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First Derivatives plc

Chairman’s statement

I am pleased to report the fifteenth year of continued growth 1n profitability for the group Thus year the
management team has continued to implement the Board’s strategy of ensuring investment 1s made in
group assets to create a platform for growth in future years Our ability to generate continued growth
while implementing our investment growth strategy demonstrates the continued strong trading of the

group
Financials

Revenues for the year ended 28 February 2011 increased by 44 2% to £36 740 mullion from £25 476
million in the previous year Pre-tax profits increased by 15 1% to £6 495 mullion compared to £5 645
million in 2010 Fully diluted earnings per share increased by 12 4% to 29 Op per share (2010 25 8p)

Dividend

The group continues to generate strong operating cash flow and this, along with our retamned cash at the
year end, allows the Board to recommend a final dividend of 7 25p per share which together with the
interim dividend of 2 9p per share paid on 8 December 2010 totals 10 15p and 1s covered approximately
three times by earnings This will be paid on 8 July 2011 to those shareholders on the register on 3 June
2011 The shares will be marked ex-dividend on 1 June 2011

Software

Software sales at £12 511 million (2010 £6 124 milhion) were up 104 3% on the previous year and now
account for 34 1% of total revenues (2010 24 0%) We now have revenue flowing from more than 40
software customers The mvestment made in research and development for the Delta product suite
continues to deliver significant new functionality on existing products, 1n addition to new products this
year As advised in my interim statement in October the group previously only had the capability to sell
software using an annualised license model As part of our investment this year and following on from
the capability we acquired as part of the Cognotec trade and asset acquisition, we have nvested in
establishing both the software and physical infrastructure to operate a software as a service ("SaaS™)
environment The mvestment in expanding this capability now means we have data centres in Belfast,
Dublin, Chicago, New Jersey and England Many of our products are now available for sale under annual
license or transactional revenue based pricing models with both models allowing us to secure a continued
and visible stream of software revenue

The Delta range of software products

Our key strategic goal for our software suite continues to be that the products share a common technology
platform to allow us to integrate our product portfolio seamlessly and efficiently, while maximising the
potential for any cross-selling opportunities The products solve the practical business problems
associated with dealing with processing massive volumes of data in real-time Our flagship software
products include

Delta Stream — Annual Licence model

Delta Stream, our tick data management and Complex Event Processing (“CEP”) engine has a myriad of
potential uses across all asset classes in the Capital Markets and other industry sectors We have
continued to secure sales in the second half of this year and since the year end we have announced a
contract win with ANZ 1n Australia  While this 1s a recently released product, 1t 1s now implemented in a
number of banking nstitutions as well as the Singapore Stock Exchange and we have commenced an
active sales campaign as this product 1s now becoming well established
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Chami}aan’s statement (continued)

Delta Al 'go — Annual Licence or SaaS model

Delta Algo 1s targeted at hedge funds and proprietary trading desks At the time of the interim statement

we adwised that our first customer had completed implementation of the product in the period and was

trading successfu]ly This was followed by an announcement detailing a sale to Trading Cross Connects
which agam resulted 1n a successful implementation More recently, we secured a major new sale with a

large mmvestment bank for the implementation of the Delta Algo software as part of a major new

p ogram'me This 1s of strategic significance to the group 1n its ability to demonstrate the enterprise

capabi lities of our softwate products and we ate please to advise that phase one of this implementation has

now beeln successfully completed ’

Delta RDF — Annual Licence or SaaS model
Data mafnagement 1s a constant challenge for institutions with data volumes ncreasing and associated
growth 1n applications and users of this data The data market now uses terms like “Data Virtualisation™
as data 1§ becoming incieasingly disaggregated with concerns over network performance and security
duving a need to build virtualised data representations that can be accessed from any business application
We lem:iun well positioned to meet this challenge to supply the 1equired Data solutions
During the year we were pleased to announce that we agieed a major software contract with Algotithmics
This wm has been followed n the second half by the conclusion of a sizeable contract with a major data
prowdel to provide a SaaS service, using out RDF software and this 1s i the process of being
implemented '

]
Delta eFX SaaS model
Since the product launch in May 2010 we have continued to refine the Delta eF X softwaie and by the end
of the ﬁnanc1al year. eleven customers from key foreign currency matkets had been signed up The
success of our foreign exchange platform has given us the confidence to plan to add new asset classes
such as precnous metals and energy to the platform and we now have the capability to stream non-
Deliverable Forwaids pricing to our clients Since the year end, further customers have been added and
we have}a healthy pipeline of prospects Significant investment has been made 1 this product to improve
its functlonallty Further investment 1s required in the coming months, though we expect to be well
posmoned in the second half of the year to deploy this product moie aggressively
Kx [
A sti ong' level of sales was achieved during the year, including a very substantial sale to a major
mternatlonal mvestment bank Through our 22% 1nterest in Kx we have an interest i the ongoing annual
mamtenance revenues Kx 1s an important element m our range of Delta products which 1s secured by a
long tetm OEM agieement

Consult ‘ng

Consuthg revenues at £24 229 million (2010 £19 352 million) were up 25% on the previous year and
now account for 65 9% of total revenues (2010 76 0%)

This has|been another year of contmued growth, both m our client base and in expansion of the number of
assignments undertaken with existing customers It remains a challenging market to sell setvices nto. but
given the quality of our people. our continual internal training and the quality of our service we continue
to expand this 1evenue stream We undertake complex assignments for our clients and our mherent
knowlcdoe of their systems leads to repeat business from upgrades and ongoing development

H
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Chairman’s statement (continued)

Our focus remains on the UK and North American markets though we have had a number of new wins in
Australasia i the year There has been an increase in activity m the North American market during the
year and discussions are currently taking place which should lead to a further increase in activity in this
market

In our technology consulting sector which 1s branded under Market Resource Partners we have
significantly broadened our customer base in the year This broader base has seen a growth 1n sales
pipeline mn recent months which has accelerated the global expansion plans The European Centre of
Excellence was opened i January 2011 in Belfast and I am pleased to report that this new initiative 1s
already delivering operational output comparable to Philadelphia on a daily basis

Acquisitions

The acquisitions made n 2008, 2009 and 2010 have now been integrated into the group During the year
we made a small acquisition, LakeFront Data Ventures Inc a Toronto based markets advisory firm
speciahizing in Enterprise and Reference data This has been integrated into consulting activities and has
further enabled us to augment First Derivatives’ ability to address the growing requirements of 1ts chient
base 1n our core areas

Personnel

As referred to in the terim statement we have continued to invest n staff and training for all areas of our
activities  We continue to recruit staff to meet the requirements of the business and the headcount across
the group 1s now 550

On 2 March 2011 we announced that the group had secured further support from Invest Northern Ireland
(“Invest NI”) for recruitment and training, enabling us to continue the mvestment programme we have
made nto expanding our capital markets consulting business The commitment from Invest NI 1s for £4 3
million to support the creation of 347 new consulting and operations positions and 12 managerial posts
over the next 3 years

Accommodation

No further acquisitions of residential property to house staff in London and New York have been made
Disposals of individual properties will be made when suitable profitable opportunities arise  These
properties have a written down value of £17 7mullion and at the year end were independently valued by
external valuers at £22 7million (see note 16 to the financial statements) on an open market basis

During the year, First Derivatives Ireland was relocated to modern premises in Dublin more appropriate to
1ts requirements and at a substantially lower rent New premises have been leased in London and Belfast
to accommodate the growing software implementation and development team m addition to the consulting
operations mentioned above On 1 June 2011, First Dertvatives” New York operations will be moving to
new premises to cater for the expansion of its US activities  While these moves create a degree of
disruption for the teams involved, we have now estabhished strong bases 1n each of the key locations for
the group’s functions to operate and grow from
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Chairman’s statement (continued)
{

Outloof( . .

We are é:ontmumg to make a substantial investment m the development of all the group’s activities as we
build a robust organisation with a strong asset base for growth The past year has been one of further
bu1ldmé and pioving our software assets Soft product launches will continue to occur in the first half of
the current year and we expect to follow this with sustained marketing in the second half as we aim to
capitahse on the imvestments made We continue to have a strong pipeline of prospects and are pleased
with how the group 1s now positioned to further penetrate 1its target market ~We have made a strong start
to the curtent year and expect to be able to report further progress m the year to 29 February 2012

ike to thank Brian Conlon and his team for making 1t another successful year for the group

|

David Anderson -
Chawrman .
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First Derivatives plc

Chief Executive’s statement

I am pleased to report that First Derivatives has had another successful year. despite continuing
uncertamty as to the strength and sustainability of the recovery i the financial markets, and we have
continued to grow our operations

Review of activities

First Derivatives sells software products to the capital markets and provides a range of associated
consulting services We have a broad customer base and provided services to 68 different investment
banks, brokers and hedge funds this year The group has a global reach with a presence m many of the top
financial centres such as New York, London, Toronto, Chicago, Smgapore, Hong Kong, Sydney and
Shanghai

Our track record of organic growth continued this year with increased contributions from both our
software and consulting activities and growth 1n our business in Europe, North America and Australasia
The broad nature of our product and consulting offerings, and our geographical spread 1s key to our
continued growth as 1t gives us thousands of potential additional customers

Our business model 1s predicated on treating our customers as partners and building strong recurring
revenue streams The majority of our consulting revenue from existing business 1s for projects we have
been working on more than a year Our software 1s sold either on a subscription model or on a Software as
a Service basis This means that we have repeat revenue for the forthcoming year of about 80%

Software

Our Delta brand 1s now firmly established and a number of high profile successful implementations have
helped propagate the spread of the technology The Delta suite now contains a range of developing and
mature products with an installed user base of more than 40 customers worldwide These products are
used for enterprise data, trading and risk management The Delta products are sold on an annual licence
basts or on a Saa$ basis to further enhance our revenue visibility Historically we have sold to investment
banks but we have now sold our products to stock exchanges. FX brokers, commodity brokers, asset
managers, energy companies, ratings agencies. software companies and data vendors

One of the unique features of our product portfolio 1s that they are all developed on a common technology
platform and interact seamlessly This makes our software easier to implement and support and 1t means
that we can quickly add new products In addition 1t makes 1t easier to upsell products to existing
customers During the last year we have successfully mtegrated, enhanced and incorporated into the Delta
suite a number of products lines which we acquired during recent takeovers

A major imitiative last year was to enable all our software to be offered on a Software as a Service basis
This has largely been completed and we have a number of customers using our software in managed data
centres mn Belfast, Dublin, Chicago, England and New Jersey Much of this software 1s sold via a
transaction revenue based model, which whilst incurring significant initial costs allows us to benefit from
the growth of our customers Currently bilhions of dollars of FX, gold and silver and CFDs are being
traded on a daily basis through our data centres and we plan to add new asset classes

We have continued to grow the size of our R&D team and to invest in additional sales personnel and sales
channels Our resource pool 1s fungible which gives us additional flexibility Our consulting work keeps
us abreast of the latest technology trends and keeps us informed of the major problems faced by our
customers This combination of a larger R&D team, more delivery capacity and an increased sales foice,
will translate 1n to new product lines and additional revenue 1n the years ahead
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Chief Executive’s statement (continued)

b

Our relationship with Kx Systems has continued to flourish since we increased our stake in Kx Systems to
22% n October 2009 We have been working extensively with Kx Systems for 13 years and are proud to
be associated with 1ts success story Kx Systems was recognised as a Laureate by the Global Information
Technology Awards Forum at a recent ceremony at the Andrew W Mellon Auditorrum i Washington,
DC Ou1 consultants ate providing sales and marketing support to various Kx initiatives around the world
Then products are used by some of the world s largest financial mstitutions and Kx Systems lists
organrsations such as JP Morgan, Goldman Sachs. Zurich Fiancial Group, Morgan Stanley. Fidelity
Investmients and Total Gas & Power as users We derive revenue from sales commission, support
contract’s training and consulting

Canmltmg

First Det ivatives provides highly skilled resources to the capital markets in the areas of consulting,
support ; ‘and development services We have ongoing contracts with many of the leading global banks.
supportllng then activities across a range of asset classes including credit, interest 1ate, foreign exchange
and equity cash and derivatives markets The Company has been working in this area for 15 years and has
been involved m incieasingly larger initratives The consistent quality of the personnel and services we
provide has given us a premium brand which 1s reflected i the significant recurring revenue 1n this
dlvusmn and the new business we are wmnmg The growth potential in this area 1s enormous with global
spend nunnmg nto billions of pounds In addition the success of our consulting business and their domain
k11owlec!ge makes our products easier to sell As our product business grows our consulting drvision will

provide a natural pool of resources to expand the associated premium services
}

1

Manageément and Personnel

The Company now employs almost 550 people and our success 1n retaining staff and senior management
means that the experience profile of our consultants continues to impiove Our Capital Markets Training
Ploglamme implemented in late 2006 has been further extended and has helped to diffeientiate the Group
fiom its [competltlon Once again | would like to pay tribute to all First Derivatives employees who are
hard working. talented, flexible and dedicated Our customer retentton rates ate evidence of this

Financial Review

The gro{ip has reported revenues and profits significantly higher than last year Pie-tax profit for the year
was £6 495 million (2010 £5 645 mullion) on turnover of £36 740 mullion (2009 £25 476 million) Out
balance sheet 1s strong with a cash balances up to £3 501 million and equity shaieholders’ funds of

£24 888'million (2009 £16 310 million). an increase of 52% This, and our confidence 1n the Group’s
ability to genetate cash, enables the Board to recommend a final dividend of 7 25p per share (2010 2 75p)
which means that we will have paid a total dividend of 10 15p (2010 9 5p) per shaie for the full year

Outlook

The commo financial year will be one of further consolidating strategic investments made 1n recent years
As well as o1 ganic growth the Board will continue to pursue acquisition opportunities where we see a
strategicI fit and have access to the necessary sources of finance We antictpate reporting further growth in
the year to 29 Febiuary 2012 as we seek to deliver the significant potential upside from the number of
ongomglmltlatl’ves and mvestments we are making We are confident that our global 1each, maturing and
expandmg softwaie product lines and focus on recurring tevenue will deliver further significant benefits

in the yeal s ahead

1

Biian Conlon
Chief EAlecullve Officer
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First Derivatives plc

Dlrect:ors’ report

i

The diréctors have pleasure in submitting to the shareholders their annual report and the audited financial
statements for the year ended 28 February 2011

}
Results?and dividend

The g oup s profit after taxation attributable to the shareholders for the year to 28 February 2011 was
£5,112K (2010 £3,787k)

The d nectors propose the payment of a final dividend of 7 25 pence per share (previous year 6 75 pence
mc]udmg the additional interim dividend of 4 00 pence) which. together with the interim dividend of 2 90
pence per share (2010 2 75 pence), totals 10 15 pence (2010 9 50 pence) per share The final dividend
has not been included 1n payables as 1t was not appioved before the year end

Dividends paid during the year comprise an additional interim dividend of 4 O pence per share and a final
dwndend of 2 75 pence per shaie for the year ended 28 February 2010, and an interim dividend of 2 90
pence per shaie for the year ended 28 February 2011

Principal activities and review of the business

|

The principal activities of First Derivatives plc are the provision of a 1ange of software and consulting
serviceslto the mvestment bank market. the detivatives technology industry. the foreign exchange market
and the provision of technology sales setvices to the IT sector

i
The group offers a tange of services to various clients actoss the world These services mterlink and
complement each other. which enables the group to be managed on an oveiall basis

Reviews of the business and hikely future developments ate set out below and in the Chaitman’s and Chief
Executive’s statements on pages 2 to 7

Investmlents

Effeclrve 2 August 2010, First Derivatives plc acquued 100% of the members™ interest of Lakefront Data
Ventuies (LDV). a Toronto based consulting company specialising in data management, for a
consideration of £836k (note 3 to the financial statements) The consideration comprised £585k 1n cash
and 82,602 new shares i First Denivatives - This acquisition strengthens First Derivatives” service
offering to 1its client base adding domam knowledge in Data Management LDV’s services and expertise
fit closely with First Derivatives existing in-house consulting division such that they can be incorporated
n full

I
This lnvestment 1s a continuation of the First Derivatives strategy to identify acquisitions or investments
to expand its range of setvices and offerings available to its vaiious clients The focus of these
acquisitions or mvestment remain to be that the new services or offerings interlink and complement each
other, which enables the group to be managed on an unified basis

|
Principal risks and uncertainties
The group operates 1n a changing economic and technological environment

The key business risks affecting the group are set out below and 1n the Chairman’s statement on page 2
and Chief Executives statement on page 6 Risks are formally reviewed by the board and appropiiate
ploeesse’s put in place to monitor and mitigate them If more than one event occuis. 1t 1s possible that the
overall effect of such events would compound the possible adverse effects on the group

: 9



First Derivatives plc

Directors’ report (continued)

Personnel

As a software and services provider, the group 1s a people based business and its growth depends largely
on growing staff numbers and training staff to meet the diverse requirements of our customer base The
group continues to refine its recruitment process to ensure a constant intake of suitable new staff and the
mternal tramning programme for each company 1s constantly evolving  Staff retention remains a key focus
with 1nttiatives such as mentoring programmes being employed, in addition to incentives schemes which
include share options that are geared towards rewarding and motivating staff

Market risk

The group operates 1n a competitive and often cyclical market environment We address these risks by
focussing sales campaigns on generating assignments with long-term visibility, continuing to increase the
human capital of our consultants and diversifying our software and services portfolio offerings

Technological changes

Technology in the software industry can change rapidly It 1s important that our products remain up to
date and that our development plans are flexible We make a significant ongoing investment in research
and development to allow us to 1dentify and adapt to any technological changes that do occur, thereby
ensuring that our products continue to meet the demands of our customers

