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Publishing Technology Plc (formerly Ingenta Plc)
2006 - Highlights

Ingenta Plc 1s a provider of technology and marketing services to the publishing and information industries,
undertaking online delivery of professional, scholarly and research content and associated services to
maximize its use 1n corporate, academic, and governmental institutions and their hibraries

Ingenta Plc acquired VISTA International Limited on 27 Febrvary 2007 This 1s more fully described in the
circular dated 2 February 2007 sent to shareholders At the Extraordinary General Meeting on 27 February
2007 the enlarged Company changed i1ts name to Publishing Technology Plc (ucker PTO) on the AIM
market of the London Stock Exchange Further details of the acquisition are shown 1n Note 32

This Annual Report and Accounts covers 12 months of Ingenta Ple’s trading to 31 December 2006 prior to
the acquisition detailed above

Highlights

» Executive focus on acquisition activities — announced and completed post year end

o IngentaConnect and PCG operations performed strongly with growth 1n new client acquisitions and
revenues

e ICD benefited from investment of £0 5m and delivered major new software product
e [ngentaConnect added 40 new publishers

e Number of Electromc¢ Publications via IngentaConnect com was 10,000 (2005 9,500)
e Sales n the year of £6 1m (2005 £6 6m)

e Overheads before exceptional 1tems of £5 5m (2005 £5 6m)

e Gross profit £4 Sm (2005 £4 9m) - margin steady at 74% (2005 75%)

e Lossof £1 0m (2005 loss £0 3m) after exceptional write-downs and reorganisation provisions of
£02m (2005 0 lm)

Business Overview

Ingenta provides technology and associated marketing services to publishers from whom 1t receives fees The
provision of Ingenta’s software and services enable publishers to make their content available online under a
variety of business models mcluding subscription and pay per view Ingenta also provides marketing
services to help publishers maximise distrnibution of their content

Ingenta charges recurring fees, in many cases under multi year agreements, for use of its market-leading
technology and services These are in the areas of content preparation, content enhancement, website
creation, marketing services, onling distribution and access management of subscription controlled content
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The services provided by Ingenta not only enable pubhshers to securely dissemimate their content online but
also to make incremental revenues from their content In 2006 the Group worked with over 40 new
publishers 1n addition to over 270 with whom 1t has existing relationships

Ingenta’s technical skills, its market leadership and its broad understanding of the issues faced by publishers
attempting to distnbute content and gain new online revenues are key bustness advantages for the Group

Ingenta’s three principal activities are as follows
1) IngentaConnect {www mgentaconnect com}

2006 saw IngentaConnect add another 40 new publishers to its customer base IngentaConnect provides
online access to over 10,000 utles to those wishing to conduct academic or scientific research
IngentaConnect regularly achieves over 20 mullion user sessions a month  IngentaConnect enables
publishers to reach an audience beyond their traditional subscriber bases, for instance 1t allows free access to
paid-up subscribers of a publication, with other non-subscription users able to purchase individual articles on
a pay per view basis

Institutions also engage Ingenta to create online student course packs through the Group’s Heron service,
which launched a new course pack management system as a further service to its educational institution
clients Ingenta also operates a small number of premmum services of direct benefit to institutions and users
of IngentaConnect, for which there 1s an annual charge

2) Information Commerce Division (ICD)

Publishers have a range of complex needs to maximise the value of the content they create n online
environments This may include increasing awareness and readership, capturing data about customers,
revenue goals or cost targets for online delivery All these aims require publishers to have flexible tools to re-
bundle, re-brand and market their content online and also to create branded websites through which users can
purchase and access this content

Ingenta provides software and services to meet these needs, the core of which 1s a software package called
Information Commerce Services (ICS), which 1s offered to publishers for use by them Additionally the
Group designs, develops, maintains and runs publication websites on behalf of publishers

3) Publishers Communication Group (PCG)

Ingenta’s PCG provides a range of speciahsed marketing and business development services to meet the
needs of professional and scholarly publishers These include services in the areas of market intelligence for
planning and marketing new products, promotions to expand awareness, and local market representation
services In addition PCG has recently introduced market segmentation and publisher consulting services

PCG provides services to over 50 North American and European publishers with programmes delivered 1n
over 40 countries 1n eight languages on their behalf
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Chairman’s Statement

Finance and Operations
Turnover 1n the year was £6 1m (2005 £6 6m) and the gross margin was 74% (2005 75%)

The loss before tax in the year was £1 3m (2005 loss £0 6m), inclusive of £1 1m (2005 £1 2m) mvested in
Research and Development, all of which was expensed through the profit and loss account as mcurred  With
the benefit of a Research and Development tax credit of £0 3m for the year (2005 £0 3m) this has resulted in
a net loss for the financial year of £1 Om (2005 loss £0 3m)

The Group’s net cash balance at 31 December 2006 was a deficit of £0 Im (2005 surplus £0 3m)

The Group’s leading academic and research publications hosting platform, IngentaConnect
(www tngentaconnect com) performed strongly and 2006 saw the release of new services for both publisher
chients and end users In addition, Ingenta’s Information Commerce Division (ICD) unit completed further
software deliveries Finally the Group’s Publisher Commumication Group (PCG) worked with six new
publishers, again demonstrating the value of the high quality services offered

Ingenta’s understanding of the 1ssues faced by publishers trying to reach global audiences for their content
and to derrve new revenues from online delivery of content, remain key business advantages for the Group

Sraff

During the year the number of people employed by Ingenta declined further, from 86 at the start of the year
to 82 full ime equivalent employees at the year end

The contributions made by staff across the Group enabled Ingenta to achieve a reputation for dehivening high
quality services The Board wishes to thank them for their hard work, enthusiasm and commitment

Current Trading and Prospects

2006 saw the Group deliver operational improvements within two divisions - IngentaConnect and PCG,
which are expected to continue inte 2007 As indicated 1n the announcement of the interim results the ICD
group has for some time needed additional sales distnibution to achieve its potenual, and corporate activity
has been explored to effect this

Shareholders will be aware that this was through the announcement on 2 February 2007 of the acquisition of
VISTA International Limited, and the renaming of the Company as Publishing Technology Ple  This move
1s designed to enable all three of Ingenta’s busimess umits to deliver growth 1in 2007 and particularly to enable
expanded sales of the ICD offerings

The circular highlighted the following strengths of the combination of Ingenta and Vista to create Publishing
Technology
o Providing opportumties to increase sales through cross-selling, particularly through Vista’s
ability to sell ICD’s products into 1t’s existing market place,
Strengthenming the management team of Ingenta by integration of the Vista management team,
o Creating critical mass both n terms of the range of products and services as well as the scale of
the combined businesses, and
e Obtaming cost savings from synergies and from reduction of duphcated functions and
duplicated acuivities
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The potential for our renamed and substantially expanded Company, Publishing Technology Plc 1s
considerable and gives us confidence in the future

Ma%ios\; N 7\04{

Charrman
2 Apnil 2007
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Chief Executive’s Review

Ingenta provides services for publishers of hugh value content, including market leading services in the areas
of content preparation and enhancement, website creation, marketing services, online distribution and access
management for subscriber controlled content Access management 1n particular requires sophisticated and
complex technical solutions for which Ingenta 1s a market leader The use of such technology 1s a pre-
requisite for publishers wishing to exploit new and evolving e-commerce opportunities and thus derive
incremental revenues from their digital content

Ingenta continues to generate over 9% of 1ts revenues from providing technology and marketing services to
publishers, with the remaining revenues coming from instituttons and end users of the Group’s services The
majonty of the Group's publisher revenues consist of recurring annual fees and long-term contracts derived
through the following three principal activities

IngentaConnect {www ingentaconnect com)

2006 saw IngentaConnect cement further 1ts position as a leader n uts sector, with over 10,000 research and
professional publication utles During the year, the site regularly saw over 20 million monthly user sessions
from around 20,000 institutions spread across 160 countries and at an availlability level 1n excess of 99 99%
In addition over 20,000 further titles are available for searching and dehvery through fax pay per view

IngentaConnect provides online access to the publications from over 265 publishers for those conducting
academic or scientific research worldwide During the year the Group saw 40 new publishers contract with
Ingenta With over 60 linking partners and a large number of search and discovery services pointing users
towards IngentaConnect, publishers gain access to a far wider audience for their content, beyond their
traditional individual subscriber bases

