EDGAR'pro

iy EDGAR Dnlire”

BIO IMAGING TECHNOLOGIES INC

FORM 10-K

(Annual Report)

Filed 03/05/08 for the Period Ending 12/31/07

Address 826 NEWTOWN-YARDLEY ROAD
NEWTOWN, PA 18940-1721
Telephone 2677571360
CIK 0000822418
Symbol  BITI
SIC Code 8734 - Testing Laboratories
Industry  Healthcare Facilities
Sector Technology
Fiscal Year 12/31

http://access.edgar-online.com
© Copyright 2008, EDGAR Online, Inc. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.




Table of Contents



Table of Contents

UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2007
Commission File No. 001-11182

BIO-IMAGING TECHNOLOGIES, INC.

(Exact name of Registrant as specified in its Givrt

Delaware 11-2872047
(State or Other Jurisdiction of (I.LR.S. Employer
Incorporation or Organization Identification No.)
826 Newtowr-Yardley Road, 1894(-1721
Newtown, Pennsylvania (Zip Code)

(Address of Principal Executive Office

(267) 757-3000

(Registrant’s Telephone Number, Including Area Gode
Securities registered pursuant to Section 12(b) diie Act:

Title of Each Class Name of Each Exchange on Which Register:
Common Stock, $0.00025 par value per sl NASDAQ Global Marke

Securities registered pursuant to Section 12(g) t¢fie Act:
None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405edBé#turities Act. Yesfd
No: 4

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®ecl5(d) of the Act. Yes:
O No: M

Indicate by check mark if the registrant: (1) hisedfall reports required to be filed by Sectiondr3L5(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the Registrars veguired to file such
reports), and (2) has been subject to such filgggiirements for the past 90 days. Y&&: No: O

Indicate by check mark if the registrant if disaloes of delinquent filers pursuant to ltem 405 ofjRlation S-K is not
contained herein, and will not be contained, toltbst of registrant’s knowledge, in definitive pyax information statements
incorporated by reference in Part Il of this FatB+K or any amendment to this Form 10-i&

Indicate by check mark if the registrant is a laageelerated filer, an accelerated filer, a norelsrated filer, or a smaller
reporting company. See the definitions of “largeederated filer,” “accelerated filer” and “small@porting company” in
Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated fild Accelerated filer Non-accelerated fileid Smaller reporting compan
O (Do not check if a smaller reporting
company)

Indicate by check mark if the registrant is a shethpany (as defined in Rule 12b-2 of the Act).sYEl No: M

The aggregate market value of the voting and namgaommon equity held by non-affiliates of thegidrant was
$59,527,891 on June 29, 2007, the last businesefdag Registrant’s most recently completed sedual quarter, based on
the average bid and asked prices on that date.

Indicate the number of shares outstanding of ehtiedRegistrant’s classes of common equity, dsetfruary 29, 2008:

Class Number of Share:

Common Stock, $.00025 par val 11,946,24¢

The following documents are incorporated by refeeeinto the Annual Report on Form 10-K: Portionshef Registrant’s
definitive Proxy Statement for its 2008 Annual Megtof Stockholders are incorporated by referente Part 111 of this Report.







7.
TA.
8.
9.
9A.
9B.

10.
11.
12,
13.
14.

15.

TABLE OF CONTENTS

PART |
Business
Risk Factor
Unresolved Staff Commen
Properties
Legal Proceeding
Submission of Matters to a Vote of Security Holc

PART Il

Page

1
7
14
14
14
14

Market for Registrant’s Common Equity, Related &tmider Matters and Issuer Purchases of Equity

Securities

Selected Financial Da

Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior
Quantitative and Qualitative Disclosures About MarRisk

Financial Statements and Supplementary |

Changes in and Disagreements with Accountants @ouing and Financial Disclosu
Controls and Procedur

Other Informatior

PART III
Directors, Executive Officers and Corporate Goveo
Executive Compensatic
Security Ownership of Certain Beneficial Owners dahagement and Related Stockholder Mai
Certain Relationships and Related Transactiondarettor Independenc
Principal Accounting Fees and Servi

PART IV
Exhibits, Financial Statement Schedt

Consent of PricewaterhouseCoopers |

Certification of principal executive officer pursutao Section 30:

Certification of principal financial and accountiofficer pursuant to Section 3(
Certification of principal executive officer purqutao Section 90!

Certification of principal financial and accountiofficer pursuant to Section 9t

14
17
17
28
29
53
53
54

54
54
54
54
55

55




Table of Contents

PART I

Iltem 1. Business.

General

Bio-Imaging Technologies, Inc., referred to herasr‘'we”, “us” and “our”, is a global pharmaceuticaintract
service organization, providing services that supgiee product development process of the pharnimedu
biotechnology and medical device industries. Weighige in assisting our clients in the design armhagement of
the medical imaging component of clinical trials &l modalities, which includes computerized tomagghy (CT),
magnetic resonance imaging (MRI), radiography, émn&rgy x-ray absorptiometry (DXA/DEXA), positron
emission tomography (PET), single photon emissamputerized tomography (SPECT), quantitative canpna
angiography (QCA), cardiac MRI and CT, intravasculé&rasound (IVUS), peripheral quantitative angaqghy
(QVA), central nervous system (CNS) MRI and ulttasd We provide services that include the procesaird
analysis of medical images and the data-basingegdatory submission of medical images, quantigatiata and
text.

We utilize proprietary processes and software appbins in providing our services to pharmaceutical
companies conducting clinical studies in which meatlimaging modalities are used to evaluate thieafy and
safety of pharmaceuticals, biologics or medicalices: Our digital image processing and computelyaisa
techniques enable technologists or radiologistedake highly precise measurements and biostatistiferences
about drug or device effects. The resulting datbks our clients and regulatory reviewers, pritpdhnie U.S. Food
and Drug Administration and comparable Europeameigs, to evaluate product efficacy and safetyddition, we
have developed specialized computer services diwlase applications that enable independent radiste and
other medical specialists involved in clinical si¢o review medical image data in an entirely tdilgiormat. Our
services also include the regulatory submissiom@dical images, quantitative data and text.

We are directing our marketing and sales effongatds those clinical development areas that usecaled
imaging. These areas include oncology, musculotdeleentral nervous system, neurovascular andaaascular,
among others.

We have a European facility in Leiden, the Nethedtathat provides centralized image processingceesyor
our European clients. We manage our services foogaan-based clinical trials from this facility. KCEuropean
facility has similar processing and analysis caltas as our United States headquarters.

In February 2007, we acquired 100% of the stockhadralys S.A., referred to as Theralys, a privakelid
company located in Lyon, France. Theralys is argimgicore lab providing centralized blinded rean/iees and
customized image analysis services primarily infiblel of central nervous system disorders and ovascular
diseases. Theralys’ proprietary image processiftgvate enables the introduction of quantitative ging markers
in the design of clinical trials for Neurovascudard CNS disorders, which include stroke, secongdegyention
drugs, multiple sclerosis and dementia, includitgh&imer’s disease. Theralys’ proprietary and \akd software
for clinical trials includes applications that efeathe automated quantitation of various imagingpeeters such as
brain, white matter lesion and hippocampal voluiames MRI diffusion and perfusion.

Our CapMed division includes the Personal Healtbdre (“PHR”) software and the patent-pending Peason
HealthKey™ technology. The PHR is a software application #ratbles users to manage and store personal health
information, including their medical images, on firevacy of their desktop computer, while linkingedttly to
sponsor-directed resources such as drug informatetient education, or disease guidelines. Thedpeat
HealthKey™ plugs into a computer’s USB port, allowing doctar&l patients easy access to the patient’'s medical
record without the need for additional hardwarsaftware, and it is password protected.

We were incorporated in Delaware in 1987 undemntmae Wise Ventures, Inc. Our name was changedoto Bi
Imaging Technologies, Inc. in 1991. The addressuofprincipal executive offices is 826 Newtown-YlagdRoad,
Newtown, Pennsylvania, 18940, and our telephonebeuris267-757-3000. Our Internet website is
www.bioimaging.com. We also utilize the Internetbsige www.capmed.com for the CapMed division of our
business. We make available on our Internet webditef our public filings with the Securities aidkchange
Commission, or SEC. However, nothing on our Intewebsite is intended to be incorporated by refeganto this
Form 10-K or
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any other filing made by us with the SEC. The pubiay read or copy any filings that Bio-Imagingchigologies,
Inc. files with the SEC at the SEC Public RefereRoem at 100 F. Street, N.E., Washington, D.C. 2034e SEC
maintains an internet site that contains reportsyp and information statements, and other infdiomaregarding
issuers that file electronically with the SEC. Waebsite is http://www.sec.gavlhe public can also obtain
information on the operation of the Public RefeeeRoom by calling the SEC at 1-800-SEC-0330.

Business Services
Pharmaceutical Services Division

Core Laboratory ServicesWe are a leading provider of medical imaging ngemaent services for clinical
development purposes. Our imaging core laborateiities in the United States and Europe provieieti@alized
image data collection, processing, analysis anldiaatservices for clinical trials conducted worlide. The
facilities are designed for high-volume efficiembpessing of film and digital image data in a secemvironment
that complies with regulatory guidelines for cliaiclata management.

Medical image data are received by us from clinidal sites, located throughout the world. We hdegelope!
procedures for data tracking and quality contrat thie believe to be of significant value to ouents. Our facilities
contain specialized hardware and software for thization of films and translation of digital datenabling data 1
be standardized, regardless of its source. Weugetiar ability to handle most commercially avaitaivhage file
formats is a valuable technical asset and an impbdompetitive advantage in gaining new business farge
global multi-center clinical trials.

We perform image analyses on client data usingnatly developed or specially configured softwakée
measure key indicators of drug efficacy in diffarergans and disease states. The results from ianaagsis
derived in our facilities are transferred to dasdsathat can be transmitted electronically to éants or integrated
directly into our Bio/ImageBas# package for regulatory submission on our clien€kdif.

Information Management Services. Our informatiomagement services focus on providing specialized
solutions for improving the quality, speed and itdélity of image data management for clinical tealVe believe
that our computer assisted masked reading systarBspRead™ systems, offer numerous advantages over
conventional film-based medical image reading sdesaincluding increased reading speed, greadedsirdization
of image reading, and reduced error in the capifireader interpretations.

Using our BioReadM systems, independent medical specialists can raeviedical image data from clinical
trials in a digital format. The BioRedd systems display all modalities of medical imageadetgardless of source
equipment. In addition, the systems display eitterslated digital data or digitized films. Suchaipe reviews are
often required during clinical trials to evaluatgipnts’ responses to therapy or to determinetieépts qualify for
studies. By using the BioRe@dsystems to read and evaluate image data, medieaildigts achieve greater read
speed than is possible with film and perform eviadus in a more objective, reproducible manner.

We have also developed remote BioR&aslystems, that are located on the premises, eitraelor office, of
the individual medical specialists who are engamethe sponsor to perform the analysis of the n&dicage data.
Historically, the BioRead systems have been utilized to determine efficadh®@ftompounds being studied. More
recently, clients are requesting us to providedapin-around reads for inclusion/exclusion craee believe that
the remote BioReat! system is the optimal tool for this work becausaldws us, at our client’s discretion, to
provide the images to an expert in the field talifate the review of the images from the expedffice or home.

We have developed an image database software appticBio/ImageBas® , which enables our clients to
submit their medical images and related clinicahda the FDA in a digital format. Using data stbom CD-ROM
or DVD disks, Bio/ImageBas®! allows clients and FDA medical reviewers to revimedical images and related
clinical data. We believe that Bio/ImageBadeffers the potential to decrease review time, texyin faster
regulatory approvals and reduced time-to-markenh&w drugs, biologics and medical devices.

Other Services.We provide technical consulting in the evaluatifithe sites that may participate in clinical
trials. We also consult with clients regarding fegrry issues involved in the design, executiom|ysis and
submission of medical image data in clinical trials
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CapMed Division

Our CapMed division offers the Personal Health Résoftware, referred to as PHR, and the patendipgn
Personal HealthKey+ technology. The PHR is a software application grables users to manage and store
personal health information, including their metlicaages, on the privacy of their desktop compudrile linking
directly to sponsor-directed resources such as idifogmation, patient education, or disease guisi The
Personal HealthKey¥ plugs into a computer’s USB port, allowing doctarsl patients easy access to the patient’s
medical record without the need for additional ek or software, and it is password protected. [Qbrid
product offering also includes patient access ts@®l health information on line and via cell ph@md is
interoperable with a wide range of third party versd

Target Markets

Our primary target market is comprised of pharm#cel) biotechnology and medical device companibsse
clinical development pipelines include drugs, bids or devices that are typically evaluated by iceldmaging
methods. This global target market includes leaditgrnational pharmaceutical companies and bisteldyy
companies with products currently in the clinical’dlopment pipeline.

We focus our marketing on the following stagesliofical development:

Phase || — Clinical Trials

Phase Il clinical trials are generally conductedrasix months to two years and involve basic efficaafety
and dose-range testing in approximately 50 to 4di@pts suffering from the disease or conditionarmstudy. Such
trials help determine the best effective dose, icanthat the drug works as expected and provid@lrsafety data.

Phase Ill — Clinical Trials

Phase 11l clinical trials are generally conductedrone to four years and involve efficacy and tyageudies in
broader populations of hundreds or thousands oématand many investigational sites, such as kadsmnd clinics
These trials are sometimes referred to as pivatdies for submission to the regulatory agenciendgally,

Phase Il studies are intended to provide additiorfarmation on drug safety and efficacy, and ¢évaluation of the
risk-benefit of the drug and information for theegdate labeling of the product.

Phase IV — Post Approval Studies

Phase IV studies are studies conducted after aratautical drug or device has been approved forTieese
studies are generally conducted over a two to year period and involve either a continuation &tease Il patient
population or the recruitment of a new patient gafion. As there continues to be pressure to expegtiproval of
pharmaceuticals and medical devices, there is@ease in the number of conditional approvals baseithe
conduct of additional Phase IV studies.

In addition, our experience spans a wide rangbepeutic areas with a concentration in the fatguw

Cancer Therapeutics

Many pharmaceutical companies are currently dewappew therapies for the treatment of cancer.detid
tumor studies, medical imaging modalities are usedttermine the response of treated and untreéameors. These
medical images are evaluated by medical specialisiag the course of oncology clinical trials ®termine the
extent of disease and changes in tumor size aver. ti

The FDA's guidelines aimed at accelerating acoesgetv drugs for the review and approval of new eanc
therapies place greater emphasis on shrinkagerafriias an early indicator of anti-tumor efficadfe believe that
these FDA guidelines may have a favorable impaauwrbusiness as pharmaceutical and biotechnologypanies
may have an increased need for regulatory compieatical imaging services to conduct their oncololgyical
trials.
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Musculoskeletal Therapeutic

Anti-inflammatory clinical trials, such as thosefised on arthritis, include radiologic evaluatidrth@ bones
and joints to determine drug efficacy. We belidvat tdemand among pharmaceutical companies forepuvices wil
increase as new classes of biotechnoldggived drugs enter and progress through the elitievelopment pipelin

Osteoporosis is a disease characterized by thirbongs, which leads to fractures in the elderie FBA
guidance document for developing treatments far disease recognized DEXA as one of the primaigaafy and
safety measurement tools available. Furthermordash needs to go through a quality assurancedsdry. This is
now standard practice in all studies using DEXArumsients whether for osteoporosis, oncology or-abésity, or
muscle wasting assessment.

Central Nervous System and Neurovascular Therapesiti

Many pharmaceutical companies are developing diarggseatment of neurovascular diseases and conditf
the central nervous system, referred to as CN$, asienultiple sclerosis, infectious diseases trget the CNS,
stroke and Alzheimer’s disease. For many of théseades, the diagnosis is largely dependent upagiig,
particularly MRI. We believe that the central nargsystem clinical trials business may increasa@® therapies
progress through the research pipeline and as adtoyers continue to age, driving the demand fasehoducts.

Cardiovascular Therapeutics

We provide our services to clients developing drargd medical devices for the diagnosis and treatafen
cardiovascular diseases and conditions that aleatea with the aid of medical imaging. We offerieas
cardiovascular, quantitative, image-analysis sewviacluding: quantitative coronary angiography fQCardiac
MRI and CT, ultrasound, intravascular ultrasoundJ$) and peripheral quantitative angiography (QWWe have
participated in numerous multinational trials featling pharmaceutical, biotechnology and medicatcde
companies throughout the world. In addition, agaesh continues to advance, our collective knowddaase of the
underlying pathophysiology of cardiovascular disead! grow as well as the need for advanced imggéacthnolog
to be used in cardiovascular trials. For examplen@y be used to identify coronary calcificationwhich are
considered to be a predictor of cardiovascular. tistollows that clinical trials involving therapéc interventions
targeting coronary calcifications will require imiag as an endpoint of efficacy.

Diagnostic Imaging Agents

We provide our services to clients developing daagic imaging agents that are designed to diagdisease
conditions more quickly and accurately in their elepment in order to facilitate earlier and moreuaate
treatment.

Market Trends

We believe that a variety of favorable regulatéeghnological and market trends may positively iotphe
demand for medical imaging management servicekidimy:

« FDA initiatives to streamline the regulatory subsios and review process that are being implemented
continue to have a beneficial impact on us. The FDiivesting in new information technology and is
continuing the process of formulating and dissetimigeguidelines for standardizing the submission of
electronic data, including medical images. We ekpabmission of image data to continue to be a
requirement in key therapeutic and diagnostic af@asvaluating the effectiveness of a drug or imgg
agent.

» Consolidation, restructuring and downsizing in pfrarmaceutical industry in response to downwardgune
on certain pharmaceutical and biotechnology cormgsamirug prices has resulted in increased outsog iaf
certain research and development activii
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« Overall, growth in pharmaceutical and biotechnologgearch and development spending is increasing. A
result, we believe that the outsourcing of develeptactivities should lik-wise increase

« New classes of drugs to treat conditions traditigrevaluated by imaging are entering or progreg
through the clinical development pipeline, leadiogncreased demand for medical imaging-relatedices.
In addition, we believe that digital technologies flata acquisition and management are penetrtiéeng
radiology community

« We believe that as pharmaceutical and biotechnatogypanies increasingly attempt to expand the marke
for new drugs by conducting clinical trials and suing regulatory approval in multiple countries
simultaneously, contract service organizations witflobal presence and expertise will continuectoeffit.

Due to several factors, including, without limitati competition from commercial competitors anddaaic
research centers, the risk of project cancellaisiosving of patient enrollment in ageing studies or delay of futu
project awards, among others, we cannot assuréghgbaemand for our services and technologiesgadlv, sustait
growth, or that additional revenue generating opputies will be realized by us.

Intellectual Property

Proprietary protection for our computer-imaginggrams processes and know-how is important to our
business. We have developed certain technicallyettprocedures and computer software applicatioatsare
intended to increase the effectiveness and quaflibur services. We rely upon patents, trademandqsyrights, trad
secrets, know-how and continuing technological Vration to develop and maintain our competitive posi We
have claimed trademark protection for Bio/ImageB#&seBioRead™ , Intelligent Imaging™ , Personal Health Key
™ icePHR™ and icePHR Mobilév . We hold patents for the two DEXA phantoms, titigeine and Variable
Composition Phantoms, which we sell to trial sit&%& have a patent pending on our Personal HeakimKewe
have registered our Stylized Man Design with th8.UWPatent and Trademark Office. We cannot assuréhai we
can limit unauthorized or wrongful disclosuresraidte secrets or otherwise confidential informatlaraddition, to
the extent we rely on trade secrets and know-howaimtain our competitive technological positiorg eannot
assure you that others may not develop independérlsame, similar or superior techniques. Altlroagr
intellectual property rights are important to tesults of our operations, we believe that othetofac such as our
independence, process knowledge, technical expeatid experience are more important, and thatafyvtdrese
technological capabilities offer significant bemgtio our clients.

Government Regulation

The research and development, manufacture and tiraylke drugs and medical devices are subjectringsnt
regulation by the FDA in the United States andibyilar authorities in other countries. In additisegulations
imposed by other federal agencies, as well as atatdocal authorities, may impact such researchdawvelopment,
manufacturing and marketing.

The FDA has established mandatory procedures daty saandards that apply to the clinical testing,
manufacturing and marketing of drugs and medicalo#s. These procedures and safety standards écimdong
other things, the completion of adequate and waltiolled human clinical trials to establish théespand efficacy
of the drug or device for its recommended condgionuse. We advise our clients in the executiocliofcal trials
and other drug and device development tasks. Weotadminister drugs to or utilize medical devioaspatients.