Fmnancial risk management

The group’s financial risk management objective 1s broadly to seek to make neither profit nor loss from
exposure to currency or interest rate risk  The policy 1s to finance working capital and the acquisitions of
property, plant and equipment through retamed earnings and through borrowings at prevailing market
Interest rates

The group does not use derivatives to manage its financial risk investment The group’s main cash flow,
credit and liquidity risks are those associated with selling on credit  This 1s managed through credit
control procedures The group 1s also exposed to the impact of fluctuations 1n exchange rates as it
generates income and incurs expenses 1n currencies other than Sterling (GBP) The group has exposure to
the US dollar (USD), Euro (EUR) and Canadian Dollar (CAD) In addition the group has exposure as a
result of mortgage financing apartment purchases, trade receivables and activities carried on by subsidiary
undertakings The group’s financial position 1s structured to take advantage of a natural foreign currency
hedge using excess cash generated from operations to repay the associated capital and mterest on US
dollar borrowings In addition, by funding the acquisitions of Market Resource Partners LLC (MRP),
Reference Data Factory Inc (RDF) and the investment in Kx Systems in US dollars, the group can achieve
a net investment hedge against a significant portion of 1its translation exposure of the net assets of its
foreign operations

Key relationships with partners and customers

First Derivatives mamtains successful relationships with Kx Systems. a key partner. and several key
customers Its relationship with Kx Systems 1s governed by a partnership agreement for the marketing of
the kdb+ database to end customers while the use of this database within the First Derivatives product
suite 1s governed by a perpetual OEM agreement  While a small number of key customers are important
to the success of the group, our continued expansion will reduce this reliance

10
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1
Directors’ report (continued)

|

Other mformation
|

-
The other information requued to be disclosed n respect of the review of the group’s business as required
under Sectron 417 of the Companies Act 2006 1s given in the Chairman’s statenient on page 2 and the
Chief EXGCUUVC s statement under the heading ‘Financial Review’ on page 7

F
The drlectors do not consider any other risks attaching to the use of financial instruments to be material to
an assessment of its financial position o1 profit Further information 1s set out in note 39

|
Property, plant and equipment

|

The details of property. plant and equipment are given 1n note 16 of the financial statements
%

Dlrecttolrs and secretary

The dlre;ctors and secretary who held office during the year were as follows

RD Am}lerson '
B G Conlon

RG Ferlguson

A Toner

K Cunnmgham

MGO Nelll

P Kmney (resigned 11 March 2011)

P Brazel (appointed 16 August 2010)

RichardFulton (Company Secretary)

Substantial shareholdings

At24 M|ay 2011, the group had recerved no notlﬁc‘anon of any nterests in 3% or more of the ordinary
share capital, other than those disclosed by B G Conlon (48 0%). Standard life Investments Limited
(7 8%), P Kinney (6 1%). M G O'Neill (4 3%) and Janet Lustgarten (3 2%)

f

!
Research and development
!

The groélp's policy 1s to invest in product innovation and engage in tesearch and development activities
geared toward the development of products primarily for the use of the financial services industry During
the year ‘costs of £3,475k (2010 £1,311k) were capitalised n respect of activities which were deemed to
be development activities in accordance with the group’s accounting policies

Employees )

It 1s the g oup’s policy to ensure that equal opportunity 1s given for the'employment training and careei
development of disabled persons. including persons who become disabled whilst in the group’s
employment

The group 1s committed to keeping employees as fully mformed as possible, on matters which affect them
as employees

11
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Directors’ report (continued)

Market value of land and buildings

The directors consider that the market value of land and buildings 1s significantly higher than its carrying
value The estimated market value 1s £22 7 million based on independent valuations performed at the
period end by external market valuers on an open market basis (see note 16 to the financial statements)
Political and charitable donations

During the year the group made no political or charitable donations (2010 £Nil)

Suppher payment pohcy

The group does not have a standard code which deals specifically with the payment of suppliers
However, suppliers are made aware of payment terms and how any disputes are to be settled and payment
1s made 1n accordance with those terms At 28 February 2011 the group had 20 days purchases
outstanding (29 February 2010 21 days)

Disclosure of information to auditors

The directors who held office at the date of approval of this directors’ report confirm that, so far as they
are each aware, there 1s no relevant audit information of which the company’s auditor 1s unaware, and
each director has taken all the steps that he ought to have taken as a director to make himself aware of any
relevant audit information and to establish that the company’s auditor 1s aware of that information

Subsequent Events

Subsequent to the year end, the company 1ssued 450,914 ordary shares 1n part payment of contingent
deferred consideration

Auditors

In accordance with Section 489 of the Companies Act 2006, a resolution for the re-appointment of KPMG
as auditors of the company 1s to be proposed at the forthcoming Annual General Meeting

By order of the board

Richard Fulton 24 May 2011
Secretary

12
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Statement of directors’ responsibulities in respect of the directors’ report and the
ﬁnanciial statements

»
-

The directors are 1esponsible for preparing the directors' report and the financial statements 1n accordance
with ap]‘)hcable law and regulations

f
Company law requires the directors to prepare consolidated and company financial statements for each
ﬂnanmal year As required by the AIM Rules of the London Stock Exchange they are required to prepare
the g1 oup financial statements 1n accordance with International Financial Reporting Standards (IFRSs) as
adopted|by the EU and applicable law and have elected to prepare the company financial statements on
the samt}e basis

Under ciompany law the directors must not approve the financial statements unless they are satisfied that
they give a true and fan view of the state of affairs of the group and company and of their profit or loss for
that period In preparing each of the consolidated and company financial statements. the directors ate
tequited to

e select suitable accounting policies and then apply them consistently,

. mak|e Judgments and estimates that are reasonable and prudent,

o statet whether they have been prepared in accordance with IFRSs as adopted by the EU, and
|
. pnepale the financial statements on the going concern basis unless 1t 1S 1nappropriate to presume that
the gloup and the company will continue 1n business

The dll’G,CtOlS are responsible for keeping adequate accounting records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any time the financial
posttion|of the company and enable them to ensure that its financial statements comply with the
Compames Act 2006 They have general responsibility for taking such steps as are reasonably open to
them to safeguard the assets of the group and to prevent and detect fraud and other irregulanties

The duectors are 1esponsxble for the maintenance and integnity of the corporate and financial information

mcluded on the company's website Legislation i the UK governing the preparation and dissemination of
ﬁnancnall statements may differ from legislation m other jurisdictions

13




First Derivatives plc

Corporate governance

Certain corporate governance procedures have been put in place which reflects the group’s size and
structure The main features of the group’s corporate governance procedures are

e The board meets on a regular basis and brings independent judgement to bear It approves budgets,
long term plans and significant contracts There 1s a formal schedule of matters reserved for decision
by the board 1n place

o The board has three non-executive directors, they all take an active role in board matters

e The group has an audit commuttee and a remuneration committee These commuttees consist of the
non-executive directors and executive directors as considered appropriate  They have written
constitutions and terms of reference

o The audit commuttee meets twice each year, prior to the publication of the half-yearly and final results
The auditors attend the audit committee meeting prior to the publication of the final results

e The remuneration committee meets annually to determine the remuneration of the senior executives
Levels of remuneration are set 1n order to attract and retaim the senior executives needed to run the
company without paymg more than 1s necessary for this purpose

e The board of directors recognises 1ts overall responsibility for the group’s system of internal control
and for monitoring its effectiveness  All activity 1s orgamised within a defined structure with formal
Iines of responsibility and delegation of authority The group produces information packs on a weekly
and monthly basis These packs, together with annual budgets, enable the board to monitor
operational performance and cash position each month and allocate the group’s resources

14
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First {Derlvatlves plc
Indeptiendent auditor’s report to the members of First Derivatives plc

i
l

We h'lve audited the financial statements of Fust Derivatives plc for the year ended 28 February 2011
which comprlse the consolidated statement of comprehensive income, the consolidated and company
balance, sheets, the consolidated and company statements of changes n equity, the consolidated and
company cash flow statements and the related notes The financial reporting framework that has been
apphed i:m their preparation 1s apphcable law and International Financial Reporting Standards (IFRSs) as
adopted1 by the EU and, as regards the company financial statements, as applied i accordance with the
provisions of the Companies Act 2006

This report 1s made solely to the company's members, as a body, i accordance with Chapter 3 of Part 16

. of the Companies Act 2006 Our audit work has been undertaken so that we might state to the company's

member s those matters we are required to state to them m'an auditors' report and for no other purpose To
the fullest extent permitted by law. we do not accept or assume responsibility to anyone other than the
compdny and the company's members, as a body, for our audit work, for this report. or for the opinions we
have formed .

!
ReSpectlve responsibilities of directors and auditors .
As explamed mote fully in the Directors' Responsibilities Statement set out on page 13, the directois are
lespon51ble for the preparation of the financial statements and for being satisfied that they give a true and
fair v1ev|v Our responsibility 1s to audit the financial statements 1n accordance with applicable law and

€

~lnternatlonal Standards on Auditing (UK and Ireland) Those standards require us to comply with the

Audmng Practices Board's (APB's) Ethical Standards for Auditots

Scope of the aud:t of the financial statements
A descrliptlon of the scope of an audit of financial statements 1s provided on the APB's website at
www frc o1g uk/apb/scope/private cfim

+

b
|
Opinion on financial statements

In our optnion

|

¢ the financial statements give a true and fair view of the state of the group's and of the company's
aﬁ‘al'ls as at 28 Febiuary 2011 and of the group's profit for the year then ended,

o the c|onsolldated financial statements have been properly prepared m accordance with IFRSs as
adop[ted by the EU.

e the company financial statements have been properly prepared in accordance with IFRSs as adopted
by the EU and as applied 1n accordance with the provisions of the Companies Act 2006, and

e the ﬁﬁancnal statements have been prepared 1n accordance with the requirements of the Companies
Act 2006

15




First Derivatives plc

Independent auditor’s report to the members of First Derivatives plc (contnued)

Opinion on other matter prescribed by the Companies Act 2006

In our opmion the mformation given in the directors' report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report m respect of the following matters where the Companies Act 2006 requires us
to report to you 1f. m our opinion

¢ adequate accounting records have not been kept by the company, or returns adequate for our audit
have not been received from branches not visited by us, or

e the company financial statements are not n agreement with the accounting records and returns, or
o certamn disclosures of directors' remuneration specified by law are not made, or

e we have not received all the information and explanations we require for our audit

Arthur O’Brien (Semior Statutory Auditor)

For and on behalf of KPMG, Statutory Auditor 24 May 2011
Chartered Accountants

Stokes House

17/25 College Square East

Belfast

BT1 6DH
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First: Derivatives plc

Consolidated statement of comprehensive income
Year en;ded 28 February 2011

[
1
|

Conllmlumg operations
Re’venu{e
Cost of'sales

Gross profit

Other opetating income
Admmistrative expenses
Results| from operating activities
l
Fmance income
Finance expense
Loss on foreign curtency translation
Net finsimcmg expense

Share of profit of associates using the equity method, net of
mcome tax

Profit b'efore mcome tax
|
Income ;tax expense
Profit for the year
|

Other c]om prehensive income

Net chalilge in fair value of available for sale asset

Defenec;i tax on net change n fau value of available for sale
asset |

Deferied tax on share options outstanding

Net exéhange (losses)/gains on net mvestment 1n foreign
SUbSIdlail‘leS and associate ‘

Net gain/(loss) on hedge of net mvestment n foreign
subsidiaties and associate

Other clomprehensive income for the period, net of tax

Total comprehensive income for the period attributable to
equity Holderg’ of the company

Earnings per share
Basic .
Diluted .

Note

o

18

25
29

24
27

27

15a
15a

The notes on pages 26 to 89 form part of these financial statements
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2011 2010

£°000 £000
36,740 25,476
(23,423) (15,111)
13,317 10,365
1,974 1.134
(8,723) (5,207)
6,568 6,292
7 8
(723) (475)
(198) (234)
(914) (701)
841 54
6,495 5,645
(1,383) (1,858)
5112 3,787
- (135)
- 38
1,030 263
(1,091) 639
594 (189)
533 616
5,645 4,403
Pence Pence
33.2 271
29.0 258




First Derivatives plc

Consolidated balance sheet
Year ended 28 February 2011

2011 2010

Note £000 £000
Assets
Property, plant and equipment 16 18,292 17,938
Intangible assets 17 26,732 22,278
Investment in associate 18 7,447 7,710
Deferred tax asset 29 1,860 518
Non current assets 54,331 48,444
Trade and other receivables 20 12,563 9,725
Cash and cash equivalents 21 3,501 1,711
Current assets 16,064 11,436
Total assets 70,395 59,880
Equity
Share capital 22 80 72
Share premium 23 7,846 3,906
Share option reserve 24 2,384 983
Revaluation reserve 26 174 174
Currency translation adjustment reserve 27 197 694
Retained earnings 14,207 10,481
Equity attributable to shareholders 24,888 16,310
Liabihities
Interest bearing borrowings 28 21,544 17,703
Deferred tax lhability 29 1,319 679
Contingent deferred consideration 30 1,993 2,395
Provisions 33 344 645
Trade and other payables 31 2,034 977
Non-current habilities 27,234 22,399
Interest bearing borrowings 28 1,124 4,574
Trade and other payables 31 7,955 8,319
Current tax payable 32 1,176 1,417
Employee benefits 40 2,401 1,714
Contingent deferred consideration 30 5,617 5,147
Current habilities 18,273 21,171
Total habilities 45,507 43,570
Total equity and habihties 70,395 59,880
Th statements were approved by the board of directors on 24 May 201

rguson
ancial Officer

/ }/\
David Anderson / rian Conlon

Chawrman Chief Executive Officer

Registered company number NI 30731
The notes on pages 26 to 89 form part of these financial statements
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First Derivatives plc:
|

!
Company balance sheet
Year e'lnded 28 February 2011

i

1 - 2011 2010

| Note £000 £000
Assets
Properfty, plant and equipment L 16 17,725 17,653
Intangible assets 17 3,183 1,655
Investment in subsidiaries : 18 14,217 11,652
lnvest1}nent In associate 18 7,196 7,196
Trade ?nd other recetvables . 20 1,919 -
Defered tax asset 29 1,468 475
Non cutlrrent assets 45,708 - 38,631
Tiade and other receivables , 20 14,219 13,049
Cash and cash equivalents ) 2,956 860
Curlre,[nt assets 17,175 . 13,909
Total %\ssets ) h 62,883 - 52,540
quIlt)F/'
Shate capltal 22 80 72
Share prem1um 23 7,846 3,906
Share optlon reserve 24 2,384 983
Fart value teserve 25 126 126
Retam’ed earnings " 13,406 10,328
Eqmty attributable to shareholders 23,842 15,415
Lialbllltles
Inteteslt beaiing boriowings 28 21,544 - 17,675
Deferred tax liability 29 914 510
Cont ingent defetred consideration 30 - 324
Tiade and other payables 31 1,570 977
Nom—c;urrent habilities 24,028 19.486
Intelest beating borrowings 28 1,098 4,510
Tiade and othet payables 31 5,037 5,280
Cunen‘t tax payable 32 1,489 1,345
Employee benefits ’ 40 2,121 1,530
Contingent defenred consideration 30 5,268 4,974
Current habilities 15,013 17,639
Total ilabilitles 39,041 37,125
Total %qulty and habihties 62,883 52,540

3

These 'ﬁqanmaletatements wete approved by the board of directois on 24 May 2011 .

oo
David /Amdersop”  * Br!ak@anlon

Charrr}mn Chief Executive Olfficer ancial Officer

|
Registered company number NI 30731
The notes on pages 26 to 89 form part of these financial statements
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First Derivatives plc

Consolidated cash flow statement
Year ended 28 February 2011

Cashflows from operating activities

Profit for the year

Adjustments for

Net finance costs

Share of associate

Operating profit

Depreciation

Amortisation of tangible assets

Equity settled share-based payment transactions

Changes n

Change 1n trade and other receivables
Change 1n trade and other payables
Change 1n onerous provisions
Corporation tax paid

Net cash from operating activities

Cash flows from investing activities

Interest received

Acquistition of subsidiaries, net of cash acquired
Acquisition of property, plant and equipment
Acquisition of associate

Acquisition of intangible assets

Dividend received from associate

Payment of deferred consideration

Net cash used 1n investing activities

Cash flows from financing activities
Proceeds from 1ssue of share capital
Receipt of new long term loan
Repayment of borrowings

Payment of finance lease habilities
Interest paid

Dividends paid

Net cash from financing activities

Net increase 1n cash and cash equivalents
Cash and cash equivalents at 1 March 2010
Effects of exchange rate changes on cash held

Cash and cash equivalents at 28 February 2011

2011
£000

6,495

914
(841)
6,568
475
1,532
340
8,915

@2,711)
880
(301)

(1,422)
5,361

;
(585)
(842)

3.,477)
654

(1,795)
(6,038)

3,579
19,878
(19,426)
(66)

(537)
(1,435)
1,993

1,316
1,711

474
3,501

The notes on pages 26 to 89 form part of these financtal statements

2010
£000

5,645

701
B 1))
6,292
336
619
197
7,444

(2,990)
5,508

(1,648)
8,314

8
(5,443)
(1,099)
(4,189)
(1,323)

(1,993)
(14,039)

47
9,726
(1,354)

(70)

(475)

(1,314)
6.560

835
1,299

(423)
1,711
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First{Derivatives plc

Company cash flow statement -
Year ended 28 February 2011

l

+
'
{
|
t

Cashflows from operating activities
Profit before tax
Adjustrrllents for
Fmance imcome
Fmance| expense and foreign exchange loss
Deprematlon
Amomsatlon of intangible assets,
Dividend from associate
Equity s:ettled share-based payment transactions
|
Changes m
Change iin tiade and other recelvables
Change in ttade and other payables
Corporation tax paid
Net cash from operating activities
j -
Cash flows from ivesting activities
Interest recewed
ACQUlSltlon of subsidiaries, net of cash acquired
Acqulsmon of property, plant and equipment
Acqulsltlon of associate
AchISltlon of intangible assets
D1v1den[d recerved from associate
Payment of deferred consideration
Net cash used 1n investing activities

