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The Direclors submit to the members their report and

accounts of the Group for the year ended 31
December 2011 Pages 1 to 11, including the

Business review Chawrman's staternent Chief
Executive’s review Financial review Corporate
governance statement and Directors’ remuneration

report form part of the Directors’ report




2011 Highhghts

2011 ended on a hygh note achieving significant breakthrough sales of our digital platforms in the last quarter, the go-live of
one of the world’s largest royalties systems on our new platform, and the signing of a full service representation deal for the
new Churchili Ontine Archive Whilst reported revenues and profits for the year were disappotnting, we started 2012 with a
higher level of committed revenues than at the beginming of 2011 Our first major sale into the People’s Republic of China was
also very exciting, and we believe, will be the first in a lucrative new market

2011 successes

Went live with one of the world's largest royalty systems at McGraw Hill
Continued tugh levels of contract renewals

Strong sales success for pub2web

Continued level of new publisher wins on ingentaconnect

Agreement for Chinese joint venture (ratified post year end)

Opening of our office In Sydney Australia

Financial highhights for the year

Revenues down 1% to £14 9m {2010 £15 Om})
EBITDA down 54% to £0 5m (2010 £1 1m)
Gross profit down 8% to £5 8m (2010 £6 2m)
Pre-tax loss of £0 2m (2010 profit of £0 4m)
Earnings per share of 0 84p (2010 10 52p)

£0 5m of positive cash flow (2010 £0 5m)




Publishing Technology plc

Technology and services provider to the publishing and information industries

Business review

Qur industry

The Publishing industry continues to
face the challenges of significant
change In some sectors, publishers
struggle to make a concerted move to
the digital future, and in others
publishers who took that leap a decade
ago, are looking to step up therr game
and move to a new leve!

We hear a great deal about the e-book
and various dewvices, but the challenge
facing pubhishers moving mto the digital
realm goes far beyond this simple
manifestation of a book in digital form

Digital publishing sets the challenge
and opportunity of using fragments of
content and finding business models for
those fragments Publishers in these
sectors, but also those well versed n
digital models, are faced with a re-
invention of their internal processes
and becoming more innovative in
creating new markets for therr content

The challenge that faces a provider like
Pubhshing Technology 1s helping to
enable, not stifle, such approaches
And we are very well placed in this
regard

Our products

Publishing Technology 1s providing
thought and systems leadership in the
areas that publishers need, providing
not only practical technelogy solutions,
but alse business model advice

Qur products are new, they are built for
the age we are iIn They are not just old
products modified in the hope that they
will work in a digital age The
investmeant in these products has been
significant, and the successes of late
2011 are starting to prove the return on
investment potential

Qur strategy

Our strategy 15 simple in its basic form
to maximise our service levels and
through this the returns on our mature
product offenngs, and to focus heavily
on sales and efficient delivery of our
new product set

The strategy for sales growth s to focus
on an ever increased market
awareness of our offenings through
even stronger one-to-one relatonship
buitding in the UK 1n particular, and a
broader market awareness campaign In
the USA

Market awareness will come through
increased executive focus on publisher
relationships, clear marketing
campaigns, support of ndustry
inikatives, and increased thought
leadership through our growing social
media platforms

Delivery efficiency of projects i1s
supported by a higher level of focus,
and highly gqualified leadership

Qur success in 2011

We followed our 2010 record levels of
new customer acquisition by breaking
that record 1n 2011 More than 50 new
name customers were added to our
roster

We have partnered in China to create a
new joint venture (signed post year
end) selhing and supporting all of our
software systems and marketing
services

Our digital platform pub2web had
tremendous sales success In the last
part of 2011, and once completed,
these hosted solutions will provide a
very strong base leve! of annual
revenues m this business area

The Royalties module of our advance
solutions went live at one of the world's
largest publishers, becoming probably
the largest live system of its kind
anywhere

And the very successful Full Service
model for sales and marketing we
implemented for BioOne i 2009 will be
extended in 2012 with four new
customers thanks to sales in 2011

Our view of 2012

As we said last year, “we feel strongly
that publishers will invest more heavily
in Technology” Towards the end of
2011 we started to see the evidence of
this, and remain confident that this
prognosis 1s stll valid

We start the year wath a full order book
for our digital platform pub2web, and
with several interesting projects set
around our ERP solution advance, and
are confident that this will develop Of
course, timing remains a key element

In the second part of the year and then
building significantly in 2013, we will
see revenues from our full service
marketing of platforms like the Churchill
Onhine Archive

Stabihty and growth of long term
recurnng revenues combined with
growth from new business projects
remains our am We took good sindes
towards this in 2011, and expect to
continue our advance in 2012




Divisions and Products

Enterprise Applications Division

Publishing Technology’s end to end
offenng 1s the only enterpnse-wide
applications framework designed to
meet the new unique demands of the
publishing industry in a digital and print
era The modular software maximises
profits by introducing efficiencies to the
information supply chain and grows
revenues by enabling more effective
Integration wath channel partners,
customers and supphers

