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d 31 October 2003

Financial and Operating Highlights

» Turnover up 48% to £4.47 million (2002: £3.02 million), in line with expectations
e {ash of £2.65 million as at 31 October 2003 (2002: £2.54 miilion)

» Three consecutive months of profitable trading, consistent with projection

« Loss lower than expected at £0.59 million (2002: loss of £1.48 million)

» Annualised recurring revenue of £2,.25 million (2002: £1.20 million)

= Successful acquisition and integration of Mandoforms

= Raised £1.22 million from new and existing investors

= Strengthened market position by winning both new customers and expanding within local

authorities

« Pipeline opportunities continue to increase both in quantity and quality \




Chairman’s Statement

2 Gatober 2003

The year 2003 represents an important milestone for i-documentsystems group plc (IDOX). The Group has not only met its
targets but, for the first time, has also recorded three consecutive months of profitable trading, consistent with our stated aim of
becoming a profitable and cash generative company. The Board feels that the Group is now close to achieving critical mass in the

Local Government sector, in line with its chosen strategy.

Revenuss, in line with market expectations, have risen 48% from £3.02 million to £4.47 million. As a result of tight cost centrols,
lasses for the full year are lower than expected at £0.58 million (2002; loss of £1.48 million}. The foss for the second half of the

financial year was £0.13 miliion. Cash reserves stand at approximately £2.65 million.

We are particularly pleased that we have increased our recurring revenue from software maintanance, longer term managed
service contracts and information subscriptions. Seme £2.25 million of annualised recurring revenues were achieved by the end
of the year compared with £1.20 million at the end of 2002 and £1.57 million at the interim stage this year. This underpins our

long term growth and will help to improve our quality of earnings.

During the period under review, 1DOX acguired Nettgain Solutions Limited, the oniine forms specialist, trading as Mandoforms.
The acauisition has provided IDOX with market-leading electronic forms technology enabling the Group to offer significantly
enhanced services to existing and potential customers. This acquisition has proved highly successful and is already earnings

enhancing.

We were pleased to welcome Peter Lilley MP to the IDOX Board at the start of the year. His experience of government has given

us breadth of understanding of the markeiplace and is of significant benefit in assisting with our future strategic direction.

ID0OX 15 now successfully positioned as an important provider of software, information and managed services to Local
Government. The Group's offering is unparalleled in the sector and would be exceedingly difficult to replicate. The Group has
increased its portfolio of local authority software implementations to over 100 through both organic growth and the acquisition
of Mandoforms. The overall number of local authority dients exceeds 160 as of today. 1IDOX is now winning an increasing
number of contracts to supply software into multiple departments, even across entire councils and by moving outside its

traditionaf heartland of the Planning department, thus increasing its share of existing customers’ business.

This year's results continue the successful implementation of our strategy as cutiined at the time of our AlM flotation in 2000.
Our adherence to this strategy, coupled with a robust businass pipeline, heralds a solid platform for expansion, both organically

and through acquisitions.

In line with stated policy, earnings for the foreseeable future will be re-invested to finance the growth of the Group’s business.

The Directors do net recommend the payment of a dividend.

The Group has increasingly become known as IDOX, its core product brand as well as its AIM stock symbaol, and accordingiy the
Board intends to recommend to shareholders at the next AGM that the Group change its name to IDOX plc during 2004. In

anticipation of this event, the Group’s web site has become www.igdoxpic.Com.

Finaily, twould like 1o extend my gratitude to cur employees, customers, suppliers and shareholders whose respective
commitments to 1DOX represent an integral aspect of our continued success. The staff at IDOX, in London and Glasgow as
well as those in our recently acquired Manchester office, have all worked hard to maintain the Group's high reputation in the

marketplace and deserve considerable recognition and thanks for their excellent achievements.

~
i/\./vv T
U

John Wishey

£

.

Chairman

5 December 2003




Chief Executive’s Report

131 October 2003

Financial Review

The Group's revenues rose from £3.02 milflion to £4.47 million, a 48% gain, for the year ended 31 October 2003, The Group
reduced its losses from £1.48 million in 2002 to £0.59 million, with the majority of the loss incurred in the first half of the year.
This equates 1o a loss per share of 0.42 pence {2002 loss per share of 1.11 pence}. The gross margin improved to 86% (2002:
78%) for the period. Net cash as at 31 October 2003 amounted to £2.65 million (2002: £2.54 million) following the acquisition of

Mandaforms.

I am delighted to report that, for the last three months of the financial year, the Group has been trading profitably as forecast at

this time {ast year.

Throughout the year, we greatly increased our annualised recurring revenue, giving the Group a solid base of long term contracts
ahwhich to build. Annualised recurring revenues increased from £1.20 million at the end of October 2002 to £1.51 million at the
Raif year, and £2.25 million at year end. While in the first year of a managed service contract we receive less revenue than we
would for an outright sale of the software, we believe that the creation of strong recurring revenue streams will give the Group a

higher guality of earnings and greater visibility in the future,

Market Place and Market Dynamics

One of the key issues facing local authorities is the handling and sourcing of the vast quantities of information they generate
and store, and how they can make best use of this information to improve services to their customers —the public. An increasing
amoLnt of legislation and Government directives in recent years are aimed to help local authorities to:

o store their information in a more structured and accessible format (Records Management)

s share nformation across service areas and also with other authorities and partner organisaticns Joined- Up Government)

u

the puibic access 1o all relevant information {Freedom of Information and Data Protection)

= restructure thelr systems and streamling their processes using technology {e-Government;
= use the experiences of other authorities to improve their own operations (Best Practice, Pathfinder and Beacon counails).

In addition, the Government is encouraging local authorities not just to add technology on top of their existing processes,

but to re-evaluate those pracesses themselves completely in order to fully support e-services. It is clear that local authorities
are struggling to understand how to manage and use the wealth of information around them. 1DOX aims to take a more
comprehensive approach than its competitors by providing the information, the tecls to handie the information and the
expértise to implement and manage the process. Conseaquently the Group continues to believe that it is well-placed to gain
significant additional contracts from the remainder of the UK {ecal authorities, as well as additional business from existing local

authority customers,

In the 2003 financial year we have won a number of corparate contracts where our software and services will be rolied out
across the entire council as the backbone of its IT systems, rather than being limited to a single department. These include the
Borough of Poole, where the council required an integrated system to bring oniine forms, document management and workflow
tegether. Education, Housing and Planning have already been installed, and a further 23 business units will be linked to our
systems over 1he course of the project. We have also expanded our footprint in existing clients, for instance at the London
Boraugh of Hillingdon where our existing instaitation has been joined by new implementations within the Human Resources

and Education departments, We have nearly doubled the number of implementaticns in Corporate Services, and increased our

penetration in Housing, Community Services and Education.,

Cur UKPlanning managed service, which makes planning information available on the Internet hoth within the council and to citizens,
has been especially successful this year, growing its custemer base from 5 councils last year to 15 coundls at the end of 2003, We are
particutarly pleased with our success in Kent, where Thanet District Council's good experience of the system since it joined UKPlanning
in uly 2002 has encouraged three other local councils to sign up. Now that we have demonstrated the value of the service, we expect
to see further strong growth in the number of councils taking up the offering. The number of online searches being carried out has
also increased to nearly 40,000 a month, & strong validation this e-Government service is meeting citizens' needs.