Cash flows from financing activities
P oceeds fiom 1ssue of shaie capital
Receipt of new long term loan
Repayment of borrowings

Interest ioald

D1v1denl$is paid

Net calsh from financing activities

Net mm!"ease n cash and cash equivalents

Cash and cash equivalents at 1 March 2010
Effects of exchange rate changes on cash held
Cash and cash equivalents at 28 February 2011

2011
£000

6,095

(6)
241
267
110

(654)
340
6,393

(3,089)
756

(1,053)
3,007

6
(585)
(339)

(1,638)
654

(1,550)
(3,452)

3,579
19,878
(19,426)
(529)

(1,435)
2,067

1,622
860
474

2,956

The notes on pages 26 to 89 form part of these financial statements

2010
£000

5,620

(14)
884
252

24

197
6,963

(6,916)
3,706

(1,042)
2,711

14
(657)
(904)

(4.189)

(1.194)

(1.993.)
(8,923)

47
9,726
(1,354)
(460)

(1,314)
6,645

433
850

(423)
860

-



First Derivatives plc

Notes
(forming part of the consolidated financial statements)

1

Significant accounting policies

First Derivatives plc (“FDP” or the “company”) is a company incorporated and domiciled in Northern
Ireland The address of the company’s registered office 1s 3 Canal Quay, Newry BT35 6BP The
company 1s primarily involved in the provision of a tange of software and consulting services to the
investment bank market, the derivatives technology industry and the provision of technology sales
services to the IT sector

The financial statements were authorised by the Board of Directors for 1ssuance on 25 May 2011

(a) Basis of preparation
The consolidated financial statements consolidate those of the company and its subsidiaries
(together referred to as the “group™) and equity account for the group’s interest in associates The
company financial statements present information about the company as a separate entity and not
about 1ts group

Both the consolidated financial statements and the company financial statements have been prepared
and approved by the directors in accordance with International Financial Reporting Standards as
adopted by the EU (“IFRSs”) On publishing the group financial statements together with the
company financial statements, the company 1s taking advantage of the exemption n Section 408 of
the Companies Act 2006 not to present its individual income statement and related notes that form a
part of these approved financial statements

The accounting policies set out below have, unless otherwise stated, been applied consistently to all
periods presented in these consolidated financial statements and have been applied consistently by
the group

The financial statements are presented in GBP, rounded to the nearest thousand, which 1s also the
company’s functional currency They are prepared on the historical cost basis, except that financial
instruments classified as available-for-sale are stated at their fair value where this can be reliably
measured

Going concern

The group’s business activities, together with the factors likely to affect its future development,
performance and position are set out 1n the directors’ report on pages 9 to 12 In addition, note 2 to
the financial statements includes the group’s objectives, policies and processes for managing its
capital, 1its financial risk management objectives, details of 1ts financial instruments and hedging
activities, and 1ts exposures to credit risk. hquidity risk and market risk

26
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First Derivatives plc

Notes (c{onnnued)

1 Slgm{flcant accounting pohcies (continued)
Going concern (continued)
The group meets its day to day working capital requirements through generated cash flows and loan
facilities most of which are due for renewal in 2017 The group’s forecasts and projections, taking
account of reasonably possible changes in trading performance, show that the group should be able
to opetate within the level of its facilities

After making enquities, the directors have a reasonable expectation that the company and the group
have adequate 1esoutces to continue in operational existence for the foreseeable future Accoidingly.

they continue to adopt the going concern basis in prepal ing the annual report and accounts
!

Crmcal accounting estimates and judvements

The prepatation of financial statements in conformity with adopted 1FRSs requires management to
* make judgements, estimates and assumptions that affect the application of policies and reported

amounts of assets and habilities, income and expenses Actual results may differ from these

estnnates Estimates and underlying assumptions are reviewed and revised on an ongoing basis

Revisions to accounting estimates are recognised in the period in which the estimates are revised

Information about critical judgements n applying accounting policies that have the most significant
impact on the amounts recognised n the financial statements are as follows

o It 1s noted that management have assessed that all restdences owned by the group are held for
use within the business, and as such are classified as property, plant and equlpment rather than
investment pioperty

Management have estimated the amount of deferred consideration payable on the acquisitions of
subsidiaries 1s based on forecast results and certain other criteria as required by the terms of the
sale and puichase agreement Management have made prudent estimates of deferied
constderation ppyab]e based on the 1elevant share puichase agieement

S

i

!

|

-5 Management have estimated the fair value of intangibles (including goodwill) acquired on

+: acquisitions based on the projected profitability expected to be generated The useful economic

i lves of the intangibles are assessed as being critical and are based on management’s estimate of
' l the hife over which revenue can be generated and taking cognisance of the useful economic hives

| of similar competitor products Where an intangible asset has been created by the group, the

| value has been derived from establishing the current estimated cost associated with generating

f this asset

! f

-" Useful economic lives of internally generated intangibles are assessed as being critical and aie
based on management’s estimate of the hife over which revenue can be generated and taking
cogmisance of the useful economic lives of similar competitor products

©  Goodwill on acquisitions 1s not amortised but 1s tested for impairment on an annual basis
Management have assessed goodwill for impairment based on the projected profitability of the
individual cash generating unit to which the goodwill relates  No impairments have been '
identified Other intangibles are tested for impairment 1f an mdicator of impairment 1s

identified
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First Derivatives plc

Notes (continued)

1  Significant accounting policies (continued)

Critical accounting estimates and judgements (continued)

Management have assessed that there are no other estimates or judgements that have a significant risk
of causing a material adjustment to the carrying amounts of assets and habilities recognised in the
financial statements

Changes 1n accounting policies

Accounting for business combinations

From 1 March 2010 the group has applied IFRS 3 Business Combinations (2008) in accounting for
business combinations The change m accounting policy has been applied prospectively and has had
no material impact on earnings per share

Business combinations are accounted for using the acquisition method as at the acquisition date,
which 1s the date on which control s transferred to the group Control 1s the power to govern the
financial and operating policies of an entity so as to obtain benefits from its activities In assessing
control, the group takes into consideration potential voting rights that currently are exercisable

Acquisitions on or afier 1 March 2010
For acquisitions on or after | March 2010. the group measures goodwill at the acquisition date as

o the fair value of the consideration transferred, plus

e the recogmsed amount of any non-controlling interests in the acquiree, plus

¢ 1f the business combination is achieved in stages, the fair value of the existing equity interest in
the acquiree, less

e the net recognised amount (generally fair value) of the identifiable assets acquired and habilities
assumed

When the excess 1s negative, a bargain purchase gain s recognised immediately in profit or loss

The consideration transferred does not include amounts related to the settlement of a pre-existing
relationship Such amounts are generally recognised in profit or loss

Costs related to the acquisition. other than those associated with the 1ssue of debt or equity securities,
that the group incurs in connection with a business combination are expensed as incurred

Any contingent consideration payable 1s recognised at fair value at the acquisition date If the
contingent consideration 1s classified as equity, 1t 1s not remeasured and settlement 1s accounted for
within equity Otherwise, subsequent changes to the fair value of the contingent consideration are
recognised 1n profit or loss

No retrospective adjustments are made to acquisttions prior to | March 2010 to align this treatment
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1 Signilficant accounting policies (continued)

Changes in accounting policies (continued)

Acqusitions prior to 1 March 2010

For acquisitions prior to 1 Maich 2010, goodwill represents the excess of the cost of the acquisition
over the group's interest in the recognised amount (generally fan value) of the identifiable assets,
liabihties and contingent liabilities of the acquiree  When the excess was negative, a bargan
purchase gain was recognised immediately 1n profit or loss

Transaction costs, other than those associated with the 1ssue of debt or equity securities. that the
group ncurred 1n connection with business combinations were capitalised as part of the cost of the
hcqu151t10n

New standards and interpretations not adopted

A number of new standards, amendments to standards and interpietations are effective for annual
periods beginning after 1 March 2010 and have not been applied in preparing these financial
statements None of these 1s expected to have a significant effect on the financial statements except
for IFRS 9 Fmancial Instruments. which becomes mandatory for the group’s and company’s 2013
financial statements and could change the classification and measurement of financial assets The
group does not plan to adopt this standard early and the extent of this impact has not yet been
determimed The standard and interpretations not adopted are outlined below

ci' Amendments to IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments
(mandatory for the year commencing on or after 1 July 2011)

i

Amendments to IFRS 2010 — vaiious standards (adoption dates vaty but certain improvements
ate mandatory fo1 the year commencing on or after 1 July 2010)

Amendments to IAS 24 Related Party Disclosuies (revised 2009) (mandatory for the year
commencing on o1 after 1 January 2011)

—

o  Amendments to [FRS7 Disclosures — Transfers of Financial Assets (mandatory for the year
commencing on ot after 1 July 2011)

¢ Amendments to IAS 12 Deferred Tax Recovery of Underlying Assets (mandatory for the year
i commencing on or after | January 2012)
o Amendments to IFRS 9 Financial Instruments (mandatory for the year commencing on or after
I 1 January 2013) :
|

(b) Basis of consolidation
Business combinations
The group has changed its accounting policy with respect to accounting for business combinations

See note 1(a) changes 1n accounting policies for further details
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1

Significant accounting pohcies (continued)

Subsidaries

Subsidiaries are entities controlled by the group Control exists when the group has the power,
directly or mdirectly, to govern the financial and operating policies of an entity so as to obtain
benefits from 1ts activities In assessing control. potential voting rights that are currently exercisable
or convertible are taken into account The financial statements of subsidiaries are included in the
consolidated financial statements from the date that control commences until the date that control
ceases The accounting policies of subsidiaries have been changed when necessary to align them
with the policies adopted by the group

In the company’s financial statements, nvestments n subsidiaries are carried at cost less any
provision made for impairment

Investments in associates (equity accounted investees)

Associates are those entities in which the group has significant influence. but not control, over the
financial and operating policies Significant influence 1s presumed to exist when the group holds
between 20 and 50 percent of the voting power of another entity Associates are accounted for using
the equity method (equity accounted investees) and are initially recognised at cost The group’s
investment includes goodwill 1dentified on acquisition, net of any subsequent accumulated
impairment losses and fair value of intangibles (these amounts are not recognised separately in the
consolidated accounts but included 1n the group’s net mvestment in the associate (note 18)) The
consolidated financial statements include the group’s share of the profit or loss and other
comprehensive income, after adjustments to align the accounting policies with those of the group,
from the date that significant influence commences until the date that significant influence ceases
When the group’s share of losses exceeds its interest in an equity accounted investee, the carrying
amount of that interest, including any long-term mvestments 1s reduced to ml and the recognition of
further losses 1s discontinued except to the extent that the group has ncurred legal or has
constructive obligations or has made payments on behalf of an investee

In the company’s financial statements, investments 1n assoctates are carried at cost less any
provision made for impairment

Transactions elimmated on consolidation

Intra-group balances and transactions and any unrealised income and expenses arising from ntra-
group transactions, are eliminated in preparing the consolidated financial statements Unrealised
gamns ansing from transactions with equity-accounted investees are eliminated against the
investment to the extent of the group’s interest in the investee Unrealised losses are elimiated n
the same way as unrealised gains, but only to the extent that there 1s no evidence of impairment
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1 Sigm;ﬂcant accounting policies (continued)
I

(c) Foreign currency

1) Translation of foreign currency transactions
Transactlons in foreign currencies are translated to the respective functional curiency of the group
entmes at the exchange tate 1uling at the date of the transactions Monetary assets and liabilities
denommated in foreign currencies at the reporting date are retranslated to the functional currency at
the exchange rate at that date  Monetary labuilities designated as hedge of net mvestments are
1eated as set out in note 1(c)(111) below
l
Non monetary assets and habilities denominated 1n foreign currencies that are measured at historical
Cost are t1 ans]ated using the exchange rate ruling at the date of the transaction Non-monetary assets
and habilities denominated in foreign currencies that are measured at fair value are tianslated to the
functional currency at exchange rate ruling at the date the fair value was determmed Foreign
exchange differences arising on retranslation are 1ecognised 1n profit or loss, except for differences
a1 1sing on the retianslation of a financial I1ab1]1ty designated as a hedge of the net investment in a
for eign operation that 1s effective, which 1s recognised 1n other comprehensive income
tGams or losses arising on the 1etianslation of foreign currency contingent deferred consideration
estlmated as payable at the year end on acquisttions priot to 1 March 2010 are accounted as an
adjustment to goodwill  On acquisitions on or after 1 Match 2010 the gan or loss 1s accounted for
1ln profit or loss

1) Translation of financial resulls of foreign operations

The assets and liabilities of foreign subsidiaries, mcludmg goodwill and fair value adjustments
arlsmg on consolidation, are translated to the group’s presentational currency, GBP, at foreign
e\change rates tuling at the balance sheet date The revenues and expenses of foreign opetations are
translated at the foreign exchange rates ruling at the dates of the transactions Foreign currency
differences are recognised in other comprehensive income and piesented n the currency translation
édjustment reserve 1n equity However, if the operation 1s a non-wholly owned subsidiary, then the
felevant proportionate share of the translation diffeience 1s allocated to the non-controlling interests

When a foreign operation 1s disposed of, such that control, significant fluence or joint control 1s
lost the cumulative amount in the translation reserve related to that foreign opetation 1s reclassified
to profit or loss as part of the gain or loss on disposal When the group disposes of only part of its
interest i a subsidiary that includes a foreign operation while retaining control, the relevant
ﬂr’opomon of the cumulative amount 1s reattributed to non-controlling interests When the group
disposes of only part of its investment in an associate or joint venture that includes a foreign
6penat|on while retaining significant influence or joint control, the 1elevant proportion of the
cumulative amount 1s reclassified to profit or loss

Certain exchange differences aiising from a monetary item receivable from or payable to a foreign
épel ation. the settlement of which 1s neither planned nor likely 1n the foreseeable future. are
donsidered to form part of a net investment in a foreign operation and are recognised 1n other
éqmprehenswe income and presented 1n the curtency translation adjustment reserve in equity
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Notes (continued)

1  Significant accounting policies (continued)

(d)

u)  Translation of financial results of foreign operations (continued)

Foreign currency differences arising on the retranslation of foreign currency loans designated as a
hedge of net mvestments in a foreign operation are recognised in other comprehensive income to the
extent the hedge. when designated n a hedge relationship which has been formally documented and
performed n line with [AS39 Recognition and Measurement, 1s effective and are presented within
equity 1n the currency translation adjustment reserve To the extent that the hedge 1s meffective,
such differences are recognised 1n profit or loss When the hedged part of a net investment 1s
disposed of. the associated cumulative amount n equity 1s transferred to profit or loss as an
adjustment to the profit or loss on disposal

Property, plant and equipment

(1)  Owned assets

Items of property, plant and equipment are measured at cost less accumulated depreciation (see
below) and accumulated impairment losses (see accounting policy on impairment. note 1(h) below)
Cost includes expenditure that 1s directly attributable to the acquisition of the asset

When parts of an item of property, plant and equipment have different useful lives, those
components are accounted for as separate items of property. plant and equipment

The gam or loss on disposal of an item of property, plant and equipment 1s determined by
comparing the proceeds from disposal with the carrying amount of the property, plant and
equipment and 1s recognised net within other expenses 1n profit or loss When revalued assets are
sold, any related amount included in the revaluation reserve 1s transferred to retained earnings

(1) Leased assets

Leases in terms of which the group assumes substantially all the risks and rewards of ownership are
classified as finance leases Upon mnitial recognition the leased asset 1s measured at an amount
equal to the lower of 1ts fair value and the present value of the mimimum lease payments

Subsequent to imitial recognition, the asset 1s accounted for in accordance with the accounting policy
applicable to that asset

Other leases are operating leases and are not recogmsed 1n the group’s statement of financial
position

(1) Subsequent costs

The group recognises 1n the carrying amount of an item of property, plant and equipment the cost of
replacing part of such an item when that cost 1s incurred 1f 1t 1s probable that the future economic
benefits embodied within the item will flow to the group and the cost of the item can be measured
reliably All other costs are recognised 1n profit or loss as an expense as mcurred
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Notes (c}om‘mued)

1

1 Slgm:ficant accounting policies (continued)
(tv)  Depreciation .
Dep1 eciation 1s calculated to write down the costs of parts of items to their residual values and 1s
charged to profit or loss on a stiaight-line basis over the estimated useful lives of each part of an
ltem of property, plant and equipment Land 1s not deprecmted The estimated useful lives aie as

N

follows

Ofﬁce furniture and equipment - 25% straight line
Plant and equipment . - 25-50% straight line
Bulldmgs — long leasehold and freehold - 2% straight line

Deprecnatlon methods, useful lives and residual values are reviewed at each reporting date and
adjusted if appropiiate

(e) ]][’ntanglble assets and goodwill
1) Goodwill
Goodwill that arises on the acquisition of subsidiaries 1s recognmised 1n itangible assets Goodwill
r'epresents the difference between the fair value of consideration transferred and the net recognised
amount of the 1dentifiable assets acquued and the habilities assumed  Identifiable mtangibles are
those which can be sold sepatately or which arise from legal rights regardless of whether those
1|1ghts ate separable

(!300dw11] 15 stated at cost less any accumulated impairment losses Goodwill 1s allocated to cash-
generating units and 1s not amortised but 1s tested annually for impairment In respect of equity
ailccounted investees. the carrying amount of goodwill 1s included n the carrying amount of the
investment in the investee  Goodwill arising on subsidiaries and associates 1s not amortised

-~

|
It\legatlve goodwill arising on an acquisition 1s recognised immediately in profit or loss

i i

1) Research and development

I:prendltme on research activities undertaken with the prospect of gainig new technical knowledge
and understanding, 1s 1ecognised 1n profit o1 loss as an expense as incurred

Ifixpendlture on development activities, whereby 1esearch findings are applied to a plan or design for
the production of new or substantially improved products and processes, 1s capitalised only tf
development costs can be reliably measured. the product or process 1s techmcally and commercially
fl‘eaSIb]e future economic benefits are probable and the group ntends to and has sufficient resources
to complete development and to use o1 sell the asset .

