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OPERATING & FINANCIAL REVIEW

INTRODUCTION

CustomVis, which designs and markets surgical laser vision
equipment for custom surgery, is pleased to announce its
results for the year ended 30 June 2005.

The Group was admitted to the Alternative Investment Market
in London on 8 July 2003, having raised £11.5m, before
costs, through an institutional placing.

Delays resulting from forced Pulzar Z1 design changes and in
completion of the Tracey wavefront interface have negatively
impacted our ability to obtain the clinical data required to
achieve the sales previously forecast. As a result cash reserves
have been depleted and the group has been forced to
dramatically reduce the cash burn rate. At 30 June 2005 the
group had bank balances totalling £1.96 million in cash.

The cash burn rate has been reduced from the 2004/5 average
of £410,000 per month to approximately £150,000 per month
post year end and the directors have taken significant pay cuts.

FINANCIAL RESULTS

The Group recorded a loss after tax of £4,637,510 (2004:
£4,010,932) for the year ended 30 June 2005 on sales of
£150,743 (2004: £8,851). This reflects the write-off of
goodwill of £1.2 million arising on consolidation but also the
impact of cost cutting measures introduced during the year.
This equated to a loss of 13.4p (2004: loss of 11.6p) per share.

Group net assets at 30 June 2005 were £3.1m (2004:
£7.4m). This included intangible assets of £nil (2004: £1.2m)
and net current assets of £2.7m (2004: £5.9m), which
includes cash funds of £2.0m (2004: £6.9m). Net
expenditure per month is at present approximately £0.15m.

In July 2004, the Convertible Loan of £1.34m was fully repaid.

Given that the current focus of all Group resources is the
commercialisation of the CustomVis™ System the Board does
not propose to pay a dividend.
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OVERVIEW OF BUSINESS

BUSINESS PROGRESS

Laser systems have now been installed in Columbia, Norway,
Germany, Greece, Korea, Singapore, Australia & the Middle
East with another laser, having been shipped to Holland,
awaiting installation. Four systems have been sold (three after
the year end) and the remaining systems are being used as
trial sites with a view to generating future revenues either
from the site concerned or from the clinical data.

In order to ensure the survival of the company, costs have been
cut significantly. The cash burn rate associated with overheads
was reduced to approximately £150,000 per month from
August 2005.

The Company has raised £1.47M (net of expenses) during
October through the issue of 30.1M new ordinary shares of
5p each at 5.75p per share. Expenses incurred for the issue
are expected to be in the vicinity of £0.26M.

MARKET

One laser sale was confirmed during the year ended 30 June
2005. Subsequent to year end a further three Pulzar Z1 sales
have been confirmed. Negotiations are being held with a
number of other interested parties.

MANAGEMENT & STAFF

Staffing levels have been reduced from a peak of close to 70
to 27 as at July 31st 2005 but with the majority of key
employees being retained.



COMMENTING ON THE OUTLOOK, BILL COLVIN,
CHAIRMAN OF CUSTOMVIS SAID:

“As a result of sales delays and the
depletion of cash reserves the group was
forced to reduce the cash burn rate.
Staffing levels and overheads have been
reduced substantially.”

As a result of the completion of the interface with the Tracey
wavefront device and encouraging clinical results sales have
now started to flow.

The immediate future of the Company has been secured by
the October 2005 capital raising; the group will now
concentrate on the key issue being to reach cash flow break-
even through further sales whilst continuing to closely
monitor expenditure levels”.
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FUTURE STHEQH L ONFO_G Y

REPORT OF THE DIRECTORS

The directors submit their report and the financial statement for the year ended 30 June 2005.

PRINCIPAL ACTIVITY

The principal activity of the Group is the manufacture and
sale of laser optical equipment for use within the laser vision
correction industry.

REVIEW OF THE BUSINESS

The Company floated on the Alternative Investment Market on
8 July 2003. Subsequent to the raising of funds through the
AIM listing the company experienced delays in achieving
forecast sales and consequently the group has significantly
reduced the cash burn rate. Subsequent to year end costs have
been cut significantly, three additional laser sales achieved and
additional funds have been raised. Further detail is given in the
Operating and Financial Review on pages 2 and 3.