The success of our business is dependent upomaedtacceptance by the FDA and other regulatory
authorities of the data and analyses generatedibgesvices in connection with the evaluation ef safety and
efficacy of new drugs and devices. The FDA has &mguidelines that encourage the use of surrogatesares,
through submission of digital image data, for eatibn of drugs to treat life-threatening or dehiiihg conditions.
We cannot assure you that the FDA or other regijatathorities will accept the data or analysesegated by us in
the future and, even assuming acceptance, we cassote you that the FDA or other regulatory aiitilesrwill
require the application of imaging techniques tmbars of patients and over time periods substinsahilar to
those required of traditional safety and efficasghniques.
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Changes in the FDA's policy for the evaluationlétapeutic oncology agents may have a positive érmpa
the time to market of such therapeutics. AccordmgDA guidelines, approval times for new cancersipies can
be shortened if evidence of tumor shrinkage isfiedlie and demonstrable through the use of objectieasureme
techniques. These guidelines place greater reliandke use of medical image data to demonstrgéeidee tumor
shrinkage. In addition, the FDA has implementediglines aimed at accelerating other therapeutagceaies
through the use of imaging markers as surrogatpants for measuring therapeutic effectiveness.baleve the
FDA's initiatives to streamline and accelerate shbmission and review process of therapeutic adgergdad a
favorable impact on our business.

We believe that our ability to achieve continued anstainable growth will be materially dependegrdny
among other factors, the continued stringent eefoent of the comprehensive regulatory frameworkadnous
government agencies. Any significant change inghregulatory requirements or the enforcement tlicespecially
relaxation of standards, could adversely affectpospects.

The current European market regulation is morenfiexgted than in the United States. However, we belipat
our expertise in working with the standards of |BA provides us with experience when working while various
European regulatory agencies.

Competition

We continue to experience competition from comnagmdmpetitors and academic research centers. The
biopharmaceutical services industry is highly cotitive, and we face numerous potential competitomsur
business, including hundreds of contract researgamzations. We primarily compete against speciadintract
research organizations, or CROs, and to a lessentexiniversities and teaching hospitals. Cenditnese
competitors are owned by or are divisions of laganizations, some of which have substantiakater resource
than we do. As competition increases, we will lbmlprovide value-added services and undertake rtiagkand
sales programs to differentiate our services baseaur expertise and experience in specific theripand
diagnostic areas, our technical expertise, ourlaggry and clinical development experience, oudlitjua
performance and our international capabilities. @ampetitive position also depends upon our abftitgttract and
retain qualified personnel and develop and presgreprietary technology, processes and know-hovm@ition
in our industry has resulted in additional presdheimg placed on price, service and quality. Algjowe believe
that we are well positioned against our competitius to our experience in clinical trials and regofy compliance
along with our international presence, we cannsti@syou that our competitors or clients will nobyade or
develop services similar or superior to those mtediby us. This competition could have a matedaksse impact
on us.

Marketing and Sales

We provide and market our services on an internatibasis primarily to pharmaceutical, biotechnglagd
medical device companies. Our sales and marketitigtaes are directed by a Senior Vice Presiddritiedical
Affairs and a Vice President of Global Business &epment, supported by in-house staff and fieldrass
development personnel.

Our selling efforts are focused on North Americd &viestern Europe. Our marketing activities include
exhibiting at major trade shows, advertising imé&gournals and the sponsoring of industry associst

Significant Clients

During fiscal 2007, contracts with one client, Hoénn-La Roche, which encompassed 11 projects,septed
13.4% of our service revenues for the year endemtidber 31, 2007, while for the year ended DecerBbge2006,
one client, Novartis Pharmaceutical, Inc., which@npassed 14 projects, accounted for 10.9% or ofavar
service revenues. For the year ended Decembel08%, Bo client accounted for more than 10% of euvise
revenues. These contracts are terminable by emtdit any time and for any reason. The loss @jraficant client,
or a reduction in services provided to a signiftadient, would have a material adverse effect onlusiness,
financial condition and results of operations.
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Employees
As of December 31, 2007, we had 337 employeeswhomm are executive officers.

Of our employees, as of December 31, 2007, 26 wegaged in sales and marketing, 273 were engaged in
client related projects and 38 were engaged in midtmation and management. A significant numbeswof
management and professional employees have pdasiry experience. We believe that we have beeresstul in
attracting skilled and experienced personnel; h@amgtremains a competitive market for recruitsugh personnel.
Although all of our employees are covered by caaritihlity and norcompetition agreements, we cannot assure
that such agreements will be enforceable. As oflraly 28, 2008, we have employment agreementstwithof our
executive officers. See “Item 11. Executive Compéing”. We consider relations with our employeebéogood.

Iltem 1A. Risk Factors.

The more prominent risks and uncertainties inhdreotir business are described below. However tiaddi
risks and uncertainties may also impair our busirgeerations. If any of the following risks actyadlccur, our
business, financial condition or results of operati may suffer. Investing in our common stock imesla high
degree of risk. Any of the following factors couldrm our business and future results of operatosyou could
lose all or part of your investment.

Risks Related to Our Company and Business

We may incur financial losses because contracts rbaydelayed or terminated or reduced in scope fessons
beyond our control.

Our clients may terminate or delay their contrdgtsa variety of reasons, including, but not lindite:

» unexpected or undesired clinical resu

« the clien’s decision to terminate the development of a pagigroduct or to end a particular stu
« insufficient patient enroliment in a stuc

« insufficient investigator recruitmer

« failure to perform our obligations under the coatrar

« the failure of products to satisfy safety requiratse

In addition, we believe that FDA-regulated companigy proceed with fewer clinical trials or condtnam
without assistance of contract service organizatibthey are trying to reduce costs as a resutbst containment
pressures associated with healthcare reform, badgkmits or changing priorities. These factorsyncause such
companies to cancel contracts with contract semiganizations.

We cannot assure you that our clients will contittuase our services or that we will be able tdaegp, in a
timely or effective manner, departing clients witw clients that generate comparable revenueshdtumie cannot
assure you that our clients will continue to geteec®nsistent amounts of revenues over time.

The loss, reduction in scope or delay of a largereat or the loss or delay of multiple contraaisid
materially adversely affect our business, althooghcontracts entitle us to receive all fees eamgetb the time of
termination. The loss of business from our cli&dyartis Pharmaceutical, Inc., would have a matedaerse effe
on our financial condition.

We depend on a small number of industries and ct&for all of our business, and the loss of one buc
significant client could cause revenues to drop gklly and unexpectedly.

We depend on research and development expendityngisarmaceutical, biotechnology and medical device
companies to sustain our business. Our operatimuns e materially and adversely affected if:

« client¢ businesses experience financial problems or aeetaff by a general economic downtt
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« consolidation in the pharmaceutical, biotechnologyedical device industries leads to a smallentlbase
for us; or

« clients reduce their research and development ekjpees.

During fiscal 2007, contracts with one client, Hoénn-La Roche, which encompassed 11 projects,septed
13.4% of our service revenues for the year endemtidber 31, 2007, while for the comparable peristiyaar, one
client, Novartis Pharmaceutical, Inc., which encasged 14 projects, represented 10.9% of our samvemues for
the year ended December 31, 2006. The loss of désssiinom a significant client or our failure to tooe to obtain
new business to replace completed or canceledgisojeould have a material adverse effect on ouinkess and
revenues.

Our contracted/committed backlog may not be indigatof future results.

Our reported contracted/committed backlog of $98ilon at December 31, 2007 is based on anticgbate
service revenue from uncompleted projects withnésieBacklog is the expected service revenue #mains to be
earned and recognized on signed and verbally agoesshtracts. Contracts included in backlog atgestt to
termination by our clients at any time. In the evthiat a client cancels a contract, we would béledtto receive
payment for all services performed up to the cdatieh date and subsequent client authorized sesvielated to tt
cancellation of the project. The duration of thejgcts included in our backlog range from less tiee months to
seven years. We cannot assure that this backlodpevihdicative of future results. A number of fart may affect
backlog, including:

« the variable size and duration of the projects @ame performed over several yea
« the loss or delay of project

« the change in the scope of work during the coufseproject; anc

« the cancellation of such contracts by our clie

Also, if clients delay projects, the projects wéimain in backlog, but will not generate revenuthatrate
originally expected. Accordingly, the historicalattonship of backlog to revenues may not be intilrezof future
results.

We have experienced substantial expansion in thetpand if we fail to properly manage that expansjmur
business may suffer.

Our business has expanded substantially in the @astcontinuing sales and marketing efforts havedased
the number of projects under management from 284dal 2006 to 289 in fiscal 2007. In addition, a&quired
Theralys in February 2007, HeartCore in Decemb@d2ihd CapMed in November 2003.

Rapid expansion, internally or through acquisitiaz@uld strain our operational, human and finan@aburces.
If we fail to properly manage this expansion, asults of operations and financial condition migbtadversely
affected. In order to manage our expansion, we :must

- effectively market our services to pharmaceutioaltechnology and medical device compan
 continue to improve operating, administrative amfdimation systems

* accurately predict future personnel and resoureelsito meet client contract commitmel

* successfully integrate our acquired companies aisthbsses

« track the progress of -going client projects; an

« attract and retain qualified management, sale$egsmnal and technical operating person

We will face additional risks in expanding foreigperations. Specifically, we might find it diffidutb:

+ assimilate differences in foreign business prastared regulation:
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« hire and retain qualified personnel; ¢
« overcome language and cultural barri

We may engage in future acquisitions, which mayédsgensive and time consuming and from which we may
not realize anticipated benefits.

We may acquire additional businesses, technolagidgproducts if we determine that these additional
businesses, technologies and products complememeix@iing business or otherwise serve our stratggals. If we
do undertake transactions of this sort, the prooEssegrating an acquired business, technologyroduct may
result in operating difficulties and expendituresl anay absorb significant management attentionvtioatd
otherwise be available for ongoing developmentwflusiness. Moreover, we may never realize thieipated
benefits of any acquisition. Future acquisitionaldaesult in potentially dilutive issuances of @acurities, the
incurrence of debt and contingent liabilities antbatization expenses related to intangible assdigh could
adversely affect our results of operations andniine condition.

On February 6, 2007, we acquired 100% of the oondétg securities of Theralys, a privately held camp
headquartered in Lyon, France. The aggregate pseghvéce was 2,958,285 Euros ($3,853,462 as detediy an
agreed upon exchange rate), of which 2,375,484H%%,093,122) was paid in cash and $760,340 widsmpa
93,408 shares of our common stock. We also incu#68@,000 in acquisition costs.

Loss of key personnel, or failure to attract andtain additional personnel, may cause the succesd gnowth
of our business to suffer.

Future success depends on the personal effortalalities of the principal members of our seniomagement
to provide strategic direction, develop businessnage operations and maintain a cohesive and stabl®nment.
Specifically, we are dependent upon Mark L. Weiinsteéresident and Chief Executive Officer, DavidRitler,
Senior Vice President Operations, Colin G. Milleh.D., Senior Vice President Medical Affairs andl TeKaminer
Senior Vice President and Chief Financial Offiddthough we have employment agreements with Mr. \Wfeiin
and Mr. Kaminer, this does not necessarily meanttiey will remain with us. Although we have exedeatretentior
agreements with our officers, we do not have emnpkayt agreements with any other key personnel. Euntbre,
our performance also depends on our ability t@ettand retain management and qualified profeskanth
technical operating staff. Competition for thesélestt personnel is intense. The loss of serviceanyf key
executive, or inability to continue to attract amthin qualified staff, could have a material adeegffect on our
business, results of operations and financial cmrdiWe do not maintain any key employee insuratany of oL
executives.

Our revenues, earnings and operating costs are esgubto exchange rate fluctuations.

In fiscal 2007, a portion of our service revenueserdenominated in foreign currency. Our finanstatements
are denominated in United States dollars. In trenea greater portion of our service revenues en@ihinated in a
foreign currency, changes in foreign currency ergearates could affect our results of operatiomsfarancial
condition. Fluctuations in foreign currency exchamgtes could materially impact the operating cobtaur
European facilities in Leiden, the Netherlands Byoin, France which are primarily Euro denominated.

Our investments may be exposed to credit risk.

Financial instruments that potentially subjectaisignificant credit risk consist principally ofsta investments
and derivatives. As part of our risk managementg@sees, we continuously evaluate the relative tcsgatiding of
all of the financial institutions that service ugdanonitor actual exposures versus establishedslivie have not
sustained credit losses from instruments heldhanfiial institutions. We maintain cash and caslivatgnts,
comprised of savings accounts, short-term certéicd deposits and money market funds with varfmancial
institutions. These financial institutions are getlg highly rated and the company has a policlrit the dollar
amount of credit exposure with any one institution.
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Risks Related to Our Industry

Our failure to compete effectively in our industgould cause our revenues to decline.
Significant factors in determining whether we viaél able to compete successfully include:

« consultative and clinical trials design capabiiti

« reputation for o-time quality performance

« expertise and experience in specific therapeutas

« the scope of service offering

« strength in various geographic mark

« the price of service:

« ability to acquire, process, analyze and repos dat tim-saving and accurate mann
« ability to manage lar¢-scale clinical trials both domestically and intdiomally;

* our size; an(

« the service and product offerings of our compedit

If our services are not competitive based on tloesgher factors, our business, financial conditimdl results
of operations will be materially harmed.

The biopharmaceutical services industry is higlisnpetitive, and we face numerous competitors in our
business, including hundreds of contract researganizations. If we fail to compete effectively, wél lose
clients, which would cause our business to sutfée.primarily compete against in-house departmehts o
pharmaceutical companies, full service contraaassh organizations, or CROs, small specialty CR@d,to a
lesser extent, universities and teaching hospi&dme of these competitors have substantially greatpital,
technical and other resources than we do. In agditiertain of our competitors that are smallecipieed
companies may compete effectively against us becalutheir concentrated size and focus.

Changes in outsourcing trends in the pharmaceuti@ald biotechnology industries could adversely affear
operating results and growth rate.

Service revenues depend greatly on the expendituaele by the pharmaceutical and biotechnology inigss
in research and development. Accordingly, econdattors and industry trends that affect our clientthese
industries also affect our business. For exampkeptactice of many companies in these industiassileen to hire
outside organizations like us to conduct cliniedearch projects. This practice has grown sigmifigan the last
decade, and we have benefited from this trend. Kewyéf this trend were to change and companig¢bése
industries were to reduce the number of researdtdanelopment projects they outsource, our busicesisl be
materially adversely affected.

Additionally, numerous governments have undertaiéarts to control growing healthcare costs through
legislation, regulation and voluntary agreementh wiedical care providers and pharmaceutical comepalf future
regulatory cost containment efforts limit the ptethat can be derived on new drugs, our clienghimieduce their
research and development spending, which couldceedur business.

Failure to comply with existing regulations couldesult in increased costs to complete clinical tgal

Our business is subject to numerous governmergalatons, primarily relating to pharmaceutical gwot
development and the conduct of clinical trialsp&aticular, we are subject to 21 CFR Part 11 oiGbde of Federal
Regulations that provides the criteria for accegedny the FDA of electronic records. If we faildomply with thes
governmental regulations, it could result in theni@ation of ongoing clinical research or the diglification of date
for submission to regulatory authorities. We aleald be barred from providing clinical trial serggin the
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future or be subjected to fines. Any of these cqneaces would harm our reputation, our prospectiifare work
and our operating results.

Our CapMed division may not reach profitability.

Our CapMed division had a loss from operationslg7$8,354 in fiscal 2007. If our CapMed divisiomtinues
to incur such losses, our businesses, resultsarfitipns and financial condition will be materiadlgiversely
affected.

Changes in governmental regulation could decreake heed for the services we provide, which would
negatively affect our future business opportunities

In recent years, the United States Congress atellstfislatures have considered various types aittheare
reform in order to control growing healthcare co$tse United States Congress and state legislatiagsagain
address healthcare reform in the future. We arélerta predict what legislative proposals will lmopted in the
future, if any. Similar reform movements have ocedrin Europe and Asia.

Implementation of healthcare reform legislatiort tlesults in additional costs could limit the ptsfihat can be
made by clients from the development of new proslubhis could adversely affect our clients’ reshand
development expenditures, which could, in turnyease the business opportunities available to tisibdhe
United States and abroad. In addition, new lawggulations may create a risk of liability, increa®sts or limit
service offerings. We cannot predict the likelihaddiny of these events.

In addition to healthcare reform proposals, thea@sjon of managed care organizations in the heakhnarke
may result in reduced spending on research andajewent. Managed care organizations’ efforts tocosts by
limiting expenditures on pharmaceuticals and médiegices could result in pharmaceutical, biotedbgy and
medical device companies spending less on reseactkevelopment. If this were to occur, we wouldehfewer
business opportunities and our revenues could dser@ossibly materially.

Governmental agencies throughout the world, buiqaarly in the United States, strictly regulalte tdrug
development/approval process. Our business invdiggsng pharmaceutical and biotechnology compamieggate
the regulatory drug approval process. Changeggimagon, such as relaxation in regulatory requizata or the
introduction of simplified drug approval procedugsan increase in regulatory requirements thamag have
difficulty satisfying could eliminate or substariyareduce the need for our services. If these ghann regulations
were to occur, our business, results of operatmkfinancial condition could be materially advérsdfected.
These and other changes in regulation could hawatarial adverse impact on our available businppsunities.

If governmental agencies do not accept the data amélyses generated by our services, the need tor o
services would be eliminated or substantially reddc

The success of our business is dependent upomaedtacceptance by the FDA and other regulatory
authorities of the data and analyses generatedibgesvices in connection with the evaluation & safety and
efficacy of new drugs and devices. The FDA has fdrguidelines that encourage the use of “surrogetasures”
through submission of digital image data, for eatihn of drugs to treat life-threatening or dehbtiihg conditions.
We cannot assure you that the FDA or other regujatathorities will accept the data or analysesegated by us in
the future and, even assuming acceptance, the FD#her regulatory authorities may not requiredpelication of
imaging techniques to numbers of patients and twes periods substantially similar to those requiioé traditional
safety and efficacy techniques. If the governmeagaincies do not accept data and analyses genbyateot
services in connection with the evaluation of neugd and devices, the need for our services waalleliminated ¢
substantially reduced, and, as a result, our basjresults of operations and financial conditionld be materially
adversely affected.
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We may be exposed to liability claims as a restilbor involvement in clinical trials.

We may be exposed to liability claims as a resiuttus involvement in clinical trials. We cannot ass you tha
liability claims will not be asserted against usaagsult of work performed for our clients. We ntain liability
insurance coverage in amounts that we believeudfieient for the pharmaceutical services induskyrthermore,
we cannot assure you that our clients will agreéedemnify us, or that we will have sufficient imance to satisfy
any such liability claims. If a claim is broughtaagst us and the outcome is unfavorable to us, sutdome could
have a material adverse impact on us.

Risks related to our common stock

Your percentage ownership and voting power and e of our common stock may decrease as a resfilt
events that increase the number of our outstandsitpres.

As of December 31, 2007, we had the following astructure:

Common stock outstandir 11,765,48
Common stock issuable upc
Exercise of options which are outstand 1,627,72!
Exercise of options which have not been gral 496,71:
Total common stock outstanding assuming exercig@version of all of the aboy 13,889,92

As of December 31, 2007, we had outstanding optiomsirchase 1,627,729 shares of common stock at
exercise prices ranging from $0.63 to $8.06 peresfexercisable at a weighted average of $3.35lpene), of
which 1,399,944 options were then exercisable. &gerof our outstanding options into shares ofammmon stock
may significantly and negatively affect the mangete for our common stock as well as decrease getrentage
ownership and voting power. In addition, we mayduat future offerings of our common stock or otkecurities
with rights to convert the securities into shareswr common stock. As a result of these and atlents, such as
future acquisitions, that increase the number ofomtistanding shares, your percentage ownershiyating power
and the price of our common stock may decrease.

Shares of our common stock eligible for public satey have a negative impact on its market price.

Future sales of shares of our common stock byiegistolders of our common stock or by holders of
outstanding options, upon the exercise thereofiddoave a negative impact on the market price ofcommon
stock. As of December 31, 2007, we had 11,765,488s of our common stock issued and outstandiingf, a
which are currently freely tradable.

We are unable to estimate the number of sharesthate sold because this will depend on the market
for our common stock, the personal circumstanceke§ellers and other factors. Any sale of sultisticeimounts of
our common stock or other securities in the operkatanay adversely affect the market price of theusities
offered hereby and may adversely affect our abititpbtain future financing in the capital markasswell as create
a potential market overhang.

There are a limited number of shareholders who hasignificant control over our common stock, allowgn
them to have significant influence over the outcorokall matters submitted to our stockholders foproval,
which influence may conflict with our interests anithe interests of our other stockholders.