.
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Significant accounting policies (continued)

®

(®

1)  Research and development (continued)

The expenditure capitalised in respect of software assets includes the cost of materials, direct labour
and an approprate proportion of overheads that are directly attributable to preparing the asset for its
intended use Other development expenditure 1s recognised in the income statement as an expense
as incurred Capitalised development expenditure s stated at cost less accumulated amortisation
(see below) and impairment losses (see accounting policy impatrment note 1(h))

Tax credits for research and development are recognised at their fair value based on amounts
recoverable from the tax authorities i current and future years A credit 1s recognised in the income
statement against the related expense or recognised 1n the period in which the expenditure 1s
amortised where the related expenditure 1s capitalised

)  Other intangible assets

Intangible assets other than goodwill that are acquired by the group are stated at cost less
accumulated amortisation (see below) and impairment losses (see accounting policy on impairment
note 1(h)) The fair value of customer relationships acquired 1n a business combination 1s
determined using the multi-period excess earnings method, whereby the subject asset 1s valued after
deducting a fair return of all other assets that are part of creating the related cash flows The fair
value of other intangible assets acquired in a business combination 1s based on the discounted cash
flows expected to be derived from the use and eventual sale of the assets

v)  Subsequent expenditure

Subsequent expenditure on capitalised intangtble assets 1s capitalised only when 1t increases the
future economic benefits embodied m the specific asset to which 1t relates All other expenditure 1s
recognised 1n profit or loss as incurred

v)  Amortisation

Amortisation 1s based on the cost of an asset less 1ts residual value Amortisation 1s charged to profit
or loss on a straight-line basis over the estimated useful lives of intangible assets other than
goodwill, from the date that the asset 1s available for use as follows

Customer lists - 12 5% straight line
Acquired software - 12 5 - 50 % straight line
Brands - 12 5% straight line
Developed software - 12 5% - 20% straight line

Amortisation methods, useful lives and residual values reviewed at each reporting dates and
adjusted 1f appropriate

Trade and other recervables
Trade and other receivables are stated at amortised cost less impairment losses (see accounting
policy impairment note 1(h)

Cash and cash equivalents

Cash and cash equivalents comprises cash balances and call deposits with an original maturity of
three months or less Bank overdrafts that are repayable on demand and form an integral part of the
group’s cash management are included as a component of cash and cash equivalents for the purpose
of the statement of cash flows
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1 Slgm{ficant accounting policies (continued)
1
1

_ (h) Impairment
(1) Fmancial assets
A financial asset not carried at fair value through profit or loss 1s assessed at each reporting date to
determme whether thete 1s any objective evidence that 1t 1s impaired A financial asset 1s considered
to be impaired if objective evidence indicates that a loss event has occurred after the initial
1ecogmt10n of the assets and that the loss event had a negative effect on the estimated future cash
- ﬂows of that asset that can be estimated reliably

*

Objectlve evidence that financial assets (including equity secutities) are impaired can mclude
default or delinquency by a debtor, restructuring of an amount due to the group on terms that the
group would not consider otherwise, indications that a debtor or 1ssuer will enter bankiuptcy,
adverse changes the payment status of boirowers or 1ssuers 1n the group. economic conditions
that correlate with defaults or the disappearance of an active matket for a security In addition, for
an investment 1n an equity security, a mgmﬁcant or prolonged decline 1n its fau value below 1ts cost
1s objective evidence of impanment

1o

](u) Loans and recervables

The group considers evidence of impairment for loans and 1eceivables at both a specific asset and
collectlve level All individually significant receivables are assessed for specific impairment  All
mdmdua]ly significant loans and receivables found not to be specifically impaired ate then
c;ollectlve]y assessed for any impairment that has been incuried but not yet identified Loans and
tiecelvables that are not individually significant are collectively assessed for impairment by grouping
together loans and 1ecetvables with similar risk characteristics

ltn assessing collective impairment the group uses hlStOl ical trends of the probability of default, the
tnmng of recoveries and the amount of loss incurred, adjusted for management’s judgement as to
\;vhether current economic and credit conditions are such that the actual losses are likely to be
greater or less than suggested by historical trends

¢

s

(1)  Non-financial assets
The carrying amounts of the gioup’s non-financial assets, other than deferred tax assets, are
rfewewed at each reporting date to determine whether there 1s any mdication of imparment If any
§u011 indication exists, then the asset’s re’coverable amount 1s estimated

113 or goodwill and assets that have an indefinite useful life or that are not yet available for use, the
recoverable amount 1s estimated at each balance sheet date An impairment loss 1s recognised if the
carrying amount of an asset or 1ts 1elated cash -generating unit (CGU) exceeds its estimated
fecoverable amount
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(k)

(1) Non-financial assets (continued)

The recoverable amount of an asset or CGU 1s the greater of its value n use and its fair value less
costs to sell In assessing value n use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset or CGU For the purpose of impairment testing, assets that
cannot be individually tested are grouped together into the smallest group of assets that generates
cash inflows from continumg use that are largely independent of the cash inflows of other assets or
CGU Subject to an operating segment ceiling test, for the purposes of goodwill impairment testing,
CGU’s to which goodwill has been allocated are aggregated so that the level at which impairment
testing 1s performed reflects the lowest level at which goodwill 1s monitored for internal reporting
purposes Goodwill acquired 1n a busmess combination, 1s allocated to the legal entity or business
that has been acquired 1n a business combination

Impairment losses are recognised 1n profit or loss Impairment losses recognised in respect of CGUs
are allocated first to reduce the carrying amount of any goodwill allocated to the CGU and (group of
CGUs) and then to reduce the carrying amount of the other assets in the CGU (group of CGUs) on a
pro rata basis

An impairment loss 1n respect of goodwill 1s not reversed In respect of other assets, impairment
losses recognised 1n prior periods are assessed at each reporting date for any indications that the loss
has decreased or no longer exists An impairment loss is reversed 1f there has been a change n the
estimates used to determie the recoverable amount An impairment loss 1s reversed only to the
extent that the asset’s carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, 1f no impairment loss had been recognised

Earnings per share

The group presents basic and diluted earnmings per share (EPS) data for its ordinary shares Basic
EPS 1s calculated by dividing the profit or loss attributable to ordinary shareholders of the group by
the weighted average number of ordinary shares outstanding during the period Diluted EPS 1s
determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted
average number of ordmary shares outstanding for the effects of all dilutive potential ordinary
shares, which comprise share options granted to employees, directors and as part of business
combinations

Interest-bearing borrowings

Interest-bearing borrowings are recognised nitially at fair value less attributable transaction costs
Subsequent to initial recognition, interest-bearing borrowings are stated at amortised cost with any
difference between cost and redemption value being recognised in profit or loss over the period of
the borrowings on an effective interest basis

Employee benefits

(1)  Defined contribution plans

The group operates a defined contribution (pension) plan for employees A defined contribution
plan 1s a post-employment benefit plan under which the group pays fixed contributions into a
separate entity and will have no legal or constructive obligation to pay further amounts Obligations
for contributions to defined contribution pension plans are recognised as an expense in the income
statement as incurred
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(1) Share-based payment transactions

The share option programme allows group employees to acquire shares of the group The fair value
of options granted s recognised as an employee expense with a corresponding inciease m equity
The fan value 1s measured at grant date and spread over the petiod during which the employees
become unconditionally entitled to the options The fair value of the options granted 1s measured
using an adjusted Black-Scholes model. taking into account the terms and conditions upon which
the options were gianted The amount recognised as an expense 1s adjusted to reflect the actual
number of shate options that vest On the lapse of share options on the vesting date the amount
1ecognised i shares to be 1ssued 1s transferred to the retained earnings  On the exeicise of share
options. the amount recorded in shares to be issued 1s transferred to the shaie premium reserve

(111)  Short term benefits

Liabilities for employee benefits for wages. salaiies and annual leave entitlements repiesent present
obhgatlons 1esulting fiom employees' services provided up to the reporting date and are calculated
at undiscounted amounts based on remuneration wage and salary rates that the group expects to pay
as at the reporting date

A lability 1s recognised for the amount expected to be paid under short-term cash bonus plans if the
group has a present legal or constructive obligation to pay this amount as a result of past service
provided by the employee and the obhigation can be estimated reliably

(I} Provisions

‘A provision 1s recognised in the balance sheet when the group has a present legal or constructive
obhgatlon as a result of a past event, that can be estimated reliably and 1t 1s probable that an outflow
of economic benefits will be required to settle the obligation If the effect 1s material, provisions are
determined by discounting the expected future cash flows at a pre-tax rate that reflects current
market assessments of the time value of money and, when appropriate, the risks specific to the
liability The unwinding of the discount 1s 1ecognised as finance cost

1
'

(m) Trade and other payables

Trade and othe1 payables are stated at the discounted present value of the estimated outflows of
funds Where the maturity 1s six months or less they ate not discounted and are shown at cost

— e -
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(n) Revenue
(1)  Product and Services rendered
Revenue from product and services rendered 1s measured at the fair value of the consideration
received or recervable and 1s recognised n profit or loss in proportion to the stage of completion of
the transaction at the balance sheet date No revenue 1s recognised if there are significant
uncertainties regarding recovery of the consideration due The group does not have contracts
involving a combination of products and services and negotiates prices separately for each
component Revenue n respect of each product or service 1s as follows

e Revenue from perpetual software licensing 1s recognised upon delivery to the customer where
there are no significant vendor obligations remaining following delivery, the client has accepted
the software and the collection of the resulting receivable 1s considered probable

e Revenue from annual licensing 1s recogmsed over the period to which the contract relates

¢ Revenue from consulting services 1s recognised in the month the service 1s performed, upon
acceptance by the customer and the collection of the resulting recervable 1s considered probable

e Inrespect of customisation of software, revenue 1s recognised upon acceptance by the customer
and the collection of the resulting receivable 1s considered

e Revenue from data management hosting, other hosting and transactional activities are
recognised over the period to which the contract relates or the transaction occurs which gives
rise to the receivable In instances where a non-refundable fee 1s paid by the customer, the fair
value of any significant obhigations are deferred and recognised over the life of the contract and
the remaining balance 1s recognised following delivery and the resulting receivable 1s
considered probable

(1) Commuissions

When the group acts 1n the capacity of an agent rather than as the principal in a transaction, the
revenue recognised 1s the net amount of commussion earned by the group Revenue 1s recognised
upon acceptance by the customer of the sale

(i) Government grants

\ An unconditional government grant 1s recognised n the income statement as other operating income
when the grant becomes receivable Any other government grant 1s recognised 1n the balance sheet
intially as deferred income and when there 1s reasonable assurance that it will be received and that the
group will comply with the conditions attaching to 1t a release 1s then made to the profit and loss as

\ other income Grants that compensate the group for expenses incurred are recognised as other
operating income 1n profit or loss as other income on a systematic basis 1n the same pertods in which
the expenses are incurred Grants that compensate the group for the cost of an asset are recognised n
profit or loss as other operating income on a systematic basis over the useful hife of the asset
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(o) Lease payments

(p)

(1) Operating lease payments

Payments made under operating leases are recognised in profit or loss on a straight-line basis over the
term of the lease Lease incentives recetved are recognised in profit or loss as an integial part of the
total lease expense, over the terms of the lease

(11)  Finance lease payments

Minimum lease payments made under finance leases aie apportioned between the finance charge and
the 1eduction of the outstanding habihty The finance expense 1s allocated to each period durning the
lease tetm so as to produce a constant periodic 1ate of interest on the remaining balance of the liability

(1)  Determining whether an arrangement contains a lease

At inception of an arrangement, the group determines whether such an arrangement 1s or contams a
lease A specific asset 1s the subject of a lease 1if fulfilment of the arrangements 1s dependent on the
use of that specified asset An atiangement conveys the right to use the asset if the arrangement
conveys to the group the right to control the use of the underlying asset

At inception o1 upon reassessment of the artangement. the group separates payments and other
COHSldel ation required by such an arrangement into those for the lease and those for other elements on
the basis of then 1elative fair values If the group concludes for a finance lease that 1t 1s impracticable
to sepaiate the payments 1eliably, then an asset and a hability are 1ecognised at an amount equal to the
fau value of the undetlying asset Subsequently the liability 1s 1educed as payments are made and an
imputed finance charge on the hability 1s recognised using the gioup’s incremental borrowing rate

b

|

Finance income and expenses

Finance ncome comprises interest recervable on funds nvested and dividend mcome Interest
income 18 recognised 1n profit or loss as 1t acciues, using the effective intetest method The interest
eapense component of finance lease payments 1s recognised in profit o1 loss using the effective
mtelest 1ate method When an available for sale asset 1s derecognised, the cumulative gain o1 loss n
equlty 1s transfeired to finance income or expense

f Inancing expenses comprises interest payable on borrowings calculated using the effective nterest
1ate method, and foreign exchange gains and losses
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Significant accounting policies (continued)

(q) Taxation

Income tax expense on the profit or loss for the period presented comprises current and deferred tax
Income tax expense 1s recognised tn profit or loss except to the extent that it relates to a business
combination or items recognised directly in equity, or in other comprehensive income

Current tax 1s the expected tax payable or receivable on the taxable income for the year, using tax
rates enacted or substantially enacted at the balance sheet date, and any adjustment to tax payable in
respect of previous years

Deferred tax 1s provided using the balance sheet liability method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts
used for taxation purposes The following temporary differences are not provided for goodwill not
deductible for tax purposes, those arising from the mitial recognition of assets or liabilities acquired 1n
a transaction that 1s not a business combination and that affects neither accounting nor taxable profit
or loss, and differences relating to mvestments n subsidiaries to the extent that 1t 1s probable they will
not reverse 1n the foreseeable future The amount of deferred tax provided 1s based on the expected
manner of realisation or settlement of the carrying amount of assets and labilities, using tax rates
enacted or substantively enacted at the balance sheet date

Deferred tax assets and habihties are offset if there 1s a legally enforceable right to offset current tax
liabilhities and assets and they relate to income taxes levied by the same tax authority on the same
taxable entity, or on different tax entities, but they intend to settle current tax hiabilities and assets on a
net basis or their tax assets and liabilities will be realised simultaneously

A deferred tax asset 1s recognised only to the extent that it 1s probable that future taxable profits will
be available against which the asset can be utilised Deferred tax assets are reviewed at each reporting
date and reduced to the extent that 1t 1s no longer probable that the related tax benefit will be realised

(r) Classification of financial instruments 1ssues by the group

Following the adoption of IAS 32, financial instruments 1ssued by the group are treated as equity only
to the extent that they meet the following two conditions

a) they include no contractual obligations upon the company (or group as the case may be) to
deliver cash or other financial assets or to exchange financial assets or financial liabilities with
another party under conditions that are potentially unfavourable to the company (or group), and

b) where the instrument will or may be settled in the company’s own equity instruments, 1t 1s either
a non-derivative that includes no obligation to deliver a variable number of the company’s own
equity instruments or 1s a derivative that will be settled by the company’s exchanging a fined
amount of cash or other financial asset for a fixed number of its own equity mstruments

To the extent that this definition 1s not met, the proceeds of 1ssue are classified as a financial liability
Where the instrument so classified takes the legal form of the company’s own shares, the amounts
presented n these financial statements for called up share capital and share premium account exclude
amounts in relation to those shares

40



s

First I?erivatives plc

f
| .
Notes (continued)
1 Sigmificant accounting policies (continued)
1
(s) Share capital
O dinary shares are classified as equity Incremental costs directly attributable to the 1ssue of ordinary
shares are recognised as a deduction from equity, net of any tax effects The nominal value of shares
lssued 1s recognised as share capital The value of the consideration recerved in excess of the nominal
value 1s 1ecognised as share premium
f
(t) Segmental reporting
‘An operating segment i1s a component of the group that engages 1n business activities from which 1t
rmav eain revenues and incur expenses. including revenues and expenses that relate to tiansactions
with any of the group’s other components The operating results are regulatly reviewed by the board
and comprise one segment, however the information provided records revenue split between the
I\,/anous consulting and software activities
!
2 Financial nsk management

Ovex;vnew
The group has exposure to the following risks from 1its use of financial instruments

o Ciedit risk
o Liquidity risk
e Market risk ) .