GOING CONCERN

Having considered the guidance given in the document Going
Concern and Financial Reporting: Guidance for Directors of
Listed Companies issued in November 1994 by the Going
Concern Working Group, the directors have formed a
judgement that at the time of approving these financial
statements there is a reasonable expectation that the Group
has adequate resources to continue in operational existence
for the foreseeable future and therefore to adopt the going
concern basis for the financial statements

FUTURE DEVELOPMENTS

Over the coming twelve months the Group will undertake
further clinical trials on the lasers, continue to refine and
improve the laser system and actively market the product.
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RESEARCH AND DEVELOPMENT EXPENDITURE

During the financial year ended 30 June 2005 the Group has
undertaken research & development work in terms of
developing and improving the lasers for use in corrective eye
surgery, as well as the development of additional services
and products.

RESULTS AND DIVIDENDS

The Groups results for the year are set out on page 10.

The directors do not recommend payment of a final dividend.

POST BALANCE SHEET EVENTS

Since year end the company has further reduced its workforce;
additional sales have been achieved and additional funds of
£1.47M (net of expenses) have been raised. There are no
additional post balance sheet events requiring disclosure.

PAYMENT OF CREDITORS

It is the policy of the Company and the Group to settle
creditors’ accounts within the terms agreed with individual
suppliers at the inception of a contract or order being made.

As at 30 June 2005 the creditor days for the group was
calculated as 29 days (2004: 36 days).



DIRECTORS AND THEIR INTERESTS

The directors who served during the year and their interests in the Company at the balance sheet date and at the start of the year
(or date of appointment if later) are as stated below:

ORDINARY SHARES OF 5P EACH
2005 2004

Paul van Saarloos 8,869,000 8,869,000
Simon Gordon (resigned 02/11/04) 210,020
William Ardrey 4,288,718

Hugh Grant (resigned 02/11/04) 20
William Colvin 45,000
Emanuel Rosen

Mukesh Jain

Harry Sykes (resigned 07/07/04)

John McEvoy (appointed 03/03/05)

Dr William Ardrey’s 2004 shareholding included a non-beneficial interest in 4,288,718 shares as the appointed board nominee of
two shareholders, Custom Lasers Inc. and Asian Lasers Inc.

Dr William Ardrey resigned as an executive director and was appointed as non-executive director on 14 July 2004. Mr Harry Sykes
resigned on 7 July 2004.

DIRECTORS’ OPTIONS

In addition to the above shareholdings certain of the directors who served during the year also have the following share options
over ordinary shares of 5p each:

NUMBER OF OPTION SHARES
DATE OF AT 1 GRANTED/ AT 30 EXERCISE
NAME GRANT JULY 04 TRANSFERRED LAPSED JUNE 05 PRICE (£)

Simon Gordon 14 Jan 2003 1,007,231 (170,000) = 837,231 0.05

William Ardrey 20 Jan 2003 350,000 - - 350,000 0.62
Hugh Grant 20 Jan 2003 70,000 70,000 (70,000) 70,000 0.62
Mukesh Jain 10 Feb 2005 - 100,000 - 100,000 0.05
Mukesh Jain 10 Feb 2005 - 250,000 - 250,000 0.60

The market price of CustomVis shares at 30 June 2005 was £0.09. During the year the share price at its highest value was £0.33
and at its lowest was £0.06

The above options are exercisable within ten years of them being granted. Details of these options are given in note 26 to the
financial statements.
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C U S T ORNIFWIFS

DIRECTORS

NON EXECUTIVE DIRECTORS

At 30 June 2005 there were three non-executive directors of
CustomVis plc. Mr Bill Colvin and Mr Emanuel Rosen were
appointed on 2 July 2003. Dr William Ardrey relinquished his
position as an executive director and was appointed as a non-
executive on 14 July 2004.

WILLIAM COLVIN (Non-executive Chairman), aged 46, is
currently Chief Executive of NHP plc, a quoted nursing home
owner and operator, whose market capitalisation has
significantly increased since he was appointed Chief Executive
in November 2000. He is also currently a non-executive
director of Sondex plc, a technology company in the oil and
gas sector to the upstream oil and gas industry. Mr Colvin is
a Chartered Accountant.

EMANUEL ROSEN (Non-executive Director), aged 68, is
currently the medical director of Boots Opticians Eye Laser
Service. He is also a past president of the International
Implant Club, The European Society of Cataract and Refractive
Surgeons and the UK and Ireland Society of Cataract and
Refractive Surgeons. Mr Rosen has over 35 years of
experience in the medical field and is also the author and
editor of a number of publications, including being co-editor
of the major international peer review in the field, The Journal
of Cataract and Refractive Surgery.

DR WILLIAM ARDREY (Non-executive Director), aged 38, has
served as president, CEO, CFO, and marketing director of a
number of companies in the medical and technology fields.
He has led 5 technology companies from start up to trade
sales, and served as a president at Thomson Financial Services,
a US$2 billion publicly listed financial information provider.