Our directors, officers and principal stockholdét®ckholders owning 10% or more of our commonlgtoc
beneficially owned 24% of the outstanding sharesomimon stock at December 31, 2007, and such Shetddts,
including Covance Inc., will have significant inflnce over the outcome of all matters submitteditcstockholders
for approval, including the election of our direst@nd other corporate actions. In addition, snflnénce by these
affiliates could have the effect of discouragingess from attempting to take us over, thereby msiregy the
likelihood that the market price of the common ktedll not reflect a premium for control.

12




Table of Contents

Because we do not intend to pay dividends, stocttad will benefit from an investment in our commaock
only if it appreciates in value.

We have never declared or paid any cash dividendsiocommon stock. We currently intend to retain o
future earnings, if any, to finance further opemasi and do not expect to pay any cash dividenttifioreseeable
future. As a result, the success of an investnreatir common stock will depend upon any future apiation in its
value. There is no guarantee that our common stdltkppreciate in value or even maintain the patevhich
stockholders have purchased their shares.

Trading in our common stock may be volatile, whiamay result in substantial declines in its marketipe.

The market price of our common stock has experighégorical volatility and might continue to exjmarce
volatility in the future in response to quarterefoarter variations in:

 operating results

« analyst’ reports;

* market conditions in the industr

« changes in governmental regulations;

« changes in general conditions in the economy ofitlaacial markets

The overall market (including the market for ounmoon stock) has also experienced significant deeem
value in the past. This volatility and potentialrket decline could affect the market prices of siies issued by
many companies, often for reasons unrelated to tpeirating performance, and may adversely affecptice of
our common stock. Between January 1, 2007 and Dieee®1, 2007, our common stock has traded at afow
$5.75 per share and a high of $9.95 per share.é&gtwWanuary 1, 2008 and February 29, 2008, our constock
has traded at a low of $6.79 per share and a Hi§B.88 per share.

Our common stock began trading on the NASDAQ Gldbatket, formerly called the NASDAQ National
Market, on December 18, 2003 and has a limitedrtgacharket. We cannot assure that an active tradiaet will
develop or, if developed, will be maintained. Aseault, our stockholders may find it difficult tisgose of shares
our common stock and, as a result, may suffersadball or a substantial portion of their investe

Certain provisions of our charter and Delaware lavould make a takeover difficult and may prevent or
frustrate attempts by our stockholders to replacge®@move our management team.

We have an authorized class of 3,000,000 sharesd#signated preferred stock, of which 1,250,0@0esh
were previously issued, and the remaining 1,75090@0es may be issued by our board of directorspoh terms
and with such rights, preferences and designasdhe@Board may determine. Issuance of such pesfetock,
depending upon the rights, preferences and desigisahereof, may have the effect of delaying, dite or
preventing a change in control of our company.dditon, we are subject to provisions of Delawaveporate law
which, subject to certain exceptions, will prohileit from engaging in any “business combinationhveitperson
who, together with affiliates and associates, o or more of our common stock for a period oé¢hyears
following the date that the person came to own Bs%hore of our common stock unless the businesdbuwtion is
approved in a prescribed manner.

These provisions of our certificate of incorporatiand of Delaware law may have the effect of dapy
deterring or preventing a change in control of campany, may discourage bids for our common stoekpgemiun
over market price and may adversely affect the etgskice, and the voting and other rights of thieléis, of our
common stock. In addition, these provisions makadte difficult to replace or remove our currentmtagement
team in the event our stockholders believe thisldvbe in the best interest of our company and makholders.
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Iltem 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

We lease 54,400 square feet of office space lodathléwtown, Pennsylvania. This lease expires Ai® an
provides for a fixed base rent of $93,000 per maevith an annual inflation increase. We lease 7 gdirare feet of
additional office space located in Newtown, Penveryla for $6,100 per month in base rent, which i
November 2008. In addition, we lease 23,750 sqiggteof office space in Leiden, the Netherlands amathel
2,400 square feet in Lyon, France. These leasedes@minated in the Euro and expire in April 2008 danuary
2009, respectively. The base rent for the Nethddas $48,500 per month and Lyon’s base rent i¥0E5, based
upon the conversion rate as of December 31, 20 an annual inflation increase. We believe thase facilities
will be adequate for our needs for the foresechibiae.

Item 3. Legal Proceedings

In the normal course of business, we may be a patggal proceedings. We are not currently a pargny
material legal proceedings.

Item 4. Submission of Matters to a Vote of Security Holde

None.

PART Il

Item 5. Market for Registran’s Common Equity, Related Stockholder Matters andusr Purchases of Equit
Securities.

Our common stock began trading on the NASDAQ Gldobatket, formerly called the NASDAQ National
Market, on December 18, 2003 under the symbol “Blftior to listing on the NASDAQ Global Market, ou
common stock was traded on the American Stock Engander the symbol BIT from February 25, 2003l unt
December 18, 2003. Our common stock was quotede®NASD OTC Bulletin Board under the symbol BITigor
to being listed on the American Stock Exchange.

The following table sets forth the high and low bigbtations for our common stock as reported on the
NASDAQ Global Market for each full quarterly periadthin the two most recent fiscal years. Such gtions
reflect interdealer prices, without retail mark-opark-down or commission and may not representactu
transactions.

Common
Stock
Quarter Ended High  Low
March 31, 200¢ 47 3.11
June 30, 200 48 3.8C
September 30, 20( 454 351
December 31, 20C 8.1C 4.0¢
March 31, 200; 9.4C 5.84
June 30, 200 7.48  5.7%
September 30, 20( 8.0C 6.0
December 31, 20C 9.9t  6.8:

As of February 29, 2008, the number of holdersabrd of our common stock was 86 and the approgmat
number of beneficial holders of our common stock W 00.
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On February 6, 2007, we acquired 100% of the oodétg securities of Theralys, a privately held camp
headquartered in Lyon, France. The aggregate psegbrice was 2,958,285 Euros ($3,853,462 as detedhliy an
agreed upon exchange rate), of which 2,375,484H%8,093,122) was paid in cash and $760,340 widsmpa
93,408 shares of our common stock. We also incu6a@,000 in acquisition costs.

On March 7, 2007, in connection with his employmesgteement dated March 1, 2006, we issued 14,85@s
of restricted stock to our President and Chief Exge Officer, which was net of 10,150 shares watlahfor
withholding taxes associated with the issuancéefhares.

We believe that the issuance of the foregoing séesivas exempt from registration under Sectid?) 4f the
Securities Act of 1933, as amended, as transaationsivolving a public offering. Each of the reieipts were
sophisticated or accredited investors, acquiregdoearities for investment purposes only and nitt @iview to
distribution and had adequate information aboutammpany.

We have neither paid nor declared dividends orcoarmon stock since our inception and do not plaveto
dividends on our common stock in the foreseealileaduWe expect that any earnings which we mayzealill be
retained to finance our growth.

On November 9, 2005, our Compensation CommittébeBoard of Directors recommended, and our Bo&
Directors approved, the acceleration of vestinglbbut-of-the-money unvested options to purchdmsees of our
common stock with an exercise price greater tha@0@eld by our current employees and executivieers (but
excluding any options granted to members of our@oé Directors). These options were previously @led to our
employees on February 4, 2004, pursuant to the 308 Incentive Plan as amended in 2005 (Plarmivauld
still have been unvested at January 1, 2006. Optmpurchase 107,691 shares of common stock bjecsto this
acceleration. The exercise price per share foetbpsions was $7.03, while the closing price parston
November 9, 2005 was $2.Z

The following table summarizes the options subjectcceleration:

Aggregate Number of
Shares Issuable

Under Accelerated Exercise Price
Options per Share Date of Grant
Employees as a group (other than executive offjc 69,72 $7.02 February 4, 20C
Executive officers as a grot 37,96¢ $7.02 February 4, 20C

The acceleration of vesting of these out-of-the eyooptions is being undertaken primarily to eliniéany
future compensation expense our company would wikerrecognize in its income statement with respetitese
options with the implementation of the FinancialcAanting Standard Board (FASB) statement “Sharee@as
Payment” (FAS 123R) effective for our company onukay 1, 2006. We estimate this compensation expens
before tax, would be $402,763 in aggregate futyperses based on calculations using the Black-8shol
methodology.

The following table provides information as of Ded®er 31, 2007 with respect to the shares of ourrGom
Stock that may be issued under our existing eaquitgpensation plans.

Number of
Number of Securities
Securities to be Available for
Issued Upon Weighted Average Future Issuance
Exercise of Exercise Price of Under Equity
Plan Category Outstanding Options Outstanding Options Compensation Plan
Equity compensation plans that have been
approved by security holde 1,627,72! $ 3.31 496,71:
Equity compensation plans not approved by
security holder: — — —
Total 1,627,72! $ 3.31 496,71:
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STOCK PRICE PERFORMANCE GRAPH

Our common stock is listed for trading on the NASD&lobal Market under the symbol “BITI”. The Stock
Price Performance Graph set forth below comparesuimulative total stockholder return on the oungwn stock
for the period from December 31, 2002 through Ddmem31, 2007, with the cumulative total returnte t
NASDAQ U.S. Stock Index and the NASDAQ Health Seegi Index over the same period. The comparisonrees
$100 was invested on December 31, 2002 in our camstaxk, in the NASDAQ U.S. Stock Index and in the
NASDAQ Health Services Index and assumes reinveagtofedividends, if any
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Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31,
2002 2003 2004 2005 2006 2007

Bio-Imaging Technologies, Inc $100.0C |$283.1¢ [$249.0¢ |$146.8: [$366.3¢ |$367.2:
NASDAQ U.S. Stock Inde $100.0C [$149.5. [$162.7. [$166.17 |$182.5¢ |$198.0(
NASDAQ Health Service $100.0C [$152.97 [$192.7! |$264.8¢ |$264.5( |$345.7-

The foregoing Stock Price Performance Graph aradeélinformation shall not be deemed “solicitingt@nial”
or to be “filed”with the SEC, nor shall such information be incogted by reference into any future filing under
Securities Act of 1933 or Securities Exchange Act384, each as amended, except to the extenivinapecifically
incorporate it by reference into such filing.
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Iltem 6. Selected Financial Data

The following table presents selected consolidéitexhcial data. This data is derived from our aedlit
consolidated financial statements and should be ireaonjunction with the “Management’s Discussénd
Analysis of Financial Condition and Results of Gyiiems” and the consolidated financial statementsralated
footnotes included in this Form 10-K.

For the Years Ended,
Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31,

2007 2006 2005 2004 2003
(Dollars in thousands, except per share data and muber of
employees)
OPERATIONS
Service revenu $38,19¢ $32,11f $23,73¢ $25,06¢ $21,74¢
Total revenue $47,907 $40,51¢ $30,48¢ $29,69. $25,21:
Income (loss) from operatiol 3,19( 1,11¢ (4,335 1,60¢ 2,19¢
Net income (loss 2,33: 1,004 (2,54%) 94¢ 2,33¢
Basic earnings (loss) per shi 0.2C 0.0¢ (0.23) 0.0¢ 0.2t
Diluted earnings (loss) per she 0.1¢ 0.0¢ (0.29) 0.0¢ 0.22
Weighted average shares used in compu
Basic earnings (loss) per shi 11,61¢ 11,21¢ 11,11¢ 10,81: 9,27¢
Diluted earnings (loss) per she 12,74* 12,36¢ 11,11« 12,22¢ 10,84¢
FINANCIAL POSITION
Cash, cash equivaler $17,91t $16,16¢ $10,55¢ $ 9,65( $13,28¢
Working capital $ 9,721 10,21¢ 8,05¢ 13,12 12,96¢
Total asset 43,05" 34,10¢ 28,79 28,37« 25,90"
Long-term debt 0 97 551 907 771
Stockholder’ equity 23,52¢ 18,84 17,197 19,51¢ 17,42¢
OTHER DATA
Purchases of property and equipm $ 3926 $223 $1871 $1,84¢ $ 1,641
Depreciation and amortizatic 2,33t 2,03t 2,312 1,76( 1,07¢
Number of employees (not audite 337 283 264 26¢ 228

Item 7. Managemen's Discussion and Analysis of Financial Condition drResults of Operation:
Overview
Pharmaceutical Contract Services

We are a global pharmaceutical contract servicargegtion, providing services that support the potd
development process of the pharmaceutical, biotdolgy and medical device industries. We specializassisting
our clients in the design and management of thegakiinaging component of clinical trials for allogalities,
which consist of computerized tomography (CT), negrresonance imaging (MRI), x-rays, dual energayx
absorptiometry (DXA/DEXA), positron emission tomaghy (PET), single photon emission computerized
tomography (SPECT), quantitative coronary angiolgya(@CA), cardiac MRI and CT, intravascular ultrasd
(IVUS), peripheral quantitative angiography (QVA)decentral nervous system (CNS) MRI and ultrasolil.
provide services that include the processing aadlyais of medical images and the data-basing agula®ory
submission of medical images, quantitative datatexd

Our sales cycle, referring to the period from thespntation by us to a potential client to the gegaent of us
by such client, has historically ranged from thi@évelve months. In addition, the contracts unakich we
perform services typically cover a period of 1B@®months and the volume and type of services padd by us
generally vary during the course of a project. ®ervevenues were generated from 130 clients enassiny 289
distinct projects for fiscal 2007. This compared 88 clients encompassing 284 distinct projectdisoal 2006.
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Our contracted/committed backlog, referred to aklog, is the expected service revenue that rentaibg
earned and recognized on both signed and verbgilBed to contracts. Our backlog was $92.5 millismf
December 31, 2007. This compares to $75.2 millonfeDecember 31, 2006, an increase of 23.0%. imbigase is
primarily due to our sales and marketing effortsfiecal 2007 and an overall market growth for necatiimaging
related services for clinical trials. Contractslimt=d in backlog are subject to termination by dients at any time.
In the event that a contract is cancelled by trentlwe would be entitled to receive payment fbservices
performed up to the cancellation date. The duratfahe projects included in our backlog range filess than thre
months to seven years. We believe that our bacdsists our management as an indicator of our femg-
business. However, we do not believe that bacldagriliable predictor of near-term results becaeseice
revenues may be incurred in a given period on ectdrthat were not included in the previous repgrgeriod’s
backlog and/ocontract cancellations or project delays may oaeargiven period on contracts that were includt
the previous reporting period’s backlog.

We believe that demand for our services and tecigies will continue to grow as the use of digital
technologies for data acquisition and managemeneases in the radiology and drug development camitias. We
also believe that there is a growing recognitiothimithe bio-pharmaceutical industry of the advgetain using an
independent centralized core laboratory for analgéimedical-imaging data and compliance with #gutatory
demands for the submission of such data and thysleaa to a growth in our market share for theseises. The
FDA is also requiring more robust studies and aolditi data for clinical trials. In addition, the Azontinues to
develop sophisticated guidelines for computerizdzhsission of clinical trial data, including medidadages.
Furthermore, we believe that the increased usédhtmedical images in clinical trials, espeqydibr important
drug classes such as anti-inflammatory, neurolagit oncologic therapeutics and diagnostic imagataggenerate
large amounts of image data from a large numbenafling sources. These studies require procesairadysis, dai
management and submission services best handleenidprs with scalable logistical capabilities arteasive
experience working with research facilities worldei However, due to several factors, includinghouit
limitation, competition from commercial competit@sd academic research centers and the risk aqiroj
cancellations, slowing of patient enrollment ingwing studies or delay of future project awardspagnothers, we
cannot assure you that demand for our servicesemhehologies will grow, sustain growth, or that igiddal revenu
generating opportunities will be realized by us.

CapMed Division

Our CapMed division offers the Personal Health Résoftware, referred to as PHR, and the patendipgn
Personal HealthKey“ technology. The PHR is a software application #ratbles users to manage and store
personal health information, including their metlicaages, on the privacy of their desktop computdrile linking
directly to sponsor-directed resources such as idifogmation, patient education, or disease gumsi The
Personal HealthKej plugs into a computer’s USB port, allowing doctarsl patients easy access to the patient’s
medical record without the need for additional maack or software, and it is password protected. l§brid
product offering also includes patient access ts@®l health information on line and via cell ph@md is
interoperable with a wide range of third party versd

We intend to expand our CapMed division throughnmships and marketing efforts devoted to the RHR
Personal HealthKe¥ products. We continue to pursue alliances and at@alstrategic alternatives to maximize
shareholder value. We believe that continued eniplaaisimproving patient care and reducing cost ealhtribute tc
the growth of the personal electronic medical rdsanarket. We also have developed an In Case ofgemey
(icePHR™) designed especially for use in emergencies teiggaconsumers with private and timely access to
personal health information in a security-enhare@dronment. CapMed also offers icePHR Mob¥¢hat will
allow access to the information on cell phonesRbd’s and a comprehensive PHR Online product thatoapktur:
and maintain all aspects of personal health managemhe markets for our CapMed division contiruexolve
favorably. We continue to be encouraged by the-kengn prospects for this division although the rawe
generating adoption rate has been slower thaniauib.
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Forward Looking Statements

Certain matters discussed in this Form 10-K arew&od-looking statements” intended to qualify fbe tsafe
harbors from liability established by the Privatz&rities Litigation Reform Act of 1995. Such fomgtdooking
statements may be identified by, among other thitigsuse of forward-looking terminology such asligves”,
“expects”, “may”, “will", “should” or “anticipates’or the negative thereof or other variations ther@ocomparable
terminology, or by discussions of strategy thabime risks and uncertainties. In particular, oatestnents regardin
our projected financial results; growth potent@ éur CapMed division; the demand for our servized
technologies; growing recognition for the use afdpendent centralized core laboratories; trendarthe
outsourcing of imaging services in clinical triadlealized return from our marketing efforts; incged use of digital
medical images in clinical trials; integration afracquired companies and businesses; expansmnémt business
segments; the success of any potential acquisitindghe integration of current acquisitions; dmellevel of our
backlog are examples of such forward-looking stateisn The forward-looking statements include riskd
uncertainties, including, but not limited to, tlmihg of revenues due to the variability in sizegge and duration of
projects, estimates made by management with refpectr critical accounting policies, regulatoryaes, clinical
study results which lead to reductions or candehatof projects, and other factors, including gaheconomic
conditions and regulatory developments, not within control. The factors discussed in this FornKl@ad
expressed from time to time in our filings with tBEC, as well as the risk factors set forth in Bosm 10-K, could
cause actual results and developments to be mtelifferent from those expressed in or implieddnch
statements. The forward-looking statements are roaljeas of the date of this filing, and we undketao
obligation to publicly update such forward-lookisitements to reflect subsequent events or cireaunoss.

Critical Accounting Policies, Estimates and Risks

Our discussion and analysis of our financial caaditind results of operations are based upon ons@idlatec
Financial Statements, which have been preparedcordance with accounting principles generally ptee in the
United States. The preparation of financial stat@san accordance with generally accepted accogiptimciples ir
the United States requires management to makeassmand assumptions that affect the reported aimiofiassets
and liabilities, including the recoverability ofnigible and intangible assets, disclosure of coetihgssets and
liabilities as of the date of the financial staterseand the reported amounts of revenues and eapelsing the
reported period.

On an on-going basis, we evaluate our estimates nTdst significant estimates relate to the recagnibf
revenue and profits based on the proportional padace method of accounting for fixed service et and
income taxes.

We believe the following critical accounting poésiaffect our more significant judgments and edtsased
in the preparation of our Consolidated Financiat&nents:

Revenue. Service revenues are recognized over the conatbietrm of the Company’s customer contracts
using the proportional performance method, whidbaised on hours incurred as a percentage of sitelaged
hours. Service revenues are first recognized wheiCompany has a signed contract from a customiehwh
(i) contains fixed or determinable fees; (ii) coligbility of such fees is reasonably assured; andé¢rvices are
performed. Any change to recognized service revasieeresult of revisions to estimated total haues
recognized in the period the estimate changes.

The Company enters into contracts that contairdfixedeterminable fees. The fees in the contraets a
based on the scope of work we are contracted forperthere are unitized fees per service and fieed with
a total estimated for the contract based upondtimated unitized service expected to be perforrasdyell as
the service to be delivered under the fixed feemammant of the contract. The units are estimateddas the
information provided by the customer, and the Camygaills the customer for actual units completed in
accordance with the terms of the contract. In trenethat a contract is cancelled by the clientyweeld be
entitled to receive payment for all services perfed up to the cancellation date.

The Company, at the request of its clients, diyetintract with and pay independent radiologistfenred
to as Readers, who review the client’s imaging datpart of the clinical trial. The costs of theaRers
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and other out-of-pocket expenses are reimburs#tet€ompany and recognized gross as reimbursement
revenues pursuant to EITF 99-19 “Reporting Revdbrgss as a Principal versus Net as an Agent”.