While more finms have attempted to enter the local authority marketplace, the only real impact on the Group has been that
coundils have taken lenger to evaluate tenders as a result of an increase in volume of responses. Reference sites remain crucial
to the sales effort and create a substantial barrier to entry. Although the sales lead-time in the local authority marketpiace
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wed 31 October 2003

continues 1o be lengthy, local authorities are under considerable pressure to meet the requirements of the implementation of
the Freedom of Information Act in 2005 and 1o achieve the Government’s target of improving the delivery of services through

the use of technology by the same deadline.

Acauisition and Facing

inthe period under review, {DOX acquired the entire issued share capital of the online forms specialist, Nettgain Solutions
Limited, trading as Mandoforms, for a censideration of approximately £1,500 in cash and £0.18 miflion in deferred contingent
cash consideration. In addition, IDOX assumed net {iabilities of up to £6.81 million.

Mandeoforms was founded as an e-commerce consultancy developing sephisticated Java-based software solutions for online data
capture and data processing to generate fast, simple, safe and secure online forms. Since 2000, Mandeoforms has established a

¢ ant presence in the UK local authority marketplace. Mandoforms’ core praduct has gained wide acceptance within the
local authority market due to its ease of use and its ability to enable councils to build their own forms. As at 31 October 2003,
Mandoforms had stipplied its products and services to 47 UK local authorities.

his acquisition provides IDOX with market leading electronic forms technology to meat the needs of existing and potential

.

omers, Furthermore, with only 5 customers in common as at 31 Octeber 2003, the acquisition presents IDOX with considerable
cross-selling opportunities in respect of its unigue e-Government solutions offerings encompassing software, information and
managed services. An excellent team of people at Mandoforms has further strengthened the existing IDOX team.

Funding for the transaction was arranged via a placing of new crdinary shares in the Company. Noble & Company, acting as
agent for the Group, placed a total of 11,500,000 ordinary shares of 1p each on behalf of the Group, raising £1.15 million before
issue expenses, at a price of 10p per share. The proceeds were used towards the acquisition of the entire issued share capital

of Mandoforms, the settlement of certain liabilities of Mandoforms and to augment the Group’s existing working capital. The
resuiting new ordinary shares rank pari passu with the existing ordinary shares of the Group and represent 7.48% of the enlarged
issued share capital of the Group at that time. Dealings in the new aordinary shares commenced on 4 September 2003,

IOX Product and Service Offerings

The Group's business base comprises three core elements: software, information and managed services, combined under the
strapline of ‘Information into Intelligence’. All three divisions within the Group have made considerable progress during the
period. 100X s now successfully positioned not only as an important provider of informaticn and software 1o Local Government
but increasingly as an infermation management company providing information, software and professional expertise in the
handting of information. The Directors believe this represents a unique offering in the local autherity and wider public sector

marketplace.

IDOX continues to make rapid progress in winning contracts in departments outside its original expertise of Planning, such as
Fducation, Chief Executive's and Social Services departments. As providers of corporate soiutions, the Group is exploring a broad
range of further opportunities in National and Local Government and in non-Government markets. 120X Software is now being
implemented within departments such as Housing and Revenues & Banefits, where vendors of traditional transactional systems
have historically enjoyed a strong foothold. As a result of the move to single solutions for multiple departments, IDOX is now
being awarded larger “corporate solution” type contracts, and is also seeing significant revenues from increasing penetration

within existing customers. The Group continues to strengthen further its Revenues & Benefits solutions.

Mandoforms has taken steps this year to expand into the mobile electronic forms market. Two implementations, one at
Teignbridge District Council and one at Leicestershire County Council, have seen the installation of benefits and social services
forms on hand held PC Tablets, enabling officers to capture information in citizens’ homes. The captured information is

integrated directly into their back office benefits systems.

Racent Froject Wins

The combination of IDOX's software and information provision was instrumental in the Group’s winning a number of
information projects over the past year, including:

ard maintaining & searchable web based database of labour market intelligence far Futureskills Scotland. Research material is
OReILe R Y]

from over 100 journals and a simitar number of web sites around the globe {yvy:
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wwpporting thousands of urban regeneration practitioners; a service which IDOX manages under a long term contract (w

Product and Service Development
IDOX continues to invest in the development of its products and services to meet the needs of its current and future customers,

and during 2003 over £1 million was invested in preduct research and development.

Developments in IDOX Software over the past year have included improvements to process warkflow to improve the Group’s
offering in areas such as Revenues & Benefits, increased functionality in management reporting functions to help managers in af!
departments and the development of a records management module to meet the requirements of the Freedom of Information
Act, Data Protection Act and the requirements of The National Archives (formerly Public Records Office). The National Archives
has updated its Electronic Records Management compliance standards and IDOX is at the final stages of development of software
to meet these fatest requirements. To this end, IDOX has made the formal application for testing under the approval scheme.
The development of the Flectronic Records Management compenent of IDOX Sofiware has been a major effort, including a new
state- of-the-art architecture based around the Sun J2EE architecture. We have also had excellent initial user feedback in terms

of its look-and-feel and useability.

A key irnprovement to the IDOX Information Service has been the extension of functiohality to the online search facility of the
database. itis now possible for members to search the complete library database, and to order many more ttems in full text
ontine. Hypertext Hinks also guide members 1o refevant online items where appropriate. In addition to this work, areas of
interest Lo members are reviewed regularly for updating of titles, journals and web references held. The Group has recently
reviewed the entire Environmental Services subject area and has extended its service offering to ensure that comprehensive

coverage is provided.

Poople

Our workforce grew from 80 at 31 October 2002 to 94 at the end of this financial year. The Group possesses a team and
infrastructure capable of delivering and managing rapid business growth, so that increasing revenue can be accommodated within
a stable cost base. At the same time the Group continuas to exercise tight internal financial control in order to meet its financial

goals.

The Group received the investor in People award in March 2003, having achieved [509001 status last year, The benefit of such
accreditations is not only that they act as a useful audit of our internal policies and pracedures, but that they further enhance

our eligibliity to participate successfully in the local authority tender process.

Strategy and Outiook

This year the Group fulfilled its primary financial objective of enjoying regular profitability on a monthly basis by the end of
the financial year. The Board's goal now is to build on this progress thereby ensuring profitability for 2004, while increasing
its revenues and improving its market share. While it remains difficult to predict the timing of contract signings, the pipeline
is strong, and a number of new contracts have already been secured since the end of the year. The Group’s recurring revenue
streams from maintenance, information services and UKPlanning form a secure underpinning for cur business and we remain

conservatively optimistic about next year’s growth plans.

The Group will continue to seek to increase its market share, revenue and profitability, both through organic growth and
through appropriate acquisitions. The Board remains committed to fulfilling the best interests of cur shareholders while

securing a leading place within the Local Government market.

Andrew Fraser
Chief Executive
5 December 2003




Board of Directors
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Non-Executive Chalrman: John Wi.sb.e.y {Aged 47)

John Wisbey has been Chairman of I-documentsystems since its formation in 1994, He is also
Chairman and Group CEO of Lombard Risk Management plg, the holding company of a group
he founded in 1988. He was previously employed by Kleinwort Benson in various commercial
banking and trading positions that included being head of option trading and a Director of the

Swaps Group of Kieinwart Benson Securities.

Chief Executive Officer: Andrew Fraser {Aged 46)

Andrew Fraser was appointed CEO of i-documentsystermns early in 1999, He has held senior sales
and marketing positions with a number of multinational blue-chip IT companies including
Wang, Unisys and Honeywell. Andrew has considerable IT knowledge and experience, having

been involved in information technology since the 1970s.

