely than not that they will be recovered.  Deferred tax assets and liabilities are not discounted.

1.7 Foreign currency translation

Transactions denominated in foreign currencies are recorded at the rate of exchange ruling at the date of the transaction.

The financial statements of the foreign subsidiary are translated into sterling at the rate of exchange at the balance sheet date.  

1.8 Basis of consolidation
The consolidated profit and loss account and balance sheet include the financial statements of the company and its subsidiary undertaking, Atelis Israel Limited, made up to 31 December 2006.  Atelis Israel Limited was incorporated during the year.  Intra-group sales and profits are eliminated fully on consolidation.  A separate profit and loss account dealing with the results of the company only has not been presented as permitted by Section 230 of the Companies Act 1985.

The consolidated balance sheet shows no comparatives as these are reflected in the company’s results for 2005 in the company balance sheet.

2.
Turnover


Geographical market

	
	
	Turnover

	

	
	2006
	
	2005

	
	
	£
	
	£

	
	
	
	
	

	Europe
	
	305,281
	
	73,294

	
	
	
	
	


3.
Operating loss

	

	
	2006
	
	2005

	
	
	£
	
	£

	
	
	
	
	

	Operating loss is stated after charging:
	
	
	
	

	Depreciation on tangible assets
	
	30,497
	
	-

	Auditors’ remuneration – audit services
	
	11,000
	
	2,000

	                                       – non audit services
	
	-
	
	-

	
	
	
	
	


The auditors provided non-audit services of £75,000 associated with the fundraising in May 2006. These costs have been offset against the share premium account.

4.
Directors’ emoluments

	

	
	2006
	
	2005

	
	
	£
	
	£

	
	
	
	
	

	Aggregate emoluments
	
	72,254
	
	7,000

	
	
	
	
	



The number of directors with benefits accruing under pension arrangements is nil (2005: nil).

5.
Employees


Number of employees


The average monthly number of employees during the year was:

	
	
	2006
	
	2005

	
	
	No
	
	No

	
	
	
	
	

	Administration
	
	6
	
	4

	Technical
	
	9
	
	-

	
	
	
	
	

	
	
	15
	
	4

	
	
	
	
	


	Employment Costs – including directors
	
	2006
	
	2005

	
	
	£
	
	£

	Wages and salaries
	
	171,288
	
	7,000

	Social security costs
	
	4,502
	
	-

	
	
	
	
	

	
	
	175,790
	
	7,000


6.
Interest payable and similar charges

	
	
	2006
	
	2005

	Interest payable on:
	
	£
	
	£

	Overdraft
	
	997
	
	-

	Other loans
	
	5,000
	
	-

	
	
	5,997
	
	-

	
	
	
	
	


7. Tax on loss on ordinary activities
	

	2006
	
	2006
	
	2005
	
	2005

	
	£
	
	£
	
	£
	
	£

	Current tax
	
	
	
	
	
	
	

	UK corporation tax
	
	
	
	
	
	
	

	Foreign tax
	-
	
	
	
	18,324
	
	

	
	
	
	-
	
	
	
	18,324

	
	
	
	
	
	
	
	

	Factors affecting the tax charge for the period
	
	
	
	
	
	

	Loss on ordinary activities before taxation
	
	
	(537,381)
	
	
	
	(12,532)

	
	
	
	
	
	
	
	

	Loss on ordinary activities before taxation multiplied by standard rate of UK corporation tax of 30.00% (2005: 30.00%)
	
	
	(161,214)
	
	
	
	(3,760)

	
	
	
	
	
	
	
	

	Effects of:
	
	
	
	
	
	
	

	Depreciation
	
	
	9,149
	
	
	
	-

	Israeli Turnover Tax
	
	
	-
	
	
	
	18,324

	Movement in tax losses
	
	
	152,065
	
	
	
	3,760

	
	
	
	
	
	
	
	

	Current tax charge
	
	
	-
	
	
	
	18,324

	
	
	
	
	
	
	
	


Atelis Plc has estimated trading losses of £537,000 (2005: £30,856) available for carry forward against future trading profits.  These losses give rise to a deferred tax asset of £161,000 (2005: £9,256) at a tax rate of 30% (2005: 30%).  This asset has not been recognised in these financial statements.
8. Loss for the financial year
As permitted by Section 230 of the Companies Act 1985 the holding company’s profit and loss account has not been included in these financial statements.  The retained loss of the company for the year was £521,388 (2005: £30,856).

