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President’s Message, February 2008
I am pleased to report that since the restructuring of the company in July 2006, we have seen a remarkable improvement in Versawave’s position to become a leading supplier of high speed optical components.  The company has made significant achievements in advancing the optical modulator technology to create compelling solutions for companies building equipment for global networks.  Versawave fulfilled its goal to increase revenue and aggressively cut operating costs while continuing to increase the value of the core technology portfolio.

As the photonics industry continues on the path of renewed growth, opportunities for Versawave’s technology portfolio have never looked brighter. The ability to manipulate light at ever increasing speeds continues to be an enabling technology fueling the development of innovative systems that change the ways in which we communicate, sense our environment, and process information.  Photonic systems continue to replace traditional electronics at an ever- increasing rate, offering systems that provide greater throughput, lower noise, higher accuracy, along with better power and space efficiencies.  The telecommunication market is in brisk recovery as communication network companies deploy fiber to the premises to increase bandwidth to enable new services and boost revenues.    

At this time I would like to share with you some highlights from fiscal 2007.

Highlights

Marketing - 
Versawave exhibited at the Optical Fiber Communications Conference (OFC), the largest trade show/conference covering this sector.  The conference generated considerable interest in Versawave’s technology.  Discussions are underway with several companies regarding joint venture projects.  


The website continues to provide good visibility and generate a steady stream of leads.  Additional publicity was created by Versawave modulators being featured in at least four publications in industry and academic journals.  

Market -
Networks have started upgrading to 40Gb/s systems with a few thousand links to be installed globally by the end of 2007.  Recent forecasts estimate that the 40 Gb/s modulator market will grow to over $1B by 2014.  In addition, the appetite for even higher performance components continues to grow with the formation of working groups that are setting standards for 100 Gb/s networks.  Companies active in high speed components are reporting double digit revenue growth for 2007.


Innovation in non-communication sectors is also booming.   Versawave supplied modulators for development of systems that range from encryption of military and financial data to precision sensing of temperature and pressure in oil wells.   

Operations-
During Fiscal 2006 and 2007 Versawave took steps toward sustainability through aggressive cost cutting and a focus on growing short term revenues. Versawave moved to smaller premises that consist of approximately 1000 sq/ft of clean space used for manufacturing and 700 sq/ft of general office space.  Staffing was reduced to 3 full time personnel and consultants. Revenues for fiscal 2007 were the highest in the company’s history and were generated from a combination of modulator sales and technical consulting.


R&D -
Development efforts achieved significant improvement in device performance.  Specifically, optical loss which was a point of criticism from end users has been greatly improved and is now the lowest in the industry.  The high frequency performance was also upgraded and recently, devices were supplied for use in systems operating in the 55 to 65 GHz range.    

Manufacturing -
The process for manufacturing prototypes has been streamlined improving both yield and production times.  The lead time for engineering samples is now roughly 6 weeks.  It is estimated that we have sufficient supply of semiconductor chips for another 12-18 months at the current pace.  We are in discussion with two foundries that we plan to contract to supply the next generation of chips.   Discussions are also ongoing with a company with facilities in China to form a Joint Venture to package and qualify the modulator. 

Patents-
Four new patents have been allowed since the restructuring bringing the total number of patents to eight.

Over the next 6 months, we intend to secure new financing to enable Versawave to compete aggressively for the emerging 40G telecom market.   Plans for completing development, qualification and volume production of 40G components are being refined.  Customer interest is rapidly growing and we are working toward having sales agreements for delivery of devices as soon as they can be qualified to industry standards.  This will allow Versawave to generate significant revenues as early as late 2008. 

We expect to maintain current revenue streams with ongoing consulting contracts and continuing to supply prototype devices for the R&D market.  

In conclusion, the original goal of extending the lifeline of the company until the recovery of the optical components market has been achieved.  Versawave has continued to develop the modulator technology to be a more compelling solution for telecom applications as well opening doors to other diversified markets.

With liquidity and new investment returning to the optical component sector we are confident that the valuation of Versawave has grown considerably over the last year.  During the next year, we intend to quicken the pace in a race to capitalize on the opportunities being created by the next wave in optical communications!
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