Chief Financial Officer & Chief Operating Officer: Tim Bowen {Aged 39)

Tim Bowen joined i-documentsystems in June 2000 and is responsibie for the finance and
operational functions within the Group, He is alse Company Secretary. Tim has held Board
positions in fast growing IT service related businesses (public and private) since 1995. Heis a
graduate of Accounting and Financial Management and z Fellow of the Chartered Institute of

Management Accountants.

Non-Executive Directon Christopher Wright (Aged 47)

Christopher Wright was Global Head of Dresdner Kleinwort Capital (1995-2002) and
subsequently Senior Adviser to Allianz Private Equity until June 2003, He Is now a Director of
Merifin Capital and Advisory Director of Campbel! Lutyens and Co. He is also a Non-Executive
Director of Lombard Risk Management plc, Roper Industries Inc and other public and private

companies in the USA and elsewhere.

Non-Executive Director: Rt. Hon. Peter Lilley MP (Aged 607

Peter Lilley, MP for Hitchin and Harpenden, held two major cabinet posts in the last Conservative
Government. He was Parliamentary Private Secretary to Ministers for Local Government from 1983-
84. He was appointed Secretary of State for Trade and Industry from 1990-92, becoming Secretary of
State for Social Security from 1992-97. He was previously a Director of Greenwell Montagu Ltd. He is
currently a Non-Executive Director of Fiemings Claverhouse Investment Trust and a Member of the

Advisory Board of the School of Management at the University of Southampton.




Diractors” Report

I

The Drectors are pleased to submit their report and audited
accounts tar the year ended 31 October 2003,

Principal Activities and Review of Business

The cormpany is a holding company. The principal activities of the
Group are the development and supply of computer software,
related consuiting services, and infarmation management for
local authorities and commercial customers. A more detailed
review of the business can be found in the Chairman’s Statement
and Chief Executive's Report on pages 310 6.

Results and Dividends

The audited accounts for the year ended 31 Qctober 2003 are
set oyt on pages 13 to 28. The Group's loss for the year after
tax amounted to £595,060 (2002: £1,483,473). The Directors
do not propose a dividend for the vear.

Directors and their interests

The Directors who served during the year and their beneficiat
interests in the Company's Ordinary share capital at 31
October (or date of resignation) were as foliows:

2003 2002
26,918,212 47,039,601

T2 Nif

Resigned 31 janyary 2003

e shares are held ing trustin which John Wishey has an interest and 6,988,212

Kisk Management ple, a company cantrolled by John Wisbey.

In additon to the shareholdings listed above, Andrew Fraser
and Tim Bowen have been granted options over ordinary
shares. During the year, Tim Bowen exercised options over
1,375,000 ordinary shares. Full details of these options are
given in the Report on Remuneration on page 9.

I accordance with the articles of association, John Wishey
and Andrew Fraser retired by rotation and were re-elected
at the Annual General Meeting held on 30 fanuary 2603.

Tim Bowen and Christopher Wright are due to retire at the
forthcoming aAnnual General Meeting and, being eligible,
will offer themselves for re-etection. lan Peacock resigned
fram the Board after the Annual General Meeting held on 30
January 2003, Peter Lilley's appointment to the Board on 31
October 2002 was approved at the same meeting.

Detalls of the Directors’ Service Contracts can be found in the

Report on Remuneration on page S

Buy Back of Deferred Ordinary Shares
Details of the buy back of deferred ordinary shares is set out

innote 14.

14,655,300 14,655,300
2,300,000 1,883,500
Nil Nil
532,800 533,800

Substantial Shareholdings
As at 3 December 2003 the Company was aware of the
fallowing interests in 3% or more of its issued share capital:

Mumner of % Holding
Shareholder Shares
I Wisbey 19,953,000 12.98
AGFraser 14,655,300 Tas4
. E)IS Equity Pﬁrmers; 13,333,334 868
Herald Investment Trust 12,416,657 8.08
B@ner KI;\;\:OF{ ;v\-"r:\,sc?r* _l-r';-“Ll.‘.?'iwd B 7,81 2,-56677 o SW
[IS\‘JE&CU Perp;-{[;a\ Smaller Cc*rw,ﬁns;ﬁ;r Core Fund 7,500,066 4.88
"Lombar'd R-isk FManagement pic o 6,968,7212 4,53
‘Merifin Capital N.y 6,520,833 124
P M Woodraw Ts2s8300 0 342

Charitable and Political Donations
The Group made no charitable or political donhations during
the year (2002:nil).

Payment of Creditors

It is the Group's practice to agree credit terms with all
suppliers and to pay all approved invoices within these agreed
terms. The average trade ¢reditor days for the year was 41
days (2002: 54 days).

Health, Safety and Environmental Policies

The Group recognises and accepts its responsibilities for health,
safety and the environment (H,S&E) and has a dedicated team
which provides advice and support in this area. The team
members reqularly attend external H,S&E courses. Internal
reviews are performed on a requiar basis tc ensure compiiance
with best practice and all relevant legislation.

Employee Consultation

The policy of informing and consulting with employees is
maintained by means of reqular team briefs and meetings as
well as a monthly update report. Employees are encouraged
to present their views and suggestions in respect of

the company's performance. In addition, the Group has
introduced an intranet which facilitates faster and more

effective communication.

Post Balance Sheet fvents

No circumstances have arisen since the balance sheet date
in respect of matters which would require adjustment or
disclosure in the accounts.

Auditors
A resolution to re-appoeint Grant Thornton as auditors and to
authorise the Directors to agree their remuneration will be
placed before the forthcoming Annual General Meeting of
the Company.

t
By order of the Bagfd Registered Office
Tim Bowen C”/L/\ 21 New Fetter Lane
Lendon
ECAA 1Al

Company Secretary
5 December 2003

e




Report on Remuneration
: >ndded 31 October 2003

Remuneration Commitice
The Remuneration Committee operates within defined terms of reference. The Remuneration Committee comprises the Non-
Executive Chairman and the two other Non-Executive Directors. It is chaired by Peter Lilley.

Remuneration Policy

The policy of the Group Is to set levels of remuneration te attract, retain and motivate Executive Directors and key staff. The
packages are designed to be competitive in value to those cffered to the directors of similar sized public companies in the
technology sector. The components of the Executive Directors” remuneration packages are currently, a basic salary, bonus,
money purchase pension contributions and benefits in kind. The benefits include car allowance, private medical cover, life cover
and critical illness cover. The bonus elements are dependent on the Executive Directors achiaving performance criteria set out
by the Remuneration Committee. This criteria includes targets for turnover, operating losses and for bank balances. Included

in honuses paid to Tim Bowen, was an amount of £19,935 which was capitalised as part of the investment in Nettgain Sclutions

Limited.

Directors’ Remuneration

fension Pension
Salary Bonus Benefits Total 2003 Total 2002 2003 2002
£ £ £ £ i f f
Executive Directors
Ao Craney 1147300 52,964 11,064 181,728 160,887 3,852 2,247
i 96,300 63,270 10,636 170,206 133,709 3,197 1,865
Non Executive Directors
Wishaeny 33,000 - - 33,000 32,199 - -
e Pearock 4,125 - - 4125 15,875 - -
. 16,500 - - 16,500 9,625
Peor Litiey 16,544 - - 16,544 - -
284,169 116,234 21,700 422,103 352,295 7,049 4,112

Non-bxecutive Direciors

The Board, based on a recommendation by the Non-Executive Chairman or, in the case of the Non-Executive Chairman, the
remainder of the Board, determines the remuneration of the Non-Executive Directors. The Non-Exacutive Directors do not
currently participate in the Group's pension scheme or receive share options.