9. Loss per share
Basic earnings per ordinary share have been calculated using the weighted average number of shares in issue during the financial year. The weighted average number of equity shares in issue is 23,305,822 (2005: 12,493,301) and the loss after tax is £537,831 (2005: £30,856). 

10.
Tangible fixed assets

	

	
	
	
	
	Company Computer & office equipment
	
	Group Computer & office equipment

	
	
	
	
	
	£
	
	£

	Cost
	
	
	
	
	
	
	

	At 1 January 2006
	
	
	
	
	1,001
	
	1,001

	Additions
	
	
	
	
	138,371
	
	161,086

	
	
	
	
	
	
	
	

	At 31 December 2006
	
	
	
	
	139,372
	
	162,087

	
	
	
	
	
	
	
	

	Depreciation
	
	
	
	
	
	
	

	At 1 January 2006
	
	
	
	
	-
	
	-

	Charge for the year
	
	
	
	
	27,329
	
	30,497

	
	
	
	
	
	
	
	

	At 31 December 2006
	
	
	
	
	27,329
	
	30,497

	
	
	
	
	
	
	
	

	Net book value
	
	
	
	
	
	
	

	At 31 December 2006
	
	
	
	
	112,043
	
	131,590

	
	
	
	
	
	
	
	

	At 31 December 2005
	
	
	
	
	1,001
	
	1,001

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


11.
Fixed asset investments 
	

	
	
	
	
	
	
	Company

Shares in subsidiary

undertakings

	
	
	
	
	
	
	
	£

	Cost
	
	
	
	
	
	
	

	At 1 January 2006
	
	
	
	
	
	
	-

	Additions
	
	
	
	
	
	
	12

	
	
	
	
	
	
	
	

	At 31 December 2006
	
	
	
	
	
	
	12

	
	
	
	
	
	
	
	

	At 31 December 2005
	
	
	
	
	
	
	-



Holdings of more than 20%


The company holds more than 20% of the share capital of the following company:




Shares held


Company
Country of incorporation
Class
%
Principal Activity


Subsidiary undertaking:


Atelis Israel Ltd.
Israel
Ordinary
100
Telecommunications

12.
Debtors

	
	Group
	
	Company

	

	2006
	
	2006
	
	2005

	
	£
	
	£
	
	£

	
	
	
	
	
	

	Trade debtors
	93,987
	
	50,000
	
	73,294

	Amounts owed by subsidiary undertakings
	-
	
	237
	
	-

	Other debtors
	221,511
	
	219,210
	
	-

	
	
	
	
	
	

	
	315,498
	
	269,447
	
	73,294

	
	
	
	
	
	


Included in Other debtors is an amount of £208,424, which relates to costs incurred by the company which, after the year end were recouped from the sale of Andrew Caird’s 4,876,000 shares in the Company at a price of 4.5 pence each.  These shares were sold on 17 May 2007 for the Company’s benefit as part of the arrangements surrounding his resignation as director of the Company.

13.
Creditors: amounts falling due within one year

	
	Group
	
	Company

	

	2006
	
	2006
	
	2005

	
	£
	
	£
	
	£

	
	
	
	
	
	

	Trade creditors
	147,446
	
	96,232
	
	-

	Corporation tax
	18,324
	
	18,324
	
	18,324

	Other taxes & social security costs
	4,703
	
	4,703
	
	-

	Other creditors
	44,957
	
	27,530
	
	35,000

	Accruals and deferred income
	35,164
	
	15,114
	
	2,000

	
	
	
	
	
	

	
	250,594
	
	161,903
	
	55,324

	
	
	
	
	
	


14.
Share capital

	

	
	
	2006
	
	2005

	
	
	
	£
	
	£

	Authorised
	
	
	
	
	

	1,000,000,000 ordinary shares of £0.0025 each
	
	
	2,500,000
	
	2,500,000

	
	
	
	
	
	

	Allotted, called up and fully paid
	
	
	
	
	

	25,025,000 ordinary shares of £0.0025 each 

(2005 20,000,000 shares £0.0025 each)
	
	
	62,562
	
	50,000


On 10 April 2006 the company issued 25,000 ordinary shares at 25p resulting in a share premium of £6,188. On 5 May 2006 the company issued 5,000,000 ordinary shares at 20p resulting in a share premium of £987,500.