Long-lived Assets, Intangibles and GoodwiManagement annually evaluates the net realiaabie of
long-lived assets, including property and equipmietangibles and goodwill relying on a number aétbrs
including operating results, business plans, ecanpnojections and anticipated future cash floviishése
factors indicate that the carrying value of a Itimgd asset exceeds the net realizable value, tmep@ny will
record an impairment and reduce the carrying vafube asset to the net realizable value.

Capitalized Software DevelopmentVe capitalize development costs for a softwacgegpt once the
preliminary project stage is completed, we haveroitted to fund the project and it is probable tinet project
will be completed and the software will be usegésform the function intended. We cease capitatinaat
such time as the computer software project is antisily complete and ready for its intended ude T
determination that a software project is eligile dapitalization and the ongoing assessment avierability
of capitalized software development costs requirsilerable judgment by us with respect to cegaternal
factors including, but not limited to, anticipatedure revenue, estimated economic life and chaigssftware
and hardware technologies.

Income Taxes.We evaluate the need to record a valuation alhaedo reduce our deferred tax assets
amount that is more likely than not to be realizadassessing the need for the valuation allowanee;onside
our future taxable income and going prudent and feasible tax planning stratedrethe event that we were
determine that, in the future, we would be ableetize our deferred tax assets in excess of ttsawerded
amount, an adjustment to the deferred tax asseltvii@umade, thereby increasing net income in thiegesuct
determination was made. Likewise, should we detegrttiat it is more likely than not that we will beable to
realize all or part of our net deferred tax assehée future, an adjustment to the deferred tagtassuld be
charged, thereby decreasing net income in the ¢hstioch determination was made. We recognize caeing
liabilities for any tax related exposures when ghegposures are reasonably possible.

Derivatives. As needed, we may use derivative financial ims&nts to reduce the risk caused by interest
rate fluctuations. The derivative instruments aseheld for trading purposes. Derivatives are anted for in
accordance with FAS No. 133, “Accounting for Detiva Instruments and Hedging Activities.” We recagn
derivative instruments as either assets or ligdsliin our balance sheet and measure them atdfie vif
designated as a cash flow hedge, the correspootiangges in fair value are recorded in stockholdqtsty (as
a component of comprehensive income/expense).

Stock-based compensation costffective January 1, 2006, we account for stoakdnl compensation
costs in accordance with SFAS 123R, which requhlresneasurement and recognition of compensatioarss
for all stock-based payment awards made to our @epk and directors. Under the fair value recogmiti
provisions of SFAS 123R, stodlased compensation cost is measured at the grenbased on the value of 1
award and is recognized as expense over the vegstingd. Determining the fair value of the stoclsdé
awards at the grant date requires considerablerjady In addition, judgment is also required irireating the
amount of stock-based awards that are expected torfeited. If the actual experience differs sfgpaintly
from the assumptions used to compute our stockebemmpensation cost, or if different assumptiors heen
used, we may have recorded too much or too littleksbased compensation cost.

Foreign Currency Risks

Our financial statements are denominated in U.Baido Fluctuations in foreign currency exchangesaould
materially increase the operating costs of outifas in the Netherlands and France, which areoEl@nominated.
A 10% increase or decrease in the Euro to U.Sadsflot exchange rate would result in a chang®&46 %829 and
$41,600 to our net asset position, at Decembe2@17 and December 31, 2006, respectively. In amditertain of
our contracts are denominated in foreign curreWéy .believe that any adverse fluctuation in theifpreurrency
markets relating to these costs will not resultrily material adverse effect on our financial caadibr results of
operations. In the event we derive a greater podfoour service revenues from international openst factors
associated with international operations, includihgnges in foreign currency exchange rates, cafiddt our
results of operations and financial condition.
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We hedge our foreign currency exposure when amghpopriate to mitigate the adverse impact of tlating
exchange rates. Our foreign currency financiakimeents primarily consist of cash, trade receivahpeepaid
expenses, fixed assets, trade payables and acexpedses. We were in a net asset position at Dexredih 2007
and December 31, 2006. An increase in the excheatgavould result in less net assets when convéoted
U.S. dollars. Conversely, if we were in a net li#pposition, a decrease in the exchange rate eveegult in more
net liabilities when converted to U.S. dollars.

Results of Operations

The results of operations for our CapMed segmembisnaterial to the trend of the financials aneréfore, the
results of operations discussed below includes bottPharmaceutical Contract Services and CapMguhaets.

Year Ended December 31, 2007 Compared with YeardehDecember 31, 2006.

% of % of
Total Total %
2007 Revenue¢ 2006 Revenu¢ $ Change  Change
Service revenue $38,196,15 79.1%  $32,114,60 79.2%  $6,081,55: 18.%
Reimbursement revenu 9,711,12 20.2% 8,404,18! 20.7% 1,306,93! 15.6%
Total revenues 47,907,28 10(% 40,518,79 100.(% 7,388,49. 18.2%
Cost and expense
Cost of service revenu 21,948,75 45.8% 19,752,39 48.7% 2,196,36; 11.1%
Cost of reimbursement revent 9,711,12 20.2% 8,404,18 20.7% 1,306,93! 15.€%
Sales and marketing expen: 6,855,11. 14.2% 5,739,30: 14.2% 1,115,81. 19.4%
General and administrative expen 6,202,65: 12.9% 5,507,51. 13.6% 695,14( 12.6%
Total cost and expense 44,717,65 93.2% 39,403,40 97.2% 5,314,25; 13.5%
Income from operations 3,189,63: 6.7% 1,115,309 2.8% 2,074,23! 186.(%
Interest incom: 654,69: 1.4% 559,81t 1.4% 94,87 16.%
Interest expens (11,569) (0.0)% (56,33¢) (0.1)% 44,77¢ (79.5%
Income before income tay 3,832,76, 8.C% 1,618,87. 4.C% 2,213,89. 136.&%
Income tax provisiol 1,499,69! 3.1% 614,77. 1.5% 884,91¢ 143.9%
Net income $ 2,333,07. 4% $ 1,004,09 2.5%  $1,328,97. 132.2%

Service revenues were $38,196,156 for fiscal 20@7%82,114,604 for fiscal 2006, an increase of 6,862,
or 18.9%. The increase in service revenues wasadae increase in work performed from our increasatract
signings in fiscal 2006 and 2007. Our primary scofp&ork in both periods included medical-imagiragye
laboratory services and imagesed information management services. Our baekl@gecember 31, 2007 increa:
to $92.5 million from $75.2 million at December 2D06, an increase of 23.0%. We believe this irseréa backlog
is an indicator that the overall market growthfoedical-imaging related services for clinical tiabntinues to be
positive, subject to project cancellations, slowarigatient enrollment in on-going studies and gelaf future
project awards. Service revenues were generated 89 clients encompassing 289 distinct projeatsiseal 2007
This compares to 128 clients encompassing 284dtgtrojects for fiscal 2006. Contracts with HoffineLa Roche
which encompassed 11 projects, represented 13.4%r afervice revenues for the year ended Decentheé?(®7,
while one client, Novartis Pharmaceutical, Inc.jehhencompassed 14 projects, represented 10.9%r aleovice
revenues for the year ended December 31, 2006icBeevenues generated from our client base, vetille
concentrated as measured by the number of clieasscontinued to become more dispersed over tintewa
believe more diversification is evident when reveroncentration is measured by the number of iddali projects
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Reimbursement revenues and cost of reimbursemestues was $9,711,128 for fiscal 2007 and $8,4@®4,18
for fiscal 2006, an increase of $1,306,939, or ¥b.Reimbursement revenues and cost of reimbursemesues
consist of payments received from the customerdionbursable costs. Reimbursement revenues anaftost
reimbursement revenues fluctuate significantly dfiercourse of any given project and quarter tatquaariations
are a reflection of this project timing. Therefooey management believes that reimbursement regeancb cost of
reimbursement revenues are not a significant indicaf our overall performance trends. At the resju our
clients, we may directly pay the independent ramjigts who review our client’s imaging data. Intseases, per
contractual arrangement, these costs are billedtelients and are included in reimbursement regsrand cost of
reimbursement revenues.

Cost of service revenues was $21,948,752 for fidear and $19,752,390 for fiscal 2006, an incredse
$2,196,362, or 11.1%. Cost of service revenuefigoal 2007 and 2006 was comprised of professisakries and
benefits and allocated overhead. The increaseshafservice revenues is primarily due to the tholdiof operating
costs from Theralys S.A. The decrease in costmicerevenues as a percentage of total revenués. 836 for
fiscal 2007 from 48.7% for fiscal 2006 is primardstributable to increased efficiencies for a lownerease in cost
of service revenue as compared to a higher incieasrvice revenues. The cost of service reveaaespercentage
of total revenues also fluctuates due to work-fiariations in the utilization of staff and the nukservices
provided by us in any given period. We expect thatcost of service revenues will continue to iasein fiscal
2008 as service revenues increase.

Sales and marketing expenses were $6,855,114sfral 2007 and $5,739,303 for fiscal 2006, an irswed
$1,115,811, or 19.4%. Sales and marketing expendisal 2007 and 2006 were comprised of diretgsand
marketing costs, salaries and benefits and alldaaterhead. The increase is primarily due to aremse in our
CapMed division’s sales and marketing expense$65®00 and an increase in the Company’s tradeshow
attendance and marketing expenditures. We expacsétes and marketing expenses will increasesaalfi2008 as
we continue to expand our market presence in thetStates and Europe. Sales and marketing expassa
percentage of total revenues was 14.3% for fise@r2and 14.2% for fiscal 2006.

General and administrative expenses were $6,202g858cal 2007 and $5,507,518 for fiscal 2006 rmreas
of $695,140, or 12.6%. General and administratipeases in fiscal 2007 and 2006 consisted primafialaries
and benefits, depreciation and amortization, psiéesl and consulting services, office rent anghomate insuranc:
The increase is primarily due to an increase ifigssional and consulting services. We expect thageneral and
administrative expense will increase in 2008 duartticipated additional expenditures for complianith the
Sarbanes-Oxley Act of 2002. The decrease in geaathhdministrative expenses as a percentageabfévenues
to 12.9% for fiscal 2007 from 13.6% for fiscal 2086rimarily due to a greater increase in ourltaaenues for
fiscal 2007.

Net interest income was $643,130 for fiscal 2004 et interest income was $503,478 for fiscal 2@06,
increase of $139,652, or 27.7%. This increaseimaily due to a higher investable cash balanceshagher
interest rates on short term investments. Alseréest expense has decreased as our capital leasestaring. Net
interest income and expense for 2007 and 2006npased of interest income earned on our cash baland
interest expense incurred on equipment lease digliga Interest income may decrease in fiscal 200 utilize
cash for acquisitions and also with decreasedententes.

Income before income taxes was $3,832,762 forlfi3@@7 and $1,618,871 for fiscal 2006, an incresse
$2,213,891 or 136.8%. The increase was due totitease in operating income of $2,074,239 due tpmcess
improvement efforts during fiscal 2007.

Our income tax provision for fiscal 2007 was $1,899 and $614,772 for fiscal 2006. Our effectivertte is
39.1% for fiscal 2007 and 37.3% for fiscal 2006eTihcrease in the effective tax rate is due tatiheof pre-tax
income in the U.S. versus the Netherlands and Eramlsich have lower corporate income tax rates.
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Year Ended December 31, 2006 Compared with YeardehDecember 31, 200

% of % of
Total Total %
2006 Revenue 2005 Revenue $ Change Change

Service revenue $32,114,60 79.5%  $23,733,57 77.% $ 8,381,02! 35.2%
Reimbursement revenu 8,404,18! 20.7% 6,752,06. 22.1% 1,652,12 24.5%
Total revenues 40,518,79 100.(% 30,485,64 100.(% 10,033,15 32.%
Cost and expense
Cost of service revenu 19,752,39 48.7% 18,335,51 60.1% 1,416,87 7.7%
Cost of reimbursement revent 8,404,18! 20.7% 6,752,06: 22.1% 1,652,12 24.5%
Sales and marketing expen: 5,739,30. 14.2% 4,772,22. 15.7% 967,08( 20.2%
General and administrative expen 5,507,51 13.€% 4,960,37: 16.5% 547,14( 11.(%
Total cost and expense 39,403,40 97.2% 34,820,17 114.2% 4,583,22. 13.2%
Income (loss) from operations 1,115,39: 2.8% (4,334,53) (14.2% 5,449,92; (125.%%
Interest incom: 559,81¢ 1.4% 189,60¢ 0.6% 370,20° 195.2%
Interest expens (56,33%) (0.1)% (106,28 (0.9% 49,94¢ (47.0%
Income (loss) before income ta 1,618,87. 4.C% (4,251,21) (13.9% 5,870,08. (138.1)%
Income tax provision (benefi 614,77. 1.5% (1,705,84) (5.6% 2,320,61. (136.0%
Net income (loss, $ 1,004,09 2.5% $(2,545,37) (8.9% $ 3,549,47. (139.9%

Service revenues were $32,114,604 for fiscal 20@6%23,733,579 for fiscal 2005, an increase of &B &5,
or 35.3%. The increase in service revenues wasadae increase in work performed from our increasatract
signings in fiscal 2005 and 2006. Our backlog atémeber 31, 2006 increased to $75.2 million from.&5%8illion al
December 31, 2005, an increase of 28.8%. We bel@séncrease in backlog is an indicator thatdherall market
growth for medical-imaging related services fonidal trials continues to be positive, subject tojgct
cancellations, slowing of patient enrollment ingwing studies and delays of future project awas@svice revenut
were generated from 128 clients encompassing Z8ihdi projects for fiscal 2006. This compares 18 tlients
encompassing 270 distinct projects for fiscal 2@é&ntracts with one client, Novartis Pharmaceutical., which
encompassed 14 projects, represented 10.9% ototics revenues for the year ended December 35, 2dtlle nc
one client accounted for 10% or more of our servasenues for the year ended December 31, 200ic8er
revenues generated from our client base, whilecstiicentrated as measured by the number of clibatscontinue
to become more dispersed over time, and we befiere diversification is evident when revenue cotedion is
measured by the number of individual projects. @umary scope of work in both periods included ncalimaging
core laboratory services and image-based informatianagement services.

Reimbursement revenues and cost of reimbursemeshues was $8,404,189 for fiscal 2006 and $6,722,06
for fiscal 2005, an increase of $1,652,127, or Z.Reimbursement revenues and cost of reimbursemesues
consist of payments received from the customerdionbursable costs. Reimbursement revenues anaftost
reimbursement revenues fluctuate significantly dfiercourse of any given project and quarter tatquaariations
are a reflection of this project timing. Therefooey management believes that reimbursement regeamgk cost of
reimbursement revenues are not a significant indicaf our overall performance trends. At the resju our
clients, we may directly pay the independent ramjits who review our client’s imaging data. Intseases, per
contractual arrangement, these costs are billeditelients and are included in reimbursement reesrand cost of
reimbursement revenues.

Cost of service revenues was $19,752,390 for fiag@b and $18,335,513 for fiscal 2005, an incredse
$1,416,877, or 7.7%. Cost of service revenuesisoaf 2006 and 2005 was comprised of professicalaligs and
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benefits and allocated overhead. The increaseshafagevenues is primarily due to the increaseoinsulting costs
associated with project related revenues. The dserin cost of service revenues as a percentageabfevenues to
48.7% for fiscal 2006 from 60.1% for fiscal 2005rEmarily attributable to the reduced revenue 2 as a result
of the contract cancellations in 2004 and procegsavement efforts during fiscal 2006. The cosserfvice
revenues as a percentage of total revenues atdadbes due to work-flow variations in the utilinat of staff and
the mix of services provided by us in any giveniqgutrWe expect that our cost of service revenudiscamtinue to
increase in fiscal 2007 as service revenues inereas

Sales and marketing expenses were $5,739,303fl 2006 and $4,772,223 for fiscal 2005, an irewed
$967,080, or 20.3%. Sales and marketing expendéxcal 2006 and 2005 were comprised of directssated
marketing costs, salaries and benefits and alldaaterhead. The increase is due to an increaseiassbwith our
CapMed division of $349,000, $135,000 in expensssaated with tradeshow appearances and $473000 i
personnel costs and sales commissions due to¢heage in contract signings for fiscal 2006 as amexbto fiscal
2005. We expect that sales and marketing expenifiénarease in fiscal 2007 as we continue to expaar market
presence in the United States and Europe. Thealseig sales and marketing expenses as a percerftagal
revenues to 14.2% for fiscal 2006 from 15.7% fecdl 2005 is primarily due to a greater increassuintotal
revenues for fiscal 2006.

General and administrative expenses were $5,507¢gsXB&cal 2006 and $4,960,378 for fiscal 2005jrmreas
of $547,140, or 11.0%. General and administratipeases in fiscal 2006 and 2005 consisted primafisalaries
and benefits, depreciation and amortization, psiéesl and consulting services, office rent anghomate insuranc:
The increase is primarily due to an increase ifigesional and consulting services. We expect thageneral and
administrative expense will increase in 2007 duartticipated additional expenditures for complianith the
Sarbanes-Oxley Act of 2002. The decrease in geaathhdministrative expenses as a percentageabfévenues
to 13.6% for fiscal 2006 from 16.3% for fiscal 208%rimarily due to a greater increase in ourltaaenues for
fiscal 2006.

Net interest income was $503,478 for fiscal 2006 et interest income was $83,322 for fiscal 2@0b,
increase of $420,156, or 504.3%. This increaseimsgily due to a higher investable cash balanactlagher
interest rates on short term investments. Alseréest expense has decreased as our capital leasesataring. Net
interest income and expense for 2006 and 2005npased of interest income earned on our cash baland
interest expense incurred on equipment lease digliga Interest income may decrease in fiscal 206/ utilize
cash for acquisitions.

Income before income taxes was $1,618,871 forlfa@@6, and we had a loss before income tax of384213
for fiscal 2005, an increase of $5,870,084 or 188.The increase was due to the reduction of $592890f
operating loss from the prior year from greateviserrevenue while expenses increased at a sl@atedue to our
process improvement efforts during fiscal 2006.

Our income tax provision for fiscal 2006 was $672 Y¥ersus an income tax benefit for fiscal 2005 of
$1,705,841. The income tax benefit in fiscal 208&uited from recording a deferred tax benefit fier future tax
savings anticipated from using the net operatiisg arryforwards available at December 31, 2005.e@active ta:
rate is 37.3% for fiscal 2006 and 40.1% for fis2@05. The decrease in the effective tax rate istadiee mix of pre-
tax income in the U.S. versus the Netherlands, whas a lower corporate income tax rate.

24




Table of Contents

Quarterly Results

The following is a summary of unaudited quartedgults of operations for the years ended Decenmhe2(®7
and 2006. This quarterly financial data shoulddsdrin conjunction with the audited consolidatedficial
statements included herein.

Quarter Ended

Dec. 31, Sept. 30, June 30, Mar. 31, Dec. 31, Sept. 30, June 30, Mar. 31,
2007 2007 2007 2007 2006 2006 2006 2006

Service revenue $10,366,16 $ 9,563,24. $ 9,456,75 $ 8,809,98 $ 8,662,57. $ 8,094,14. $ 8,041,191 $ 7,316,69
Reimbursement revenu 2,322,87. 2,893,34: 2,229,44 2,265,46! 2,025,801 2,211,78: 2,173,54! 1,993,05!
Total revenue 12,689,04 12,456,58 11,686,200 11,07545 10,688,37 10,305,92 10,214,74 9,309,75.
Cost and expense
Cost of service revenur 5,802,90° 5,392,92. 5,476,87: 5,276,04. 4,967,04 4,903,641 5,189,92 4,691,78!
Cost of reimbursement revent 2,322,87 2,893,34. 2,229,44 2,265,46! 2,025,801 2,211,78 2,173,54! 1,993,05!
Sales and marketing expen: 1,831,96! 1,724,13. 1,738,98! 1,560,02 1,491,82 1,358,64 1,441,10: 1,447,72:
General and administrative expen 1,605,17! 1,558,061 1,567,14! 1,472,27: 1,342,60: 1,401,85: 1,391,811 1,371,24
Total cost and expens 11,562,92 11,568,46 11,012,45 10,573,81 9,827,28I 9,875,911  10,196,39 9,503,81:
Income (loss) from operatiol 1,126,12: 888,12! 673,74! 501,64: 861,09° 430,00¢ 18,35! (194,06))
Interest incomt 170,35( 168,29! 155,49¢ 160,55: 166,46° 146,90 128,91: 117,53¢
Interest expens (287) (1,149 (6,401) (3,73) (15,30¢) (10,159 (13,69 (17,189
Income (loss) before income tax provis

(benefit) 1,296,18! 1,055,27. 822,84( 658,46: 1,012,251 566,75¢ 133,57( (93,71
Income tax provision (benefi 498,75 408,41. 329,13t 263,38! 399,30( 200,08: 53,42¢ (38,03¢)
Net income (loss $ 797,42¢ $ 646,86: $ 493,70 $ 39507¢ $ 612,95t $ 366,67¢ $ 80,14: $ (55,67
Basic (loss) income per common sh $ 0.07 $ 0.06 $ 004 $ 00: $ 0.0t $ 0.0z $ 001 $ (0.07)

Weighted average number of common sh  11,725,03  11,658,03 11,602,17 11,467,01 11,282,722 11,213,88 11,202,71  11,180,31
Diluted (loss) income per common sh $ 0.06 $ 0.0t $ 0.0¢ $ 0.0: $ 0.0t $ 0.0z $ 001 $ (0.01)
Weighted average number of diluti

common equivalent shar 12,856,13 12,677,70. 12,653,58 12,657,40 12,372,34 1212561 12,171,37 11,180,31
See Notes to the Condensed Consolidated Finartei@®ents
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Liquidity and Capital Resources

2007 2006
Net cash provided by operating activit $8,693,81. $8,528,68!
Net cash used in investing activiti $(7,434,88) $(2,232,46)
Net cash provided by (used in) financing activi $ 489,45 $ (683,62

At December 31, 2007, we had cash and cash eqotsad€$17,914,639. Working capital, defined ageuoir
assets minus current liabilities, at December 8072vas $9,720,616 as compared to working cagital a
December 31, 2006 of $10,218,505.