Sarvice Lontracts

The Executive Directors have entered into Service Contracts with the Group that are terminable by either party on six months
prior notice.

Share Oplions

The Directors believe it is important to incentivise key management and employees generally by granting them options over

shares in the Company to allow them to participate over time in any increase in value of the Group.

The foliowing options have been granted to the Executive Directors over Ordinary 1p shares in the Company:

Atsiart  Granted during Exercise date Exercise date
|Hrsctor of year the year Exercised At end of year Exercise Price From To
| ' 1,375,000 - 1,375,000 - S MNov 2000 Nov 2010

1,500,000 - - 1,500,000 12.75p Nov 2001 Jun 2010
504,000 - - 500,000 1Mp Apr 2004 Oct 2012
500,000 - - 500,000 11p Apr 2004 Gt 2012

The mid market price of the Group's shares at close of business on 31 October 2003 was 11.5p and the high and low share prices
during the year were 13.0p and 9.5p respectively. Tim Bowen exercised options over 1,375,000 shares on 4 September 2003. The
market price on this date was 10p. The aggregate notionat gain was £63,750.

Girectors” Share intorast

The Directors' shareholding in the Group is listed in the Directors’ Report on page 8.




Corporate Governance Report

Treohe

Combined Code

The Group is committed to applying the highest principles of
corporate governance commensurate with its size . The Group
comglies with the principles of the Combined Code annexed

to the Listing Rules of the FSA except in relation to:

= Code provision A.2.1 and A.3.2 whereby given the small
size of the Board, the Group has not identified a senior

independent Non-Executive Director.

+ Code provision A.5.1 whereby given the small size of
the Board it is not considered necessary 1o constitute a
separate Nominations Committee. The whole Board will act

as the Nominations Committee.

+  Code provision 8.2.1 whereby given the small size of the
Board the Remuneration Committee be comprised of

independent Non-Executive Directors.

e Code provision D.3.1 whereby given the small size of the
Board the Audit Committee comprises two Non-Executives

sather that threa as recommended.

The Board is reviewing the new Combined Code and will

repert on compliance next year.

internal Controls

The Board takes responsibility for establishing and
maintaining reliable systems of control in all areas of
nperation. These systems of control, espedially of financial
control, can only provide reasonable, not absolute, assurance

that no material loss or misstatement has occurrad.

The key features of the system of internal control are set cut below:

= i-documentsystems group plc has established an
operational management structure with clearly defined

responsibilities and regular performance reviews.

+ The Group operates a financial reporting system, where
actual results are monitored against budgets, forecasts
and other performance indicators with action dictated

accordingly at feast monthiy.

- Astructured approval process based on assessment of risk

and value delivered.

= Sufficient resaurce is focused to maintain and develop
internal control procedures and information systems,
especially in financial management.

= The Group has an ongoing process for identifying,
svaluating and managing the significant risks that it
faces. This process has been in place for the year and is

periodically raviewed by the Board.

The Board considers that there have been no substantial
weaknesses in internal financial controls that have resuited
in any material losses, contingencies or uncertainties,

which need to be disclosed in the accounts. The Board has
considered the need for an internal audit function and
conciuded there is no current need for such a function
within the Group. Follewing publication of Internal Control:
Guidance for Directors on the Combined Code (the “Turnbull
Guidance”}, the Board confirms that there is an ongoing
process for identifying, evaluating and managing the
significant risks faced by the Group, and that this process has
been in place for the year under review and up to the date
of approval of the Annual Review and Accounts. This process
is regularly reviewed by the Beoard and is consistent with the

Turnbull Guidance.

Statement of Directors’ Respansibilities

United Kingdom company law requires the Directors to
prepare accounts for each financial year which give a true and
fair view of the state of affairs of the Group and Company,
and of the profit or loss of the Group for that period. In

preparing those accounts, the Directors are required to:

» Select suitable accounting policies and apply them

consistently.

+ Make judgements and estimates that are reasonable and

prudent.

* State whether applicable accounting standards have been
followed, subject to any material departures disclosed and

explained in the accounts.

The Directers are responsible for keeping proper accounting
recards which disclase with reasonable accuracy at any time
the financial position of the Group and Company and enable
them to ensure that the accounts comply with the Companies
Act 1985. They are aiso responsibie for safeguarding the
assets of the Group and Company and hence for taking
reasonable steps for the prevention and detection of fraud
and other irregularities. The Directors are responsible for
ensuring that the Directors’ Report and other information
included in the annual report is prepared in accordance with
United Kingdom company law. They are also responsible for
ensuring that the annual report includes information required
hy the AIM Rules.

The maintenance and integrity cf the Group's web site is
the responsibility of the Directors. The work carried out by
the auditors does not involve consideration of these matters

and, accordingly, the auditors accept no responsibility for any
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changes that may have occurred to the information contained
in the atcounts since they were initially presented on the web

site.

Legislation in the United Kingdom governing the preparation
and the dissemination of the accounts and other information
included in annual reports may differ from legisiation in other

jurisdictions,

Accounting Policies

The Board considers the appropriateness of its accounting
policies on an annual basis. The Board believes that its
accounting policies and estimation technigques are prudent
in particular in relation to income recognition, research and

development and deferred expenses,

The Boeard has commenced work on the impiementation of
Internationat Financial Reporting Standards, in accardance
with the European Union requirements. This work will be
ongoing until all of the new standards have been published. A
fuiler staternent regarding their adeption will be included in

next year's report and accounts.

Board of Directors

The Board, comprising two Executive Directors, a Non-
Executive Chairman and two Non-Executive Directors,

15 rasponsible for the overall strategy and direction of
i-documentsystems as well as for approving potential
acquisitions, major capital expenditure items and flnancing
matiers, The Board has a formal schedule of business
reserved to it and meets regularly during the year. The Board
is supplied in a timely manner with information in a form and
of a syitable quality appropriate to enable it to discharge

its duties. Advice from independent sources is available if
required. The Board monitors expasure to key business risks
and raviews the strategic diraction of the Group, the annual

budgets as well as their progress against those budgets.

The Board members and their roles are described on page

7. The Executive Directors have service contracts which are

terminable upon six months notice. In accerdance with the
“ompany's Articles of Association, one third of the Directors
are reguired to retire by rotation at the Annual General

Meeting.

Sharehoider Relations

i-documentsystems group plec is committed to open
communication with all its shareholders. The Directors
hold regular meetings with institutional shareholders to

discuss and review the Group's activities and objectives.

Communication with private shareholders is principally
through the Annual Genera! Meeting, where participation
is encouraged and where the Board is available to answer
questions. i-documentsystems group plc maintaing up-to-

date information on the Investor Relations section of its

website wyyw idox:

Every shareholder receives a full annual report each year end
and at the haif year they receive an interim report. Care is
taken to ensure that any price sensitive information is released
to all sharehelders, institutional and private, at the same time

in accordance with Londan Stock Exchange requirements,

i~documentsystems group plc strives to give full, timely and
realistic assessment of its husiness in a balanced way, in atl

price-sensitive reports and presentations.