About advance

advance s the next generation of
software solutions to manage today’s
evolving enterprise and the progression
from the author2reader product It i1s
the most flexible offenng of its kind on
the market and intertwines more than
30 years of industry expertise with
cutting edge technology The end-users
benefit from custormisable dashboards,
user-level personalisation, an intuitive
user interface, extensive workflow
management tools, and powerfut
analytical tools The IT and Operations
areas benefit from lower cost of
ownership, accelerated development,
automation of processes, and simplified
maintenance advance Is accredited by
BIC (Book Industry Communication)
with the award for Supply Chamn
Excellence

About author2reader

Built on proprietary software,
author2reader applicatons are the
mainstay of many global publisher's
supply chains The applications are
maintained and supported by
Publishing Technology and can be
configured Independently to meet
specific publishers’ needs and to allow
flexible integration with current and new
software including advance The
system'’s capabilibes include editonal
and production, product information,
billing and fulfilment, royalles, and
bustness intelhgence

Online Services Division

Publishing Technotogy has over a
decade of expernence working within
the academuic, scientific and scholarly
market and our publishing partners are
testament to our knowledge, credibility
and trust in the Industry

Abhout pub2web

pub2web s a mulb-content
publications platform, delivenng all the
funchonality needed to support evolving
online strategies of publishers using it
and to satisfy the user base, however
diverse their needs Customers benefit
from proven, regularly-updated
technology while also maintaining full
control of their brand, their content and
therr user relatienships It allows
customers {o help therr users to
discover and explore all therr content —
whatever its format — with progressive
browsing options driven by pub2web’s
award-winning data storage and
modeling Tailor-made to any business
model and delivenng the latest in
Semantic Web technology, pub2web
boasts global customers such as the
Werld Bank, the OECD, the tughly
respected Dutch pubhisher Bril and one
of the leading Japanese academic
delivery businesses, SunMedia

About ingentaconnect

QOur flagship web research portal,
ingentaconnect, |s a comprehensive,
cost-effective e-pubhshing solutions
package for everyohe Providing
content from over 10,000 publications,
with over 5 million arhicles from
publishers, to milions of end users,
ingentaconnect s the home of
schelarly research

About ICS

1CS (Information Commerce Software)
15 an intuitive web-based interface that
allows simple management of complex
entitlements and digital assets, 1t
facilitates the creation of new product
bundles, and the apphcation of umique
pncing and specal product promotions

Marketing Communications Division

Publishing Technotogy's Sales,
Marketing and Consultancy division,
PCG (Publishers Communication
Group} provides global market
research, consultation and
representation with a depth of industry
knowledge in publishing and the global
library community for the hkes of the
Amencan Society for Microbiclogy, the
Amencan Psychological Association,
Lippincott Willams and Wilkins and
BioOne

Based mainly in North Amenca and
Europe, this division has a presence in
Latin Amenca and India

Visit www publishingtechnology com, follow on Twitter @publishingtech, or connect on Lipkedin




Chief Executive’s review

“I am excited by the atmosphere of endeavour, innovation and positive change”

Publishing Technotogy ple s just
completing its fifth year as a
combined group, and we have seen
many changes during that tme The
evolution of digital publishing has
nfluenced all areas of our business,
and we must evolve to remain
competitive We are making great
progress In most areas of the
business, and to ensure that we
capitalise on these positive
developments and position ourselves
for the next five years, we have made
adjustments to the way we operate

In our new and growing business
areas (advance, pub2web, full
service representation, and
international expansion) we are
employing an entreprensunal
approach and spint At the same
time, we are focussing on providing
professional and profitable services in
our mature business areas

We have already seen positive
changes in a number of areas

In PCG, we have altered the
management structure, added new
full-service chients, and are analysing
services m more detail to improve
profitabiity PCG has been
instrumental tn our international
expansion, and will continue to make
our investments in India and Brazil
grow and prosper

ingentaconnect and pub2web had
tremendous sales success in 2011,
and the organisational changes
implemented a year earler wll
support these This growing business
now also requires stronger global
support, business knowledge and
delivery, so the current teams have
been and will continue to be
strengthened to build on this success

Within Enterprise, advance has seen
two major successful go-ives
However, the additional effort needed
to ensure these has had a knock on
effect on the development process
which has led us to fundamentally re-
appraise this division

As part of this, we hired a global head
of project delivery to ensure our
implementations are controlled,
effictent and profitable

In 2012, advance and
author2reader are being split into
two distinct business units, each with
its own leadership and a more
streamlined reporting structure

The advance division will be led from
the US and will include product
development and project delivery
The advance team will Inttiate a
change program that will improve
product development, project
profitability, account support, and the
interaction between these three
functions