Net cash provided by operating activities for fls#@07 was $8,693,811 as compared to net cashdediy
operating activities of $8,528,685 for fiscal 2006is increase is primarily due to the increaseahincome in fisci
2007 of $1.3 million, offset by the decrease in acrounts receivable of $1.2 million from the prjear.

Net cash used in investing activities consistsufiovestment in capital and leasehold improvemehts
$3,927,578 and our acquisition of Theralys for $3,311. We currently anticipate that capital expemes for
fiscal 2008 will be approximately $3.5 million. T8eeexpenditures primarily represent additional aggs in our
networking, data storage and core laboratory cépabifor both the United States and European atpars as well
as capitalization of software costs.

Net cash provided by financing activities is priityaattributable to a tax benefit related to stagkions of
$642,855 and proceeds from stock option exercit®8@lL,056 offset by payments on capital lease6#,458.

The following table lists our cash contractual ghtions as of December 31, 2007:

Payments Due by Perioc

Less Than More Than
Contractual Obligations Total 1 Year 1-3 Years 3-5 Years 5 Years
Capital lease obligatior $ 97,03¢ $ 97,03¢ — — —
Facility rent operating leas: 5,145,38! 1,643,72 2,599,31i 902,35t¢ —
Employment agreemen 650,83: 575,00( 75,83! —
Total contractual cash obligatio $5,893,25!  $2,315,75  $2,675,14.  $902,35¢ —

On February 6, 2007, we acquired 100% of the oudétg securities of Theralys, a privately held camp
headquartered in Lyon, France. The aggregate psegbrice was 2,958,285 Euros ($3,853,462 as detedhliy an
agreed upon exchange rate), of which 2,375,484H%®,093,122) was paid in cash and $760,340 widsnpthn
93,408 shares of our common stock. We also incu6a@,000 in acquisition costs.

We have neither paid nor declared dividends orcoarmon stock since our inception and do not plguaio
dividends on our common stock in the foreseealiladu

We have not entered into any off-balance shees#i@ions, arrangements or other relationships with
unconsolidated entities or other persons.

We anticipate that our existing capital resourogether with cash flow from operations will be stiéint to
meet our foreseeable cash needs. However, we cassiote you that our operating results will corgitiachieve
profitability on an annual basis in the future. Thieerent operational risks associated with thifahg factors ma
have a material adverse affect on our future liidyzid

« our ability to gain new client contrac

« project cancellations

« the variability of the timing of payments on exigficlient contracts; ar
« other changes in our operating assets and liasi
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We may seek to raise additional capital from eqaitdebt sources in order to take advantage oftigipated
opportunities, such as more rapid expansion, aitiguis of complementary businesses or the developaienew
services. We cannot assure you that additionahéiimg will be available, if at all, on terms accage to us.

Our fiscal year 2008 operating plan contains assiamg regarding revenue and expenses. The achieterhe
our operating plan depends heavily on the timingiofk performed by us on existing projects andathility to gair
and perform work on new projects. Project candelator delays in the timing of work performed ts/an existing
projects or our inability to gain and perform wank new projects could have an adverse impact omloility to
execute our operating plan and maintain adequate ftav. In the event actual results do not meetdperating
plan, our management believes it could executergercy plans to mitigate these effects. Considettie cash on
hand and based on the achievement of the opef@angand management’s actions taken to date, marage
believes it has the ability to continue to genesatficient cash to satisfy our operating requirataén the normal
course of business for at least the next twelvethsand the foreseeable future.

Recently Issued Accounting Statements

On January 1, 2007, we adopted Financial Accour8itaqndards Board Interpretation No. 48 “Accounfing
Uncertainty in Income Taxes” (FIN 48). FIN 48 prékes recognition threshold that a tax positioreiguired to
meet before being recognized in the financial stet@s. Historically, our tax provision for financsaatement
purposes and the actual tax returns have beenrptepaing consistent methodologies. There were atenal
unrecognized tax benefits as of December 31, 2R6€ordingly, the adoption did not have a matemabact on the
financial statements. We do not expect the unredeedrtax benefit to change during the next twehmnths. Any
interest and penalties incurred on settlementaitstanding tax positions would be recorded as gpommnt of tax
expense. We file our tax returns as prescribedhbyax laws of the jurisdictions in which we operadur federal
taxes for years 2005 and 2007 are subject to exdioim Our state taxes for years 2000 through 20686ubject to
examination. Our foreign taxes for years 2002 tghoR006 are subject to examination by the respeetithorities.

In September 2006, the FASB issued SFAS No. 1540y Value Measurements,” (SFAS 157). SFAS 157
defines fair value, establishes a framework for sneag fair value in generally accepted accountirigciples, and
expands disclosures about fair value measuremiBmesprovisions of this standard apply to other aoting
pronouncements that require or permit fair valuasoeements. SFAS 157, as it relates to financsdtagnd
financial liabilities, becomes effective for Biovaging Technologies, Inc. on January 1, 2008. Goréary 12, 200
the FASB issued FSP No. FAS 157-2, “Effective DeftEASB Statement No. 157,” which delays the effectate
of SFAS 157 for all nonfinancial assets and nomfaial liabilities, except those that are recognieedisclosed at
fair value in the financial statements on at leasainnual basis, until January 1, 2009 for calepdar-end entities.
Upon adoption, the provisions of SFAS 157 are tajfyglied prospectively with limited exceptions. Wave
determined that the adoption of SFAS 157, asditeslto financial assets and financial liabilitigh not have a
material impact on the Consolidated Financial $tatgs. We are currently evaluating the potentigldot of
SFAS 157, as it relates nonfinancial assets anfinaortial liabilities, on the Consolidated Finand&aatements.

In February 2007, the Financial Accounting Stand@dard (FASB) issued Statement of Financial Actiogn
Standards (SFAS) No. 159, “Fair Value Option fandficial Assets and Financial Liabilities,” (SFAD)%hich
permits companies to use fair value for reportingppses under GAAP. SFAS 159 is effective for figears
beginning after November 15, 2007. We are curreaxbluating SFAS 159 and the related impact orfinancial
position and results of operations.

In December 2007, the Financial Accounting Stansi&wolard (FASB) issued Statement of Financial
Accounting Standards (SFAS) No. 141R, “Business Rioations (Revised 2007),” (SFAS 141R) which adskess
ways to improve the relevance, representationtldffdness, and comparability of the informationttaaeporting
entity provides in its financial reports about aibess combination. This statement applies proségto business
combinations for which the acquisition date is omfber fiscal years beginning December 15, 20G8rd$pective
application is not permitted. The Company is cullyeavaluating SFAS 141R and the related impacvnfinancia
position and results of operations.
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Existing Contracts

As of December 31, 2007, we had entered into aggatnwith 71 companies, encompassing 167 projects,
provide services in the aggregate amount of $15@l®n through October 2012, of which servicesue at
$92.5 million remain to be completed. Such congrace subject to termination by us or our clien@ng time or fo
any reason. In addition, clients’ clinical trialsather projects are subject to timing and sconghs. Therefore,
total service revenue generated by us during teefithese contracts may be less than initialre@btvalues.

ltem 7a. Quantitative and Qualitative Disclosures About MagkRisk.
Interest Rate Risk

We invest in high-quality financial instrumentsymarised of savings accounts, certificate of depasiid
money market funds. Due to the short-term natuiuofinvestments, we do not believe that we hayenaaterial
exposure to interest rate risk arising from ouestments.

Foreign Currency Risk

In accordance with our current foreign exchange rak management policy, since inception, we have
purchased twenty monthly Euro call options. Ninete®nthly call options were in the amount of 250,&uros
each, and one call option was for 200,000 Eurosufticipated additional costs in May, 2006. Thstfexpiration
was on July 27, 2005, and the last expiration wadarch 2007 with a strike price ranging from $1t@&1.27.
These options were intended to hedge against thesexe to variability in our cash flows resultimgrh the Euro
denominated costs for our Netherlands subsidiagy pald a total premium of $132,109 for the options.

During the twelve months ended December 31, 20@7exercised the remaining two options and a gain of
$10,398 was recognized in the Consolidated Stateaféncome on the exercised options. During thelve
months ended December 31, 2006, we exercised sptiems and a loss of $10,784 was recognized in the
Consolidated Statement of Income.

Under our current foreign exchange rate risk mamesge policy, and upon expiration or ineffectivenebthe
derivative, we will record a gain or loss from therivative that is deferred in stockholders’ equitycost of
revenues and general and administrative expenghs i@onsolidated Statement of Income based onaghee of
the underlying cash flow hedged.

During the year ended December 31, 2007, we hatvpurohased any additional such Euro call options,
because our foreign currency needs are generatyg Ibeet by the cash flow generated by Euro denoraiha
contracts. As of December 31, 2007, there are mstanding derivative positions.

See “Management’s Discussion and Analysis of Firs@ondition and Results of Operations — Foreign
Currency Risks” for a more detailed discussionwfforeign currency risks and exposures.
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Report of Independent Registered Public Accountingrirm

To the Board of Directors
And Stockholders of
Bio-Imaging Technologies, Inc.:

In our opinion, the accompanying consolidated bhadasheets and the related consolidated statenfents o
income, comprehensive income, shareholders’ eauitycash flows, present fairly, in all materialpests, the
financial position of Bio-Imaging Technologies, Irad its subsidiaries at December 31, 2007 an6,20t the
results of their operations and their cash flowssfach of the three years in the period ended Deeefil, 2007 in
conformity with accounting principles generally apted in the United States of America. These firsstatementi
are the responsibility of the Company’s managent@ut.responsibility is to express an opinion orsthBnancial
statements based on our audits. We conducted dits @f these statements in accordance with thelatas of the
Public Company Accounting Oversight Board (Unitedt&s). Those standards require that we plan arfidrpethe
audit to obtain reasonable assurance about whittbdinancial statements are free of material ratestent. An
audit includes examining, on a test basis, evidsnpporting the amounts and disclosures in thenizé
statements, assessing the accounting principlesarsg significant estimates made by managementeaadating
the overall financial statement presentation. Weetee that our audits provide a reasonable basisto opinion.

As discussed in Note 7 to the consolidated findrst&ements, the Company changed the manner ichvithi
accounts for share-based compensation in 2006.

/sl PricewaterhouseCoopers LLP
Philadelphia, PA

March 5, 2008

30




Table of Contents

BIO-IMAGING TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

December 31

2007 2006
ASSETS

Current assets
Cash and cash equivalel $17,914,63 $16,166,26
Accounts receivable, net of allowance for doubéfttounts of $28,996 and $14,000,

respectively 5,881,08! 5,564,741
Prepaid expenses and other current a: 1,234,94 1,237,40!
Deferred income taxe 2,930,46! 2,210,801
Total current assets 27,961,14  25,179,21
Property and equipment, r 7,980,07; 5,908,28:
Intangibles, ne 449,59¢ 353,73
Goodwill 6,025,05; 1,873,701
Deferred income taxe — 272,95:
Other asset 641,41¢ 519,82:
Total Assets $43,057,28 $34,107,71

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
Accounts payabl $ 1,864,004 $ 1,720,48:
Accrued expenses and other current liabili 4,615,97. 3,334,55:
Deferred revenu 11,663,47 9,451,21!
Current maturities of capital lease obligatit 97,03¢ 454 ,45¢
Total current liabilities 18,240,52 14,960,71
Long-term capital lease obligatiol — 97,03¢
Deferred income ta— nor-current 691,09: —
Other liability 597,07( 208,20t
Total liabilities 19,528,69  15,265,95
Commitments and Contingencies
Stockholder equity:
Preferred stock — $.00025 par value; authorize@@@O shares, 0 issued and

outstanding at December 31, 2007 and Z — —
Common stock — $.00025 par value; authorized 18(@@0shares, issued and

outstanding 11,765,483 and 11,309,550 shares arblesr 31, 2007 and 2006,

respectively 2,94: 2,82
Additional paic-in capital 25,084,15  22,864,39
Accumulated defici (1,709,54) (4,042,61)
Accumulated other comprehensive inca 151,03t 17,15]
Stockholders equity 23,528,59 18,841,75
Total liabilities and stockholders’ equity $43,057,28 $34,107,71

The accompanying notes are an integral part oktetements.
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BIO-IMAGING TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

For the Year Ended December 31

2007 2006 2005

Service revenue $38,196,15 $32,114,60 $23,733,57
Reimbursement revenu 9,711,12i 8,404,18! 6,752,06:
Total revenues 47,907,28  40,518,79  30,485,64
Cost and expense

Cost of service revenu: 21,948,75  19,752,39  18,335,51

Cost of reimbursement revent 9,711,12! 8,404,18! 6,752,06:

Sales and marketing expen: 6,855,11. 5,739,30: 4,772,22.

General and administrative expen 6,202,65! 5,507,51i 4,960,371
Total cost and expense 44,717,65 39,403,400 34,820,17
Income (loss) from operations 3,189,683 1,115,39. (4,334,53)
Interest incom 654,691 559,81¢ 189,60¢
Interest expens (11,567) (56,339 (106,287
Income (loss) before income ta 3,832,76: 1,618,87. (4,251,21)
Income tax provision (benefi 1,499,69 614,77. (1,705,84)
Net income (loss $ 2,333,07, $ 1,004,090 $(2,545,37)
Basic income (loss) per common sh $ 0.2C $ 0.0¢ $ (0.29)
Weighted average number of common sh 11,615,57 11,219,28  11,114,48
Diluted income (loss) per common sh $ 0.1¢ % 0.0¢ $ (0.29)
Weighted average number of dilutive common equiviadbare: 12,744,58  12,364,04 11,114,48

The accompanying notes are an integral part oktetements.
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BIO-IMAGING TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Other

Additional Comprehensive
Common Stock Paid-in Accumulated Gain Stockholders’
Shares Amount Capital Deficit (Loss) Equity

Balance at December 31, 2C 11,027,32 $2,757 $22,016,23 $(2,501,34)) — $19,517,64
Stock options exercise 110,41° 28 93,26¢ — — 93,29:
Restricted shares issu 30,00( 7 42,24t — — 42,25
Stock based compensati — — 70,58’ — — 70,581
Tax benefit on exercise of stock optic — — 80,00( — — 80,00(
Net unrealized loss on derivati

instruments — — — — (61,57¢) (61,57¢)
Net loss — — — (2,545,37) — (2,545,37)
Balance at December 31, 2C 11,167,73 $2,79: $22,302,32 $(5,046,71) $ (61,57¢ $17,196,82
Stock options exercise 126,96 32 153,25- — — 153,28t
Restricted shares issu 14,85( 3 (5,139 — — (5,129
Stock based compensati — — 362,51( — — 362,51(
Tax benefit on exercise of stock optic — — 51,43( — — 51,43(
Net unrealized gain on derivati

instruments — — — — 78,73t 78,73t
Net income — — — 1,004,09! 1,004,09!
Balance at December 31, 2C 11,309,55 $2,827 $22,864,39 $(4,042,61) $ 17,157 $18,841,75
Stock options exercise 341,67! 87 300,96¢ — — 301,05t
Restricted shares issu 14,85( 4 4) — — —
Stock issued for acquisitiol 99,40¢ 25 801,83t — — 801,86:
Stock based compensati — — 474,11 — — 474,11
Tax benefit on exercise of stock optic — — 642,85! — — 642,85!
Net unrealized loss on derivati

instruments — — — — (17,157 (17,15
Equity adjustment from foreign currency

translation 151,03¢ 151,03t
Net income — — — 2,333,07. — 2,333,07.
Balance at December 31, 2C 11,765,48 $2,94: $25,084,15 $(1,709,54) $ 151,03t $23,528,59

For the Year Ended December 31

2007 2006 2005
Statement of comprehensive income
Net income (loss $2,333,07. $1,004,09' $(2,545,37)
Net unrealized income (loss) on derivative instrata (17,157 78,73t (61,579
Equity adjustment from foreign currency translal 151,03t —
Total comprehensive income (los $2,466,95. $1,082,83. $(2,606,95()

The accompanying notes are an integral part okteegements.
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BIO-IMAGING TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Year Ended December 31
2007 2006 2005

Cash flows from operating activitie
Net income (loss $ 2,333,07. $ 1,004,09" $(2,545,37)
Adjustments to reconcile net income (loss) to reshcprovided by

Operating activities, net of acquisitic

Depreciation and amortizatic 2,334,71! 2,035,091 2,311,85:
Provision (benefit) for deferred income ta; 286,02° 24,20: (1,817,04)
Sales leaseback deferred ge — 16,51¢
Bad debt benefit (provisior 14,99¢ 16,13: (20,877
Stock based compensation expe 474,11. 357,38 71,72¢
(Gain) Loss on foreign currency optic (20,399 81,51: 29,10(
Changes in operating assets and liabilities, natqtiisitions
(Increase) decrease in accounts receiv (144,63¢) 1,050,59 1,337,13:
Increase in prepaid expenses and other currensi (77,339 (234,26¢) (91,796
Increase in other asst¢ (53,079 (92,76¢) (108,839
Increase (decrease) in accounts pay 78,05¢ (271,290) 411,06°
Increase in accrued expenses and other curreiitiest 1,342,40: 1,359,37. 262,15¢
Increase in deferred reven 2,092,94. 3,196,19: 3,178,39
Increase in other liabilitie 22,92 2,421 74,10¢
Net cash provided by operating activities 8,693,81. 8,528,68! 3,118,14.
Cash flows used in investing activitis
Purchases of property and equipm (3,927,57) (2,232,46) (1,870,97)
Net cash paid for acquisitic (3,507,31) — —
Net cash used in investing activitie (7,434,88) (2,232,46) (1,870,97)
Cash flows from financing activitie
Payments under equipment lease obligat (454,459 (874,26 (825,779
Premiums paid for foreign currency optic — (14,077 (118,03
Proceeds from exercise of stock opti 301,05¢ 153,28t 93,30(
Excess tax benefit related to stock opti 642,85! 51,43( —
Proceeds from sales leaseb. — — 506,87:
Net cash provided by (used in) financing activities 489,45: (683,629 (343,639
Net increase in cash and cash equival 1,748,37! 5,612,59 903,52¢
Cash and cash equivalents at beginning of p¢ 16,166,26 10,553,66 9,650,141
Cash and cash equivalents at end of peric $17,914,63 $16,166,26. $10,553,66
Supplemental disclosure of cash flow information
Cash paid during the period for inter $ 11,56 $ 56,33t $ 106,28
Cash paid during the period for income ta $ 60433 $ 97,62 $ 228,16¢
Supplemental schedule of noncash investing and finaing
activities:
Equipment purchases under capital lease obliga o — $ 62253

The accompanying notes are an integral part okteegements.
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For the Year Ended December 31,

2007 2006 2005
Supplemental cash flow disclosur:
Schedule of non cash investing and financing g
Increase in property, plant and equipment acqaisitin accounts payakt $10,53: $310,84¢ $79,231

For the Year Ended
December 31,

2007 2006 2005
Acquired business
Accounts receivabl $ 227,76 — —
Property and equipme 185,26: — —
Other asset 53,43: — —
Intangible assets and goodw 4,531,58! — —
Net current liabilities assume (377,13) — —
Other liabilities assume (353,26) — —
Common stock issue (760,34) — —
Cash paid for acquired business, net of cash aaxdjoir $200,97: $3,507,31. — —

The accompanying notes are an integral part oktetements.
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BIO-IMAGING TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and Summary of Significant AccountingPolicies
Description of Business

Bio-Imaging Technologies, Inc. and Subsidiariesi¢“Bnaging” or the “Company”) is a pharmaceutical
contract services organization, operating in twsilbess segments, the pharmaceutical servicesativésid the
CapMed division. The pharmaceutical services divigirovides services that support the product dgveént
process of the pharmaceutical, biotechnology andicakdevice industries. We specialize in assistingclients in
the design and management of the medical imagingpoaent of clinical trials for all modalities, whiincludes
computerized tomography (CT), magnetic resonanegiing (MRI), radiography, dual energy x-ray absiorpetry
(DXA/DEXA), positron emission tomography (PET), gi@ photon emission computerized tomography (SPECT)
guantitative coronary angiography (QCA), cardiaclMRd CT, intravascular ultrasound (IVUS), perigier
guantitative angiography (QVA), central nervoustsgs(CNS) MRI and ultrasound. We provide servitex t
include the processing and analysis of medical @samnd the data-basing and regulatory submissioredfcal
images, quantitative data and text. The CompangjsM&d division includes the Personal Health Re¢tRHR")
software and the patent-pending Personal HealtiKegchnology. The PHR is a software application ératbles
users to manage and store personal health infaymaticluding their medical images, on the privatyheir
desktop computer, while linking directly to sponsinected resources such as drug information, pe&ducation,
or disease guidelines. The Personal HealthRegjugs into a computer’'s USB port, allowing doctarsl patients
easy access to the patient’s medical record wittieuheed for additional hardware or software, iargdpassword
protected.