Dr Ardrey is also a widely published author on marketing and
strategy, and a frequent visiting professor at such universities
as Columbia University, George Washington University,
University of Adelaide and University of Western Australia.
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EXECUTIVE DIRECTORS

The following executive directors served for the whole of the
financial year, unless otherwise stated, and were still executive
directors at the date of signing of the financial statements.
Mr Hugh Grant and Mr Simon Gordon served as executive
directors until their resignations on 2 November 2004.

DR PAUL VAN SAARLOOS (Chief Executive Officer), aged 42,
has significant experience managing medical technology
companies and creating patented, commercially successful
products in the field of refractive surgery. He holds over 100
patents, has co-authored over 30 published scientific papers
in the area of ophthalmic technology, and has developed,
patented and commercialised numerous technologies (e.g.
Zeiss Humphrey Atlas topographer; Dishler laser; Q-Vis laser).
Dr. Paul van Saarloos previously served as managing director
of Q-Vis, as a researcher at the Lions Eye Institute, and as a
laser physicist for numerous medical technology companies
involved in ophthalmology. Dr van Saarloos also performs the
role of Chief Scientist and Research and Development manager
on the CLVR Operations Board.

DR. MUKESH JAIN (Director — COO and Marketing Director),
aged 48, appointed 8 November 2003, has vast international
business exposure with qualifications in science and
engineering, which include PhD, M Eng Sc, M Sc, B Sc and
Grad. Dip. Business. He has worked in well-renowned
companies of the industry like NIDEK, Q-Vis and in Lions Eye
Institute. He has a proven track record as a successful
international sales and marketing executive. Complimented
with a strong entrepreneurial streak, Dr. Jain is also a
dedicated and innovative researcher.

MR JOHN MCEVOY (Finance Director & Company Secretary),
aged 44, has extensive experience in senior finance roles in
both the public and private sector. Previously employed as
financial controller and company secretary by the RZM Cable
Sands Group, a mineral sands mining group, with turnover of
over A$100 million per annum. John played a key role in the
sale of the group to BeMaX Resources NL. Joined CustomVis
plc in August 2004 and was appointed as executive finance
director in March 2005.



STATEMENT BY THE DIRECTORS ON COMPLIANCE
WITH THE CODE OF BEST PRACTICE

The Company complies so far as reasonable given the
Group's size and the constitution of the Board, with the
Combined Code.

The audit committee consists of William Colvin and Emanuel
Rosen, although the finance director would normally attend
audit committee meetings as an invitee. This committee
plans to meet twice a year and is responsible for ensuring that
the financial performance of the Group is properly reported
on and monitored. The committee also meets with the
auditors and reviews their reports relating to the accounts
and internal control systems.

The remuneration committee consists of William Colvin and
Emanuel Rosen although the Chief Executive Officer will
normally attend as an invitee (except when his own
remuneration is being considered). This committee makes
recommendations to the Board of the Company on matters
relating to the remuneration and terms of employment of the
existing and proposed Executive Directors of the Company
and on proposals for the granting of share options pursuant
to any share option scheme in operation.

STATEMENT OF DIRECTORS' RESPONSIBILITIES

Company law requires the directors to prepare financial
statements for each financial year that give a true and fair
view of the state of the affairs of the Company and the Group
and of the profit/loss of the Group for that year. In preparing
these financial statements the directors are required to:

* select suitable accounting policies and apply them
consistently;

* make judgements and estimates that are reasonable and
prudent;

state whether applicable 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 Company will
continue in business.

The directors are responsible for keeping proper accounting
records which disclose with reasonable accuracy at any time
the financial position of the Company and the Group and to
enable them to ensure that the financial statements comply
with the Companies Act 1985. It is also the responsibility of
the directors to ensure that the annual report includes the
information required by the AIM rules. They are also
responsible for safeguarding the assets of the Company and
the Group and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

The directors are responsible for ensuring that the Report of
the Directors and other information included in the annual
report is prepared in accordance with Company law in the
United Kingdom.

AUDITORS

On 23 May 2005, PKF transferred their business to PKF (UK)
LLP, a limited liability partnership. Under section 26(5) of the
Companies Act 1989, the Company consented to extend the
audit appointment to PKF (UK) LLP from 23 May 2005.
Accordingly, the audit report has been signed by PKF (UK) LLP
and a resolution for the reappointment of PKF (UK) LLP will be
proposed at the Annual General Meeting of the Company.

This report was approved by the Board on 20th October,
2005 and signed on its behalf by

JOHN MCEVOY
Secretary
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