Audit Committee

The Audit Committee is formally constituted with terms of
reference. The Committee is chaired by Christopher Wright,
who is a Non-Executive Director, and the other member

is John Wisbey who is the Non-Executive Chairman. The
Committee meets at ieast three times a year and receives
reporis from the Group's auditors. The Committee also
reviews the interim and final accounts prior to approval by
the Board. Additionally the Audit Committee aiso ensure the
independence and objectivity of the external auditors and
also review the provision of non-audit services by external

auditors.

The Remuneration Committee

The Remuneration Committee is chaired by Peter Lilley

and comprises all Non-Executive Directers. This Committee
determines the remuneration and benefits packages for the
Executive Directors and any changes to their service contracts,
The Committee ailso approves any share related incentive

schemes within the Group.

Going Concern

The Directors have reviewed the Group's budget and cash
flows for 2004 and the medium term plan produced to the
year 2005 and are satisfied that it is appropriate to prepare

the accounts on a going concern basis.

11



. Report of the Independent Auditors

focumentsystemns group pi

We have audited the financial statements of i-dotumentsystems group plc for the year ended 31 October 2003 which comprise
the consolidated profit and loss account, the balance sheets, the consolidated cash flow statement and notes 1 to 26, These
financial statements have been prepared under the accounting policies set out therein.

This report is made solely to the Company’s members, as a body, in accordance with Section 235 of the Companies Act 1985,
Cur audit work has been undertaken so that we might state to the Company’s members those matters we are required to state
to them in an auditers’ report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Company and the Company’s members as a body, for our audit work, for this report, or
for the opinions we have formed.

Respactive Responsibilities of Directors and Auditors
The Directors’ responsibilities for preparing the annual report and the financial statements in accordance with United Kingdom
lawe and accounting standards are set out in the statement of Directors’ responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and United

Kingtdom auditing standards.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Companies Act 1985, We also report to yvou if, in our opinion, the Directors' report is not consistent with
the financial statements, if the Company has not kept proper accounting recerds, if we have not received all the information and
explanations we reguire for our audit, or if information specified by law regarding Directors’ remuneration and transactions with

the Group s not disclosed.

Ve read other information contained in the annual report including the Corporate Governance Report and consider whether it
is consistent with the audited financial statements. This other information comprises anly the Chairman’s Statement, the Chief
Executive’s Report, the Directors’ Report, the Report an Remuneration and the Corporate Governance Report. We consider the
implications for cur report if we become aware of any apparent misstatements or material inconsistencies with the financial
statements. We are not required to consider whether the Board’s statements on internal control cover all risks and controls, or
form an opinion on the effectiveness of the Group's corporate governance procedures or its risk and control procedures. Our
responsibilities do not extend to any ether information.

Basis of Opinion

We conducted our audit in accordance with United Kingdom auditing standards issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant to the amounts and disclesures in the financial statements. It also
includes an assessment of the significant estimates and judgements made by the Directors in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the Group's circumstances, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or other irregularity or error. In forming our apinion, we also evaluated the overall
adequacy of the presentation of information in the financial statements.

Opinion

i our opinion the financial statemants give a true and fair view of the state of affairs of the Company and the Group at 31
October 2003 and of the loss of the Group for the year then ended and have been properly prepared in accordance with the
Companies Act 1985,

&4 b

GRANT THORNTON -
5 December 2003

Registered Auditors
Chartered Accountants

London




Consolidated Profit and Loss Account

31 Octeber 2003

Nota
Turnover
shotE DRRigos
AL ong
DT LNLS
il L
3
+ TATOS
R
Operating {loss)/profit
1
2
It
Lass on ordinary activities before taxation
‘ o ey activities 4
Loss for the period transferred from reserves 15
Loss per share {pence) 6

All operations are attributable to continuing operations.

There are no recognised gains or losses other than thase set out above.

4,211,401
260,504

4,472,305

(611,361)

{611,361)

3,860,944

(2,099,052)
(125,697}

(3,224,149}

(1,272,430}
(33,287)

(1,305,717)

(771,442}
102,520

{668,922)

(595,060)

(595,060)

(0.42)p

The accompanying accounting policies and notes ferm an integrat part of these accounts.

73,862

2002

3,017,602

3,017,602

(667,161)

(667,161)

2,350,441

(2,524,671)

(2,524,671}

{1,386,671)

(1,386,671)

{1,560,901)

(1,560,901)

77,428

{1,483,473)

{1,483,473}

(1.10p




Consolidated Balance Sheet

i 03
2003 2002
Note 3 f
Fixed assets
SR 7 1,703,513 696,906
8 255,561 259,727
9 28,344 28,344
1,987,418 984,977
10 1,530,906 1,167,227
2,646,685 2,537,752
4,177,601 3,704,979
Creditors: amounts falling due within one year 11 (2,840,376} {1,949,553)
Net current assets 1,337,225 1,755,426
Total assets less current liabilities 3,324,643 2,740,403
Creditors: amounts falling due after mare than one year 12 {30,000) {40,000}
Met assats 3,294,643 2,700,402
Capital and reserves
are: Caalial 14 1,536,789 1,408,039
14 - 1,112,014
15 1,112,014
15 5,154,088 4,098,538
I 15 1,294,745 1,294,745
roit e foss aceount 15 {5,807,593) {5,212,933)
Shareholders’ funds 15 . 3,294,643 2,700,403

The accounts were approved by the Board of Directors on 5 December 2003,

@\gg;@@r , el "

Andrew Fraser Tim Bowen
Chief Executive Officer Chief Financial Officer &
Chief Operating Officer

The arrompanying accounting policies and notes form an integral part of these accounts.




Company Balance Sheet

.- T

Fixed assets

dinents

Current assets

oy e after one

Creditors: amounts falling due within ane year

MNat current assets

Total assets less current fiabilities

Capital and reserves

Ol up share cavital

e Capital

Lol redemution reserve
‘19'161“‘ CRRRTE LY Q00 DRI

IO

Sharsholders” funds

Mote

14
14
15

15
15

2003
£

2,386,147

5,470,589

5,470,599

5,470,599

7,856,746

1,536,789

1,112,014
5,159,088
48,855

7,856,746

The accounts were approved by the Board of Directors on 5 December 2003.

Andrew Fraser

Chiot Executive Officer

L
Tim Bowen

Chiet Financial Officer &
Chief Operating Officer

The accompanying accounting policies and notes form an integral part of these accounts.

2002

2,111,857

4,555,589

4,555,589

4,555,589

6,667,446

1,408,039
1,112,014
4,098,538
48,855

6,667,446




Consolidated Cash Flow Statement

=0l 31 October 2003

Note

Net cash outflow from operating activities 17

Returns on investments and servicing of finance
Irerosy renaived
Net cash inflow from returns on investments and

servicing of finance

Capital expenditure and financial investment

fred assets

Ket cash outflow from capital expenditure and

financial Investment

Acquisitions

HEN I 5 ied with the company

net cash outflow from acquisitions

Financing
[ S a1

Net cash infiow from returns on investments and

servicing of finance

Increase in cash 18

2003
£

(624,388}

71,825

(207,784)

108,943

71,825

(210,810}
3,026

(83,591)
(230,419)
(320,010)

1,188,300

1,189,300

The accompanying accounting policies and notes form an integral part of these accounts.