15.
Statement of movement on reserves - Group

	
	Share Premium
	
	    Profit and Loss
	
	Total

	
	£
	
	£
	
	£

	
	
	
	
	
	

	Balance at 1 January 2006
	-
	
	(30,856)
	
	(30,856)

	Proceeds from shares issued
	993,688
	
	-
	
	993,688

	Costs related to share issue
	(280,720)
	
	-
	
	(280,720)

	Loss for the year
	-
	
	(537,831)
	
	(537,831)

	
	
	
	
	
	

	Balance at 31 December 2006
	712,968
	
	(568,687)
	
	144,281

	
	
	
	
	
	


Statement of movement on reserves - Company

	
	Share Premium
	
	    Profit and Loss
	
	Total

	
	£
	
	£
	
	£

	
	
	
	
	
	

	Balance at 1 January 2006
	-
	
	(30,856)
	
	(30,856)

	Proceeds from shares issued
	993,688
	
	-
	
	993,688

	Costs related to share issue
	(280,720)
	
	-
	
	(280,720)

	Loss for the year
	-
	
	(521,388)
	
	(521,388)

	
	
	
	
	
	

	Balance at 31 December 2006
	712,968
	
	(552,244)
	
	160,724

	
	
	
	
	
	


16.
Reconciliation of movements in shareholders’ funds

	
	Group
	
	Company
	
	Company

	
	£
	
	£
	
	£

	
	2006
	
	2006
	
	2005

	
	
	
	
	
	

	Loss for the financial period
	(537,831)
	
	(521,388)
	
	(30,856)

	New share capital subscribed
	725,530
	
	725,530
	
	49,999

	
	
	
	
	
	

	Net addition to shareholder’s funds 
	187,699
	
	204,142
	
	19,143

	Opening shareholder’s funds
	19,144
	
	19,144
	
	1

	
	
	
	
	
	

	Closing shareholders’ funds
	206,843
	
	223,286
	
	19,144

	
	
	
	
	
	


17.
Net cash outflow from operating activities 

	
	
	
	£
	
	£

	
	
	
	2006
	
	2005

	
	
	
	
	
	

	Reconciliation to operating loss
	
	
	
	
	

	
	
	
	
	
	

	Operating loss
	
	
	(531,834)
	
	(12,532)

	Depreciation
	
	
	30,497
	
	-

	Increase in debtors
	
	
	(241,065)
	
	(73,293)

	Increase in creditors
	
	
	177,381
	
	37,000

	
	
	
	
	
	

	
	
	
	(565,021)
	
	(48,825)

	
	
	
	
	
	


18.
Analysis of net funds

	
	At 1 January 2006
	
	Cash flow
	
	At 31 December 2006

	
	£
	
	£
	
	£

	
	
	
	
	
	

	Cash at bank and in hand
	173
	
	10,176
	
	10,349

	
	
	
	
	
	


19.
Financial Instruments

In relation to the disclosures made below:

· As permitted by FRS 13, short term debtors and creditors are not treated as financial assets or financial liabilities except for the currency disclosures;

· The company does not hold or issue derivative financial instruments for trading purposes; and

· The company does not enter into forward exchange contracts

Interest rate risk 

The group's exposure to changes in interest rates relates primarily to cash at bank. Cash is held either on current or on short-term deposits at floating rates of interest determined by the relevant bank's prevailing base rate. The group seeks to obtain a favourable interest rate on its cash balances through the use of bank treasury deposits. 

Currency risk

The group’s financial assets and liabilities as at 31 December 2006 are denominated in sterling.  The group has operations in Israel and is exposed to foreign exchange risks primarily with respect to Israeli New Shekels.  The group finances overseas operations through working capital and does not have any borrowings denominated in foreign currency. 
Borrowing facilities

The operations to date have been financed through the placing of shares and the company did not have or request bank-borrowing facilities during the period. The directors consider that there is no significant difference between the book value and fair value of the group’s financial assets and liabilities.

20.
  Related party transactions

During the year under review Coleshill Consultants Limited, a company registered in England and Wales, received payments of £9,362 (2005: £nil).  This company is owned and controlled by Peter Dodds, who acted as a director during the year.

Included in Other creditors is a loan of £24,480 from S. Tucker who under FRS 8 is considered to be a related party by virtue of her relationship with I. Farrell, a shareholder of the Company. The loan is not subject to any formal terms however interest of £5,000 has been accrued in the accounts to provide for any such costs.
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