Thss :note presents information about the gioup’s exposure to the above risks, the group’s objectives,
policies and processes for measuring and managing risk. and the group’s management of caputal

F urthller quantitative disclosuies are included throughout these financial statements

RlskTmanagement framework ¢

The board of directors has overall responsibility for the establishment and ovelslght of the group’s risk
management framework The board 1s 1esponsible for monitoring the gioup’s risk management policies.
WhICh are established to 1dentify and analyse the risks faced by the group. to set appiopnate risk imits
and to monitor adherence to those policies

|
Credit risk
Credit risk 1s the risk of financial loss to the group 1f a counterparty fails to meet 1ts contractual
obhgathn and principally arises from the group’s receivables from customers thiough selling on ciedit
Thss 1s managed thiough credit control procedures Regular contact 1s made with customers when debts
are overdue with follow up procedures carried out as required Concentration of ciedit risk 1s disclosed
n noite 39 to the financial statements

|
x

|
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Financial risk management (continued)

Liquidity nsk

Liquidity risk 1s the risk that the group will encounter difficulty in meeting the obligations associated
with 1ts financial habilities that are settled by delivering cash or other financial assets The group’s
approach to managmg liquidity 1s to ensure, as far as possible, that 1t will always have sufficient
liquidity to meet its habilities when due, under normal and stressed conditions, without incurring
unacceptable losses or risking damage to the group’s reputation

The group generates positive operating cash flows, and 1s able to meet 1ts liabilities as they fall due In
addition the group has lines of credit identified in note 28 to the financial statements

Market nsk

Market risk 1s the risk that changes in market prices. such as foreign exchange rates, interest rates and
equity prices will affect the group’s income or the value of its holdings of financial instruments  The
objective of market risk management 1s to manage and control market risk exposures within acceptable
parameters, while optimising the return

The group currently does not use derivative financial instruments to hedge 1ts exposure to currency or
interest rate risk  All loans are currently variable rate in nature. with the terms being at prevailing
market interest rates

The level of trading and borrowings i foreign currency produces a natural hedge of a large proportion
of the group's exposures to foreign currency movements on trading and mvestments Certain borrowings
in foreign currencies are designated as net investment hedges of foreign operations

Capital management

The Board's policy 1s to maintain a strong capital base so as to maintain investor, creditor and market
confidence and to sustain future development of the business (capital 1s defined as share caputal, share
premium, retained earnings and shares to be issued) The Board of Directors monitors the return on
capital as well as the level of dividends to ordinary shareholders The group 1s not subject to external
requirements in respect of its capital, with the exception of the need to comply with the level of ordinary
shares available for trading on the Alternative Investment Market and Enterprise Securities Market, with
which the group has complied 1n the current year Additional shares in the group are made available to
staff by the use of share option schemes as disclosed n the notes to the financial statements and as
purchase consideration in business combinations

The Board seeks to maintain a balance between the higher returns that might be possible with higher
level of borrowings and the advantages and security afforded by a sound capital position
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A(‘(]lillSlthllS of subsidiaries and associates . ‘

|
Subsidiaries

! .
On 6‘August 2010 the company obtained control of LakeFront Data Ventures Inc by acquiring all of the
ordinary shares of the company Acquiring LakeFront Data Ventures Inc enabled the group to establish
a presence in Canada and expand its oveiall offering to its client base In the 7 months to 28 February
2011{the subsidiary contributed revenue of £241k and net profit of £24k to the consolidated net profit
for the year If the acquisition had occurred on 1 Maich 2010. management estimates that revenue for
the gloup would have been £37.153k and net profit would have been an estimated £5.153k In
determmmg these amounts, management has assumed that the fair value adjustments that arose on the
date (L)f acquisition would have been the 3ame 1f the acquisition occurred on 1 March 2010

+

The followmo summarises the major classes of consideration transferred and the recognised amounts of
assets acquired and Liabilities assumed at the acquisition date

J .
Effect of acquisttions '
The acqmsmons had the following effect on the group’s assets and liabilities

- Pre-acquisition Fair value Recogmsed
: carrymng adjustments values
i amounts on acquisition
j £000 £000 £000
Acqullree’s net assets at the acquisition date
Intangiblé assets - 419 419
Trade and other 1eceivables 16 - 16
Deferred tax hability - (119) (119)
Net ldlenuﬁable assets and lhabilities 16 300 316
i -
Goodl)vlll on acquisition 520
| 836
I
2 _
Consideration paid, satisfied as follows ,
Cash | 585
Shates 1ssued (82 602 shares) 251
836
Cash consideration paid 585
Cash (acquired) -
Net cash outflow 585

The trade and other receivables comprised gross contractual amounts of £16k of which no amounts

were'expected to be uncollectable at the acquisition date

43



First Derivatives plc

Notes (continued)

3

Acqusitions of subsidiaries and associates (continued)

Shares 1ssued

The number of ordinary shares 1ssued (82.602 shares) was derived based on the average price of shares
on the 20 days prior to 30 July 2010 (303 S pence per share) The fair value of the ordinary shares
1ssued based on the histed share price on the 6 August 2010, the effective date of control (312 5 pence
per share) was not materially different The impact would be to increase goodwill by £7k

Goodwill has arisen on the acquisition and reflects the future economic benefits arising from assets that
are not capable of being identified individually and recognised as separate assets The goodwill reflects
the anticipated profitability and synergistic benefits arising from the combination and the ability to
leverage off client relationships and knowhow The group has carried out an impairment review of
goodwill as at 28 February 2011 and has not 1dentified any impairment (see note 17)

Acqusition related costs
The group incurred acquisition-related costs of £68k related to external legal fees and due diligence

costs The legal fees and due diligence costs have been included in administrative expenses in the
group’s consolidated statement of comprehensive income

2010 acquisitions

On 1 April 2009 the company acquired all of the ordary shares in Lepton Solutions Pty Limited In the
11 months to 28 February 2010 the subsidiary contributed income of £533k and net profit of £40k to the
consolidated net profit for the year 1f the acquisition had occurred on 1 March 2009 management
estimate group revenue would have been £25,524k and net profit would have been an estimated £5,735k
for the year ended 28 February 2010 In determining these amounts, management has assumed that the

fair value adjustments that arose on the date of acquisition would have been the same 1f the acquisition
occurred on 1 March 2009
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Acquisitions of subsidiaries and associates (continued)

RS SUNY __ SU—

Acqmree s net assets at the acquisition date
Properly plant and equipment.
lntan:glb[e assets

T rade and other receivables
Cash and cash equivalents

Tt ade and other payables -
Defcned tax liability

g

Net IQentlﬁable assets and Labilities

E
|
Goodwill on acquisition (including costs of acquisition)

. 1

|

|

| ¥
i .

|

!

i
Consideration paid, satisfied as follows

Cash | .
Shales options 1ssued
Contmgem consideration

| :

<

Cash consideration paid
Cash (acqunred)

|
Net c%ash outflow

k

|
C ontingent consideration

Pre-acquisition
carrymg
amounts
£000

33

Fair value
adjustments

£000

267

(80)

187

Recognised
values

on acqusition
£000¢

33
-267
56
59
(55)
(80)

280

1,087

1,367

As pan“t of the puichase consideration the group has agreed to pay the selling shareholders contingent

consideration of £574k This 1s payable in six half yearly instalments based on the performance of the
company over a three year period Contingent consideration recorded in the financial statements 1s the
estimate of future consideration payable based on curtent peiformance
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Acquisitions of subsidiaries and associates (continued)

On 23 October 2009 the company acquired all of the ordinary shares in Reference Data Factory LLC
for In the 4 months to 28 February 2010 the subsidiary contributed income of £61k and net profit of
£46k to the consolidated net profit for the year If the acquisition had occurred on 1 March 2009 group
revenue would have been £25,532k and net profit would have been an estimated £5.823k for the year
ended 28 February 2010 In determining these amounts, management has assumed that the fair value
adjustments that arose on the date of acquisition would have been the same 1f the acquisition occurred

on 1 March 2009

Acquiree’s net assets at the acquisition date
Intangible assets

Trade and other receivables

Cash and cash equivalents

Trade and other payables

Net 1dentifiable assets and habilities

Goodwill on acquisition (including costs of acquisition)

Consideration paid, satisfied as follows
Cash

Shares 1ssued (109,556 ordinary shares)
Shares options 1ssued

Contingent consideration

Cash consideration paid
Cash (acquired)

Net cash outflow

Shares 1ssued

Pre-acquisition
carrying
amounts

£000

72
22
(79

15

Fair value
adjustments

£000

1,707

1,707

Recognised
values

on acquisition
£000

1,707
72
22

(79)

1,722

2,181

3.903

The number of ordinary shares 1ssued (109,556 shares) was derived based on the average price of shares
on the 20 days prior to 23 October 2009 (273 S pence per share) The fair value of the ordinary shares
1ssued based on the listed share price on the 23 October 2009, the effective date of control (295 0 pence

per share) was not materially different The impact would be to increase goodwill by £24k

Contingent consideration

As part of the purchase consideration the group has agreed to pay the selling shareholders contingent
consideration of £2,098k This 1s payable in six half yearly instalments based on the performance of the
company over a three year period Contingent consideration recorded in the financial statements 1s the
estimate of future consideration payable based on current performance
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|
Acquisitions of subsidiaries and associates (continued)
|

1
On l:4 February 2010. a subsidiary, Fust Derivatives (Ireland) Limited (previously Elvant Limited)
acquned the trade and assets of Cognotec Holdings Limited In the 14 days to 28 February 2010 the
subSIdlary contributed income of £193k and net loss of £4k to the consolidated net profit for the year If
the acqu151t10n had occurred on 1 March 2009 group revenue would have been £30,301k and net profit
would have been an estimated £5,63 1k for the yeai ended 28 February 2010 In determining these
amounts management has assumed that the fair value adjustments that arose on the date of acquisition
would have been the same if the acquisition occurred on 1 March 2009

|

’ v Pre-acquisition Fair value Recognised
carrying adjustments values
| amounts on acquisition
| £000 £000 £000
Acqu‘:ree s net assets at the acquisition date
Intan glb]e assets - 4,260 4,260
Trade and other receivables 1,267 99%4) . 273
Trade and other payables z . - (487) (487)
Onei ous contracts . - (683) (683)
1| .
Net lqenllﬁable assets and liabilities 1,267 2,096 3,363

Goodwill on acquisition (including costs of acquisition) . -
i

|
! _ 3,363
i _
i
Consuderatlon paid, satisfied as follows
Cash! H 3,363
| .
3,363
o
Cash consudelatlon paid - . 3,363
Cash (acqmred) . -
l
Net c%lsh outflow 3,363

I
The above values weie determined on a provisional basis as at 28 February 2010 as the acquisition was
only comp leted 1n February 2010 The fair values of identifiable assets and liabilities have been
finahsed 1n the current accounting period resulting in a decrease of £170k in the fair value of trade and
otheriecetvables which leads to an increase 1n goodwill of £170k  Since the amount of the adjustment
1s immatet1al. the prior year financial statements have not been restated and the adjustment has been
recorded 1n the current year

|
Goodwill
Goodwill has arisen on the acquisitions and reflects the future economic benefits arising fiom assets that
ate not capable of being identified individually and recognised as separate assets The goodwill reflects
the ar{tlmpated profitability and synergistic benefits arising fiom the combinations and the ability to
leverage off chient relationships and knowhow

RS
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Acquisitions of subsidiaries and associates (continued)

Goodw!ll (continued)

Effective on 1 April 2009, First Derivatives plc acquired the share capital of Lepton Solutions Pty
Limited The business combination led to the recognition of goodwill of £1,087k The group has carried
out an impairment review of goodwill and has not 1dentified any impairment To the extent that
operating results do not continue in line with current performance there may be a reversal of goodwill as
a result of reduction in contingent deferred consideration

Effective on 23 October 2009, First Derivatives plc acquired the share capital of Reference Data Factory
LLC The business combination led to the recognition of goodwill of £2,181k The group has carried
out an impairment review of goodwill and has not 1dentified any impairment To the extent that
operating results do not continue i line with current performance there may be a reversal of goodwill as
a result of reduction in contingent deferred consideration

Effective on 14 February 2010, Elvant Limited acquired the total assets of Cognotec Holdings Limited
No goodwill arose at the date of acquisition (as noted above) Subsequently goodwill of £170k was
recognised when the fair values of assets and habilities were finalised

Acquusition 2009

Additionally 1n the prior year. a fair value adjustment of £44k n relation to a deferred tax habilhity was
recognised 1n respect of a prior year acquisition, Market Resource Partners LLC. which resulted in an
increase n goodwill of £44k

Acquisition of associate - 2010

On 19 October 2009, First Derivatives plc acquired a further 15% interest in Kx Systems Inc (Kx) Prior
to 28 February 2010 First Derivatives plc acquired a further 2% interest At 28™ February 2010 First
Derivatives plc owns 22% of the share capital of Kx

Recognised
values at date of
becoming
associate
£000
Share of net assets acquired 45
Fair value of intangible assets 3,242
Net identifiable assets and liabilities 3,287
Goodwill on step acquisition 3,909
7,196

Comprised of
Fair value of existing investment 1,737
Cash paid for shares acquired during the year 4,189
Shares issued (520,702 ordinary shares) 1,270
7,196
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Acquisitions of subsidiaries and associates (continued)

Eqm;y mstruments issued

The fan value of the ordinary shares 1ssued was based on the closing mid market listed share price for
each Of the 40 business days piior to 25 September 2009, the date of which agieement 1n principle for
the acqmsmon was teached of 244 0 pence per share Had the closing price of 254 0 pence pe1 share
been used this amount would not be materially different  The impact would be to inciease goodwill by
£52k

1
Operating segments

Business segments

The group’s board of directors reviews internal management reports on a monthly basts The reports
provided to the board of directors focus on group peiformance The information provided to the board
does not 1eport petformance on a segmented income statement basis, however. contained within the
giroup management accounts s a split of revenue, detailing the various consulting and software sales
1even‘ue figures throughout the group This level of information 1s consistent with the directois” view of
the nature of the group’s business  Staff work 1n both areas of the business with substantial investment
being made by the group in developing highly technical ttaining which 1s provided to all staff to allow
them to cover both software and consulting skills Costs and assets are therefore not segmented nor
prese{lted on a segmental basis to the board of directors

The group has disclosed below certain information on 1its 1evenue by geographical location Details
regatding total revenues are presented m note 5

i .
The group’s two revenue streams are separated as follows

o Consulting activities which includes services to capital markets. and
o Softwate activities which includes the sale of intellectual property and telated services

Revel:'me by division
‘ Consulting Software Total

| 2011 2010 2011 2010 2011 2010
; £000 £000 £000 £000 £000 £000
Total Segment ’

Revlenue 24,229 19352 12,511 6,124 36,740 25476
Geog‘raplucal location analysis
UK Rest of America Australasia Total
Europe .

|

| 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010

f £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Revenue fiom

exterlllal

customets 15,811 10,719 2,627 1,181 14,812 11,839 3,490 1,737 36,740 25,476
|

Non Current

Assets 22,376 19,824 5930 4,428 24,333 22,572 1,692 1,620 54,331 48,444
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Operating segments (continued)

Revenue generated and non-current assets located in Northern Ireland, the group’s country of domicile
are not material and as such. have not been separately disclosed for either the current or prior year

Major customers

The group has one key customer who individually generates more than 10% of group revenue Revenue
from this customer of the group represents approximately £12,518k of the group’s total revenue The
revenue from this customer has been derived from 29 different independent decision making business
units across seven global locations No individual business unit accounts for more than 3 6% of group
revenue In the prior year, two key customers accounted for more than 10% of group revenue
Revenues from these customers accounted for approximately £8,642k and £4,600k of the group’s total
revenue respectively

Revenue
2011 2010
£000 £°000
Sale of goods 5,584 1,112
Rendering of services 30,287 24,004
Commissions 869 360
36,740 25,476

Commussion relates to the sale of products in which the group acts as an agent 1n the transaction rather
than as the principal Management considered the following factors in distinguishing between an agent
and a principal

the group does not take title of the goods and has no responsibility i respect of goods sold,

the group does not collect the revenue from the final customer, all credit risk 1s borne by the supplier
of the goods, and

e the group cannot vary the selling prices set by the suppher

Other operating income

2011 2010

£000 £000

Government grants 1,890 986
Other income 84 148
1,974 1,134

During the year, employment grant income of £646k (2010 £1,007k) was claimed from Invest Northern
Ireland
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!
7  Administrative expenses

I

|

Rent/ rates and insurance

Telephone

Accountancy, audit and legal expenses
Advértlsmg and marketing

Deprjec1atron and amortisation

Labour costs

LlStIrjlg expenses

Bad debts wiitten off !

Othelj
]

8 Personnel expenses and numbers

2011 2010
£2000 £°000
939 619
327 193
378 101
263 210
2,007 955
3,315 2,403
175 164
381 52
938 510
8,723

5.207

The average weekly number of persons (including the directors) employed by the group during the year

15 set out below

|

Administiation
Techhical

The aggregate payroll costs of these persons were as follows
!

1 A

Wages and salaries

Share: based payments (see note 41)

Social secutity costs

Other pension costs .