2002
£
(843,324)

77,143

77143

(238,377}

(28,344)

(264,721)

(418,601)
181,481

(237,120)

1,424,016

1,434,016

165,994




dNates 1o the Accounts

Oclober 2003

1 ACCOUNTING POLICIES
#asis of Preparation
The financial statements have been prepared in accordance with applicable United Kingdom accounting standards and under the

historical cost convention.
The policies have remained unchanged from the previous period.

Hashy of Consolidation
The Group consolidates the accounts of the Company and its subsidiary undertakings (see note 9) drawn up to 31 October 2003.
The Group's subsidiary, i-decumentsystems Limited, has been consolidated using merger accounting in accordance with FRS 6. All

other acquisitions of subsidiaries are dealt with by the acquisition method of accounting.

Turnover and Income Recognition

Turnover represents the amounts receivable in respect of goods and services provided during the year, stated net of value added
tax. Turnover and pre-tax profits are wholly attributable to the principal activity. Analysis of turnover by geographical market

is not disciosed because in the opinion of the Directors the majority of the turnover arises in the United Kingdom and overseas

sales are not material. Where services are invoiced in advance the proportion of revenue relating to future periods is deferred.

Gootwall
Purchased goodwill representing the excess of the fair value of the consideration paid over the fair values of the identifiable net

assets acquired, is capitalised and is amortised on a straight fine basis aver a period of 10 years, being its estimated useful life.

Fangible Fixed Assets and Depredation
Deprediation is provided using the following rates and bases so as to write off the cost or valuation of tangible fixed assets over

their expected useful lives. The rates generally applicable are:

Computer hardware 50% straight line
Computer software 100% straight line
Fixtures, fittings and equipment 25% straight line
Library books and journals 33.33% straight line
nvestments

investments are included at cost, less the amounts written off.

Deferred Taxation

Deferred tax is recognised on all timing differences where the transactions or events that give the Group an cbligation to pay
more tax in the future, or a right 1o pay less tax in the future, have occurred by the balance sheet date. Deferred tax assets are
recognised when it is more likely than not that they will be recovered. Deferred tax is measured using rates of tax that have been

enacted or substantively enacted by the balance date.

Forsign Currenties
Assets and liabilities denominated in foreign currencies are translated into sterling at the rate of exchange prevailing at the

accounting date. Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction. All differences

are taken 1o the profit and loss account.

Contributions to Defined Contribution Pension Schemes
Contributions paid to private pension plans of certain employees are charged to the profit and loss account in the peried in
which they hecome payable, Contributions paid to the Group Personal Pension plans of employees are charged to the profit and

loss account in the period in which they become payable.




NMotes to the Accounts (continued)

]

Rasearch and Development

Research and development costs are written off to the profit and loss account as they are incurred.

Financial instruments
income and expenditure arising on financial instruments is recognised on the accruals basis, and credited or charged to the profit

and toss account in the financial pericd 1o which it relates.

Government Granis
Where Government grants are received in respect of capital expenditure, these are credited to a deferred income account and are
reieased to the profit and loss account by equal annual instalments over the expected useful lives of the relevant assets when it is

reasanably certain that they will not become repayable.

Where Government grants are received in respect of revenue expenditure, these are credited to the profit and loss account in the

same period as the related expenditure when it is reasonably certain they will not become repayable.
Operating Leases

Amounts paid under operating leases are charged to the profit and loss account on a straight line basis over the fease tarm.

2 TURNOVER AND LOSS ON CRDINARY ACTIVITIES BEFORE TAXATION

The lass on ordinary activities is stated after charging:

2003 2002
£ E
Wit I

Sl soryices 28,500 21,500
) 8,245 0,996
81,669 30,250
v o Frangs translaton 130 132
s rentals - hire of plant and machingry 288 7,550
Cinerdtiag iease rentals bl 126,270 71,350
et aned development 1,050,610 1,001,362
srinde fineed et awied 216,644 150,029

(266,160)

in addition, during the year the auditors provided services in connection with the acguisition of the share capital of Nettgain

Saiutions Limited totalling £17,500. This amount was capitalised as part of the cost of acquiring the investment.

3 DIRECTORS AND EMPLOYEES

Statf costs during the year were as follows:

2003 2002

t i
2,853,989 2,244,057
294,656 242,967
73,504 37,647

3,224,149 2,524,671




Notes 1o the Accounts (continued)

dear endad 31 October 2003

The average number of employees of the company during the year was 86 (2002:63):

2003 2002
No No
15 1
16 14
17 15
A 2 2
by " 10
Inloomsinn services 25 Al
86 63

Remuneration in respect of Directors was as follows:
2003 2002
£ f
422,103 352,295
1,049 4,12

Inchided within these amounts was a bonus of £19,935 payable to Tim Bowen which was capitatised as part of the cost of

acrpuiring the investment in Nettgain Solutions Limited. The aggregate gain on the exercise of share options by Tim Bowen was

£68,750.

The ameunts set out above include remuneration in respect of the highest paid Director as follows:

203 2002
: £

181,728 160,887

- 3,852 2,247
185,580 163,134

Details of the remuneration for each Director are included in the Remuneration Report which can be found on page 9 but which

do not form part of the audited accounts.

4 TAX ON LOSS ON ORDINARY ACTIVITIES

Thera was no charge for taxation for the year ended 31 October 2003 (2002: nil) due to operating losses in the current year.
Unrelieved trading losses of £4,492,620 (2002: £2,658,543), amounting to £1,347,786 (2002: £797,563), calculated at the standard

rate of corporation tax in the UK of 30%, remain available to offset against future taxable trading profits in certain companies

within the Group. Factors affecting tax losses available for carry forward in the period are:

2002
£

(1,483,473}

2003
£
w ondinary activitios bofore taxation {595,060)
[R5 v activities multiplied by the standard
Iel crporation lax in the UK of 30% {178,518)
oo, of
wctible for tax purposes 4,034
pital allowvancss 23,366
6,333
144,785

{445,042)

21,048
45,005
1,753
5,577
371,659

Total unrecognised deferred tax asset amounts to £1,384,575 (2002: £793,023). The Directers consider that it is unlikely that this

deferred tax asset will crystallise in the foreseeable future.




Notes to the Accounts {continued)

ended 31 October 2003

5 LOSS FOR THE FINANCIAL YEAR

The Company has taken advantage of section 230 of the Companies Act 1985 and has not included its own profit and loss

account in these accounts. The Company’s loss for the year was nil (2002: nil).

0 LOSS PER SHARE

The loss per ordinary share is calculated by reference to the loss attributable to ordinary shareholders divided by the weighted

average number of shares in issue during each period, as foliows:

S 00 the yo

i avirane pumber of shares inissue

Vs por share

The deferred ordinary shares and options are anti difutive under FRS 14.