Engineering activites for IngentaConnect delivered a rolling programme of new services for publishers
including a market leading new facility for searchers on Google Scholar with IngentaConnect subscriptions
and also a major release 1n September 2006 which contained certain Web 2 O functionality dyDesign, 15 a
service through which publishers can add the extensive functionality of IngentaConnect to their own
websites, and 2006 saw the launch of the option for publishers to have an entire publication website
delivered on thewr own dedicated server allowing significant expanston 1n the level of customisatton Both
these services allow paid-up subscribers of a publication to download articles for free, or non-subscribers to
purchase individual articles online on a pay per view basis

In addition, Ingenta’s Heron service creates online student course packs and duning the period launched a
new product Pack Tracker which provides institutions administrative and operational management of course
pack creation across an entire institutton Through the Heron website, institutions can request digitisation,
copyright clearance and course pack distribution services Article pay per view through IngentaConnect and
Heron together generate royalty revenues of over £1m per annum for Ingenta’s publishers

Ingenta also now provides a small number of chargeable premium services, which are of direct benefit to
users of IngentaConnect There are three products in this area, including IngentaConnect Premium, an
enhanced package of user services available for a small additional fee and IngentaConnect Complete and
IngentaConnect InTouch, services designed for libranes Revenues from the IngentaConnect operation
compnise set up and annual fees, as well as revenue sharing, and they contributed 65% (2005 58%) of Group
turnover during the year

Information Commerce Division (ICD)

As with our IngentaConnect operation, the core of our proposition 1s a set of features enabling publishers to
define which kinds of user can access what content and under what licence terms When combined with
Ingenta’s ability to tailor and deliver branded web pages containing the client’s content, or facilities enabling
the clent to upload and update content within a website, these features are a key part of Ingenta’s
competitive advantage and are part of a product famuly, generally referred to as ICS  ICS also delivers both a
faster tume to market and an improved return on investment for publishers
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Ingenta’s ICD Group designs, bwilds, maintains and operates websites and provides ICS as a standalone
software product

Ingenta’s revenues from ICD are generated from initial and ongoing fees from the sale of software and also
from the integration into, and management of, pubhication websites Revenues from the ICS umit contributed
15% (2003 28%) of Group turnover for the year

Publishers Communication Group (PCG)

PCG provides specialised marketing and business development services to meet the needs of professional
and scholarly publishers

During the year, PCG also launched new Sales Representation services These enable a publisher in North
Amenca or Europe to benefit from the services of their own staff in additional geographies without the
burden of opemng an office, hinng or day to day management of staff In 2006 this activity enabled PCG to
enter into agreements with the American Society of Microbiology, CSIRQ and CABI to provide resources 1n
both North America and Europe

In 2006, PCG grew 1ts revenues by 25% (2005 219% reduction) Ingenta’s revenues in this area are largely
fee based and represented 20% (2005 149%) of Group turnover during the year

Outlook

The performance of both IngentaConnect and PCG 1n 2006 provides confidence they can contribute to
Publishing Technology in 2007 The strength of their products and the encouraging financial progress 1n
2006 place them 1n a strong position to add to forecast business growth going forward These may include
expansion of our established services into additional publisher markets and acquisitions of similar businesses
to increase the Group’s scale

The combination of our ICD activities into VISTA operations 1s already taking place and cross selling
activities are underway These activities enable us to plan a return on the investments made to date in these
ICD products and services

As outlined 1n the circular of 2 February 2007, the Board 15 confident that there will be considerable
opportumties for the Publishing Technology Group to increase revenues across 1ts core business streams

It 1s also expected that Publishing Technology will considerably improve its Group financial performance 1n
the current financial year from already 1dentified cost synergies We plan that the savings will come from a
reduction of the central Group functions including human resources, finance, IT support and product
development and, to a lesser extent, from synergies and savings in the service delivery teams

Simon Dessain
Chief Operating Officer (formerly Chief Executive)
2 Apnl 2007
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Financial Review
for the year ended 31 December 2006

Operating results

Tumnover for the year ended 31 December 2006 was £6 lm (2005 £6 6m)

Gross profit for the period was £4 5m (2005 £4 9m) and the gross margin was 74% (2005 75%)

Total operating costs 1n the year were £5 7m (2005 £56m) This resulted in a loss before tax of £1 3m
(2005 loss £0 6m) With the benefit of a tax credit of £0 3m (2005 £0 3m) the loss for the financial period
was £1 Om (2005 loss £0 3m)

Taxation

A tax credit of £0 3m (2005 £0 3m) was included in the results for 2006 relating to amounts recerved and
recervable under the Research and Development tax credit scheme The claim has been prepared on the same

basis as in prior years but 1s subject to HM Revenue and Customs approval

The Group has unutilised tax losses at 31 December 2006 1n the UK and the USA of £11 9m (2005 £11 Sm)
and $14 6m (2005 $14 5m) respectively

Shareholders’ returns and dividends

The Directors do not recommend the payment of a dividend (2005 £ml)

Balance sheet and cash

Shareholders’ deficit totalled £2 5m at the year end (2005 deficit £1 6m)

Cash outflow from operating activiies was reduced over the year to £0 5Sm (2005 outflow £1 Om)

At the vear end, net bank overdraft was £0 Im (2005 £0 3m net cash) Cash absorbed by operations or for
capital expenditure during the year amounted to £0 7m (2005 £1 im) A tax credit of £0 3m (2005 £0 5m)
n respect of Research and Development expenditure was received 1n the year

Treasury

The Group’s policy with regard to cash balances 1s to momtor short and medium term interest rates and to
place cash on deposit for periods that optimise nterest earned while maintaining sufficient funds to meet

day-to-day requirements

The Group operates in a business which has marked seasonality 1n cash flows This 1s expected to continue
and has been taken nte account 1n assessing the working capital requirements
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International Financial Reporting Standards

The London Stock Exchange has announced that AIM listed Groups will have to publish financial
information under Internanional Financial Reporting Standards (“IFRS™) for accounuing periods commencing
on or after 1 January 2007 Publishing Technology Plc expects to report under IFRS for the financial year
ending 31 December 2007, including the interim results for the half year to 30 June 2007

The process of evaluating the impact of the changes that will result, both 1n terms of the effect on the Group’s
results and its financial position, 15 underway

Simon Dessain
Chief Operating Officer (formerly Chief Executive)
2 April 2007
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Directors’ Report
for the year ended 31 December 2006

The Directors present therr report and the audited financial statements for the year ended
31 December 2006

Principal activity

The Group’s principal activities are the provision of 1nternet-based electronic hosting and delivery services and
marketing services for publishers of research matersal and others, and the dehvery of internet-based search and
access services for libranes and individual users of that material

Review of business and future developments

A review of the business, 1ts results, key performance indicators and future direction 15 included in the
Chairman’s Statement, the Chief Executive’s Review and the Financial Review and Corporate Governance

Results and dividends

The trading results for the year and the Group’s financial position at the end of the year are shown in the
attached Financial Statements

The Directors do not recommend the payment of a dividend (2005 £ml)
Directors

The Directors of the Company who held office during the year were
Executive directors

S J F Dessain, Chief Operating Officer

G Lossius, Chief Execunive Officer — Apponted 27 February 2007
A Moug, Chief Financial Officer — Appointed 27 February 2007
Non-Executive Directors

M C Rose, Charrman

M A Rowse

W E Shaw

The interests of Directors in the shares of the Company at 31 December 2006 are disclosed 1n the Directors’
Remuneration report

Corporate Governance

Details of Corporate Governance for the year to 31 December 2006 are disclosed in the Corporate
Governance Report

Research and development activities
The Group carries out research and development activities 1n connection with web delivery, access control and

linking technologtes All costs relating to these activities are written off to the profit and loss account as
mncurred The charge to the profit and loss account was £1 Om (2005 £1 2m)

-10-
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Substantial shareholdings

At 23 March 2007 the Company had been noufied of the following shareholders who are interested, directly
or indirectly, in three percent or more of the 1ssued share capital of the Company