Less %:apltallsed costs 1n research and development

Disclosed as

Cost of sales

Administiative expenses

51

2011 2010
Average no.  Average no
58 52
397 308
455 360
2011 2010
£000 £000
19,159 12,333
340 197
1,386 1,196
308 213
3,477 (938)
17,716 13,001
2011 2010
£000 £000
14,401 10,598
3,315 2.403
17,716 13.001
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9  Finance income and expense

2011 2010

£°000 £°000

Interest income on bank deposits 7 8

Finance imncome 7 8
Loss on foreign currency translation of monetary

assets (198) (234)

Interest expense on bank loans (649) (462)

Other interest (74) (13)

Finance expense (723) (475)

Net finance expense recognised 1n profit or loss 914) (701)

Exchange gains and losses on net investments in foreign subsidiaries and associates and related effective
hedges are recognised 1n the foreign currency translation reserve

10 Statutory and other information

2011 2010
£°000 £000
Depreciation on property, plant and equipment
Owned assets 402 263
Assets held under finance lease 73 73
Provision for impairment of trade recervables 381 52
Amortisation of intangibles 1,532 619
Rents payable 1n respect of operating leases 348 280
Research and development costs expensed 989 883
Auditor’s remuneration
KPMG Ireland
Audit of these financial statements 55 48
Audit of the subsidiary undertakings mcluded n
the consolidation 13 11
Other services
Amounts receivable by the auditor (KPMG
Ireland) n respect of
Audit of financial statements of subsidiaries pursuant to
legislation 12 -
All other services 16 7
Other services relating to taxation 51 83
Services relating to corporate finance transactions 2 38

Amounts recervable by the company’s auditor 1n relation to 2010/2011 activities are £68k
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11 Tax o:n profit

|
I
Income tax recognised in the income statement

Current tax expense
Cui rent yeat
Ad ]ustment for prior periods

1

|

Deferred tax expense

Orwmatlon and reversal of temporary differences
Ad]ustment for prio1 periods

Chan‘ge In tax 1ates

Total Income tax 1n iIncome statement

Reconciliation of effective tax rate
Profit excluding income tax

Income tax using the company’s domestic tax rate (28%) (2010
28%)

Tax exempt income

E‘(penses not deductible for tax purposes
Over provision n prior year

Other differences

Profit of associate

Foreign tax 1ate differences

Reduction n tax rates

Unielieved overseas taxes

}

|
|

2011 2010
£2000 £2000
1,350 1.579
6 (135)
1,356 1.444
176 294
(121) 120
(28) -
27 . 414
1,383 1,858
6,495 5,645
1,819 1.581
(54) -
60 183
28y (15)
20 (59)
(236) (16)
(203) 184
(28) -
33 -
1,383 1,858

An annual phased reduction in the main rate of UK corpoiation tax from 28% to 24% was initially

announced in the emergency budget in 2010 Followmg the 2011 budget statement, the main rate of UK

corpon atton tax was reduced from 28% directly to 26% with effect from the 1 April 2011 and to 25% fiom 1

April: 2012 Thereafter the mam rate of UK corporation tax will continue to reduce by 1% per annum to

23% by 2014 It 1s expected that this gradual fall in the main cotporation tax rate will result in a reduction

of the groups future curnient tax charge
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12 Remuneration of directors

The remuneration paid to the directors was

2011 2010

£°000 £°000

Aggregate emoluments (including benefits in kind) 454 293
Company penston contributions 42 33
Fees for provision of services 285 254
Share option payment charge 88 25
869 605

During the period there were 4 directors accruing benefits under a defined contribution pension scheme
(28 February 2010 3)

The aggregate emoluments and company pension contributions of the highest paid director amounted to
£134k and £21k respectively during the year (2010 £134k and £16k respectively)

The directors are deemed to be the key management of the group

Directors’ rights to subscribe for shares in the company are indicated below

Number of options

Exercise
Atstart Acquired Atend price
of year during the of year £

year
Graham Ferguson - 175,000 175,000 4.15
Adrian Toner - 175,000 175,000 4.15
Graham Ferguson 175,000 - 175,000 1.77
David Anderson 10,000 - 10,000 1.79
Adrian Toner 60,000 - 60,000 1.79

The average share price during the year was £3 53 (2010 £2 33) and the closing price at year end was
£424 (2010 £2 50)
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13

14

15

Dmd;ends

, . 2011 2010
,‘ . - £000 £000
Final dividend relating to the priot year' 976 921
Interim dividend paid 459 393
[ . 1,435 1,314

+

.
‘

The dividends 1ecorded 1n each financial year represent the final dividend of the preceding financial year
and the interim dividend of the current financial year .

The ﬁnal dividénd relating to the prior year amounted to 6 75 (previous year 6 35) pence per share and
the mtenm dividend paid during the year amounted to 2 90 (previous year 2 75) pence pet share The
cumulative dividend paid during the year amounted to 9 65 (previous year 9 1) pence pet share

After the 1espective reportmg dates, the following dividends were proposed by the directors The
dividends have not been provided for and there are no income tax consequences ~

2011 2010

£°000 . £°000
7 25 pence per ordinaiy share (2010 6 75 pence) 1,185 975

|

-

Caompany result
i

Undell Section 408 of the Companies Act 2006, the company 1s exempt fiom the requirement to present
its own income statement The profit after tax (after addition of foreign currency gains of £474k (2010
loss of £423Kk)) for the financial year of the company as appioved by the Board was £4,464k (2010
£4,:»47k)

!
(a) tarnings per ordimary share

t

Baszct

The calcu]atton of basic earnings per share at 28 February 2011 was based on the profit attributable to
01dmary shareholders of £5,112k (2010 £3.787k), and a weighted aveiage number of ordmary shares
1anl\mg for dividend of 15,415k (2010 13,993k) ,

2011 2010

Pence per Pence per

share share

Basw' earnings per shate 33.2 271
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15 (a) Earmngs per ordinary share (continued)

Weighted average number of ordinary shares

2011 2010

Number 000 Number 000
Issued ordinary shares at beginning of period 14,421 13,734
Effect of share options exercised 132 25
Effect of shares 1ssued as purchase consideration 46 234
Effect of shares issued for cash 816 -
Weighted average number of ordinary shares at end of period 15,415 13,993
Subsequent to the year end, 450,914 ordinary shares were 1ssued as payment of contingent deferred
consideration
Diluted

The calculation of diluted earnings per share at 28 February 2011 was based on the profit attributable to
ordinary shareholders of £5,112k (2010 £3,787k) and a weighted average number of ordinary shares
after adjustment for the effects of all dilutive potential ordinary shares of 17,606k (2010 14,654k)

2011 2010
Pence Pence
per share per share
Diluted earnings per share 29.0 258
Weighted average number of ordinary shares (diluted)
2011 2010
Number Number
‘000 ‘000
Weighted average number of ordinary shares (basic) 15,415 13,993
Effect of dilutive share options 1n 1ssue 2,191 661
Weighted average number of ordinary shares (diluted) at end of
period 17,606 14,654

The average market value of the group’s shares for purposes of calculating the dilutive effect of share
options was based on quoted market prices for the period the options were outstanding

At 28 February 2011, 315k options (2010 276k) were excluded from the diluted weighted average
number of ordinary shares calculation as their effect would have been anti-dilutive
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First Derivatives plc

!
Notes (c}ontmued)

15 (b) Earnings before tax per ordinary share

Earnﬁgs before tax per share are based on profit before taxation of £6,495k (2010 £5,645k) The

number of shares used in this calculation 1s consistent with note 15(a) above

[}
t
i 2011 2010
? Pence per Pence pei
E share share
|
|
Basic earnings befoie tax per ordinary share 42.1 403
Diluted earnings before tax per ordinary share 36.9 385
|
E
Reconciliation from earnings per ordinary share to earnings befoie tax pet ordinary share
!
! 2011 2010
t . . Pence per Pence per
. share share
Basic eatnings per share 332 271
Impa‘ct of taxation charge 8.9 i 132
Adjusted basic earnings before tax per share 42.1 403
Diluted earnings per shaie 29.0 258
Impact of taxation charge 7.9 127
Ad]u?ted diluted earnings befoie tax per share 36.9 385

I

Earnu{]gs before tax pet share has been presented to facilitate pre-tax comparison returns on comparable

investments

t
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First Derivatives plc

Notes (continued)

16 Property, plant and equupment

Group

Land and Plant and Office Total

buildings equipment furniture

£000 £000 £000 £000

Cost
At 1 March 2010 18,296 696 72 19,064
Additions 297 489 56 842
Exchange adjustments (1) (42) 1) (44)
At 28 February 2011 18,592 1,143 127 19,862
Depreciation
At 1 March 2010 696 385 45 1,126
Charge for the year 227 232 16 475
Exchange adjustments €)) 30) - 31
At 28 February 2011 922 587 61 1,570
Net book value
At 28 February 2011 17,670 556 66 18,292

Land and Plant and Office Total

buildings equipment furniture

£000 £000 £000 £000

Cost
At 1 March 2009 17,407 494 55 17,956
Additions 890 192 17 1,099
Acquisition through
business combinations - 33 - 33
Exchange adjustments (1) (23) - (24)
At 28 February 2010 18,296 696 72 19,064
Depreciation
At 1 March 2009 478 273 34 785
Exchange adjustments 1 4 - 5
Charge for the year 217 108 11 336
At 28 February 2010 696 385 45 1,126
Net book value
At 1 March 2009 16,929 221 21 17,171
At 28 February 2010 17,600 311 27 17,938

The basis by which depreciatton is calculated 1s stated 1n note 1

At 28 February 2011 the net carrying amount of leased plant and machinery was £mil (2010 £73k) The
leased equipment acts as security for the lease obligations (see note 28) Cost of equipment was £304k
and accumulated depreciation at 28 February 2011 was £304k Depreciation of £73k was charged
during the year (2010 £73k)

Land and buildings in the group of £17,670k have been independently valued by qualified external
valuers at £22,700k on a open market basis

Details of security 1n respect of property. plant and equipment are disclosed 1n note 28
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Notes (continued)

16 ?roperty, plant and equipment (continued)

Company
[

t
t

!
|
Cost E
At 1 March 2010

Addlpons
At Z§ February 2011

De‘pr’ecmtlon

At 1 March 2010
Chartge for the year
At 28 February 2011

Ner b:ook value
At 28 February 2011

!
i

Cost :

At | Malch 2009
/-\ddlE]Ol‘lS

At 281 February 2010

Depr'ecmtlon

At | Maich 2009
Charglge for the year
At 28’ February 2010
Net book value

At 1 March 2009

At 28; February 2010

Office

Land and Plant and  furniture and
Buildings equipment equipment Total
£000 £000 £000 £000
18,283 310 58 18,651
284 46 9 339
18,567 356 67 18,990
682 270 46 998
226 35 6 267
908 305 52 1,265
17,659 51 15 17,725

Office

Land and Plant and  furniture and
Buildings equipment equipment Total
£°000 £000 £000 £000
17,402 290 55 17,747
881 20 3 904
18,283 310 S8 18,651
476 235 35 746
206 35 11 252
682 270 46 998
16,926 55 20 17,001
17,601 40 12 17,653

The b:a51s by which depreciation 1s calculated 1s stated in note 1

i
No assets ae held under finance leases

Detalzls of secutity in respect of property, plant and equipment are disclosed in note 28

t

|
|
|
|
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Notes (continued)

17 Intangible assets

Group
Goodwill Customer Acquired Brand name Internally Total
hsts  Software developed
software
£000 £000 £000 £000 £000 £°000
Cost
Balance at 1 March 2010 11,427 2,039 7,590 300 2,701 24,057
Development costs - - - - 3,475 3,475
Additions - - 2 - - 2
Deferred consideration 2,302 - - - 2,302
Acqusition through 690 401 - 18 - 1,109
business combinations
Exchange adjustments (478) (113) (340) (16) (8) (955)
Balance at 28 February 13,941 2,327 7,252 302 6,168 29,990
2011
Amortisation and
impairment losses
Balance at 1 March 2010 - 372 447 30 930 1,779
Exchange adjustment - (30) @2n 2) - (53)
Amortisation for the year - 275 998 37 222 1,532
Balance at 28 February - 617 1,424 65 1,152 3,258
2011
Carrying amounts 13,941 1,710 5,828 237 5,016 26,732
At 28 February 2011
Goodwill  Customer Acquired Brand Internally Total
hists Software name developed
software
£°000 £°000 £000 £000 £000 £000
Cost
Balance at 1 March 2009 6,654 2,111 1,339 175 1,390 11,669
Development costs - - - - 1,311 1,311
Addrtions - - 12 - - 12
Deferred consideration 1,480 - - - - 1.480
Acquistition through
business combinations 3312 52 6,052 130 - 9,546
Exchange adjustments (19) (124) 187 %) - 39
Balance at 28 February
2010 11,427 2,039 7,590 300 2,701 24,057
Amortisation and
impairment losses
Balance at 1 March 2009 - 122 119 10 905 1,156
Exchange adjustment - 3 1 - - 4
Amortisation for the year - 247 327 20 25 619
Balance at 28 February
2010 - 372 447 30 930 1.779
Carrying amounts
At 1 March 2009 6,654 1,989 1,220 165 485 10,513
At 28 February 2010 11,427 1,667 7,143 270 1,771 22,278

60



First Derivatives plc
!
Notes (continued)
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f
17 Intaﬁglble assets (continued)

The basns by which amortisation 1s calculated 1s stated in note I Amortisation 1s recognised n
adml?lstrat1011 expenses ;

Included within goodwill under acquisitions through business combinations 1s £170k n respect of the
fi nahsatlon of the fair value of assets and labilities acquired on the acquisition of the trade and assets of
Cognotec Holdings Limited

(
lncluded within development costs 1s £3,475k (2010 £938k) of capitalised employees costs for the year
(see note 8) Developed software includes £2.913k (2010 £1,055k) of software under development at
28 Tebruary 2011

The amortisation charge 1s 1ecognised within the following line 1n the income statement
f
-

! 2011 2010
| £000 . £000
Adm;mstl ation expenses 1,532 619

!
Imparment testing of goodwill

The giroup tests goodwill annually for impannment on 28 February, or more frequently 1f theie are
indications that goodwill might be impaired For the purposes of impairment testing, goodwill 1s
allocz{ted to divisions which represent the lowest level within the group at which goodwill 1s monitored,
wh]ch 1s not higher than the statutory entity level summary A statutory entity level summary of the
good\{wll 1s presented below

) 2011 2010
f £000 £000
Subs1|dzar1es
Mark?t Resource Partners LLC 9,329 7.785
Reference Data Factory LLC 2,527 2.348
Lepton Pty Limited 1,386 1,294
First Derivatives (Ireland) Limited 170 -
LakeFtont Data Ventwes Inc : 529 -
| 13,941 11,427
Assoqzate
Kx Systems Inc (included in note 18) ~ 3,933 4,166
3,933 4,166
The recoverable amount of each cash generating untt (CGU) has been determined based on a value-n-

use (\I/IU) calculation using cash flows dertved from financial projections over a fifteen year period,
with cash flows thereafter calculated using a terminal value methodology A growth rate of 2% (2010
2%) IS assumed The pre-tax discount rates applied to cash flow projections of the CGUs was 15%
(2010 15%)



First Derivatives plc

Notes (continued)
17 Intangible assets (continued)

Projected cash flows are most sensitive to assumptions regarding future profitability and working capital
mnvestment The values apphed to these key assumptions are derived from a combination of external
and internal factors, based on past experience together with management’s future expectations about
business performance

Discount rates reflect the current market assessment of the risk specific to each CGU The discount rate
was estimated based on past experience and industry average weighted average cost of capital adjusted
to reflect the market assessment of risks specific to each CGU for which the cash flow projections have
not been adjusted

There was no impairment charge for the year ended 28 February 2011 (2010 Nil) For the purposes of
performing sensitivity analysis, a discount rate of 15% and a terminal value of 2% were applied to the
cashflow forecasts Applying these assumptions did not indicate any impairment

A change n the assumption to ncrease the discount rate by 0 5% or separately to reduce the terminal
growth by 0 5% would not result in any indication of impairment

Internally
Company developed
software
£000
Cost
Balance at 1 March 2010 2,584
Development cost 1,638
Balance at 28 February 2011 4,222
Amortisation and impairment losses
Balance at 1 March 2010 929
Amortisation for the year 110
Balance at 28 February 2011 1,039
Carrying amounts
At 28 February 2011 3,183
Cost
Balance at 1 March 2009 1,390
Development cost 1,194
Balance at 28 February 2010 2,584
Amortisation and impairment losses
Balance at 1 March 2009 905
Amortisation for the year 24
Balance at 28 February 2010 929
Carrying amounts
At 1 March 2009 485
At 28 February 2010 1,655

Included within development costs 1s £1,638k (2010 £938k) of capitalised employees costs for the year
Developed software includes £2,442k (2010 £804k) of software under development at 28 February
2011

62



First I?erivatives plc

: i
Notes (continued)
| g e
18 Investment in subsidiaries and associate

The group and company has the following investments n subsidiaries

} . 1

‘ Country of Class of Ownership
incorporation  share held 2011 2010

Group
Malk'et Resource Partners LLC United States Ordinary 100% 100%
First Derlvatlves Holdings Pty Limited Australia - Ordinary 100% 100%
First Derivatives Pty Limited Australia Ordmary 100% 100%
First Derivatives (Ireland) Limited Ireland Ordinary 100% 100%
Reference Data Factory LLC United States Ordinary 100% 100%
First bel vatives Holdings Inc United States - Ordiary 100% .100%
First Derlvatlves US Inc ' United States Ordimary 100% 100%
First Penvatlves No I Inc United States Ordinary 100% 100%
LakeFront Data Ventures Inc Canada Ordinary 100% -
Market Resource Partners NI Limited N Ireland Ordinary 100% -

I

| Country of Class of Ownership

i mcorporation  share held 2011 2010
Company ,
Mai k'et Resource Partners LLC United States Otdimnary 100% 100%
First Del ivatives Holdings Pty Limited Austraha Ordinary 100% 100%
(formel ly Lepton Pty Limited)
Fust Derlvatlves (lieland) Limited Ireland Ordinary 100% 100%
(f01mel ly Elvant Limited)
Fust Denvatwes Holdmngs Inc United States Ordinary 100% 100%
Fust Del vatives No 1 Inc United States Ordmnary 100% 100%
LakeFront Data Ventures Inc Canada Ordimnary 100% -
Markllet Resource Partners NI Limited N Ireland Ordinary 100% -

Fust Dervatives Holdings Pty Limited holds 100% of the ordinary shares of First Derivatives Pty
Limited Fust Derivatives Holdings Inc holds 100% of the ordinary shares of Reference Data Factory
LLc and First Derivatives US Inc  Market Resource Partners NI Limited was incorporated during the
yeal E

; .

| Company

] . 2011 2010

, £000 « £000

Unlisted investments in subsidiaries at cost

At | March 2010 11,652 9,153
Additions 836 1,366
Increése of contingent deferred consideration 1,981 1,480
Additional expenses from previous acquisitions 11 10
Foreign exchange movement m contingent deferred consideration (263) 357)
At 28 February 2011 o ' 14,217 11.652




First Derivatives plc

Notes (continued)