7 INTANGIBLE FIXED ASSETS

i she yoar

AT T Ocoher 2003

ok amount at 31 October 2003

Reof feosk amount a3t 41 Jetober 2002

2003 2002

f £

(595,060} {1,483,473)
142,805,965 133,976,939
{¢.42)p (1.11}p

Purchased goodwill
£

727,156
1,088,275
1,815,432

30,250
81,669
111,919

1,703,513
696,906

The additions to purchased goodwill relate to the acquisition of Nettgain Solutions Limited as set out in note 20.
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8 TANGIBLE FIXED ASSETS

Tl o
ek
AT Npwper JO07
275 E LRSS srguired

b 2004
Asnets 0F Dusiness acquired
jodhin the vear

Mot ok o nount st 3 Ootober 2063

st beok amcant al o Cotober 2002

9 INVESTMENTS

o Groups
Lost

AT Movember 2002

Adcitions

Z andd 31 October 2003

Octoher 2

Computer Computer Fixtures, fittings
hardware software and equipment
£ £ £
460,835 48,527 120,203
49,021 - 16,487
109,721 20,277 23,943
{3.752)
615,825 68,804 o 160,633
304,134 42,908 58,961
45,926 - 15,722
146,441 11,811 23,434
{1,560} - -
494,941 54,719 98,117
120,884 14,085 62,516
156,701 5,619 T 61242

Library books

and journals Total
£ £
107,557 737,122
65,508

56,869 210,810
{(3,752)

164,426 1,009,688
71,392 477,395
61,648

34,958 216,644
{1,560)}

106,350 754,127
58,076 255,561
36,165 259,727

Investient in
own shares
f

28,344

28,344

28,344
28,344

Investment in own shares represents 250,000 ordinary shares of ip each in i-documentsystems group plc held at cost by an

empioyee share ownership trust, established for the purpase of satisfying obligations for the benefit of the Group’s employees,

which is administered by i-documentsystems Trustees Limited.

The trust was set Up as an incentive for the benefit of the officers and employees of the Group. The trust may distribute these

shares at 1ts own discretion. During the year no shares were allocated to employees. To comply with new accounting rufes, in

future these shares will be treated as a debit to shareholders’ funds.

The market value of these shares at 31 October 2003 was £28,750 (2002: £29,375).
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Notes to the Accounts (continued)

i 21 Gotober 2003

Ihe Comparny

Dwretten off

weiiler A002 awd 31 Dctober 2003

LLGs arnunt
5

A Colober 20073

AL ST October 2002

The Directors consider that the carrying values of the shares in the Group undertakings have not been impaired.

Shares in group
undertakings
£

2,111,857
274,290
2,286,147

2,386,147
2,111,857

The additions are in respect of the following newly acquired subsidiaries: Nettgain Solutions timited and Mandoforms Limited.

Al 371 October 2003 the Company held more than 10% of the allotted share capital of the following companies;

Country of

Class of  Proportion

registration share held held MNature of business
i e ysters imiTed England Ordinary 100% Software services
. mted . England QOrdinary 100% Soitware services
i Sevvices Uimited E_n.gland D”rdinary 100% Cinigrmation sorvices
;,'ste\;w.:. Trustees | " England Ordinary 100% Corporate tru&ive of empioyee share OV\;’;TVG:;Ship trust
7 T Eﬁgiand Wbrdinary 100% Do icag}pa;w h
England Crdinary 7 100% Dormant LOITI})dHy
) rEng!and Crdinary 100%  Dormen: company
.England Crdinary 160% Dormani (.Ur!'xrpar';y
All subsidiaries have been consolidated in the accounts.
10 DEBTORS
The Group The Group I'he Cor;npany The C'Ornp‘ahy
2003 2002 2003 2002
£ r T =3
1,367,752 970,330 -
Py group undertakings 5.470,599 4,555,589
Ll detdars 8,350 5,650 - -
Frepayments and actried mcome 154,804 190,247 -
1,530,906 1,167,227 " 5,470,599 4,555,589

ncluded in the above for the Company is £5,470,599 (2002:£4,555,589) which is due after more than one year. The Directors

consider this loan to be recoverable.




Notes o the Accounts (continued)

ted 31 Octaber 2003

11 CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Treddo croditars

Sewzal secunty and other taxes

Ceterrod consideration

Acora and deforred incoma

The Group
2003
£

399,512
297,263
91,700
10,000

2,041,901

2,840,376

The Graup
2002
£

311,700
174,300
12,544
10,000

1,441,009

1,949,553

The Company
2003
£

inciuded in accruals and deferred income is £90,625 (2002:£135,000) of unamortised Government grants.

12 CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

13 FINANCIAL INSTRUMENTS

The Group
2003
£

30,600

The Group
2002
£

40,000

The Company

2003
f

The Company
2002
S

The Company
2002
£

The Group dees not trade in financial instruments. As permitted by FRS 13, short term debtors and creditors have been excluded

from disclosures, other than the currency risk disclosures. The Group’s objective in respect of financial instruments is to minimise

risk through effective management of working capital, and placing surplus funds with major financial institutions.

Interest Rate Risk

Stariing brsincial Asseis at 31 Gotober 2063

wrfinng Finencial Assets at 21 October 2002

Fixed rate Feating rate
financial finangial
assets assets

£ f

- 2,646,685

- 2,537,752

Financial assats
on which no
interast 18 paid

Total
financial
assets

£
2,646,695

2,537,752

The benchimark interest rate for determining receipts for floating rate Sterling financial assets is the Bank of England base rate.

any funds over and above the current working capital requirements of the Group are invested In high interest deposit accounts.

Liguidity Risk

The Group seeks to manage financial risk by ensuring sufficient liquidity is available tc meet foreseeable needs and te invest cash

assets safely and profitably.

The Group has no financial liabilities other than short term creditors and accruals.

Currency Bisk

There are no material net monetary assets or liabilities that are not denominated in Sterling.

Fair values are not materially different from book values.
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37 Octobe

2003

14 SHARE CAPITAL

2003 2002
£ 1
AL

K ordinary shares of o each 2,970,000 2,970,000
30 deferved ordinary shares of peach 1,034,000 1,030,000

i apr arnd Tully paid
L0 N rdiaary shares of 1o each (2002: 140,303,903 1,536,789 1,408,032
red ardivary shares of 1peach (2002 111,201,400) - 1,112,014
1,536,78% 2,520,053

Movement in fssued Share Capital in the Year

On 4 September 2003, a total of 11,500,000 new ordinary 1p shares {(New Ordinary Shares) were placed on behalf of the Company
with new and existing institutional investers, at a price of 10p per share. The share issues were made to enable the Group to
acquire Nettgain Solutions Limited (see note 20) and to provide the Group with additional working capital. The difference
petween the total consideration of £1,150,000 and the total nominal value of £115,000 has been credited to the share premium
account {£1,035,000). The New Ordinary Shares rank pari passu with the existing ordinary shares of the Company and represent
7.48% of the eniarged issued share capital of the Company at that time. The new shares started trading on 4 September 2003 on

the Atternative Investment Market of the London Stodk Exchange,

In addition, Tim Bowen exercised options on 1,375,000 ordinary shares at a price of 5p per share on 4 September 2003. The
difference between the total consideration of £68,750 and the total nominal value of £13,750 has been credited to the share

gremium accaunt {£55,000).

Deferrad Ordinary Shares
At the Annual General Meeting held on 30 January 2003 the entire deferred ordinary share capital was bought-in in exchange

for one ordinary 1p share. They were then cancelled from the share capital.