Number of Percentage of

ordinary issued ordinary

1p shares share capital
Martyn Rose 91,965,293 15 4%
Cazenove Fund Management Limited 53,451,835 9 0%
Almandine LLC 39,660,493 6 7%
Alan Moug 36,414,628 6 1%
Spread Trustee Company Limited 36,339,808 61%
Brian Gibson 36,164,628 6 1%
George Lossius 36,164,628 6 1%
JM Finn-Private Clients 33,265,000 5 6%
Colin Bottle 29,510,460 4 9%
Mark Rowse 26,558,558 45%

Charitable and political contributions

The Group made no political or charitable contributions during the year (2005 £nii)

Creditor payment policy

The Group's payment policy 1s to negotiate with 1ts suppliers at the time they are engaged and to abide by the
terms agreed During the year ended 31 December 2006 the Group, on average, paid its trade creditors
within 130 days of receipt of a valid invoice (2005 73 days)

Financial risk management

Details of the Group's financial risks are given in the note 19

Employment policy

Group employees are regularly consulted by management and kept informed of matters affecung them and
the overall development of the Group The Group’s pohicy s to give disabled people full and fair
consideration for job vacancies, having due regard for their abilities and the safety of the individual In the
event of members of staff becoming disabled every effort 1s made to ensure that therr employment with the
Group continues and appropriate traiming 1s arranged

Post balance sheet events

On 27 February 2007 the Company held an Extraordinary General Meeung at whuch all resolutions were
passed to effect the acquisition of VISTA International Limited and to change Ingenta Pic’s name to
Publishing Technology Plc This 1s more fully described in the Circular to shareholders 1n respect of the

above dated 2 February 2007, a copy of which 1s available on request from the Company’s registered office

Grant Thornton UK LLP offer themselves for re-appointment as auditor i accordance with section 385 of
the Companies Act 1985

On behalf of the board

Director
2 Apnl 2007
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Corporate Governance

Publishing Technology Plc 1s an AIM Listed company and while the AIM rules do not require the Group to
comply with the combined code on Corporate Governance (“The Code™), the Group agrees with the principles
of The Code and adopts wherever size and resources permit

Board of Directors

Board meetings are scheduled to take place at least quarterly, with additional meetings to review and approve
sigmificant transactions The Board 1s provided with extensive Board papers, usually the week before each
Board meeting of which there were six 1n the year

The Company Secretary’s services are available to all members of the Board If required, the Directors are
entitled to take independent advice and 1f the Board 1s informed n advance, the Company will reimburse the
cost of the advice The appointment and removal of the Company Secretary 1s a decision for the Board as a
whole Following the Company’s EGM on 27 February 2007 Alan Moug, Chief Financial Officer of Publishing
Technology Plc assumed the role of Company Secretary

Non-executive Directors are appomted on a contract with a three month notice period and the Executive
Dhirectors are appointed on a contract with a twelve month notice period  All Durectors are subject to re-election
Each year, one third of the Directors are subject to re-election by rotation The Company does not combine the
role of Chairman and Chief Executive New Directors are subject to re-election at the first AGM after their
appointment At the year end, the Board comprised the Non-Executive Chairman, the Chief Executive and two
other non-executive Directors

Remuneration Committee

The Remuneration Committee 1s composed of two Non-Executive Directors M C Rose (Chairman) and W E
Shaw It 1s responsible for the terms and conditions and remuneration of the Executive Directors and senior
management The Remuneratton Committee may consult external agencies when ascertaining market salaries
The Chairman of the Remuneration Commuttee will be available at the AGM to answer any shareholder
questions

Audit Committee

The Audit Commuttee 1s compnised of two Non-Executive Directors M C Rose (Chairman) and W E Shaw It
monitors the adequacy of the Group’s 1nternal conirols and provides the opportunaty for the external auditor to
commurucate directly with the Non-Executive Directors The Audit Commuttee also ensures that external
auditors are independent via the segregation of aud:t related work from other accounting functions and measures
applicable fees with stmular auditors

Relations with shareholders

The Company gives ligh prionity to its communication with shareholders by means of an active investor
relations programme This 1s achieved through correspondence and extensive corporate wformation  In
addition, the Company visits 1ts main institutional investors on an ongoing basis and makes available to all
shareholders, free of charge, its Intenm and Annual Reports from the Company’s head office or via the Financial
Times Annual Report Service At the AGM the shareholders are given the opportunity to queshion members of
the Board The notice of the AGM 1s sent to shareholders at least 20 business days before the meeting

Internal controls
The Board of Directors acknowledges their responsibility for the Group's system of internal control, including
smtable momtoring procedures There are inherent limitations in any system of internal control and accordingly

even the most effective system can provide only reasonable, and not absolute, assurance with respect to the
preparation of financial information and the safeguarding of assets

-12-
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The Group’s control environment 15 the responsibility of the Group’s Directors and managers at all levels The
Group's orgamisational structure has clear hines of responsibility Operating and financial responsibility for
subsidiary companies 1s delegated to the operational management, including key nisk assessment Investment
policy, acquisition and disposal proposals and major capital expenditure are authorised and momtored by the
Board

The Group operates a comprehensive budgeting and financial reporting system and, as a matter of routine,
compares actual results with budgets, which are approved by the Board of Directors Managetnent accounts are
prepared for the Group on a monthly basis Matenal vartances from budget are thoroughly investigated 1In
addition updated forecasts are prepared, at least quarterly, to reflect actual performance and the revised outlook
for the year

The Board considered the usefulness of establishing an internal audit function and decided 1in view of the size of
the Group 1t was not cost-effective to estabhish  Thus will be kept under review

Functional reporting and Risk Management

The Directors and management have considered the nisks facing the business and these are assessed on an
ongoing basis A number of key risks including treasury management, capital expenditure, insurance, health
and safety and regulatory compliance come under the direct control of the Directors Risk assessment
includes review of potential mitigations and these are detailed 1n a risk assessment document The accounting
policies cover several key risks and these are included 1n the Notes

Gomg concern

The Board reviews trading forecasts and cash flows and examines these against available funding The
Board recognise the Group has suffered a loss for the year of £1 Om and has a net balance sheet deficit of
£2 5m These forecasts and cash flows are for the enlarged Group, including the acquisition of VISTA
International Limited which was completed on 27 February 2007 and include cost savings expected 10 be
made through synergies arising from combiming the two Groups  On completion of the acquisition of
VISTA, the Group’s overdraft facihty was increased to £1 1m by RBS the Group's bankers and the Group
successfully raised £1 5m (gross) through the placing of additional shares on 27 February 2007 As a result,
the Board has a reasonable expectation that the Group has sufficient resources to continue 1n operational
existence for the foreseeable future and thus continues to adopt the gong concern basis n the preparation of
these financial statements

Statement of Directors’ responsibilifies

The Directors are responsibte for preparing the annual report and the financial statements 1n accordance with
applicable law and regulations

Unmted Kingdom Company law requires the Directors to prepare Financial Statements for each financial year
Under that law the Directors have elected to prepare Financial Statements 1n accordance with United
Kingdom Accounting Standards (United Kingdom generally accepted accounting practice) The Financial
Statements are required by law to give a true and fair view of the state of affairs of the Company and of the
profit or loss of the Company for that period 1In preparing those financial statements, the Directors are
required to
¢ select swtable accounting policies and then apply them consistently,
s make judgements and estimates that are reasonable and prudent,
o prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that
the Group will continue 1n business, and
» slate whether apphicable United Kingdom Accounting Standards have been followed subject to any
material departures disclosed and explamned 1n the financial statements

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy
at any ume the financial position of the Company and enable them to ensure that the financial statements
comply with the Compames Act 1985 They are also responsible for safeguarding the assets of the Company
and hence for taking reasonable steps for the prevention and detection of fraud and other irregulanities

- 13-
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In so far as the directors are aware
o there 1s no relevant audit information of which the Company’s auditor 1s unaware, and
o the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditor 15 aware of that information

The Directors are responsible for the maintenance and integrity of the corporate and financial information
inctuded on the Company’s website Legislation in the United Kingdom governing the preparation and
dissemination of financtal statements may differ from legislation 1n other jurisdictions

On behalf of the Board

POV~ b

Martyn Rose
Chairman of the Audit Commuttee
2 Apnl 2007
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Directors’ Remuneration Report
for the year ended 31 December 2006