18 Investment in subsidiaries and associate (continued)

The increase 1n contingent deferred consideration arises from a revaluation of contingent deferred
consideration 1n line with increased performance of the subsidiary as per the terms of the relevant sale
and purchase agreement

Associate

The group’s and company’s share of profit in associates for the year was £841k (2010 £54k) The
associate 1s not pubhcally listed and consequently does not have a pubhished share price  During the
year, the group received dividends of £654k (2010 £mil) from its associate Summary financial
information for the year to 28 February 2011 for the associate for total assets, total habilities, revenue
and net profit was £10.404k, £6,083k, £11,375k and £5,776k respectively

The group and company has the following investment in an associate

Country of Class of Ownership
mcorporation  share held 2011 2010

Group and Company
Kx Systems Inc United States Ordinary 22% 22%
Group

£000
At 1 March 2010 7,710
Dividends recerved (654)
Share of associate profit 841
Exchange adjustment (450)
At 28 February 2011 7,447

£000
At 1 March 2009 -
Share of net assets and liabilities acquired 3,287
Goodwill on step acquisition 3,909
Share of associate profit 54
Exchange adjustment 460
At 28 February 2010 7,710
Company

£000
At 1 March 2009 -
Transfer from available for sale asset 1,737
Additions 5,459
At 28 February 2010 and 2011 7,196

Goodwill arising on the step acquisition was tested for impairment, see note 17
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Notes (continued)

19

20

Other financial assets

Available for sale assets

i» Group Company
£000 £000

Unlisted equity investments

Atl March 2010 and 28 February” -

2011, ' : - . -
Group : Company
£000 £000

Unlisted equuty investments
At March 2009 1,872 1,872
Fair Yalue movement (135) (135)
Transfer to investment in associate (note 18) (1,737) . (1.737)

. At28 February 2010 . - -

}

i
On 1 Mal ch 2009, Fust Derivatives held a 5% mvestment in Kx Systems On 19 October 2009 First
Dervatives plc acquued a further 15% stake i Kx Systems and a further 2% on 30 Novembei 2009
From: 19 October 2009. the investment in Kx Systems was accounted for as an associate (See note 18)

The fan value of unhisted equity investments was estimated by reference to the undeilying results and
balance sheet position of the relevant company and by refetence to the valuation of listed entities in
similar industries

I
P

|

Trade and other receivables

Non current assets

Group Company
2011 2010 2011 2010
£000 £°000 £°000 £°000
Recervables from subsidiaries - - 1,919 -
. - - 1,919 -

The repayment terms of the loan has been agreed as falling due after more than one year
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Notes (continued)

20 Trade and other receivables (continued)

Current assets

Group Company
2011 2010 2011 2010
£000 £000 £000 £000
Trade receivables 8,021 5,888 4,698 4,404
Recervables from associates 454 95 454 95
Recervables from subsidiaries - - 5,995 5,226
Sundry recervables 942 165 1 -
Prepayments 718 913 643 660
Grant income receivable 2,428 2,664 2,428 2,664
12,563 9,725 14,219 13,049

At 28 February 2011 group and company trade recetvables are shown net of an allowance for doubtful
debts of £440k and £350k respectively (2010 group £176k, company £150k) arising from on-going
mvoice disputes and the risk of companies becoming msolvent The impairment loss recognised n the
year was £381k (2010 £52k) for group and £211k (2010 £12k) for the company The group’s and
company’s exposure to credit and currency risks and imparrment losses related to trade and other
receivables 1s disclosed 1n note 39

21 Cash and cash equivalents

Group Company
2011 2010 2011 2010
£000 £000 £000 £000
Bank balances 3,501 1,711 2,956 860

See note 39 for discussion of terest rate risk and sensitivity analysis

22 Share capital

Ordinary shares
2011 2010
On 1ssue at 1 March 14,420,726 13,734,468
Issued for cash 1,150,000 -
Exercise of share options 270,625 56,000
Issued n business combination 82,602 630,258
On issue at 28 February — fully paid 15,923,953 14,420,726
2011 2010
Number £°000 Number £°000
Equuty shares
Issued, allotted and fully paid
Ordinary shares of £0 005 each 15,923,953 80 14,420,726 72
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!

22 Share capital (continued)
t
The holdets of ordinary shares are entitled to receive dividends as declared from time to time and are

entrtled to one vote pet share at meetings of the company
f

Shdr{as mcreased in the year due to the exercise of 270,625 shaie options (2010 56,000) for £329k
(2010 £47k) together with an associated transfer from the share option reserve of £118k (2010 £18k),
the 1ssue of 82,602 shares (2010 109,556) at £251k (2010 £300k) purchase consideration for
subS|:dla1 1es, the 1ssue of nil shares (2010 520,702) as £n1l (2010 £1,271k) puichase consideration for
the associate and the 1ssue of 1,150,000 (2010 nil) shares for cash of £3,250k (2010 i)

23 Shalr}e premium account

| Group Company
2011 2010 2011 2010
' £000 £000 £°000 £000
Opel}mg balance 3,906 2,274 3,906 2,274
Premium on shaies 1ssued 3,940 1,632 3,940 1,632
Closing balance | 7846 3.906 7,846 3,906
24 Sha ré option reserve
| Group Company
2011 2010 2011 2010
E £000 £000 £000 £000
Opeﬁmg balance 983 430 983 430
Fan value of shaie based
payments cost (note 41) 538 . 333 538 333
Options exercised in the period (118) (18) (118) (18)
Effect of share option foifeits 49) (25) (49) (25)
Deferred tax on share based payments 1,030 263 1,030 263
Closing balance 2,384 983 2,384 083

|

The share option 1eserve comprises the charge for unexercised share options granted to employees and
includes share options granted in consideration for the acquisition of business combrnations net of
defet 1;ed tax assets relating to the tax deduction receivable when the options are exeicised

f

|
f
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Notes (continued)

25 Farr value reserve

Group Company
2011 2010 2011 2010
£000 £000 £°000 £000
Opening balance - 223 126 223
Fair value movement, net deferred
tax - o7 - (97)
Transfer on acquisition of associate - (126) - -
Closing balance - - 126 126

The fair value reserve includes the cumulative net change n the fair value of avatilable-for-sale financial
assets until the investment 1s derecognised or impaired The amount 1s retained 1n the company as the
original mvestment 1s included 1n the costs of the associate 1n note 18

26 Revaluation reserve

Group
2011 2010
£°000 £000
Opening balance 174 -
Revaluation of net identifiable assets and liabihties arising on step
acquisition - 174
Closing balance 174 174

The revaluation reserve relates to the revaluation of available for sale assets prior to its reclassification
as an associate

27 Currency translation adjustment reserve

Group

2011 2010

£°000 £000

Opening balance 694 244
Net (loss) / gain on net investment 1n foreign subsidiaries (641) 179
Net (loss) / gain on net investment 1n associate (450) 460
Net gain on hedge of net investment 1n foreign subsidiaries 351 8
Net gain / (loss) on hedge of investment 1n associate 243 (197)
Closing balance 197 694

The translation reserve comprises all foreign exchange differences arising from the translation of the
financial statements of foreign operations and intercompany loans that are determined to form part of the
net investment, as well as from the translation of liabilities that hedge the group’s net investment in a
foreign subsidiary
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28 Interest bearing borrowings
a

t Group Company
2011 2010 2011 2010
* £°000 £°000 £°000 £°000
i
Current habilities
Secu:red bank loans 1,098 4,510 1,098 4510
Finance leases B 26 64 - -
1 1,124 4,574 1,098 4.510
Non-icurrent liabthities
Secured bank loans 21,585 17,721 21,585 17.721
Less' Caprtal airangement fee (41) (46) (41) (46)
Finance leases - 28 - -
21,544 17,703 21,544 17,675

i

Terms and debt repayment schedule

f
¢

The group had the following loan facilities with Bank of Ireland at the end of the year

. £11,000,000 mult: currency loan (Facility A)
| £8.000.000 mult: currency loan (Facility B)
£1,500.000 sterling loan (Facility C)

. $3,700,000 US dollar loan (Loan A)

!
The terms and conditions of outstanding loans were as follows

' 28 February 2011 28 February 2010
Currency Nominal Year of Face  Carrymg Face Carrving
t mterest rate  maturrty value amount value amount
X £000 £000 £000 £000
Tactlity A uso 2 25%+LIBOR* 2016 10935 10 894
Facility B GBP 2 25%+LIBOR* 2016 7909 7909
Facility C GBP 3 00%+ LIBOR* 2013 1500 1 500 - -
Faml@v A GBP 1 75%+LIBOR 2013 - - 8312 8,300
Facihtv A usD 1 75%+LIBOR 2013 - - 6,908 6.896
Facility B GBP 1 75%+ LIBOR 2013 - - 499 488
Facihtv B UsSD 1 75%+ LIBOR 2013 - - 4078 4067
Loan A USD 3%+ LIBOR 2016 2298 2,298 2434 2434
l“man:ce Leasc ushD 11% 2012 r 26 26 92 92
Total interest-bearing 22,668 22,627 22323 22,277

i
borrowings
t

*In lespect of these loans, the nominal interest rate varies as the group meets financial targets and
the se have been assessed as being closely linked to the underlying contract with a mmmum rate

avatiable of 1 50%+LIBOR

The bank loans are secured over property, plant and equipment with a carrying amount of £17.725k
(2010 £17,653k) All outstanding loans have nterest chaiged at 2 25% or 3% (2010 1 75% or 3%)

above the LIBOR

| o
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Notes (continued)

28 Interest bearing borrowings (continued)

Finance lease habihities

Finance lease liabilities are payable as follows

Group

Future Future
minimum Interest Principal minimum Interest Principal
lease 2011 2011 lease 2010 2010

payments payments

2011 2010
£'000 £000 £000 £000 £000 £000
Less than one year 28 2 26 71 7 64

Between one and

five years - - 29 1 28
28 2 26 100 8 92

The finance leases are secured over the leased equipment
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First Derivatives plc

Notes (continued)

30 Colantmgent deferred consideration

i
C(Tntmgent deferied consideration liabilities are payable as follows
l . Group Company
| 2011 2010 2011 2010
\ £°000 £000 £°000 £000

At I March ' 7,542 5,594 5,298 5.594
Addltlons - 2,809 - 711
lnc1 ease n contingent deferred consideration 2,302 1.480 1,981 1,480
Florelgn exchange movement in contingent deferred
CO“SldeI'a'[IOI‘I (241) 211) (263) (357
Settled 1n year — cash . (1,795) (1.993) (1,550) (1,993)
. Settled 1n year — share option charge (198) (137) (198) (137)
At 28 February 7,610 7,542 5,268 5,298

T he payment of contingent deferred consideration was paid 1n cash together with a share option charge 1n
lespect of share options 1ssued as part of purchase consideration The increase in contingent deferred
COnSIdel ation arises from a revaluation of contingent deferied consideration in hne with increased
pelformance of the subsidiary as per the terms of the relevant sale and purchase agreement As at 28
Febluary 2011 the maximum total amount payable under the terms of the sale and purchase agreements 1s
f 9l557k and the minimum total amount payable 1s £5,268k

| : Group Company
' 2011 2010 2011 2010
£°000 £000 £000 ;E’OOQ
Lfess than one yeai 5,617 5,147 5,268 4.974
Between one and five years 1,993 2,395 - 324
7,610 7.542 5,268 5,298

~

T he amount of contigent deferred consideration 1s variable depending on the future performance of the
relevant subsidiary £5.381k (2010 £5,497k) of the group contingent deferied consideration 1s payable in
cash, £2,068k (2010 £1,686k) payable n a variable number of shares and £161k (2010 £359k)
unamortised share option charge
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31 Trade and other payables

32

Current habilities

Trade payables
Other payables
Accruals

Deferred income mcluding

government grants

Payables to subsidiaries

Non current habilities

Deferred income
government grants

Group Company
2011 2010 2011 2010
£000 £000 £000 £000
1,195 894 667 599
2,210 2,124 1,766 1,710
662 707 598 304
3,888 4,594 1,771 2,544
- - 235 123
7,955 8,319 5,037 5,280

Group Company
2011 2010 2011 2010
£°000 £000 £°000 £000
2,034 977 1,570 977

The group and company’s exposure to currency and liquidity risk related to trade and other payables 1s

disclosed n note 39

The group has claimed three government grants to date as follows
e Grant amounting to £2,698k, conditional on recruitment of additional staff The grant 1s recognised
as deferred income as additional staff are recruited and 1s being amortised over the pertod of the

grant

e  Grant amounting to £468k, conditional on the provision of staff training It 1s recognised as other

income as training 1s provided

e  Grant amounting to £1,339k, conditional upon research and development expenditure This 1s
recognised as deferred mcome as expenditure 1s incurred and 1s being amortised over the useful life

of the generated intangible

Current tax payable

Current tax payable

Group
2011 2010
£000 £000
1,176 1,417

Company
2011 2010
£°000 £000
1,489 1,345
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1
33 Provisions

|
Atl’ I March 2010
Payments

4

i
Atll March 2009
Onerous contracts arising on acquisition of subsidiary

* Payments

At28 Februay 201 [

At'28 February 2010

Group
£000

645
(301)

344

683
(38)

645

Onjacquisttion of trade and assets of Cognotec Holdings Ltd in the prior year certain contracts were

tdentified that were deemed to be onerous in nature due to the requirement to deliver services for no
additional mcome Ths related to a prepayment made by a third party prior to the groups’ purchase of

the trade and assets of the business

The contiacted service to be delivered for this payment had not been delivered at the time of the
aeqmsmon The group has an obligation to refund the prepayment and has subsequently commenced

repgyment of this amount during the year

34 Capital and other commitments

There was no capital o1 other commitments at the current or prior year end

35 Leasing commitments

Non-cancellable operating lease rentals are payable as follows

. Group Company
- -2011 2010 2011 2010
£000 £000 £000 £000
Les‘s than one year 412 290 140 140
Between one and five years 1,130 874 560 560
Mote than five years 980 1,120 980 1,120
2,522 2,284 1,680 1.820

The group leases four premises under operating lease arrangements

Group

Durmg the year £348k was recognised as an expense n the income statement 1n respect of operating

leases (2010 £280k)

Company

Durmg the year £140k was recognised as an expense m the income statement 1n 1espect of operating

leases (2010 £140k)
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Notes (continued)

36

37

Pension contributions

The group makes contributions to the personal pension schemes of certain employees The pension
charge for the year amounted to £308k (2010 £213k) Contributions amounting to £84k (2010 £46k)
were payable to the schemes at the year end and are included 1n creditors

Related party transactions
Group

Key management personnel compensation
The remuneration of the directors and nights to subscribe for shares as set out m note 12 1s deemed to be
the remuneration of key management personnel

Key management personnel and director transactions

The Group 1s charged rent monthly for the use of apartments located in London owned by Brian Conlon
The charge incurred during the financial year amounted to £53k (2010 £53k) Rent deposits of £26k
(2010 £26k) have been paid to the Brian Conlon 1n respect of these apartments

During the year, until the date of his resignation, the group incurred £200k (2010 £214k) expenditure
with Ishtara Consulting Limited, a company in which P Kinney 1s a director for consulting services The
balance owed to Ishtara at 28 February 2011 1s £40k (2010 £39k)

During the year the group incurred £50k (2010 £ 49k) expenditure with Glenmount Limited, a
consultancy services company in which M O’Neill 1s a director The balance owed to Glenmount at 28
February 2011 1s £10k (2010 £15k)

A 15 year lease was entered into for the rental of office space for the head office in Newry The lessor 1s

Oncon Properties, a partnership owned by B Conlon and M O’Neill £140k (2010 £140k) rental charge
was mcurred in the year The balance owed to Oncon at 28 February 2011 1s £99k (2010 £Nil)

Other related party transactions

Commussion earned Admmistrative expenses

mcurred from
2011 2010 2011 2010

£000 £000 £000 £000
Associate 869 360 303 -
869 360 303 -
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37 Re!ated party transactions (continued)

1 _ Receivables outstanding Payables outstanding
‘ 2011 2010 2011 2010
£000 £000 £000 £000
|
Associate 616 393 - -
|
| S
I 616 393 ] ]
i _
‘t »
(.ompany
i her related party transactions *
\ Revenue Administrative expenses
1 icurred from
2011 2010 2011 2010
] £000 ' £000 £000 £000
[
Substdiaries 485 - 2,892 120
Associate 869 360 303 -
- :
1 1,354 360 3,195 120
Recervables outstanding Payables outstanding
2011 2010 2011 2010
' £000 £000 £000 £000
Sut}>51d1ar|es X . 5,995 5,226 236 123
Associates 616 393 - -
P 6,611 5.619 236 123

Thé above associate recervables balances outstanding for group and company includes a trade receivable
balanée of £454k (2010 £95k) and a prepayment of £162k (2010 £298k)

Allloutstanding trade 1eceivable balances with the associate are on an arms length basis and are due to be
s:,ttled in cash within six months of the reporting date The balances aie not secured The group has a
perpetual OEM agreement for the kbd+ software In addition, the group has a sales partner agreement to
regulate circumstances where 1t may assist the associate on the sale of 1ts products

During the year development costs of £677k (2010 £198k) were recharged from a subsidiary to the
company

Interest 1s charged on inter-company loans at market rates
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38

39

Ultimate controlling party

There 1s no one party who 1s the ultimate controlling party of the group

Financial instruments
Fair values

Group

The fair values of financial assets and liabilities, together with the carrying amounts shown 1n the balance

sheet, are as follows

2011

Trade and other receivables
Cash and cash equivalents
Secured bank loans
Finance leases

Trade, accruals and other
payables

Employee benefits
Contingent deferred
consideration

Provisions

2010

Trade and other receivables
Cash and cash equivalents
Secured bank loans
Finance leases