Shaore Optionsg

Details of share options over 1p ordinary shares are as follows:

Granted Lapsed Atend Exercise Exercise Exercise
A iy during year Exarcised in year of year price date from date to
1,375,000 - 1,375,000 - - 5.00p Nav 2000 Nov 2010
1,500,000 - - - 1,500,000 12.75p Nov 2001 Jun 2010
1,166,667 - - - 1,166,667 12.00p Dec 2003 Dec 2010
4,500,000 - - 833,333 1,666,667 12.00p jun 2002 Dec ZG10
161,268 - - 129,032 1,032,256 15.50p Jul 2004 Jul 2011
1.032,258 - - - 1,032,258 15.50p Jan 2003 Jul 201
2,064,556 - - 129,032 1,935,484 15.50p Feb 2005 Feh 2012
2,727,273 - - - 2,727,273 11,000 Apr 2004 Oct 2012
1,652,175 - - 1,652,175 11.50p Oct 2006 Oct 2012

1,652,175 1,375,000 1,091,397 12,712,780




hNotes to the Accounts {continued)

car ended 31 Qctober 2003

15 SHARE PREMIUM ACCOUNT AND RESERVES

Issued Deferred Capital Share
share share redemption premium Other Profit and loss

capital capital reserve account reserves account Total
i £ f f £ £ £
1,408,039 1,112,014 - 4,098,538 1,294,745 (5,212,933) 2,700,403
128,750 - - 1,090,000 - - 1,218,750
- (29,450) - - {29,450)
(1,112,014) 1,112,014 - . . .
- - - - (595,060) {595,060}
1,536,789 . 112,014 5,159,088 1294745  (5807,993) 3,294,643

Other reserves relate to the issued share capital and share premium account in the Company's subsidiary undertaking,

i-documentsystems Limited, and has been treated in accordance with FRS 6.

[ER Deferred Capital Share

share share redemption premiuim Other  Profit and loss
capital rapital reserve account respryes account Total
Ther Company { f £ 3 i ¥ f
A1 Newambar 2007 1,408,039 1,112,014 - 4,098,538 - 48,855 6,667,446
WITE ISSUR 128,750 - - 1,090,000 - B 1,218,750
- (29,450) - (29,450)

{1,112,014) 1,112,014 - - -
1,636,789 - 1,112,014 5,159,088 - 48,855 7,856,746

16 RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS

2003 2002

f £

rancial year {595,060) (1.483,473)

Yo 1,189,300 1,434,016

5L costs refeased - 55,274

wh 5 exercised - 27,500

Neit 7 shareholders' funds 594,240 33,317

Shareholders” funds a1 1 Movember 2002 2,700,403 2,667,086

shetaldees’ e st 31 October 2003 3,294,643 2,700,403
17 NET CASH QUTFLOW FROM OPERATING ACTIVITIES

2003 2002

£ £

(668,922) (1,560,901}

216,644 150,029

Gl amiortsation 81,669 30,250

sale of fixed assets (834)

I« slare options - 27,500

Irscrase 0 debtors {217,592) (14,150)

Fease R ING raess 10 credstors {3%,353) 523,948

Rt st OLttiow trom operating activities {624,388} (843,324)
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18 RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET FUNDS

st in cash i thie year, heing maovement i net funds in the year

N s at 1 November 2007

Mot tinns at 31 Octeher 2003

19 ANALYSIS OF CHANGES IN NET FUNDS

w1 ot hank

20 ACQUISITIONS

2003 2002

£ £

108,943 165,994

2,537,752 2,371,758

2,646,695 2,537,752

At At

1 November 2002 Cash flow 31 Getober 2003
j2 £ f

2,530,752 108,843 2,646,695

On 11 September 2003 the Group acquired the share capital of Nettgain Solutions Limited for £1,467 in cash and £184,5699 in

deferred contingent cash consideration as detailed below. The purchase of the share capital of Nettgain Solutions Limited has

heen accounted for by the acquisition method of accounting. The assets and liabilities of Nettgain Solutions Limited acquired

were as follows:

Rerk overdraft ang loans
Iracte croddiiors

Deferod ncame

ACCTLAR

5 | T
[EEEEES]

T [EERIN

satistien by

booonsideration

arrsr G fromy acquisition

Uetera corungent cash consideration

[airvalue  Accounting policy

Book value adustmant adjustrnent Fair value
f f £ 2
203,849 (199,989) 3,860
226,074 (82,024) - 144,050
429,923 {82,024} {199,989) 147,910
391,416 (160,997} - 230,419
63,881 - 63,881
158,192 158,192

171,615 304,701 - 476,316
7,499 7,499
25,589 25,589
660,000 143,704 158,192 561,896
(230,077) {225,728) {358,181) (813,986)
1,088,276

274,290

1,467

88,124

89,591

184,699

274,290
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Fair value adjustments were made to the assets and liabilities of the company at the date of acquisition, Accounting policy
adjustments were made for changing the deferred income policy, the depreciation rates and for writing off previously capitalised
development expenditure to be brought into line with the Group’s accounting policies. Included within the expenses arising
from the acauisition is an amount payable to one of the Directors of i-documentsystems group pic which is disclosed in the
Report on Remuneration. The deferred contingent cash consideration is dependent on the Directors of Nettgain Solutions
Limited meeting sales, profits, and other organisational objectives within the next twelve months. This has been accrued for in

full.

The company acquired during the year, had results as indicated below:

14 manth period to Year ended

31 August 2003 30 June 2002

£ £

Turnover 984,108 949,347

O ailad loss {528,729 (911,842)

45 vl aclivities before taxation {566,142} {911,842)
i

I after taxation and minority interests (566,142) (935,871)

Thare were no recognised gains or loses other than those set out above.

The company acguired during the year made the following contribution to, and utilisation of, Group cash flow:

2003

£

Nt s from operating activities 361,159

navestrent and servicing of financs 2,882

wrgase i cash 364,041
Analysis of net cash outfiow in respect of the company acquired:

2003

£

Cask At bank andtin hand acquired {23C,419)

Frpensis arising from acquesstion (88,124)

Cash consideration (1,467)

(320,010)

21 OPERATING LEASE COMMITMENTS
Operating lease payments amounting to £159,728 (2002: £120,050) are due within one year. The leases 1o which these relate,

axpire as follows:

2003 2003 2002 2002

tand & building  Plant & machinery Land & building Plant & machinery

£ L 3 £

Loy LN o year 45,720 3,861 - 15,100
oy an two and fve years 40,750 2,187 37,750 -
Creater i ive vears 67,200 67,200 -

153,670 6.058 104,950 15,100

27




MNotes to the Accounts {continued)
Por e vear ended 31 October 2003

22 CAPITAL COMMITMENTS
The Company had no material capital commitments at 31 October 2003 or 31 October 2002.

23 CONTINGENT LIABILITIES
The Company has agreed to provide continuing financial support to its subsidiary undertakings, i-documentsystems Limited
and IDOX Information Services Limited. There were no material Group contingent liabilities at 31 October 2003 or 31 October

2002. The deferred contingent consideration for the acquisition of Nettgain Solutions Limited has been provided for fully in the

aCCounts,

24 PENSIONS

Cantributions paid to a Grotip Personal Pension plan, which ali qualifying employees are entitled to join, are charged to the

profit and loss account in the period in which they become payable.

25 TRANSACTIONS WITH RELATED PARTIES

The following amounts were re-charged to the Group by Lombard Risk Management pic and its subsidiaries:

2003 2002
£ £
svice charges 43,657 109,484

The halance owed to Lombard Risk Management pic and its subsidiaries at 31 October 2003 was £11 {2002: £846).
Lombard Risk Management pleis a related party by virtue of its shareholding in the Company. Furthermore, John Wisbey is the

Chairman and controlling shareholder of Lombard Risk Management plc and Christopher Wright is a Director of that company.

26 POST BALANCE SHEET EVENTS

There ere no material post balance sheet events.

23
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