Information not subject to audit

The Remuneration Commuttee compnses M C Rose and W E Shaw who are non-executive Directors The
Remuneration Commuttee decides the remuneration policy that applies to executive Directors and senior
management The Remuneration Comnuttee meets regularly in order to consider and set the annual
remuneration for executive Directors, having regard to personal performance and industry remuneration rates
In determuning that policy, it considers a number of factors including

o the basic salaries and benefits avaslable to executive Directors of comparable companies,

o the need to attract and retain Directors of an appropnate calibre,

s the need to ensure executive Directors’ commutment o the success of the Group
Non-executive Directors are appointed on a contract with a three month notice peniod and may be awarded fees
in relation to the Board and Comrmuttee meetings attended Any fees awarded to non-Executive Directors are
determuned by the Board Non-executive Directors do not participate in the Company’s share option scheme

and do not recetve the benefit of pension contributions

The Group made contnbutions to externally admumstered defined contribution pension schemes for one
executive Dhrector

The interests of the Directors at 31 December 2006 1n the shares of the Company were as follows

Number of Number of
. Number of

deferred ordinary o ginary sharesof ~ defermed ordinary  n,per of ordinary

shares of 4p each 1p each shares of 4p each shares of 1p each

31 December 2006 31 December 2006 31 December 2005 31 December 2005

S JF Dessain 711,355 1,086,355 711,355 1,086,355
M C Rose 6,624,028 1,799,593 6,624,028 7,374,028
M A Rowse 13,308,558 14,058,558 13,308,558 14,058,558
W E Shaw 1 2,183,978 747,363 2,183,978 2,808,978

1'W E Shaw’s interests are by reason of his controlling shareholding 1n 966 Corporation Inc

In addition GM Lossius and AB Moug held 36,164,628 and 36,414,628 ordinary shares of 1p each respectively
on 27 February 2007, the date they were appointed as Directors

The interests of the other Directors at 27 February 2007 following the acquisition of VISTA International

Limited were for S J F Dessain 2,086,335, M C Rose 91,965,293, M A Rowse 26,558,558 and
W E Shaw 6,308,978
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Directors’ remuneration

Sums paid
to a third
Salary party for
and Director's Pension 2006 2005
fees Benefits services  contributions Total Total
£'000 £000 £'000 £000 £°000 £°000
Executive
S JF Dessain 111 8 - 21 140 139
Non-Executive
M C Rose - - 64 - 64 58
M A Rowse - - 28 - 28 68
W E Shaw - - 12 - 12 11
111 8 104 21 244 276

The Directors did not recerve, nor are they due, a bonus payment for the year ended 31 December 2006

(2005 £ml)

Directors’ interests

Under the terms of an HM Revenue & Customs approved option scheme and an executive option scheme, the
Durectors at 31 December 2006 had an interest in options over ordinary shares of 1p each of the Company, as

follows
Number of
options Exercised 31 Date from
1 January granted in Lapsed in inthe December Exercise which Expiry
2006 the period the period period 2006 price (p)  exercisable date
11 December 11 December
S J F Dessamn 375,000 - - - 375,000 875 2002 2007
23 January 23 January
S J F Dessain 300,000 - - - 300,000 950 2004 2014
26 January 26 January
SJF Dessain 1,500,000 - - 1,500,000 500 2005 2015

Gains made by Directors on share options

No share options were exercised during 2006 (2005 £ml)

The market price of the Company’s shares at the end of the financial pertod was 1 25p and the range of market

prices during the year was between 0 75p and 2 3p

On behalf of the Remuneration Comrnittee

Martyn Rose
Chairman
2 Apnl 2007
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REPORT OF THE INDEPENDENT AUDITOR TO THE
MEMBERS OF PUBLISHING TECHNOLOGY PLC

We have auduted the Group and parent Company financial statements (the "financial statements™) of
Publishing Technology Plc (formerly Ingenta Pic) for the year ended 31 December 2006 which comprise the
consolidated profit and loss account, the consalidated statement of total recognised gains and losses, the
consolidated balance sheet, the Company balance sheet, the consolhidated cash flow statement, and notes 1 to
32 These financial statements have been prepared under the accounting policies set out therein

Thus report 1s made solely to the Company’s members, as a body, 1n accordance with Section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we might state to the Company’s members
those matters we are required to state to them n 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 Company and the
Company’s members as a body, for our audit work, for this report, or for the opimons we have formed

Respective responsibilities of Directors and auditor

The Directors' responsibtlities for preparing the Annual Report and the financial statements 1n accordance
with United Kingdom law and Accounting Standards (United Kingdom Generally Accepted Accounting
Practice) are set out in the Statement of Directors' Responsibilities

Our responsibiiity 15 to audit the financial statements 1n accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared 1n accordance with the Companies Act 1985 We also report to you whether 11 our opimion the
information given 1 the Directors’ report 1s consistent with the financial statements

In addition we report to you if, 1n our opinion, the Company has not kept proper accounting records, if we
have not recerved all the information and explanations we require for our audit, or if information specified by
law regarding Directors’ remuneration and other transactions 1s not disclosed

We read other information contained 1n the Annual Report and consider whether 1t 1s consistent with the
audited financial statements This other information comprnises only the 2006 Highlights, the Business
Overview, the Chairman's Statement, the Chief Executive's Review, the Financial Review, the Directors’
Report, the Corporate Governance Statement, and the Directors’ Remuneration Report  We consider the
implications for our report 1f we become aware of any apparent misstatements or materal 1nconsistencies
with the financial statements Our responsibilities do not extend to any other informanon

Basis of audit opinion

We conducted our audit 1n accordance with International Standards on Auditing (UK and Ireland) 1ssued by
the Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures 1n the financial statements It also includes an assessment of the sigmificant estimates
and judgments made by the Directors 1n the preparation of the financial statements, and of whether the
accounting policies are appropnate to the Group's and Company'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 1n order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from matenal misstatement, whether caused by fraud or other irregulanty or
error In forming our opimon we also evaluated the overall adequacy of the presentaton of information in the
financial statements
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Opinion

In our opinion
+ the financial statements give a true and fair view, in accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the Group’s and the parent Company’s affairs as at 31
December 2006 and of the Group’s loss for the year then ended,
» the financial statements have been properly prepared 1n accordance with the Compames Act 1985,
and
s the information given in the Directors’ Report 1s consistent with the financial statements

Mooz, U WS

GRANT THORNTON UK LLP
REGISTERED AUDITORS
CHARTERED ACCOUNTANTS
OXFORD

2 Apnl 2007
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Publishing Technology Plc (formerly Ingenta Plc)

Consolidated Profit and Loss Account
for the year ended 31 December 2006

Notes 2006 2005
£'000 £000
Turnover 2 6,067 6,598
Cost of sales (1,601) (1,657)
Gross profit 4,466 4,941
Administrative expenses 3 (5,743) (5,557)
Operating loss 8 a1,2mn (616}
Interest receivable and sumular income 6 - 5
Interest payable and similar charges 7 (27) C))
Loss on ordinary activities before taxation 2 (1,304) (615)
Tax on loss on ordinary activities 10 283 304
Loss for the financial period 23 (1,021) (311)
Loss per share
- basic and diluted 12 (0.5)p (0 2)p

All activities are classified as continuing

The accompanying notes form part of these financial statements
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Publishing Technology Plc (formerly Ingenta Plc)

Consolidated Statement of Total Recognised Gains and Losses
for the year ended 31 December 2006

2006 2005

Notes £'000 £000

Loss for the financial year (1,021) (311)

Currency translation differences on foreign currency net 23 104 (128)
investments

Total recogmsed losses for the year 917N (439)

The accompanying notes form part of these financial statements
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Consolidated Balance Sheet

31 December 31 December
2006 2005
Notes £'006 £000 £'000 £'000
Fixed assets
Tangible assets 13 209 210
Investments 14 103 221
312 431
Current assets
Stock and work 1n progress 15 7 7
Debtors 16 1,839 2,321
Cash at bank and 1n hand 542 567
2,388 2,895

Creditors - amounts falling due
within one year
Deferred income (1,559) (1,904)
Other creditors 17 (3,501) (2.915)