Principles of Consolidation

The accompanying consolidated financial statemieotade the accounts of the Company and its whaliyrec
subsidiaries, Oxford Bio-Imaging Research, Inc. Biatimaging Technologies Holding B.V. All intercqrany
transactions and balances have been eliminated.

Basis of Presentation

Certain reclassifications have been made to thé 20@ 2006 financial statements to conform to @72
financial statement presentation. We have reclassgdin reimbursable items and have changed #septation of
our service revenues, reimbursement revenuesptestvice revenues and cost of reimbursement tmg&en

Functional Currency

Historically, the functional currency for our Nettads operations was the US Dollar based on &alini
evaluation, as well as periodic evaluations, ofhernic factors as set forth in SFAS 52.

We periodically evaluated the economic facts anclionstances that led to the initial conclusion that
functional currency of the Netherlands operatios Wee US Dollar for any significant changes thagmindicate
that the functional currency of the Netherlandsrapien had changed. Based on our most recent di@iua
performed in connection with the commencement ofquarter ended September 30, 2007, we concludad th
effective July 1, 2007, the functional currencyoaf Netherlands operation is the Euro. The pringgugnomic factc
change was the increase in the sales price andetriadicator of significantly more contracts in EORas well as
the cash flow and financing indicator of US DollarEuro in our Netherlands operation.

The equity adjustment from foreign currency tratisltawas $151,038 at December 31, 2007.

The functional currency for our French operatiagthie Euro based on our initial and periodic evidna of
economic factors as set forth in SFAS 52.
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BIO-IMAGING TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Use of Estimates

The preparation of financial statements in confeymiith accounting principles generally acceptethia
United States requires management to make estimateassumptions that affect the reported amodrassets and
liabilities and disclosure of contingent assets latullities at the date of the financial statenseand the reported
amounts of revenues and expenses during the neggréiriod. Actual results could differ from thostimates.

Fair Value of Financial Instruments

The carrying values of the Company’s financial imstents, which include cash equivalents, accounts
receivable, accounts payable and other accruechegpapproximate their fair values due to theirtshaturities.
Based on borrowing rates currently available toGoenpany for loans with similar terms, the carryisdue of
capital lease obligations approximate fair value.

Cash and Cash Equivalents

The Company maintains cash in excess of FDIC imgerdimits in certain financial institutions. The@@pany
considers cash equivalents to be highly liquid gtreents with a maturity at the time of purchasthofde months or
less.

The Company has a standby letter of credit whigir@pmated $166,000 at December 31, 2007 and ZIXi6
letter of credit represents an irrevocable guamtddulfill the office facilities operating leasbligation.

Revenue Recognition

Service revenues are recognized over the contiiaetua of the Company’s customer contracts usirg th
proportional performance method, which is basetiaurs incurred as a percentage of total estimatedsh Service
revenues are first recognized when the Company Iséggned contract from a customer which: (i) corgdixed or
determinable fees; (ii) collectability of such fegseasonably assured; and (iii) the services wertormed. Any
change to recognized service revenue as a resudvisions to estimated total hours are recognizede period the
estimate changes.

The Company enters into contracts that contairdfixedeterminable fees. The fees in the contraetbased c
the scope of work we are contracted to perfornretiaee unitized fees per service and fixed feel aviiotal
estimated for the contract based upon the estimatitided service expected to be performed, as agethe service
to be delivered under the fixed fee component efdbntract. The units are estimated based on themation
provided by the customer, and the Company billctistomer for actual units completed in accordavitie the
terms of the contract. In the event that a confsacancelled by the client, we would be entitleddceive payment
for all services performed up to the cancellatiated

The Companys revenue recognition policy entails a number tfregtes including an estimate of the total h
that are expected to be incurred on a project, wisizsed as the basis for determining the podfdhe Company’s
revenue to be recognized for each period. The teveecognized in any period might have been mélteaffected
if different assumptions or conditions prevailetieTtiming of the Company’s recognition of revenumid be
revised if there were changes in the total estichaturs (other than scope changes in a projecthathiically resul
in a revision to the contract). The Company reviée/otal estimated hours monthly. Provisionslésises expected
to be incurred on contracts are recognized inifulhe period in which it is determined that a lesk result from
performance of the contractual arrangement.

The Company also incurs direct cost of servicemaes comprised of hours incurred at the outsetooistomer
service arrangement prior to receiving a final sgjeontract and in accordance with CON 6 “Elemeftinancial
Statements” believe that there is probable futememic benefit. Accordingly, the Company defers
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these costs and delays the recording of any reventiighe contract is executed. If a customer dossexecute the
contract, the Company immediately expenses theméefeosts, offset by any deferred service revasseciated
with these costs. The Company had $0 and $31,560stfof service revenues deferred at Decembe2®BX7, and
2006, respectively.

Unbilled services represent revenue recognizediwpicsuant to contractual terms have not yet békul lho
the client. In general, amounts become billablespant to contractual milestones or in accordante wi
predetermined payment schedules. Unbilled sendoegenerally billable within one year from thepagtive
balance sheet date. Deferred revenue is recorded$h received from clients for services that hateyet been
earned at the respective balance sheet date.

The Company, at the request of its clients, diyembintract with and pay independent radiologisfenred to as
Readers, who review the client’'s imaging data asqfghe clinical trial. The costs of the Readans! other out-of-
pocket expenses are reimbursed to the Companyeandmized gross as reimbursement revenues puitsuant
EITF 99-19 “Reporting Revenue Gross as a Prinaipedus Net as an Agent”.

Allowance For Doubtful Accounts

The Company maintains allowances for doubtful ant®on a specific identification method for estiatht
losses resulting from the inability of its custom&y make required payments. If the financial cbodiof its
customers were to deteriorate, resulting in an impent of the customers ability to make paymentsljteonal
allowances may be required. The Company does et &iay off-balance-sheet credit exposure relatéid to
customers and the trade accounts receivable dédseaninterest.

December 31,

2007 2006

Billed trade accounts receivat $5,089,68! $4,781,68;
Unbilled trade accounts receival 745,93¢ 771,81¢
Other 45,46" 11,24¢
Total receivable $5,881,08°  $5,564,74:
Allowance Rollforward

Balance at January 1, 20 $ 3,29t

Additions 14,00(

Write offs (net of recoveries (3,299

Balance at December 31, 2C $ 14,00(

Additions 28,99¢

Write offs (net of recoveries (14,000

Balance at December 31, 2C $ 28,99¢

Property and Equipment

Property and equipment is recorded at historical and depreciated over the estimated useful bése
respective assets. Amortization of leasehold imgnoants is provided for over the lesser of the eelég¢ase term, «
the useful lives of the related assets. The cadtrelated accumulated depreciation of assets fidpreciated, sold,
retired or otherwise disposed of are removed frioeréspective accounts and any resulting gainsssek are
included in the statements of income.

Management annually evaluates the net realizatile\at long-lived assets, including property andipment,
relying on a number of factors including operatiagults, business plans, economic projections and
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anticipated future cash flows. If these factorddate that the carrying value of a long lived agseeds the net
realizable value, the Company will record an impeint and reduce the carrying value of the asdbetoet
realizable value.

Capitalized Software Development

The Company capitalizes development costs for tavaoé project once the preliminary project stage is
completed, management commits to funding the prajed it is probable that the project will be coetptl and the
software will be used to perform the function irded. The Company ceases capitalization at suchaitkee
computer software project is substantially compéetd ready for its intended use. The determinahana software
project is eligible for capitalization and the onggpassessment of recoverability of capitalizedveafe developme
costs require considerable judgment by managemigmr@spect to certain external factors includimgf, not limitec
to, anticipated future revenue, estimated econdifeiand changes in software and hardware techiwdodhe
Company capitalized software development costsl@#8,787 and $1,518,684 for the year ended Decedihe
2007, and 2006 respectively. Amortization experessted to capitalized computer software costs aneolio
$444,805, $357,281, and $311,458 at December 3, 2006, and 2005 respectively. Capitalized saftwa
development costs are included as a componenbpgpty and equipment.

Goodwill and Other Intangible Assets

Goodwill and indefinite-lived intangible assets #sted for impairment at least annually; howetrezse tests
are performed more frequently when events or cheimgeircumstances indicate the carrying value matybe
recoverable. The company’s fair value methodolagyased on quoted market prices, if availableutitgd market
prices are not available, an estimate of fair mavkéue is made based on prices of similar asgaither valuation
methodologies including present value techniquapairment losses would be included in Cost of SerRevenue
and other operating charges. Definite-lived inthlegassets, such as purchased and licensed teghnpbtents and
customer lists are amortized over their estimatsdul lives, generally for periods ranging fronobtyears. The
company continually evaluates the reasonablenetseafseful lives of these assets.

Income Taxes

The Company accounts for income taxes under thagioms of SFAS No. 109, “Accounting for Income
Taxes,"which utilizes the liability method. Deferred taxa® determined based on the estimated futureffiast® of
differences between the financial statement and#mes of assets and liabilities at currently exthtex laws and
rates. A valuation allowance is provided againstdhrrying value of deferred tax assets when manegebelieves
it is more likely than not that the deferred tagets will not be realized. The Company recogninedingent
liabilities for any tax related exposures when thesposures are reasonably possible.

Earnings Per Share

SFAS No. 128 “Earnings per Share” requires thegmtgion of basic earnings per share and dilutenirags
per share. Basic earnings per common share amdaiad by dividing the net income available to Coonm
Stockholders by the weighted average number ofsharCommon Stock outstanding during the periatlit&d
earnings per common share is calculated by dividetgncome by the weighted average number of stadre
Common Stock outstanding, adjusted for the effépitentially dilutive securities using the treasstock method.
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The computation of basic earnings per common siadaliluted earnings per common share is as follows

For the Year Ended December 31

2007 2006 2005

Net income (loss— diluted and basi $ 2,333,07: $ 1,004,090 $ (2,545,37)
Denominato— basic:
Weighted average number of common sh. 11,615,57 11,219,28 11,114,48
Basic income (loss) per common sh $ 02 % 0.0¢ $ (0.29)
Denominato— diluted:
Weighted average number of common sh 11,615,57 11,219,28 11,114,48
Common share equivalents of outstanding stock ng 1,023,47. 967,89t —
Common share equivalents of unrecognized compemsati

expense 105,53¢ 176,86. —
Weighted average number of dilutive common equiviaddare: 12,744,58 12,364,04 11,114,48
Diluted income (loss) per common sh $ 0.1¢ % 0.0¢ $ (0.29)

For the year ended December 31, 2007, optionsrichpee 140,000 shares of the Company’s Common Stock
have been excluded from the calculation of diligachings per common share as they were antidilutile®, we
excluded options to purchase 412,450 and 1,36GB&&s of our common stock for the twelve monthiedn
December 31, 2006 and 2005, respectively, singewleee out-of-the-money and antidilutive.

Derivatives

The Company uses derivative financial instrumemt®tiuce the risk caused by interest rate fluatnatiThe
derivative instruments are not held for tradinggmses. Derivatives are accounted for in accorduwiitte
FAS No. 133, “Accounting for Derivative Instrumetatsd Hedging Activities.” The Company recognizesvdgive
instruments as either assets or liabilities inkhknce sheet and measures them at fair valuesifdated as a cash
flow hedge, the corresponding changes in fair vahgerecorded in stockholders equity (as a comparfen
comprehensive income/expense).

Recently Issued Accounting Statements

In September 2006, the FASB issued SFAS No. 150y Value Measurements,” (SFAS 157). SFAS 157
defines fair value, establishes a framework for sneag fair value in generally accepted accountirigciples, and
expands disclosures about fair value measuremiBmesprovisions of this standard apply to other aoting
pronouncements that require or permit fair valuasneements. SFAS 157, as it relates to financgdtasand
financial liabilities, becomes effective for Bioyaging Technologies, Inc. on January 1, 2008. Goréary 12, 200
the FASB issued FSP No. FAS 157-2, “Effective DeftEASB Statement No. 157,” which delays the effectate
of SFAS 157 for all nonfinancial assets and nomfaial liabilities, except those that are recognieedisclosed at
fair value in the financial statements on at legstnnual basis, until January 1, 2009 for calepdar-end entities.
Upon adoption, the provisions of SFAS 157 are tajyglied prospectively with limited exceptions. Wave
determined that the adoption of SFAS 157, asdteslto financial assets and financial liabilitigd not have a
material impact on the Consolidated Financial $tatets. We are currently evaluating the potentigldot of
SFAS 157, as it relates nonfinancial assets anfinaortial liabilities, on the Consolidated Finand&aatements.

In February 2007, the Financial Accounting Stand@dard (FASB) issued Statement of Financial Actiogn
Standards (SFAS) No. 159, “Fair Value Option fandficial Assets and Financial Liabilities,” (SFA)1®hich
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permits companies to use fair value for reportingppses under GAAP. SFAS 159 is effective for figears
beginning after November 15, 2007. We are curreaxbluating SFAS 159 and the related impact orfinancial
position and results of operations.

In December 2007, the Financial Accounting Stansl&wolard (FASB) issued Statement of Financial
Accounting Standards (SFAS) No. 141R, “Business Kinations (Revised 2007),” (SFAS 141R) which adskss
ways to improve the relevance, representationtldffdness, and comparability of the informationttaaeporting
entity provides in its financial reports about aibess combination. This statement applies proségto business
combinations for which the acquisition date is omfber fiscal years beginning December 15, 20G8rd8pective
application is not permitted. The Company is cullyeavaluating SFAS 141R and the related impacvnfinancia
position and results of operations.

2. Acquisitions

On February 6, 2007, we acquired 100% of the oodétg securities of Theralys, a company headquedter
Lyon, France to expand our therapeutic expertigherCentral Nervous System and Neurovascular aréas
aggregate purchase price was 2,958,285 Euros &35 as determined by an agreed upon exchangeahte
which 2,375,484 Euros ($3,093,122) was paid in eexh$760,340 was paid in 93,408 shares of our camstock.
We also incurred $678,000 in acquisition costs. finehase of the business was accounted for uhdgrurchase
method of accounting. The result of operationsuéralys were included in our financial statementba
acquisition date in our pharmaceutical contractises business segment. The assets acquired fdyiroanisisted of
$4,153,000 goodwill, $291,000 software, $52,00@amsr relationship and $36,000 non-compete.

3. Property and Equipment

Property and equipment, at cost, consists of theviong:

December 31 Estimated
2007 2006 Useful Life
Equipment $ 6,886,75. $ 5,412,80. 5 year:
Equipment under capital leas 4,332,48 4,332,48 5 year
Furniture and fixture 859,32¢ 744,50: 7 year:
Leasehold improvemen 1,175,411 708,82¢ 5 year
Computer software cos 6,385,83l 4,317,82i 5 year
19,639,81 15,516,44
Less: Accumulated depreciation and amortiza (11,659,74) (9,608,16)
Property and equipment, r $ 7,980,07. $ 5,908,28

Accumulated depreciation related to equipment aeduinder capital leases amounted to $3,641,320,
$3,056,588, and $2,389,076 at December 31, 208 @ad 2005, respectively. Accumulated amortizatesated
to capitalized computer software costs amountegl {849,789, $904,984, and $547,704 at Decembe2(8,, 200
and 2005, respectively. Depreciation expense ®ytar ended December 31, 2007, 2006 and 2005 were
$2,051,580, $1,742,484, and $1,963,242, respegtivel
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4. Intangible Assets

Included in other assets, the following is the @eglintangible assets:

December 31 Estimated
2007 2006 Useful Life
Amortized intangible asset

Technology $ 697,50: $ 406,50: 5 year:
Trademark 372,13( 372,13( 5 year:
Customer backlo 217,90( 165,90( 3 year
Non-competition agreeme 211,19( 175,19( 3 year:
Non-competition agreeme 76,95: 76,95: 2 year:

1,575,67! 1,196,67

Accumulated amortizatio (1,126,07) (842,94

$ 44959 $ 353,73

Unamortized intangible asse
Goodwill $6,025,05. $1,873,70!

The goodwill relates to the Company’s PharmaceuBeavices Segment. The Company has evaluated the
goodwill and has determined that there is no immpairt of the values at December 31, 2007. Amortina¢ixpense
of intangible assets for the year ended Decembe2@®17, 2006 and 2005 were $283,133, $292,612 388,$43,
respectively.

Future amortization of the intangible assets ifhsws:

Year Ending
December 31
2007
2008 $ 238,94¢
2009 76,70(
2010 61,20(
2011 58,20(
2012 14,55(
Thereaftel —
$ 449,59

5. Accrued Expenses
Accrued expenses and other current liabilitieseddnber 31, 2007 and 2006 consist of the following:

December 31,

2007 2006
Accrued compensatic $2,616,29.  $1,825,33
Accrued consulting fee 44,86: 75,93:
Accrued income taxe 314,35¢ 435,57t
Accrued othe 1,640,45! 997,71t

$4,615,97.  $3,334,55:
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6. Capital Lease Obligations

Capital lease obligations consist of equipmentdedsdigations at December 31, 2007 and 2006. Thgsawgnt
lease obligations are payable in monthly installteeanging from $3,640 to $15,614 for 2007 and f&¢#00 to
$15,614 for 2006. Interest rates range from 6.10%%0%, through August 2008, and are collaterdllzethe
related equipment.

On May 17, 2005, the Company renewed and amenslagieement with Wachovia Bank, National
Association. The renewed and amended agreemerfowas unsecured committed line of credit of $5,000.
Interest was payable at the LIBOR Market Index Rétis 2.0%. The agreement required the Companyngrathe
things, to maintain certain financial covenantse Tommitted line of credit matured June 30, 2006the Compan
decided not to renew the credit line.

In May 2005, the Company entered into a $506,8%2lsaseback transaction whereby the Company swid a
leased back computer equipment, software, andtiueniThe resulting lease is being accounted far eapital
lease. There was a gain recorded on the sale mntloeint of $16,518 which is being deferred ovellifeeof the
lease. The lease term is for 3 years with an iateete of 6.10%

In August 2005, the Company entered into a $115t@68action whereby the Company leased media
equipment. The resulting lease is being accourtedd a capital lease. The lease term is for 3sywth an interest
rate of 7.50%.

The following is a schedule, by year, of the futom@imum payments under capital leases, togethidr thée
present value of the net minimum payments as oeber 31, 2007:

2008 $98,76¢
2009 —
2010 —
2011 —
2012 and thereafts

Total minimum capital lease payme! 98,76+
Less amount representing inter (1,72%)
Total present value of minimum paym:e 97,03¢
Less current portion of such obligatic 97,03¢

©¥
o

Long-term capital lease obligatiol

7. Stock Based Compensation

Effective January 1, 2006, we adopted the provsmfiStatement of Financial Accounting Standards T¥38R
“Share-Based Payment” (“SFAS 123R"), which estélgssthe financial accounting and reporting starsifod
stockbased compensation plans. SFAS 123R requires thsurament and recognition of compensation expem
all stock-based awards made to employees and alisedhe stockkased compensation cost is measured at the
date, based on the calculated fair value of the@veand is recognized as an expense on a straighbasis over the
requisite service period of the entire award. Tigsod is generally the vesting period of the cgpanding award.
We have adopted the forfeiture rate on stock oiamts issued after January 1, 2006 and the apiplicof the
forfeiture rate on unvested stock options at JantiaP006 was immaterial to our financial statement

At December 31, 2007, the Company has one stookdbasmployee compensation plan. The compensatidn cos
that has been recorded to income under the plathéoyear ended December 31, 2007 was $474,11dhioh
$154,311 is a result of the expensing of stockomstipursuant to FAS 123R, $117,800 is a resulkpéesing
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restricted stock units issued to our Board of Doeand $202,000 is a result of expensing a pielestbck award t
our President and Chief Executive Officer.