Trade, accruals and other
payables

Employee benefits
Contingent deferred
consideration

Provisions

Loans and Liabilities at Carrying Fair

recervables amortised amount value
cost

£°000 £°000 £000 £°000

11,845 - 11.845 11,845

3,501 - 3,501 3,501

- (22,683) (22,642) (22,642)

- (26) (26) (26)

- (4,067) (4,067) (4,067)

- (2,401) (2,401) (2,401)

- (7,610) (7,610) (7,610)

- (344) (344) (344)

Loans and Liabilities at Carrying Fair

receivables amortised amount value
cost

£000 £°000 £°000 £°000

8,812 - 8,812 8,812

1,711 - 1,711 1,711

- (22.231) (22,185) (21,099)

- (92) 92) (89)

- (3,725) (3,725) (3,725)

- (1,714) (1,714) (1,714)

- (7,542) (7,542) (7,542)

- (645) (645) (645)
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39 Fnanacal istruments (continued)
i
Company
The; fau values of financial assets and liabilities. together with the car1ying amounts shown in the balance
sheet, are as follows

201}1

il Loans and Liabilities at Carrymmg Fair value
‘ receivables amortised amount
\ cost £000
’ £000 £000 £000
Tiade and other receivables 15.495 - 15,495 15,495
Cash and cash equivalents 2,956 - 2,956 2,956
S:ecuned bank loans - (22.683) (22,642) (22,642)
Tt ade. accruals and other - (3.266) (3,266) (3,266)
payables
Employee benefits . (2,121) 2,121)  (2.121)
Contingent deferred - (5,268) (5.268) (5,268)
ccenmderahon
I
i
2010
; Loans and Liabilities at Carryimng Fair value
| receivables amortised amount
i cost £000
' £000 £000 £000
T!rade and other 1ecervables 12,389 - 12.389 12,389
Cash and cash equivalents 860 - 860 860
Sécured bank loans - (22,231) (22,185) (21.099)
Ti{'ade, accruals and othet - (2,736) (2,736) (2,736)
pz}yables
Employee benefits - (1,530) (1.530) (1,530)
Ci)ntmgent defetied - (5.298) (5,298) (5,298)

consideration

|
1
|
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39 Financial instruments (continued)

Exposure to credit risk

The carryig amount of financial assets represents the maximum credit exposure The maximum
exposure to credit risk at the reporting date was

Group Company
Carrymg amount Carrying amount
2011 2010 2011 2010
£000 £000 £000 £000
Trade and other receivables 11,845 8,812 15,495 12,389
Cash and cash equivalents 3,501 1,711 2,956 860
15,346 10,523 18,451 13,249

All financial assets which are subject to credit risk are held at amortised cost

The maximum exposure to credit risk for loans and recervables at the reporting date by geographical

region was

Group Company
2011 2010 2011 2010
£°000 £000 £000 £000
Europe 1,063 626 5,688 3,384
America 4,061 2,127 3,415 2,981
United Kingdom 6,211 5,981 6,334 5,981
Australasia 510 78 58 43
11,845 8,812 15,495 12,389

The maximum exposure to credit risk for loans and receivables at the reporting date by type of
counterparty was

Group Company
2011 2010 2011 2010
£000 £000 £°000 £000
End-user customer 8,566 5,984 5,152 4,740
Other 3,279 2,828 10,343 7,649
11,845 8,812 15,495 12,389

The group’s most significant customer 1s an investment bank which accounts for £3,262k of the trade and
other receivables carrying amount at 28 February 2011 (2010 £2,958k) No other customers had
recetvable balances 1n excess of 10% of the group’s total balance at the year end In addition, £2,428k
(2010 £2,664k) 1s recervable from Invest Northern Ireland m respect of grants receivable
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39 ]E‘u{ancml mstruments (continued)
|
Impairment losses

T

Th}e ageng of trade 1eceivables at the reporting date was

Group Gross Impairment Gross Impairment

{ 2011 2011 2010 2010

, £000 £000 £°000 £000
Not past due 3,402 - 2.697 -
Past due 0-30 days 3,357 - 2,549 -
Past due 31-120 days 215 - 642 24
Past due 120 days + 1,487 440 176 152
Total 8,461 440 6.064 176
Company Gross Impairment Gross Impairment

| - - 2011 2011 2010 2010

f £000 £000 £000 £000
Not past due 2,202 - 1,745 -
Past due 0-30 days 2,409 - 2,451 -
Past due 31-120 days 69 - 232 24
Past due 120 days + 368 350 126 126
Total 5,048 350 4,554 150

]

Thvla movement 1n the specific allowance for impairment 1n respect of trade recetvables during the year
was as follows

f Group Company

] 2011 2010 2011 2010

! £000 £000 £7000 £000
Balance at 1 March 176 382 150 350
]mf:;aument loss recognised 381 52 211 12
Wiitten off 117y (258) D (212)
Balance at end of period 440 176 350 150

A spec1ﬁc impanment loss was incurred during the year with regard to concerns over the recoverability of
debt‘ relating to four customers (2010 three customers) mainly due to the economic circumstances of the
customers The group and company believe that the unimpaned amounts that are past due by more than
30 days aie still collectible, based on histolic payment behaviours

The'above allowance for impairment for the group includes a collective based provision of £82k (2010
nil) | The allowance for impairment for the company 1s entirely specific
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39 Financial instruments (continued)

Liqudity risk

Group

The following are contractual maturities of financial liabilities, including estimated interest payments

28 February 2011

Carrying Contractual 6 mths 2-5years  More than
amount  cash flows or less 5 years
£000 £000 £000 £000 £000
Secured bank loans (22.642) (27.012) (1.120) (21.609) -
Finance leases (26) (28) (28) - -
Trade and other payables (4.067) (4,067) (4,067) - -
Deferred Consideration (5.381) (5,483) (3,104) - -
Other Provision (344) (344) (50) (144)
(32,460) (36.934) (8,369) (21.753) -
28 February 2010
Carrying Contractual 6 mths 2-5years  More than
amount  cash flows or less S years
£000 £000 £000 £000 £000
Secured bank loans (22,185) (24.421) (3.666) (17.181) -
Finance leases (92) (100) (36) - -
Trade and other payables (3,725) (3.725) (3.725) - -
Deferred Consideration (5,497) (5.646) (118) (1.304) -
Other Provision (645) (645) - - -
(32.144) (34,537) (7.545) (18.485) -
The above contracted cash flows include interest on secured bank loans the terms of which are set out in
note 28
Company
The following are contractual maturities of financial liabilities. including estimated interest payments
28 February 2011
Carrymng Contractual 6 mths 2-5years  More than
amount  cash flows or less S years
£000 £000 £000 £000 £'000
Secured bank loans (22,642) (27 012) (1.120) (21.609) -
Trade and other payables (3,266) (3,266) (3.266) - -
Deferred Consideration (3,039) (3.039) (2.929) - -
(28.947) (33.317) (7.315) (21 609) -
28 February 2010 Carrymng Contractual 6 mths 2-Syears More than
amount  cash flows or less 5 years
£°000 £000 £000 £000 £000
Secured bank loans (22.185) (24,421) (3,666) (17,181) -
Trade and other payables (2.736) (2,736) (2.736) - -
Deferred Consideration (3.524) (3,579) (118) - -
(28.445) (30.736) (6,520) (17,181) -

The above contracted cash flows include interest on secured bank loans the terms of which are set out in

note 28

It 1s not expected that the cash flows included in the maturity analysis could occur significantly earlier, or
at significantly different amounts
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39 Financial instruments (continued)

Currency risk

Gr?up
The group’s exposure to currency risk was as follows

]

! 28 February 2011 28 February 2010

[ CAD Euro -USD CAD Euro usD

i £000’s £°000 £000 £000’s £000 £000
Trade teceivables 171 627 2,901 425 27 1,729
Sectred bank loans - - (3,182) - - (2,789)
Trade payables - - (65) - - (280)
Gross balance sheet 171 627 (346) 425 27 (1,340)

exposure

The secured bank loan above excludes bank loans designated in a net mvestment hedge of £10.036k

(2010 £10,631k)

lenpany
The{ company’s exposure to currency risk was as follows

|

’ 28 February 2011 28 February 2010
CAD Euro USDb CAD Euro USD
£000’s £000 £000 £000°s £000 £000
Tra(’ie receivables 171 46 1,805 425 27 929
Secuied bank loans - - (3,182) - - (2,789)
Trade payables - - 41) - - (34)
GleSS balance sheet 171 46 (1,418) 425 27, (1,894)
exposure
The‘ following significant exchange rates apphied during the year |
| S -
Average rate Reporting date
spot rate
} 2011 2010 2011 2010
USI$ 1 155 159 161 152
EUR 1 117 114 117 112
CAD 1 158 177 157 160
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Sensitvity analysis

A 10% strengthening of Sterling against the above currencies at the end of the period would decrease
group equity and profit or loss by approximately £45k (2010 £78k) A 10% weakening of Sterling
against the above currencies at the end of the period would increase group equity and profit or loss by
approximately £45k (2010 £78k) This analysis assumes that all other variables, in particular interest

rates, remain constant

At the reporting date the interest profile of the group’s and company’s interest bearing financial

Instruments was

Group Company
2011 2010 2011 2010
£°000 £°000 £°000 £°000
Variable rate instruments
- Fimnancial assets - - - -
- Financial habilities (22,683) (22,231) (22,683) (22,231)
(22,683) (22,231) (22,683) (22,231)
Fixed rate mstruments
- Financial assets - - - .
- Fmancial habilities (26) (92) (26) (92)
(26) (92) (26) (92)

A 10% reduction in interest rates at the end of the period would increase group equity and profit and loss
by approximately £124k (2010 £124k) A 10% mcrease in interest rates at the end of the period would
decrease group equity and profit or loss by approximately £119k (2010 £104k) This analysis assumes

that all other variables remain constant

40 Employee benefits

Group Company
2011 2010 2011 2010
£000 £000 £000 £000
Accrued holiday pay 654 438 527 351
Employee taxes 1,747 1,276 1,594 1,179
2,401 1,714 2,121 1,530
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41 Share based payments

Options have been granted as set out below under the group’s two share option schemes which are open
to all dnectors and employees of the group The key terms of all options issued are consistent. with all
options subject to the completion of one, two, three and four years of service as set by the group prior to
the 1grant of the option, with the exception of options 1ssued as purchase consideration which include
conditions relating to performance As the options vest at annual intervals over a three year period, they
are deemed to consist of three separate options for valuation purposes Vested options are exercisable
folllowmg the satisfaction of the service criteria for a period not exceeding 10 years from the date of
grant It 1s noted that share options which pre-date the scope of IFRS 2 Share Based Payment, are not
accounted for under this standard

The number and weighted average exercise prices of share options have been analysed into three exercise
ptice ranges as follows

Weighted Weighted
average Number average Numbei
’ exercise price of options  exercise piice of options
2011 2011 2010 2010
Maxunum options outstanding at
begmnmg of period 1.28 2,076,000 114 914,000
Lapsed during the period . 141 (45,500) 126 (51,000)
Exe'rc:lsed during the peiiod 1.03 (240,125) 0 86 (56.000)
G]alllted during the period - - 136 1,269,000
Max1mum options outstanding at
end IOf period 1.31 1,790,375 128 2,076,000
Exercisable at end of period 1.24 780,000 117 907,000

The,options outstanding at 28 February 2011 above have an exercise price in the range of £0 51 to £1 785
(2010 £0 510to £1 785) and a weighted average contractual life of 6 7 years (2010 6 4 years)

i Weighted Weighted
| average Number avelage Number
exercise price of options  exercise price of options
2011 2011 2010 2010
Maximum options outstanding at
. begmmng of period 27 676,000 267 315,000
Lapsed during the period 253 (69,500) 267 (39,000)
Exe:rmsed during the period 2.67 (30,500) - -
Glalimted during the period 227 511,000 274 400,000
Maximum options outstanding at
end of pettod 2.51 1,087,000 271 676,000
Exefcisable at end of period 2.67 200,000 267 184,000

Theloptions outstanding at 28 February 2011 above have an exercise price in the range of £2 270 to
£2 735 (2010 £2 670 to £2 735) and a weighted average contractual life of 8 1 years (2010 7 2 years)

85



First Derivatives plc

Notes (continued)

41 Share based payment (continued)

Weighted Weighted
average Number average Number
exercise price of options  exercise price of options
2011 2011 2010 2010
Maximum options outstanding at
beginning of period - - - -
Lapsed during the period - - - -
Exercised during the period - - - -
Granted durmg the period 4.15 350,000 - -
Maximum options outstanding at
end of period 4.15 350,000 - -

Exercisable at end of period - - - -

The options outstanding at 28 February 2011 above have an exercise price of £4 150 and a weighted
average contractual life of 9 years

The weighted average share price at the date of exercise for share options exercised for the year ending
28 February 2011 was £3 310 per share (2010 £1 950)

The fair value of services received m return for share options granted s based on the fair value of share
options granted, measured using an adjusted Black Scholes model. with the following inputs

Employees and directors

Grant of options on 21 November 2010

2011
Fair value of share options and assumptions
Fair value at grant date 1.52
Share price at grant date 4.15
Exercise price 4.15
Number of options 350,000
Expected volatility (weighted average volatility) 40%
Option hife (expected weighted average life) 4 years
Expected dividends 0%
Risk-free interest rate (based on government bonds) 4%
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41 Shdre based payments (continued)

Gert of options on 03 March 2010

| 2011
Fair value of share options and assumptions
F ail value at grant date 083
Share price at grant date 227
Exercnse price 2.27
l\umber of options 511,000
Expected volatility (weighted average volatility) 40%
Optlon life (expected weighted average life) 4 years
Expected dividends 0%
Risk-free interest rate (based on government bonds) 4%
Grant of options on 31 July 2009
Fair value of share options and assumptions 2010
Falr value at giant date 065
Share price at grant date . o 1765
Exe'rcnse price 1765
Number of options 175.000
Expected volatility (weighted average volatility) 40%
Optlon life (expected weighted average life) 4 years
Expected dividends 0%
Risk-fiee interest rate (based on government bonds) 4%
G‘rrz;mt of options on 21 July 2009

|
Fair value of share options and assumptions 2010
Falr value at grant date 066
Shale price at giant date 1785
Exe1c1se price 1785
Numbe1 of options 40,000
Expected volatility (weighted average volatility) 40%
Optlon life (expected weighted average life) 4 years
Expected dividends 0%
Risk-free mterest rate (based on government bonds) 4%
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Grant of options on 03 March 2009

Fair value of share options and assumptions 2010
Fair value at grant date 044
Share price at grant date 121
Exercise price 121
Number of options 654,000
Expected volatility (weighted average volatility) 40%
Option life (expected weighted average life) 4 years
Expected dividends 0%
Risk-free interest rate (based on government bonds) 4%

Business Combinations

Grant of options on 26 October 2009

Fair value of share options and assumptions 2010
Fair value at grant date 078
Share price at grant date 2735
Exercise price 2735
Number of options 400,000
Expected volatility (weighted average volatility) 40%
Option life (expected weighted average life) 2 75 years
Expected dividends 0%
Risk-free interest rate (based on government bonds) 4%

Grant of options on 1 April 2009

Fair value of share options and assumptions 2010
Fair value at grant date 042
Share price 1389
Exercise price 1389
Number of options 400,000
Expected volatility (weighted average volatility) 40%
Option life (expected weighted average life) 2 75 years
Expected dividends 0%
Risk-free interest rate (based on government bonds) 4%

The adjustments made to the standard Black Scholes model are those required to reflect more clearly the
company’s experience relating to key assumptions
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41 Sh::lre based payment (continued)

?n’lzployee expenses

! 2011 2010
£000 £000
Expense relating to
Share options granted i 2006/07 — equity settled - 18
Shate options granted in 2007/08 — equity settled 7 51
Share options granted in 2009/10 — equuty settled 145 128
Shjare options granted in 2010/11 — equity settled 188 -
Total expense recognised as employee costs 340 197
|
Bu;'smess combinations
Amount relating to
Shate options gianted in 2009/10 — equity settled 198 137
|
5
Total amount recogmised m shaie based payment reserve 538 333

42 Post balance sheet events
'
Subsequent to the year end, the company 1ssued 450.914 ordinary shares i part payment of contingent
deferied consideration

43 Contingencies

t
!
)

Government grants
A portion of grants may become repayable should the conditions of offer cease to be met The repayment
of the employment grant 1s contingent on the maimtenance of employment levels to May 2014

}
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Walbrook Public Relations
4 Lombard Street,

London

EC3V 9HD

Telephone +44 (0)20 7933 8780
Email info@walbrookpr com
Website www walbrookpr com
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First Derivatives plc
|

Global|directory
UK & Ireland !
Head Office Belfast b
First D-eréwatlves plc Suite B
3 Canal Quay First Floor
Newry | 11-13 Gloucester Street
Co Down Belfast
N Ireland Co Antrim
BT35 6BP N Ireland
Telephone +44 28 3025 2242 BT14LS
Fax +44_r 28 3025 2060
London Dubhn
Fifth Tloor 1st Floor :
9 Devonshne Square Fleming Court 1
London | Flemings Place
EC2M 41\(13 Mespil Road
UK | Dublin 4
i Eire
!
USA & !Canada
New York New Jersey
45 Broadway 14 Vervalen Street
Suite 20%0 Closter
New Yolrk NJ 07624
NY 10006 USA
USA |
Telephone +1 888 290 3525
Philadelpha Toronto
1880 IFK Boulevaid 330 Bay Street
19" Flooy Sutte 820
Ph11adel|5h1a Toronto
PA1 910% Ontario, M5H 2S8
USA f Canada 1
’ !
Asia P’aélfic
Sydney i Adelaide
Suite 713 Rose Park House
1C Buidett Street 30 Kensington Road
Hornsby} Rose Paik
NSW 2076, SA 5067
Australia Australia
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