(5,060) (4.819)
Net current liabilities (2,672) (1.924)
Total assets less current habilities (2,360) (1,493)
Creditors - amounts fallng due
after more than one year 18 (1) (4)
Provisions for liabilities and charges 20 (160) (124)
Net habilities (2,521) {1,621}
Capital and reserves
Called up share capital 21 7,510 7,510
Share premium account 23 20,955 20,955
Merger reserve 23 11,056 11,056
Reverse acquisition reserve 23 12,679 12,679
Share options reserve 23 17 -
Profit and loss account deficit 23 (54,738) (53.821)
Shareholders’ deficit 24 (2,521 (1.621)

The financial statements were approved by the board of Directors on 2 April 2007 and were signed on its behalf

MM\Q N Noa

Martyn Rose

by

Simon Dessain
Director

The accompanying notes form part of these financial statements
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Company Balance Sheet

31 December 31 December
2006 2005
Note £'000 £000 £000 £000
Fixed assets
Investments 14 - -
Current assets
Debtors 16 668 110
Cash at bank and in hand - 8
668 118
Creditors - amounts falling due within
one year
Deferred income - (292)
Other creditors 17 (1,551) (869)
(1,551) (1.161)
Net current liabilities (383) {1,043}
Total assets less current hiabilities (883) (1,043)
Net liabilities (883) (1.043)
Capital and reserves
Called up share capital 21 7,510 7,510
Share premium account 23 20,955 20,955
Profit and loss account deficit 23 (29.348) {29.508)
Shareholders’ deficit (883) (1,043

The financial statements were approved by the board of Directors on 2 April 2007 and were signed on its behalf

by .

\ \LWN M\ o~ VS n Yot
Simon Dessain Martyn Rose
Director Chairman

The accompanying notes form part of these financial statemenis
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Publishing Technology Plc (formerly Ingenta Plc)

Consolidated Cash Flow Statement

for the year ended 31 December 2006

Notes 2006 2005
£°000 £°000

Net cash outflow from operating activities 25 (539) (998)
Returns on investments and servicing of
finance
Interest received - 5
Interest paid on bank overdraft {26) 4
Interest paid on finance leases (1 -
Net cash (outflow)/inflow from returns on
investments and servicing of finance 27) 1
Taxation 288 489
Capital expenditure and financial investment
Purchase of tangible fixed assets (115) 54
Net cash outflow from capital expenditure and
financial investment (115) (54)
Acquisitions
Deferred consideration (9) )
Net cash cutflow from acguisitions 9 0
Management of liqguid resources
Sale of short term deposits - 680
Net cash inflow from management of hquid
resources - 680
Cash (outflow)/inflow before financing (402) 111
Financing
Repayment of principal under finance leases 3) )
Cash outflow from financing 3 €))
(Decrease)/increase in cash in the period 26 (405) 110

The accompanying notes form part of these financial statements
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Publishing Technology Plc (formerly Ingenta Plc)

Notes to the Financial Statements
for the year ended 31 December 2006

1 Principal accounting policies

These financial statements have been prepared under the histoncal cost convention and are 1n accordance with
the Companies Act 1985 and applicable accounting standards, except as noted below 1n respect of the true and
fair overnide 1involved in adopting reverse acquisition accounting

The Group’s principle accounting policies have remained unchanged from the previous year, apart from the
adoption of FRS 20 ‘Share-Based Payments® Previously the Group accounted for awards under employee share
schermes under UITF Abstract 17, whereby the value of the award was based on its intnnsic value at grant date
However, FRS 20 requires the fair value of equity-settled Share-Based Payments to be determuned at the date of
grant and 1s recognised on a straight line basis over the vesting period based on the Group’s estimated number of
options that will eventually vest The adoption of FRS 20 has resulted 1n a charge to the profit and loss account
of £17,000 The comparative figure and reserves have not been restated as the effect 1s immatenal

Going concern

The financial statements have been prepared on the going concern basis The Board reviews trading
forecasts and cash flows and examines these against available funding The Board recognise the Group has
suffered a loss for the year of £1 Om and has a net balance sheet deficit of £2 5Sm These forecasts and cash
flows are for the enlarged Group, including the acquisition of VISTA International Limited which was
completed on 27 February 2007 and include cost savings expected 10 be made through synergies ansing from
combinung the two Groups On completion of the acquisition of VISTA, the Group’s overdraft facility was
mcreased to £1 lm by RBS the Group's bankers and the Group successfully raised £1 5m (gross) through the
placing of additional shares on 27 February 2007  As a result, the Board has a reasonable expectanon that
the Group has sufficient resources to continue tn operational existence for the foreseeable future and thus
continues to adopt the gong concern basis 1n the preparation of these financial statements

Basis of consolidation

The consolidated accounts compnse the accounts of Ingenta Plc, the Company, and all its subsidiary
undertakings made up to 31 December 2006 The results of subsidiaries acquired are included in the
Consohdated Profit and Loss account from the date control passes Intra-Group balances are elimnated fully on
consohdation

On acquisition of a subsidiary, all of the subsidiary’s assets and habilities that exist at the date of acquisition are
recorded at their fair values reflecting their condition at that date  All changes to these assets and habilibes and
resulting gains and losses that anse after the Group has gained control of the subsidiary, are charged to the post
acquisition profit and loss account

With effect from 25 May 2000 the Company, then named Delyn Group Plc, became the legal parent of Ingenta
UK Limted and 1ts subsidiary undertakings in a predormnantly share-for-share transaction However, certain
shareholders elected to receive a total cash alternative of £3,711,305 nstead of shares in Delyn Group Plc
Because of the relative values of the companies, the former Ingenta UK Limuted shareholders became the
majority shareholders of the enlarged Group The substance of the combinanon was that Ingenta UK Limiuted
acquired Delyn Group Plc via a reverse acquistion  Subsequent to the combination, Delyn Group Plc changed
115 name to Ingenta Pl
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Under the specific requirements of the Companies Act 1985 (the ‘Act’) and FRS 6 — ‘Acquisitions and
Mergers’, it was necessary for the Company’s conschdated accounts to follow the legal form of the business
combination In that case, the pre-combination results of the Group were those of Delyn Group Plc and 1its
previously existing subsidiaries with the assets and liabilities of Ingenta UK Limuted brought in at fair vatue
from the date of acquisitton This approach portrayed the combination as an acquisition of Ingenta UK Limited
by Delyn Group Plc In the opimon of the Directors, this treatment failed to give a true and far view of the
substance of the combimmation and hence present a distorted picture of the Group, its results and financial
posiiion  The substance of the combination was that Ingenta UK Limited acquired Delyn Group Plc
Accordingly, the Directors departed from the requirements of the Act and UK GAAP and adopted reverse
acquisition accounting in order to present accounts, which give a true and fair view

At the time of first reporting this business combination, in invoking the true and fair overnde, the Directors note
that reverse acquisition accounting as descnibed above was endorsed by the International Accounting Standards
Board and that the Urgent Issues Task Force of the UK’s Accounting Standards Board had concluded that there
were 1nstances where 1t was right and proper to invoke the override 1in such a way The effects on the
consolidated financial staternents as a result of adopting reverse acquisition accounting are widespread For
example, goodwill ansing on consolidation under the standard method of acquisition accounting would be the
difference between the fair value of consideration given to acquire the Ingenta UK Limited Group and the
aggregate of the fair values of idenufiable assets and habilihies acquired

Tangible fixed assets
Fixed assets are recorded at cost
Depreciation 1s calculated so as to write off the cost of tangible fixed assets less their estimated residual value on

a straight-line basis over the expected useful economic hives of the assets The principal rates used for this
purpose are

Leasehold improvements 10%
Computer equipment 33%
Fixtures, fittings and equipment 20%
Motor vehicles 25%

Stock and work 1n progress

Stocks and work 1n progress are stated at the lower of cost and net realisable value
Fixed asset investments

Fixed asset investments are carried at cost less any provision made for impairment
Finance and operating leases

Costs 1n respect of operating leases are charged on a straight-line basis over the lease term  Where fixed assets
are financed by leasing agreements which transfer to the Group substantially all the benefits and nisks of
ownership, the assets are treated as if they had been purchased outright and are included in tangible fixed assets
The capital element of the leasing commutments 1s shown as obligations under finance leases The lease rentals
are treated as consisting of capital and interest elements The capital element 1s applied to reduce the
outstanding obhgations and the interest element 1s charged against profit in proportion to the reducing capital
element outstanding using the sum of digits method Assets held under finance leases are depreciated over the
shorter of the lease terms and the useful economrc lives of equivalent owned assets