On November 9, 2005, the Compensation CommittékeoBoard of Directors of the Company recommended,
and the Company’s Board of Directors approvedatteeleration of vesting of all out-of-the-money ested
options to purchase shares of common stock of tmepgany with an exercise price greater than $7.00 e
current employees and executive officers of the @amy (but excluding any options granted to membétke
Company’s Board of Directors). These options wesvipusly awarded to employees of the Company on
February 4, 2004, pursuant to the 2002 Stock ImeeRtlan, as amended in 2005 (Plan), and wouldhstile been
unvested at January 1, 2006. Options to purchas®a0 shares of common stock were subject to tuslaration.
The exercise price per share for these optionsy# &3, while the closing price per share on Novar8h2005 was
$2.20.

The following table summarizes the options subjeacceleration:

Aggregate Number of
Shares Issuable

Under Accelerated Exercise Price
Options per Share Date of Grant
Employees as a group (other than executive offjc 69,72: $7.0¢ February 4, 20C
Executive officers as a grot 37,96¢ $7.0¢ February 4, 20C

The acceleration of vesting of these out-of-the eyooptions was being undertaken primarily to elaénany
future compensation expense the Company wouldwiberecognize in its income statement with respettiese
options with the implementation of the Financialcdanting Standard Board (FASB) statement “Shares8as
Payment” (FAS 123R) effective for the Company omuday 1, 2006. We estimate this compensation expens
before tax, would be $402,763 in aggregate futypepses based on calculations using the Black-8shol
methodology.

Prior to January 1, 2006, we accounted for ourkshased employee compensation plan under the rémogn
and measurement principles of APB Opinion No. 26.skbck based employee compensation cost was texflét
net income, as all options granted under this pkthan exercise price equal to or greater thafethenarket value
of the underlying common stock on the date of gréhe following table sets forth the computatiorbabic and
diluted loss per share for the year ended DeceBihe2005 and illustrates the effect on net losslassl per share i
if we had applied the fair value recognition préms of SFAS 123R to its stock plans:

For the Year Ended
December 31,

2005
Net loss, as reporte $ (2,545,37)
Add: Stock-based employee compensation expensgdiedlin reported net loss, net of related
tax effects 68¢
Deduct: Stock-based employee compensation expetsarined under SFAS 123R, net of
related tax effect (421,40)
Pro forma los: $ (2,966,091

Loss per share

Basic— as reportel $ (0.29)
Basic— pro forma $ (0.29)
Diluted — as reporte: $ (0.29)
Diluted — pro forma $ (0.29)
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The following table presents the total stock-basmdpensation expense resulting from stock optiods a
restricted stock unit awards:

For the Year Ended For the Year Ended

December 31 December 31
2007 2006
Cost of revenue $ 335,66¢ $ 255,37
General and administrati 65,76 49,95;
Sales and marketir 72,68( 52,05¢
Stocl-based compensation expense before income $ 474,11 $ 357,38:

The fair value of each option granted is estimatedhe date of grant using the Black-Scholes optideing
model with the following weighted average assumio

2007 2006 2005
Risk-free interest rate (rang 4.13-4.4¢ 4.61-4.94% 3.8:%
Dividend yield 0.0(% 0.0(% 0.0(%
Expected volatility 56.00% 58.0(% 56.0(%
Expected term (in year 4.00- 5.0C 4.0C 4.0C

Expected Volatility. Expected volatility is calculated on a weeklyibawer the expected term of the option
using the company’s common stock close price.

Expected Term.The expected term is based on historical obsensabf employee exercise patterns during
history.

Risk-Free Interest RateThe interest rate used in valuing awards is basetthe yield at the time of grant of a
U.S. Treasury security with an equivalent remairigrn.

Dividend Yield. The Company has never paid cash dividends, aes miot currently intend to pay cash
dividends, and thus has assumed a 0% dividend.yield

Pre-Vesting Forfeitures.Estimates of pre-vesting option forfeitures amedal on our experience. We used a
10% forfeiture rate assumption. We will adjust eatimate of forfeitures over the requisite seryiedgod based on
the extent to which actual forfeitures differ, oe @xpected to differ, from such estimates. Thewdative effect
resulting from initially applying the provisions 8FAS 123R to nonvested equity awards was notfgignt.
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Stock Options
Fiscal Year 2007:

Weighted

Weighted Average

Average Remaining Aggregate

Exercise Contractual Intrinsic
Stock Options Shares Price Term Value
Outstanding at December 31, 2( 1,870,66. $ 2.61 4.7¢  $10,192,91
Granted 147,50( 8.0z 6.0z 8,50(
Exercisec (341,679 1.45 — 488,82¢
Forfeited or Expiret (48,759 3.8¢ — 189,80¢
Outstanding at December 31, 2( 1,627,72! 3.31 4.37 7,762,76!
Unvested at December 31, 2C 227,78! 6.54 5.82 350,27
Exercisable at December 31, 2( 1,399,994 $ 2.7¢ 41 $ 7,412,49

The weighted-average grant date fair value of ogtigranted for the years ended December 31, 2008, 2nd
2005 was $8.02, $4.06 and $1.06, respectively. @Gastived from option exercises for the years ey, 2006
and 2005 was $488,828, $153,285, and $93,300, cexagly.

As of December 31, 2007, there was $570,047 of twiecognized compensation cost related to noadest
stock options. That cost is expected to be receghiwer a period of 4.75 years.

During 2002, the Company’s Board of Directors atuatlsholders approved the adoption of the Plan and
authorized the issuance of 950,000 shares of tingp@ny’s Common Stock under the plan. In May 20086, t
Company'’s Board of Directors and stockholders apgican amendment to the Plan and authorized tharise of
an additional 750,000 shares of the Company’s Com&tock under the plan.

Each option is exercisable into one share of Com8took. Options granted pursuant to the plan may be
qualified incentive stock options, as defined ie thternal Revenue Code, or nonqualified optiofe &xercise
price of qualified incentive stock options may betless than the fair market value of the Compa@gsimon
Stock at the date of grant. The term of such stqutlons granted under the plan shall not exceegéars and the
vesting schedule of such stock option grants vdrgea immediate vesting on date of grant to vestiagr a period
of up to five years.

The following table summarizes the transactionspant to the Compang/’'stock option plan for the year en
December 31, 2007:

Weighted Average

Number of Shares

Option Grant Date

Underlying Options Fair Value
Non-vested at December 31, 20 330,45¢ $ 4.8t
Granted 60,00( $ 3.4%
Vested (312,700 % 5.0¢
Nonr-vested at December 31, 2C 77,75( $ 2.8%
Granted 198,10( $ 3.5¢
Vested (95,550 % 3.04
Non-vested at December 31, 20 180,30( $ 3.4¢
Granted 147,50( $ 6.71
Vested (200,01 % 3.7¢
Nonr-vested at December 31, 2C 227,78! $ 5.47
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1,627,729, 1,690,362 and 1,753,558 options aremadle at December 31, 2007, 2006 and 2005, regpc
at a weighted average exercise price of $3.31 652 $2.30, respectively.

The intrinsic value of stock options exercisedtfar years ended December 31, 2007, 2006 and 2005
respectively, were $2,271,906, $470,731 and $242,47

At December 31, 2007, by range of exercise pritesnumber of shares represented by outstandingnspt
with their weighted average exercise price and hteidj average remaining contractual life, in yeans] the number
of shares represented by exercisable options hitin weighted average exercise price are as follows

Options Outstanding Options Exercisable
Weighted Weighted
Average Weighted Average Weighted
Remaining Average Remaining Average
Range of Exercise Number Contractual Exercise Number Contractual Exercise
Prices Outstanding Life Price Exercisable Life Price
$ 0.6%-$0.8¢ 494,52¢ 1.80 $ 0.7 494,52¢ 1.80 $ 0.7
$ 1.0C-$1.1¢ 176,50( 3.97 $ 1.11 176,50( 3.97 $ 1.11
$ 1.2¢-$2.8( 123,42! 3.80 $ 2.1- 123,42! 3.80 $ 2.1z
$ 3.05-$5.1( 505,67¢ 6.00 $ 4.2: 421,89( 6.16 $ 4.2¢
$ 7.05-$8.0¢ 327,60( 6.15 $ 7.4 183,60( 6.12 $ 7.0S
$ 0.63-$8.0¢ 1,627,72! 4.37 $ 3.31 1,399,94. 4.13 $ 2.7¢

Restricted Stock Units:On March 1, 2006, we entered into an employmgréement with our President and
Chief Executive Officer that expires on February 2809. This agreement amended and restated threggieemer
that originally expired January 31, 2007 and ex¢ehithe term of service through February 28, 2008sirRnt to thi
employment agreement our President and Chief ExecOffficer can potentially receive up to 25,008trieted
shares of the company’s common stock for fiscal’2@ased on management’s assumptions, we recogthieed
related proportionate expense of $202,000 for Zbd@ares of these restricted stock units for fig6&l7 based on a
fair value of $8.08 at December 31, 2007. Thesticesd shares are service and performance-basktharvalue is
determined by its fair value (as if underlying sisawere vested and issued).

8. Commitments

The Company has entered into non-cancelable opgritases for office facilities which expire througypril
2013.

Future minimum aggregate rental payments on thearwelable portion of the lease are as follows:

Year Ending
December 31
2007
2008 $1,643,72
2009 1,600,50!
2010 998,80!
2011 386,72«
2012 386,72«
Thereaftel 128,90t
$5,145,38!

Rent expense charged to operations for the yeadeRdcember 31, 2007, 2006 and 2005 was $1,840,507,
$1,649,766 and $1,590,759, respectively.
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On March 1, 2006, the Company entered into an eynpdoit agreement with its President and Chief Exeeut
Officer that expires on February 28, 2009. Thissagrent amended and restated the prior agreemétitiaally
expired January 31, 2007. In addition, the Comgaas/an employment agreement with its Chief Findu@fficer
that expires February 5, 2009 and is renewablenamaual basis. The aggregate amount due from 3ahua008
through the expiration under these agreements 688,$33. At December 31, 2007, the Company hasdedo
compensation of $202,000, which we believe wilplaéd in stock, to its President and Chief Execu@fcer
pursuant to his employment agreement.

9. Employee Benefit Plan

The Company sponsors the Bio-Imaging Technologies,Employees’ Savings Plan (the “401(k) Plan”), a
defined contribution plan with a cash or deferredgement. Under the terms of the 401(k) Plagjleé
employees may elect to reduce their annual comgiensaap to the annual limit prescribed by the InsrRevenue
Service. The Company may make discretionary magcbdmtributions in cash, subject to plan limitseT®@ompany
made contributions of $158,113, $54,450 and $43f06the year ended December 31, 2007, 2006 anf,200
respectively.

10. Major Customers

During 2007, Hoffmann-LaRoche, encompassing 11legpisjrepresented 13.4% of our service revenudhléor
year ended December 31, 2007, while for the conpauzeriod last year, Novartis Pharmaceutical,, |
encompassing 14 projects represented 10.9% ofeouvice revenues for the year ended December 35, 200
customers accounted for more than 10% of servioentees for the year ended December 31, 2005. Nar oth
customers accounted for more than 10% of serviaeniees in fiscal year 2007.

11. Income Taxes
The income tax provision (benefit) consists of fibliowing:

For the Year Ended December 31

2007 2006 2005
Current:
Federa $ 546,08 $121,41: $ 50,41«
State and loce 503,91« 207,22¢ 9,862
Foreign 163,66 210,50( 50,92«
$1,213,66. $539,13¢ $ 111,20
Deferred:
Federa 458,15! 268,71 (1,373,79)
State and loce (172,129 (129,08) (443,249
Foreign — (64,000 —
286,02 75,63: (1,817,04)
Income tax provision (benefi $1,499,691 $614,77. $(1,705,84)
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The Company’s reconciliation of the expected fedgravision rate to the effective income tax raas

follows:

For the Year Ended December 31

2007 2006 2005
Tax provision at statutory ra 34.(% 34.(% (34.0%
State and local income taxes, net of federal bt 5.7% 4.4% (6.9)%
Permanent difference 0.6% 1.6% 0.4%
Foreign rate differenc (1.0% (1.1)% (0.9%
Other (0.2% (1.6)% 0.7%
Effective income tax rat 39.1% 37.3% (40.1)%

The Company’s domestic and foreign income befocerime tax is as follows:

For the Year Ended December 31

2007 2006 2005
Domestic income before income 1 $3,232,51.  $1,187,44; $(4,651,15)
Foreign income before income t $ 600,24t 431,42 399,94:
Total income before income ti $3,832,76.  $1,618,87.  $(4,251,21)

The components of net deferred tax assets corfdisé dollowing:

For the Year Ended
December 31,

2007 2006
Deferred tax asset
Accrued expense $ 31,72t $ 28,93¢
Allowance for doubtful accoun 11,76¢ —
AMT credit — 145,37¢
Deferred revenu 2,996,46. 2,381,67
Federal net operating loss carryforwa 374,92( 943,76(
Restricted stoc 129,81¢ 81,79¢
Stock options 130,46: 67,82:
Amortization of acquisition cos 17,49¢
Total deferred tax asse 3,692,65; 3,649,36!
Deferred tax liabilities
Excess of tax over book depreciat (675,509 (323,029
Amortization of acquisition cos — (85,159
Prepaid expense (369,77 (349,43()
Total deferred tax liabilitie (1,045,28) (757,619
Valuation allowanct (408,000 (408,000
Net deferred tax asse $2,239,37.  $2,483,75

The Company records a valuation allowance to redtaakeferred tax assets to an amount that is iilcaly
than not to be realized. In assessing the neetthéovaluation allowance, the Company considerséutaxable
income and on-going prudent and feasible tax ptanstrategies. In the event that the Company wastiermine
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that, in the future, they would be able to reattze deferred tax assets in excess of its net redaachount, an
adjustment to the deferred tax asset would be mhdeeby increasing net income in the period swetkrehination
was made. Likewise, should the Company determiatitlis more likely than not that it will be unatto realize all
or part of the net deferred tax asset in the futameadjustment to the deferred tax asset woukthbeged, thereby
decreasing net income in the period such deterinmatas made.

The Company has accumulated tax losses, whichdedllowable deductions related to exercised enggloy
stock options, generating federal and state natatipg loss (NOL) credit carryforwards of $1.1 naitt as of
December 31, 2007 and $2.8 million as of DecemefB06. These losses will expire, if unused, eythars 2009
through 2022. Under limitations imposed by InterRalvenue Code Section 382, certain potential cleimge
ownership of the Company, which may be outsidebmpany’s knowledge or control, may restrict future
utilization of these carryforwards. Due to such evahip changes that have occurred in prior yehesCompany
has estimated that $1.1 million of the current fatleet operating loss will likely expire unusecedo Internal
Revenue Code Section 382 limitations. The curradtlang-term deferred tax assets are comprisekeoRNOL
carryforwards with a tax effected value of $408,880f December 31, 2007. Generally accepted atiogun
principles require that the Company establish aat&dn allowance for any portion of its deferrex éssets for
which management believes it is more likely thahthe Company will be unable to utilize the aseatffset future
taxes. The Company will continue to evaluate theipiial use of its deferred tax assets and the faretlvaluation
allowance by considering future taxable income @mdjoing prudent and feasible tax planning strategi
Subsequent revisions to the estimated realizate \af the deferred tax assets could cause thegioovfor income
taxes to vary significantly from period to peri@adthough the cash tax payments would remain uniafleentil the
NOL credit carryforward is fully utilized or hasgirxed. Our deferred tax assets are primarily cosggtiof the
temporary book to tax differences related to deftrevenue.

The Company recognizes contingent liabilities foy gax related exposures when those exposures are
reasonably possible.

The tax benefit of the stock option deductions hasen recorded to additional paid in capital inaheunt of
$642,855 and $51,430 for the year ended Decemh&08% and 2006, respectively.

The Company has not provided for U.S. federal ine@md foreign withholding taxes on approximately
$2.0 million of undistributed earnings from its ROKS. operations as of December 31, 2007 becauseesrnings
are intended to be reinvested indefinitely outsifithe United States.

On January 1, 2007, we adopted Financial AccourBitagdards Board Interpretation No. 48 “Accounfing
Uncertainty in Income Taxes” (FIN 48). FIN 48 prékes recognition threshold that a tax positioreiguired to
meet before being recognized in the financial statds.

Historically, our tax provision for financial statent purposes and the actual tax returns havepreeared
using consistent methodologies. There were no mahterrecognized tax benefits as of December 30620
Accordingly, the adoption did not have a matemapact on the financial statements. We do not exjhect
unrecognized tax benefit to materially change dytire next twelve months. Any interest and peraltieurred on
settlements of outstanding tax positions woulddm®rded as a component of tax expense. We filéaaueturns as
prescribed by the tax laws of the jurisdictionsvinich we operate. Our federal tax returns for y@&@5 and 2006
are subject to examination. Our state taxes forsy2@00 through 2006 are subject to examinatiom.f@eign taxe:
for years 2002 through 2006 are subject to exanoimdty the respective authorities.

12. Derivatives

We have not entered into any derivatives or otleelging instruments during the twelve months ended
December 31, 2007. As of December 31, 2007, there@outstanding derivative positions. For insteats that ar
associated with the hedge of cash flows, hedgetefémess criteria also require that it be probaide the
underlying transaction will occur. Instruments thaet established accounting criteria are formddigignated as
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hedges at the inception of the contract. Theser@itlemonstrate that the derivative is expectdzetbighly
effective at offsetting changes in fair value osltélows of the underlying exposure both at inaaptf the hedging
relationship and on an ongoing basis. The assesdorezffectiveness is formally documented at heihgeption
and reviewed at least quarterly throughout thegiheged hedge period.

In accordance with our current foreign exchange rak management policy, since inception, we have
purchased twenty monthly Euro call options. Ninete®nthly call options are in the amount of 250, &0os each
and one call option is for 200,000 Euros for aptitéd additional costs in May, 2006. The first exjidn was on
July 27, 2005 and the last expiration is in Mar@02with a strike price ranging from $1.26 to $1.2Rese options
are to hedge against the exposure to variabilityuincash flows due to the Euro denominated costeur
Netherlands subsidiary. We paid a total premiur$ik&2,109 for the options and at December 31, 2@@6récorde
an Accumulated Other Comprehensive Gain of $17id%7e stockholders’ equity section of the BalaSteet due
to changes in the value of this derivative.

During the twelve months ended December 31, 20@7exercised two options. A gain of $10,398 was
recognized in the Consolidated Statement of Opersatiluring fiscal 2007. During the twelve monthdezh
December 31, 2006, we exercised seven of the ¢hidptions. A loss of $10,784 was recognized in the
Consolidated Statement of Operations on the exat@gtions during fiscal 2006.

Under our current foreign exchange rate risk mamesge policy, and upon expiration or ineffectivenebthe
derivative, we will record a gain or loss from therivative that is deferred in stockholders’ equitycost of
revenues and general and administrative expenghe i@onsolidated Statement of Operations basdkdeonature ¢
the underlying cash flow hedged.

13. Foreign Operations

Foreign customers accounted for 43% and 28% ofceerevenues for the year ended December 31, 2007 a
2006, respectively.