Foreign currencies
Monetary assets and habihties in foreign currencies are translated mto sterling at the rates of exchange ruling at
the end of the financial year Transactions 1 foreign currencies are translated into sterling at the rates of

exchange ruling at the date of the transaction All such foreign exchange differences are taken to the profit and
loss account in the year tn which they anse
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Assets and liabihties of subsidianes 1n foreign currencies are translated at rates of exchange ruling at the balance
sheet date and the results of foreign subsidiaries are translated at the rates ruling at the date of the transaction
The exchange differences ansing on the retranslation of opening net investment 1n subsidiary companies, and
from the retranslation of the results of those companies at average rate, are taken to reserves and are reported n
the consolidated statement of total recogmised gains and losses

Turnover

Turnover, which excludes value added tax, sales between Group compares and trade discounts, 1s recognised as
follows

Website and software design, development and implementation services

Revenue recerved from these activities are recognised 1n accordance with FRS 5 ‘Reporting the Substance of
Transactions’ when performance of the contract gives rise to the right to consideration Revenue relating to
either royalty agreements or revenue sharing arrangements 1s recognised over the term of the contract and 1n
line with performance of the contractual obligation

Content processing, hosting and marketing services

Revenues from the processing of e-journal content are recogrised 1n accordance with the peniod to which they
relate Revenue from other services 1s recognised upon the work being completed Ongoing service fees are
recogmsed over the hife of the relevant agreements Revenue collected or billed 1n advance of such services
being performed 1s recorded as deferred income and recogmised over the contract period User services income
(including deposit account charges) 1s recogmsed over the period to which the services relate with revenue
collected or billed in advance of such services being performed, recorded as deferred income

Document sales

Revenues from documents delivered under pay-per-view access and clearance and digitisation services are
recognised on despatch/delivery of the documents

Mulu-element arrangements

The Group has certain products that are sold as multi-element arrangements Revenue 1s recognised when each
element 1s delivered to the customer based upon the fair value of each product element

Long-term contracts

Turnover on long term contracts 1s recognised according to the stage reached m the contract by reference to the
value of work done A prudent estimate of the profit attributable to work completed 15 recogmised once the
outcome of the contract can be assessed with reasonable certainty The amount by which turnover exceeds
payments on account 1S shown under debtors as amounts recoverable on contracts The costs on long-term
contracts not yet taken to the profit and loss account less related foreseeable losses and payments on account are
shown 1n work 1n progress as long term contract balances

Financial instruments

The Group's financial instruments comprise cash and liqud resources together with debtors and creditors that
arise directly from its operations Cash for the purpose of the cash flow statement, comprises cash 1n hand,
bank overdrafts and short term deposits repayable on demand

The Group does not enter into derivauve or hedging transacttons It has been, throughout the period under
review, the Group's policy that no trading 1n financial instruments shall be undertaken When applicable, the
Group places the majority of its cash on short-term deposit ' The Group’s objective 15 to minimise the risk of loss
by limiting the Group's credit exposure to quality institutions maintaining a very high credit raung  The marmn
risks ansing from the Group's financial instruments are nterest rate risk and foreign currency tisk  Numerical
disclosures relating to these risks are given 1n note 19
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The Group’s policy 1n relation to interest rate risk 1s to morutor short and medium term 1nterest rates and to place
cash on deposit for penods that optumuse the amount of interest earned while maintaiming access to sufficient
funds to meet day to day cash requirements

Cost of sales

Cost of sales consists of document royalty costs and document delivery costs together with staff costs directly
relating to the provision of relevant services

Pension costs

The Group makes contnbutions into individual employees’ personal pension plans on a defined contribution
basis The pension charge m the period represents the contributions payable into these plans The Group
provides no other post retirement benefits to its employees

Deferred taxation

Provision 1s made for deferred taxation, using the full provision method, on all material uming differences
Deferred taxation has been recogmsed as a habihty or asset if transactions have occurred at the balance sheet
date that give nse to an obligation te pay more taxation in the future, or a right to pay less taxation 1n the future
An asset 1s not recognised to the extent that the transfer of economic benefits 1n the future 15 uncertain

Share based payments

In accordance with FRS 20, the fair value of equity-settled share-based payments to employees 1s determined at
the date of grant and 15 recogmised on a straight line basts over the vesting period based on the Group’s estimate
of options that will eventually vest Further details are set out in note 9

Research and development

Expenditure on research and development 1s written off to the profit and loss account as incurred

Liquid resources

Cash held on short-term deposit 1s included within cash
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2 Segmental reporting

The Group’s turnover and loss on ordinary activities before taxation are derved entirely from its principal
activities as set out 1n the business overview

The analysis of turnover by geographical area and principal business activities, and of loss on ordinary
activittes before taxation and net assets / (llabilities) by geographicat area 1s set out below The analysis of
loss on ordinary activities before taxation and net assets / (habilities) by principal business activities 1s not
shown as the Directors believe that such disclosure would be prejudicial to the interests of the business

Sales by Sales by
destination Sales by origin destination Sales by origin
2006 2006 2005 2005
Turnover £°000 £°000 £000 £000
United Kingdom 2,719 3,490 3,113 4,109
USA 2,380 2,577 2,538 2,489
Rest of World 908 - 947 -
Total 6,067 6,067 6.598 6,598
Ingenta Connect 3,961 3,828
Information Commerce Division 923 1,826
Publishers Communication Group 1,183 944
Total 6,067 6.598
Loss on ordinary activity 2006 2005
hefore taxation £°000 £°000
United Kingdom (1,386) (697
USA 82 82
Total (1,304} (615)
2006 2005
£°000 £000
Net liabilities
United Kingdom (348) (745)
USA (2.173) (876)
Total (2,521) (1,621)
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3 Administrative costs

2006 2005
£2000 £000
Adminstrative costs
Technical services 1,068 1,130
Software development 1,220 1,229
Depreciation of tangible fixed assets 89 252
Sales and marketing expenses 1,716 1,621
Other administration costs 1,384 1,394
5,477 5,626
Exceptional items
- reduction 1n deferred constderation 9 (69)
- impairment of fixed asset investments 97 -
- reorganisation costs 160 -
5,743 5,557

A provision for reorgamsation costs 1n relation to the closure of the office 1n Providence, USA has been
made at 31 December 2006 (note 20)

A provision for impairment has been made to write down trade investments to their recoverable value at
31 December 2006 (note 14)

4 Directors’ emoluments

2006 2005

£'000 £'000

Aggregate emoluments 119 129
Pension contributions to money purchase schemes 21 21
Compensation for loss of office - 50
Sums paid to a third party for the services of Directors 104 76
244 276

Retirement benefits are accruing to one executive director (2005 one) under a money purchase pension scheme

Emoluments payable to the highest paid director are as follows

2000 2005

£7000 £'000

Aggregate emoluments 119 118
Pension contributions to money purchase schemes 21 21
140 139

The detailed numerical analysts of Directors’ remuneration and share options 1s included in the audited section
of the Directors’ remuneration report and forms part of these financial statements
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5 Employee information

The average monthly number of persons (including executive Directors) employed by the Group during the year
was

2006 2005
By activity Number Number
Technical services 25 28
Software development 23 31
Sales and marketing 29 26
Admnistration 8 8
85 93
2006 2005
Staff costs (for the above persons) £°000 £'000
Wages and salaries 2,984 3,347
Social security costs 298 448
Pension costs 300 278
3,582 4.073

6 Interest receivable and similar income
2006 2005
£2000 £'000
Bank interest receivable - S

7 Interest payable and similar charges

2006 2005
£000 £000
Interest payable on bank overdraft 26 4
Finance leases 1 -
27 4
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8 Operating loss

2006 2005

£000 £000
Operating loss 1s stated after charging
Depreciation charge for the period on tangible fixed assets
- owned assets 87 251
- leased assets 2 1
Loss on disposal of fixed assets 21 -
Fees payable to the Company’s Auditor for the audit of the Company’s
financial statements 20 20
Fees payable to the Company’s Auditor for other services
- the audit of the Company’s subsidiaries pursuant to legislation 42 46
- tax services 11 8
- other services 1 3
Research and development 1,124 1,212
Operating lease charges
- plant and machinery 2 3
- land and buildings 181 411

9 Share based payments

Share options subject 1o equity-settled share-based payments are set out 1n note 22 Equity-settled share-based
payments are measured at fair value at the date of grant The fair value as determuned at the grant date of the
equity-settled share-based payments 1s expensed over the vesting penod, based on the Group's estimate of shares
that will eventually vest and adjusted for the effect of non-market based vesting conditions Application of the
fair value measurement results 1n a charge to admunistrative expenses for the year ending 31 December 2006 of
£17,000 (2005 ml)

10  Tax on loss on ordinary activities

2006 2005
£°000 £000
UK corporation tax on the results for the year at 30% (2005 30%) - -
Current period research and development tax receivable 245 250
Adjustment in respect of prior year research and development tax credit 38 54
Total current tax 283 304

The Group has unutilised tax losses in the UK and the USA of £11 9m (2005 £11 5m) and
$14 6m (2005 $14 5m) respectively available to set-off against future trading profits 1n those regions These
have yet to be agreed with the tax authornues
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The differences between the tax charge and the standard rate of corporation tax are explained below

2006 2005

£000 £7000
Loss on ordinary acuvities before tax (1,304) (615)
Loss on ordinary activities multiplied by the standard rate of
corporation tax 1n the UK of 30% (2004 30%) (391) (185)
Effects of
Permanent differences 32 3
Deferred tax movement not recognised 52 {178)
Tax losses surrendered for research and development 307 360
Research and development tax credit 245 250
Adjustment 1n respect of prior year research and development tax
credit 38 54
Total current tax 283 304

11  Result for the financial year

As permitted by section 230 of the Companies Act 1985, the parent Company’s profit and loss account has not
been included in these financial statements The parent Company’s profit for the period was £160,000
(2005 £5,957,000 loss)

12 Loss per share

The basic loss per share has been calculated by dividing the loss for the financial period by the weighted average
number of ordinary shares of 186,207,420 (2005 186,207,420 ) in 1ssue during the pertod The Company had
no dilutive ordinary shares 1n erther period which would serve to increase the loss per ordinary share and there 15
therefore no difference between the loss per ordinary share and the diluted loss per ordinary share
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13  Tangible fixed assets

Fixtures,
Leasehold Computer fittings and Motor

Group improvements equipment equipment vehicles Total

£°000 £°000 £°000 £000 £000
Cost
At 1 January 2006 403 3,031 481 14 3,929
Additions 72 25 18 - 115
Disposals (104) (151) (19) - (274)
Exchange adjustments - (121) (30) - (151)
At 31 December 2006 37 2,784 450 14 3.619
Depreciation
At 1 January 2006 321 2,941 443 14 3,719
Charge for the year 20 42 27 - g9
Disposals (83) (151) (19) - (253)
Exchange adjustments - (117) (28) - (145)
At 31 December 2006 258 2,715 423 14 3410
Net book value
At 31 December 2006 113 69 27 - 209
At 31 December 2005 82 S0 38 - 210

The net book value of tangible fixed assets mncludes an amount of £4,000 (2005 £7,000) in respect of assets
held under finance leases

The Company did not hold any tangible fixed assets during the year ended 31 December 2006 (2005 mil)
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14  Fixed asset investments

Trade
Group Investments
£000
Cost
At 1 January 2006 221
Exchange adjustments 2D
At 31 December 2006 200
Net book value
Provision for impairment (97)
At 31 December 2006 103
At 3] December 2005 221

A provision for impairment has been made to write down trade investments to their recoverable value

Shares in Loans to
subsidiary subsidiary
Company undertakings  undertakings Total
£'000 £'000 £000
Cost
At 1 January 2006 and 3! December 2006 12,749 14,092 26,841
Provision for impairment
At 1 January 2006 and 31 December 2006 12,749 14,092 26,841

Net book value at 31 December 2005 and 31

December 2006 - - -
Group
Details of subsidiary undertakings, which have all been consolidated 1n these financial statements, are as
follows
Proportion
Description of nominal value of
Country of of issued shares held Nature of
Name of undertaking incorporation  shares held by the business
Group _ Company
Ingenta UK Limited England and Ordinary - 100% Online
Wales publications
SETVICE
CatchWord Limited England and Ordinary - 100% Online
Wales Preference - 100% publications
SErvice
Ingenta Inc USA Ordinary 100% - Online
publications
SErvice
UnCover Inc USA Ordinary 100% - Online
publications
SErvice
PCG Inc USA Ordinary 100% - Marketing
Consultangy
Ingenta US Holdings Ing USA Ordinary - 100% Holding
Company
BIDS Limuted England and Ordinary 100% - Dormant
Wales
Panorama Homes Limited England and Ordinary - 100% Non-trading
Wales
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15  Stock and work in progress

Group Company
2006 2005 2006 2005
£'000 £000 £'000 £000
Work in progress 7 7 - -
16 Debtors
Group Company
2006 2005 2006 2005
£'000 £000 £'000 £'000
Trade debtors 1,457 1,637 - -
Amounts owed by Group undertakings - - 664 -
Corporation tax 245 250 - -
Other debtors 75 182 1 27
Prepavments and accrued income 62 252 3 83
1.839 2,321 668 110

The corporation tax debtor relates to a Research and Development tax credat

17  Other creditors - amounts falling due within one year

Group Company
2006 2005 2006 2005
£'000 £'000 £'000 £000
Bank overdraft 634 254 - -
Trade creditors 1,293 932 94 64
Amounts owed to Group undertakings - - 1,375 729
Other taxation and social security 389 319 - -
Finance leases 2 2 - -
Other creditors 24 - - -
Accruals 364 419 82 76
Customer deposits 795 980 - -
Deferred consideration for acquisitions - 9 - -
3,501 2915 1,551 B69

The bank overdraft 1s secured by a fixed and floating charge over the Group’s assets, bears interest at 2 25%
over the London Inter Bank Offer Rate (LIBOR) and 1s repayable on demand

At 31 December 2006, the unutilised net bank overdraft facility was £457,000 and 1s subject to annual

review The Group’s bankers recognise the seasonal nature of the Group’s cash flows and supported the
Group though 1t was 1n technical breach of covenant terms attached to the facility
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18  Other creditors - amounts falling due after more than one year

Group Company
2006 2005 2006 2005
£'000 £000 £'000 £'000
Finance leases 1 4 - -
1 4 - -

An analysis of the maturity of finance lease obhigations 1s given 1n note 19
19  Financial instruments

Details of the Group’s objectives with respect to financial 1nstruments are given 1n note | to the financial
statements There have been no sigmficant changes 1n these objectives from the prior year and before the
approval of the financial statements The numerical disclosures in this note deal with the financial assets and
liatnlitres defined in FRS 25 as financial instruments

Liquidity risk

The Group seeks to manage financial nisk by ensunng sufficient liquidity 1s available to meet foreseeable
needs and to invest cash assets safely and profitably

Short-term debtors and creditors

Except with respect to disclosures regarding currency nisk, short-term debtors and creditors have been
excluded from the disclosures

Credit risk
The Group's credit nisk 15 primanly attnibutable to its trade debtors The amounts shown in the balance sheet
are net of any allowances for doubtful debts estimated by the directors The Group has no significant

concentration of credit nisk, with exposure spread over a large number of customers

Interest rate risk profile of financial liabilities

Floating rate Fixed rate Total Floating rate Fixed rate Total

2006 2006 2006 2005 2005 2005

£'000 £'000 £'000 £000 £'000 £000

Overdraft 634 - 634 254 - 254
US Dollar finance leases - 3 3 - 6 6
Total 634 3 637 254 6 260

The finance leases had a weighted average annualised rate of interest of 13% (2005 13%)
The overdraft has a weighted average annualised rate of interest of 7 38% (2005 S 71%)
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Maturity of financial liabilities

The Group has undrawn commtted overdraft facility of £457,000 available at 31 December 2006
Subsequent to the year end the Group overdraft facility was increased to £1,100,000

The matunty profile of the carrying amount of the Group's financial liabilities, other than short-term
creditors, was as follows

Other QOther
Finance financial Finance financial
Overdraft leases liabilities Total Overdraft leases liabilities Total
Group 2006 2006 2006 2006 2005 2005 2005 2005
£000 £000 £000 £'000 £000 £000 £000 £'000
Within
one year 634 2 - 636 254 2 9 265
One to
Iwo years - 1 - 1 - 4 - 4