14. Business Segment

FASB Statement No. 131, “Disclosures about Segnurds Enterprise and Related Information,” recglire
companies to provide certain information aboutrtbperating segments. In November 2003, the Compaqyired
the intellectual property of CapMed CorporationeT@ompany has two reportable segments: pharmaakutic
contract services and the CapMed division. Themphaeutical contract service segment provides ses\itat
support the product development process of thenphiegutical, biotechnology and medical device intkest The
CapMed segment offers a software application thabkes users to manage and store personal hefaltmation,
including their medical images, on the privacytdit desktop computer, while linking directly toosisor-directed
resources such as drug information, patient edutadir disease guidelines. The operating segmeat®anaged
separately because each offers different servieggpplications to different markets. Managemeatuates the
performance of each segment based upon operatinmmgs or losses before interest and income taxes.
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Summarized financial information concerning the @amy’s reportable segments is shown in the follgwin

table:
Pharmaceutical CapMed Consolidated
Contract Services Division Total
Fiscal 2007
Total revenue $ 47,254,73 $ 652,55 $47,907,28
Total cost and expens $ 42,266,74 $2,450,900 $44,717,65
Income (loss) from operatiol $ 4,987,988  $(1,798,35) $ 3,189,63.
Total assets at December 31, 2 $ 40,075,19 $2,982,080 $43,057,28
Fiscal 200¢
Total revenue $ 40,256,45 $ 262,33¢ $40,518,79
Total cost and expens $ 37,586,49 $1,816,90.  $39,403,40
Income (loss) from operatiol $ 2,669,995  $(1,554,56) $ 1,115,309
Total assets at December 31, 2 $ 32,418,58 $1,689,12. $34,107,71
Fiscal 200t
Total revenue $ 30,125,89 $ 359,74¢ $30,485,64
Total cost and expens $ 33,352,57 $ 1,467,591  $34,820,17
Loss from operation $ (3,226,68) $(1,107,85) $ (4,334,53)
Total assets at December 31, 2 $ 27,605,71 $1,185,22.  $28,790,93

The Company maintains offices in Newtown, Penngyitval eiden, the Netherlands and Lyon, France. Net
fixed assets located in Newtown, Pennsylvania ér287,465 and $4,549,666 at December 31, 20020,
respectively. Net fixed assets located in Leidea,Netherlands, were $1,327,909 and $1,358,6 1®etmber 31,
2007 and 2006, respectively. Net fixed assets éacat Lyon, France were $364,698 at December 317.20

15. Related Party Transactions

At December 31, 2007, Covance, Inc. owned 20.0%efCompany’s outstanding Common Shares. The
Company and Covance, Inc. have entered into vagensces agreements, for Covance’s clients thatsqr
clinical trials, in the ordinary course of busineBse Company’s service revenues include $1,151 520,955 and
$307,016 for the year ended December 31, 2007, @00&005, respectively. At December 31, 2007 &6 2the
amounts due from Covance, Inc. were $2,977 and,$232respectively as reported in accounts rectvab
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Item 9. Changes in and Disagreements with Accountants orcégnting and Financial Disclosure.

None.

Item 9A(T). Controls and Procedures

Evaluation of Disclosure Controls and Procedured/e evaluated, under the supervision and with the
participation of the Chief Executive Officer andi€tFinancial Officer, the effectiveness of theigesand operatic
of our disclosure controls and procedures (as ddfin Rules 13a-15(e) and 15d-15(e) under the iesuand
Exchange Act of 1934 (“Exchange Act”), as amendeddf December 31, 2007, the end of the periodreoMey
this report on Form 10K. Based on this evaluatour, Chief Executive Officer (principal executivdioér) and our
Chief Financial Officer (principal accounting andancial officer) have concluded that our disclescontrols and
procedures were effective as of December 31, 2D¥¢losure controls and procedures are designedsuore that
information required to be disclosed by us in thearts that we file or submit under the Exchange(ids
recorded, processed, summarized and reported vithitime periods specified in the SEC’s rules famohs and
(i) is accumulated and communicated to managenigeitiding the chief executive officer and chiefdncial
officer, as appropriate, to allow timely decisioagarding required disclosures.

Management’s Report on Internal Control Over Finah&eporting. Our management is responsible for
establishing and maintaining adequate internalroboter financial reporting. Internal control oviarancial
reporting is defined in Rule 13a-15(f) or 15d-15(fdmulgated under the Exchange Act and is a psodesigned
by, or under the supervision of, our principal exee and principal financial officers and effectegdour board of
directors, management and other personnel, to ggaeiasonable assurance regarding the reliabflfipancial
reporting and the preparation of financial statetséor external purposes in accordance with gelyeaatepted
accounting principles and includes those policies grocedures that:

« Pertain to the maintenance of records that in regtde detail accurately and fairly reflect the s@ctions an
dispositions of our asse!

* Provide reasonable assurance that transactiome@eled as necessary to permit preparation ofi¢iah
statements in accordance with generally accepteauating principles, and that receipts and expenett of
the company are being made only in accordanceawithorizations of our management and directors;

« Provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, ose
disposition of the compals assets that could have a material effect onitla@dial statement:

Because of its inherent limitations, internal cohtver financial reporting may not prevent or dete
misstatements. Projections of any evaluation aatiffeness to future periods are subject to thethiat controls
may become inadequate because of changes in amyjitr that the degree of compliance with thecpesi or
procedures may deteriorate.

Our management assessed the effectiveness oftifgacy’s internal control over financial reporting) af
December 31, 2007. In making this assessmentgatimpany’s management used the criteria set forttndy
Committee of Sponsoring Organizations of the Tremd@ommission (COSO) imternal Control-Integrated
Framework.

Based on its evaluation, our management has coedltcht, as of December 31, 2007, our internalrobaver
financial reporting was effective.

This annual report does not include an attestagport of the company’s registered public accowgnfirm
regarding internal control over financial reportiddanagement’s report was not subject to attestdtjothe
company'’s registered public accounting firm purguanemporary rules of the Securities and Exchange
Commission that permit the company to provide angnagement’s report in this annual report.

Remediation of Material Weaknes#s of September 30, 2007, we identified the folltg material weakness:
We did not maintain effective controls over thewmecy of service revenues. Specifically, we did maintain
effective controls to review the accuracy of maraatulations for our monthly service revenues maiein a
spreadsheet application. This control deficiensulted in audit adjustments that were material to
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the September 30, 2007 consolidated financial rsités. In addition, this control deficiency coulavb resulted in
misstatement of service revenues that would hasdtesl in a material misstatement of the annuaiterim
financial statements that would not be preventedietected. Accordingly, at September 30, 2007, @terchined
that this control deficiency constituted a matewabkness.

In the fourth quarter of 2007 we migrated the manexenue calculation from spreadsheet applicatiots
automated functions within the accounting systeenethy eliminating the use of spreadsheets in thetimhorevenu
calculation. Also, during the fourth quarter of Z00e implemented additional revenue reporting ardasure
controls. As of December 31, 2007 we have evaluabedvalidated compliance with the newly implemdnte
controls and concluded that the previous materedkmess in our internal controls over the reviewhefaccuracy 1
service revenues has been remediated.

Changes in internal control over financial repodin As noted above, there were changes in our interna
control over financial reporting during the mostert quarter ended December 31, 2007, that haverialit
affected, or are reasonably likely to materiallfeef, our internal control over financial reporting

Item 9B. Other Information.

None.

PART IlI

Item 10. Directors, Executive Officers and Corporate Govente.

The information relating to our directors, nominéaselection as directors and executive officarder the
headings “Election of Directors” and “Executive ©#rs” in our definitive proxy statement for theGB0Annual
Meeting of Stockholders is incorporated hereindfgmrence to such proxy statement.

We have adopted a written code of business coradutethics that applies to our principal executiffecer anc
principal financial and accounting officer, or pans performing similar functions. We intend to thse any
amendments to, or waivers from, our code of busitgesduct and ethics that are required to be gylgisclosed
pursuant to rules of the SEC and the NASDAQ Glabatket by filing such amendment or waiver with BEC.

Item 11. Executive Compensatior

The discussion under the heading “Executive Corggens’ in our definitive proxy statement for the@30
Annual Meeting of Stockholders is incorporated el reference to such proxy statement.

Item 12. Security Ownership of Certain Beneficial Owners ahhnagement and Related Stockholder Matte

The discussion under the heading “Security OwnprshCertain Beneficial Owners and Management”un o
definitive proxy statement for the 2008 Annual Megtof Stockholders is incorporated herein by refiee to such
proxy statement.

Item 13. Certain Relationships and Related Transactions, abitector Independence

The discussion under the headings “Certain Relsiis and Related Transactions” and “Election eé€brs”
in our definitive proxy statement for the 2008 Aahleeting of Stockholders is incorporated hergindference to
such proxy statement.
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Item 14. Principal Accounting Fees and Service

The discussion under the heading “Independent Regis Public Accounting Firm Fees and Other Mattiers
our definitive proxy statement for the 2008 Annhideting of Stockholders is incorporated hereindfgrence to
such proxy statement.

Iltem 15. Exhibits, Financial Statement Schedule

(a)(1) Financial Statements The financial statements filed as part of tieigart are listed on the Index to the
Consolidated Financial Statements.

(a)(2) Financial Statement Schedules$Schedules are omitted because they are notapj#ior the required
information is shown in the consolidated finanai@tements or notes thereto.

(a)(3) Exhibits. Reference is made to the Exhibit Index. The ex&iéie included, or incorporated by refere
in the Annual Report on Form 10-K and are numbérextcordance with Item 601 of Regulation S-K.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the Regyidthas
duly caused this report to be signed on its behathe undersigned, thereunto duly authorizedSttisday of Marct
2008.

BIO-IMAGING TECHNOLOGIES, INC.

By: /s/ Mark L. Weinsteir

Mark L. Weinstein, President and Chief
Executive Officer

Pursuant to the requirements of the Securities &xg@ Act of 1934, this report has been signed bélpithe
following persons on behalf of the Registrant amthe capacities and on the dates indicated.

Signature Title Date
/sl Mark L. Weinsteir President and Chief March 5th,
Mark L. Weinstein Executive Officer and Director 2008
(principal executive officer
/sl Ted I. Kamine Senior Vice President and March 5th,
Ted I. Kaminer Chief Financial Officer 2008

(principal financial
and accounting officel

/sl Jeffrey H. Berg, Ph.L Director March 5th,
Jeffrey H. Berg, Ph.C 2008

/s/ Richard F. Cimin Director March 5th,
Richard F. Ciminc 2008

/sl E. Martin Davidoff, Esq., CP Director March 5th,
E. Martin Davidoff, Esq., CP; 2008

/s David E. Nowicki, D.M.D Chairman of the March 5th,
David E. Nowicki, D.M.D. Board and Director 2008

/s/ David Stacl Director March 5th,
David Stack 2008

/sl James A. Taylor, Ph.l Director March 5th,
James A. Taylor, Ph.L 2008

/s/ Paula B. Staffor Director March 5th,
Paula B. Staffort 2008
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Exhibit
No.
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31

3.2
4.1

4.2

4.3

10.1*

10.2*

103

104

10.5*

10.6

10.7

10.8

10.9

1C.10*

1011

EXHIBIT INDEX

Description of Exhibit

Asset Purchase Agreement dated October 25, 20(dnd¥petween Bio-Imaging Technologies, Inc. and
Quintiles, Inc. Incorporated by reference to Exthibil of our Current Report on Form 8-K dated Oetob
25, 2001

Restated Certificate of Incorporation of Bio-Imagifechnologies, Inc. Incorporated by reference to
Exhibit 3.1 of our Registration Statement on Forh &ile Number 33-47471), which became effective
on June 18, 1992. Amendments incorporated by mederto Exhibit 3.1 of our Annual Report on Form
10-K for the year ended September 30, 1993 anchibiE 3.1 of our Quarterly Report on Form 10-QSB
for the quarter ended March 31, 19

Amended and Restated By-Laws of Bio-Imaging Teobgiels, Inc. Incorporated by reference to Exhibit
3.1 of our Quarterly Report on Form-QSB for the quarter ended June 30, 2(

Specimen Common Stock Certificate. Incorporatedeigrence to Exhibit 4.1 of our Registration
Statement on Form-1 (File Number 3-47471), which became effective on June 18, 1

Registration Agreement dated October 13, 1994, &etvBio-Imaging Technologies, Inc. and Corning
Pharmaceuticals Services Inc., now Covance Inorfrorated by reference to Exhibit 4.1 of our Cutren
Report on Form -K dated October 13, 199

Registration Rights Agreement dated as of OctobeP@01, by and between Bio-Imaging Technologies,
Inc. and Quintiles, Inc. Incorporated by referetw&xhibit 2 of our Current Report on Fornk@A datec
October 25, 2001

2002 Stock Incentive Plan, adopted by the stocldrsldf Bio-Imaging Technologies, Inc. on February
27, 2002, as amended and restated on April 14,.2668rporated by reference to Exhibit 99.1 of our
Registration Statement on Forr-8 dated December 21, 20(

401(k) Plan. Incorporated by reference to Exhibif7lof our Registration Statement on Form S-1 (File
Number 3:-47471), which became effective on June 18, 1

Form of Employee’s Invention Assignment, Confidahthformation and Non-Competition Agreement.
Incorporated by reference to Exhibit 10.9 of oumaal Report on Form 10-K for the fiscal year ended
September 30, 199

Stock Purchase Agreement dated October 13, 1984eber Bio-Imaging Technologies, Inc. and
Covance Inc. Incorporated by reference to ExhiBi2lof our Current Report on FormkBeated Octobe
13, 1994,

Invention Assignment and Confidential Informatiogr@ement dated January 20, 2000, by and between
Bio-Imaging Technologies, Inc. and Mark L. Weinstdncorporated by reference to Exhibit 10.1 of our
Quarterly Report on Form -QSB for the quarter ended December 31, 1

Amended and Restated Employment Agreement datediMar2006, by and between Bio-Imaging
Technologies, Inc. and Mark L. Weinstein. Incorgiedaby reference to Exhibit 10.2 of our Quarterly
Report on Form 1-Q for the quarter ended March 31, 20

First Modification of Office Space Lease betweeb 8&wtown Associates, LP and Bio-Imaging
Technologies, Inc. dated January 11, 2002. Incetpdrby reference to Exhibit 10.2 of our Quarterly
Report on Form 1-QSB for the quarter ended June 30, 2(

Office Space Lease dated September 22, 1999, betverelley Road Associates, L.P. and Bio-Imaging
Technologies, Inc. Incorporated by reference toiltikh0.9 of our Annual Report on Form 10-KSB for
the fiscal year ended September 30, 1!

Office Space Lease dated September 11, 2000, betegelo Investment Company and Bio-Imaging
Technologies, Inc. Incorporated by reference toiltixkh0.11 of our Annual Report on Form 10-KSB for
the fiscal year ended September 30, 2

Employment Agreement dated February 6, 2003, bybatdeen Bio-Imaging Technologies, Inc. and
Ted I. Kaminer. Incorporated by reference to Exhilli.1 of our Quarterly Report on Form QEB/A for
the quarter ended March 31, 20

Securities Purchase Agreement dated SeptembefQ3, By and between Bio-Imaging Technologies,
Inc. and certain institutional investors. Incorfgerhby reference to Exhibit 10.1 of our Current &g¢pn
Form &K dated September 15, 20(
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No.

1C.12

10.13*

1C.14

1C.15

1C.16

1C.17

1C.18

21

231t
311t
31.2%
32.1%

32.2t

Description of Exhibit

Registration Rights Agreement dated Septemberd®3,20y and between Bio-Imaging Technologies,
Inc. and certain institutional investors. Incorgerhby reference to Exhibit 10.2 of our Current &¢pn
Form &K dated September 15, 20(

Form of Amended Executive Retention Agreement ly lagtween Bio-Imaging Technologies, Inc. and
certain executive officers. Incorporated by refeeeto Exhibit 10.1 of our Quarterly Report on Fdr6i

Q for the quarter ended March 31, 20

Asset Purchase Agreement, dated November 20, 29§0hd between Bio-Imaging Technologies, Inc.
and CapMed, Inc. Incorporated by reference to Exhix16 of our Annual Report on Form 10-K for the
fiscal year ended December 31, 20

Stock Purchase Agreement, dated December 10, B9Ghd between Bio-Imaging Technologies, Inc.
and Heart Core B.V. Incorporated by reference thilkik10.17 of our Annual Report on Form 10-K for
the fiscal year ended December 31, 2(

Fourth Modification of Office Space Lease betweg6 Blewtown Associates, LP and Bio-Imaging
Technologies, Inc. dated September 29, 2004. Incatpd by reference to Exhibit 10.18 of our Annual
Report on Form 1-K for the fiscal year ended December 31, 2(

Stock Purchase Agreement, dated February 6, 2Q0ahd between Bio-Imaging Technologies, Inc. and
Theralys, S.A. Incorporated by reference to ExHibitL7 of our Annual Report on Form 10-K for the
fiscal year ended December 31, 20

Development and Supply Agreement dated June 2@ B&tveen CapMed, a division of Bio-Imaging
Technologies, Inc., and Medic Alert Foundation EdiStates, Inc. (Portions of this exhibit have been
omitted and have been filed separately pursuaa tapplication for confidential treatment filed vthe
Securities and Exchange Commission on August 18520ncorporated by reference to Exhibit 10.2 of
our Quarterly Report on Form -Q for the quarter ended June 30, 2(

List of Subsidiaries of Registrant. Incorporatedréference to Exhibit 21.1 of our Annual Report on
Form 1(-KSB for the fiscal year ended September 30, 1

Consent of PricewaterhouseCoopers L

Certification of principal executive officer purqitao Section 302 of the Sarba-Oxley Act of 2002
Certification of principal financial and accountinfficer pursuant to Section 302 of the SarbanekeyDx
Act of 2002.

Certification of principal executive officer purautao Section 906 of the Sarbanes-Oxley Act of 2002
18 U.S.C. 135C

Certification of principal financial and accountinfficer pursuant to Section 906 of the SarbanekeyDx
Act of 2002, 18 U.S.C. 135!

* A management contract or compensatory plan or geraent required to be filed as an exhibit purstmitem 13
(a) of Form 1(-K.

T Included herewith
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Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémtlee Registration Statement on Form S-3 (No-833702) and Form S-8 (No. 333-

139554) of Bio-Imaging Technologies, Inc. and itbsidiaries of our report dated March 5th, 2008tneg to the financial statements and
financial statement schedules, which appears snRbrm 10-K.

/sl PricewaterhouseCoopers LLP
Philadelphia, Pennsylvania
March 5, 2008






EXHIBIT 31.1

CERTIFICATION

I, Mark L. Weinstein, President and Chief Execui®icer of Bio-Imaging Technologies, Inc., certifyat:

1.
2.

| have reviewed this Annual Report on Forn-K of Bio-Imaging Technologies, Inc

Based on my knowledge, this report does notatio any untrue statement of a material fact ot torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(t) for the registrant and hay

a)

b)

d)

Designed such disclosure controls and proresd or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed uni
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

Evaluated the effectiveness of the registsatisclosure controls and procedures and predéntthis report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

Disclosed in this report any change in #ngistrant’s internal control over financial repogithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrant’s other certifying officer anldave disclosed, based on our most recent evaluafiinternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):




a) All significant deficiencies and materialakeesses in the design or operation of internairabaver financial reporting which are

reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpahcial information; an

b)  Any fraud, whether or not material, thatotwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

/s/ Mark L. Weinstein

Mark L. Weinstein, President and Chi
Executive Officer
(Principal Executive Officer,

Dated: March 5th, 200!






EXHIBIT 31.2

CERTIFICATION

I, Ted I. Kaminer, Senior Vice President and Clrigfancial Officer, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K of Bio-Imaging Technologies, Inc

Based on my knowledge, this report does notatio any untrue statement of a material fact ot torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(t) for the registrant and hay

a)

b)

d)

Designed such disclosure controls and prresd or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed uni
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

Evaluated the effectiveness of the registsatisclosure controls and procedures and predéntthis report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

Disclosed in this report any change in #gistrant’s internal control over financial repogdithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrant’s other certifying officer anldave disclosed, based on our most recent evaluafiinternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a)

All significant deficiencies and materialakeesses in the design or operation of internarabaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpahcial information; an




b)  Any fraud, whether or not material, thatotwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

/s/ Ted |. Kaminer

Ted I. Kaminer, Senior Vice Preside
and Chief Financial Officer
(Principal Financial and Accounting Office

Dated: March 5th, 200!







EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on For@aKL of Bio-Imaging Technologies, Inc. (the “Compénfor the year ended December 31,
2007 as filed with the Securities and Exchange C@sion on the date hereof (the “Report”), the usdgred, Mark L. Weinstein, President
and Chief Executive Officer of the Company, herebytifies, pursuant to 18 U.S.C. Section 1350, that

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faphlgsents, in all material respects, the finanaaldition and results of operations of the
Company.

/s/ Mark L. Weinstein*

Dated: March 5th, 200! Mark L. Weinstein, President and Chi
Executive Officer
(Principal Executive Officer’

*A signed original of this written statement regudrby section 906 has been provided to the Comaadywill be retained by the Company
and furnished to the Securities and Exchange Cosionir its staff upon request.






EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on For@aKL of Bio-Imaging Technologies, Inc. (the “Compé&nfor the year ended December 31,
2007 as filed with the Securities and Exchange C@sion on the date hereof (the “Report”), the usigred, Ted I. Kaminer, Chief
Financial Officer of the Company, hereby certifiparsuant to 18 U.S.C. Section 1350, that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExajeAct of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finanaaldition and results of operations of the
Company.

/sl Ted |I. Kaminer*
Dated: March 5th, 200! Ted I. Kaminer, Senior Vice Preside
and Chief Financial Officer
(Principal Financial and Accounting Office

*A signed original of this written statement regudrby section 906 has been provided to the Comaadwill be retained by the Company
and furnished to the Securities and Exchange Cosionior its staff upon request.