634 3 - 637 254 6 9 269

Interest rate risk profile of financial assets

During the year there were no excess cash balances that attracted interest other than for immedate access
Currency exposures

The Group has three principal functional currencies, sterling, US dollars and Euros The table below shows

the extent to which the Group operations have net monetary assets in currencies other sterhng Foreign
exchange differences on re-translation of these net assets are charged to the profit and loss account

US dollars Euros Total US dollars Euros Total
Group 2006 2006 2006 2005 2005 2005
£°000 £000 £000 £000 £°000 £7000
Functional currency
of Group operation
Sterling 234 73 307 67 1 68

Famr value

The Directors consider that the fair values of the financial instruments of Ingenta Plc are not significantly
different from their book value
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20  Provision for liabilities and charges

Vacant

Group Onerous lease Reorganisation property Total

£000 £°000 £000 £000
Cost
At 1 January 2006 91 - 33 124
Utihised (91) - 33 (124)
Provided 63 97 - 160
At 31 December 2006 63 97 - 160

The provisions for the onerous lease and reorganisation cost are 1n respect of the planned closure of the office in

Providence in the forthcoming financial year
Deferred taxation

Deferred taxation not recogmsed 1s as follows

Amount not recognised

Group 2006 2005
£'000 £'000
Tax effect of iming differences
Excess of depreciation over capital
allowances (339) (423)
Losses (3.593) (3.,494)
(3.927) (3.917)
Amount not recognised
Company 2006 2005
£'000 £000
Tax effect of uming differences
Excess of depreciation over capital
allowances {138) (151)
(138) (151)

A deferred tax asset has not been recogmsed 1n respect of these losses or accelerated capital allowances due to

there being insufficient certainty regarding 1ts recovery
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21  Called up share capital

Company 2006 2005
£000 £000

Authorised

335,170,320 ordinary shares of 1p each 3,352 3,352

141,207 420 deferred ordinary shares of 4p each 5,648 5,648
9,000 9.000

Allotted and called up and paid up

186,207,420 ordinary shares of 1p each 1,862 1,862

141.207.420 deferred ordinary shares of 4p each 5,648 5648
7,510 7510

Share issues
No shares were 1ssuved 1n the year
Authorised share capital

The authorised share capital of the Company 1s £9,000,000 divided into 335,170,320 ordinary shares of 1p
each and 141,207,420 deferred shares of 4p each

Rights of deferred ordinary shareholders
The deferred shares of 4p each shall not entitle the holder to receive notice or attend or vote at any general
meeting of the Company Upon return of capital (whether on winding up or otherwise) the repayment of the

amount paid up on such deferred shares will only be repaid after repayment of the capital paid up on the
ordinary shares together with payment of £10,000,000 on each ordinary share
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22 Share options

The Company has an Approved and an Executive option scheme The Executive option scheme relates to
options granted to certain Directors and Senior Management The Approved option scheme 1s an HM Revenue
& Customs approved scheme available to eligible Directors and employees The total number of options
outstanding over ordinary shares of 1p each that had been granted and had not lapsed at 31 December 2006 were

as follows

Number of shares Exercise price p Grant date Expiry date
52,740 14 00 15 March 19991 15 March 2009
7.155 14 00 30 July 1999 30 July 2009
17,172 7000 23 December 1999 ¢ 23 December 2009
72,981 7000 4 January 2000 ! 4 January 2010
31,429 28000 1 August 2000 ! I August 2010
1,785 28000 13 November 20001 13 November 2010
102,647 111 00 12 October 20011 12 October 2011
375,000 875 11 December 2002° 11 December 2007
530,000 525 21 January 20031 21 January 2013
30,000 1175 30 June 2003t 30 June 2013
427,495 950 21 January 2004 21 January 2014
10,000 500 2 August 2004 2 August 2014
10,000 325 22 November 2004 22 November 2014
1,500,000 500 25 January 2005 25 January 2015
600,000 277 31 May 2005 31 May 2015
790,000 195 4 QOctober 2005 4 October 2015
100,000 2 157 30 March 20061 30 March 2016
400,000 2 150 30 March 2006! 30 March 2016
800,000 216 30March 2006 30 March 2016

6,058,404

' The options are exercisable from the first, second and third anmversanes from the date of grant
? These options are subject to conditions relating to the performance as measured by profit related targets
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23  Reserves

Reverse Share Profit and
Share Merger acquisition options loss
Group premium reserve reserve reserve account
£000 £000 £'000 £'000 £'000
At | January 2006 20,955 11,056 12,679 - (53,821)
Net exchange adjustments - - - - 104
Share based payment charge - - - 17 -
Loss for the year - - - - (1.021)
At 31 December 2006 20,955 11,056 12,679 17 (54,738)
Profit and
Share loss
Company premium account
£000 £'000
At 1 January 2006 20,955 (29,508)
Profit for the year - 160
At 31 December 2006 20,955 (29,348)
24  Reconciliation of movements in shareholders’ deficit
Group 2006 2005
£°000 £000
Loss for the year (1,021) {311)
Net exchange adjustments 104 (128)
Share based payment 17 -
Net decrease in shareholders’ funds (900} (439)
Opening shareholders’ deficit (1,621} (1,182)
Closing shareholders’ deficit (2.521) (1.621)
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25  Cash flow from operating activities

Reconciliation of operating loss to net cash outflow from operating activities

Continuing operations

Group 2006 2005
£'000 £000
Operating loss (1,277) (616)
Depreciation charge 89 252
Loss on disposal of fixed asset 21 -
Impairment of fixed asset investments 97 -
Share based payment charge 17 -
Decrease 1in debtors 477 160
Increase/{decrease) in creditors 2 (455)
Increase/(decrease) tn provisions and other reserves 35 (339
Net cash outflow from continuing operations {539) (998)

26  Reconciliation of net cash flow to movement in net (debt)/funds

Group 2006 2005
£000 £000
{Decrease)/increase in cash in the year (405) 110
Cash used to decrease liguid resources - {680)
Finance lease repayments 3 1
Change tn net debt resulting from cash flows (402) {569)
New finance leases - (6)
Movement 1n net debt in the year (402) (575)
Net funds at beginning of the year 308 883
Net (debt)/funds at end of the year (94} 308
27  Analysis of net funds/(debt)
At 1 January At 31 December
Group 2006 Cash flow 2006
£'000 £'000 £'000
Cash 1n hand and at bank 567 (25 542
Bank overdraft (254) {380} (634)
313 (405) 92)
Finance leases (5) 3 2)
Total 308 (402) (94
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28  Financial commitments

Group

At 31 December 2006, the Group had lease agreements 1n respect of annual comrmutments under non-cancellable
operating leases expiring as follows

Land and Land and
buildings Other buildings Other
2006 2006 2005 2005
£'000 £'000 £000 £'000
Within one year 40 3 195 3
One to two years - - 99 -
Two to five years 201 - - -
After five years 149 - 149 -
390 3 443 3

Company

At 31 December 2006, the Company had lease agreements 1n respect of annual commitments under non-
cancellable operating leases expiring as follows

Land and Land and

buildings buildings

2006 2005

£000 £'000

Within one year - 159
Within two to five years 152 -
After five years 149 149
301 308

29  Related party transactions
During the year ended 31 December 2006, the Group did not enter mmto any related party transactions with

Directors other than sums paid to third parties for Directors’ services as disclosed in the Remuneration
Commuttee Report

30  Capital commitments

The Group and Company had no capital commutments at 31 December 2006 (2005 )

31 Contingent liabilities

The Group and the Company had no contingent habilities at 31 December 2006 (2005 ml)

32  Post balance sheet events

On 27 February 2007 Publishing Technology Ple acquired the entire 1ssued share capital of VISTA
International Limited, a specialist supplier of software solutions to the publishing sector The consideration
comprised 260,000,000 1p new Publishing Technology ordinary shares at a subscription price of 1p each and
£2m convertible loan notes 1n exchange for 100% of the 1ssued share capital and outstanding loan notes 1n
VISTA International Limited

On the same date as the acquisition of VISTA International Limited the Group raised £0 8m net of expenses
through the 1ssue of 150,000,000 1p new ordinary shares at a price of 1p each

Further details are provided in the circular dated 2 February 2007 sent to shareholders which 1s available from
the Registered Office on request
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