The author2reader division will also
be headquartered in the US This
division has a major long term future
vital to the Group and requires tight
management to maximize profit,
strengthen relationships and maintain
high levels of customer satisfaction,
extending the [Ife of existing systems
and paving the way for future
conversions to advance

We will be taking a more regionally
focused approach to selling and have
created sales director positons in
Europe and the US We have
promoted from within a European
Business Development Director to
lead sales in Europe for both
advance and the online products We
are currently recruiting for a similar
position in the US

As we sharpen our focus and
enhance our internal structure, we
must also improve how we position
ourselves externally We have real,
sold opportunities and 1n order to
take advantage of these, we must
take a more achve and asserbve
stance with our marketing and
communications

In the coming months, we will be
refiming our communications strategy,
image and positioning tn the various
global publisher and hbrary markets
we serve

Executive Level Changes

These strategic moves led to the
departure of two Publishing
Technology executives at the
beginning of 2012 and while these
changes were significant and difficult,
they were necessary and | am excited
by the atmosphere of renewad
endeavour and innovation

Qutlook for PT

Woe have a dlear strategy to
maximise and protect the profits from
our mature businesses
(tngentaconnect, author2reader,
and Marketing Commurications), to
establish stability and buid
profitabiity in the new products and
services {advance, pub2web and
Fufl Service Representation) and to
drive into new and exciting markets
for all of these products

We know the investments made In
forward looking technology set us
apart and will dnve long term growth
and profitability

We will continue to invest significantly
n our products in 2012 wath the goal
of completing the current major
investment round in the advance
product dunng the coming year

Current trading

We are confident that 2012 will see a
more solid revenue base in both
pub2web and advance as the new
larger pub2web mplementations go
ive and the revenues move to more
profitable recurnng maintenance and
hosting streams

The difficult changes made In the first

quarter of 2012 will help to secure our
future growth and profitability

7
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G M Lossius
Chief Executive Officer

2 March 2012
Pubhshing Technology plc




Chairman’s statement

“It 1s an exciting time to be at the forefront of digital technology”

2011 has been a year of rmixed
fortunes, there has been solid progress
in product development, in the go-hve
of the first major advance modules
including one of the world’s largest
royalties systems, in sales of pub2web,
and in international expansion
However, It has been a disappointing
year in terms of our results and, in
particular, profitability

t am confident that the reducton In
profitability in 2011 wall be reversed In
2012 under the leadership of our
executive team which has met the
issues head on with decisive action to
ensure our products are robustly
developed and professionally and
profitably implemented

The sales of pub2web exceeded our
estimates by some margm 1n 2011
increasing the install base from 4 to 15
once current projects are complete

Pub2web revenue doubled from 2010
to 2011 and the sales towards the end
of 2011 have underpinned 2012
implementation revenue

The deciine in Group profitability 1s
mainly due to the growing pains in the
advance dwision where considerable
additional R&D effort was required
during implementation to ensure the
success of royalties and permissions at
McGraw Hill With this milestone
reached, the additional R&D effort
reguired at the implementation stage
will reduce rapidly in subsequent
implementations

The PCG dvision successfully won four
new full service representation deals In
the year all of which start dunng 2012
Ths 1s a relatively new revenue stream
for PCG but one which can be tughly
profitable when the correct skills are
deployed

Internationally this was a highly
productive year wath continued stability
In South Amenca and India, some
additional preparatory work in Australia,
and most exciingly of all, the creation
of a Joint venlure in Chuna which we
believe will become the largest global
pubhishing market

The relationship with our JV partner in
China 1s particularly prescient at a time
when Chinese publishers backed by
the Chinese authonties are looking for
digital ways of engaging with the
international community

The contracts for the JV have been
signed and were formally ratified by the
Beying Committee for Commerce in
January 2012

Woe have already signed contracts with
one of the largest Chinese publishers to
work together to develop a digital
platform for Chinese content similar to
Ingentaconnect

Finance and operations

Whilst it is disappeinting to report a
reduction in both profitabiity and
earnings for 2011, the progress of the
Group towards our mid-term goals has
been encouraging and the successes In
international expansion and the
Improvement in revenues and sales
from pub2web impressive

As it did in 2010, our debt position
reduced by a further £0 5m in 2011 and
1t 1s my hope that wath a healthier
profitability in 2012, the debt position
can be substantially reduced by the end
of the year

Staff

As George has stated in hus Chief
Executive's Review, it has been
necessary to make a number of
organisational changes to ensure the
success of the business

Whulst it 1s always difficult to make such
changes, George and his team have
the unanimous support of the Board
Sadly, two executive level colleagues
have left us in the reshuffle

During the year one of our Non
Executive Directors, Ward Shaw, also
lefi the Group

1 would sincerely thank them all for their
loyalty, dedication, and integnty Ona
wader front, | would once again like to
recognise the professionalism,
dedication and creativeness of the staff
at Publishing Technology

We are a people based business, and
the employees have proven year after
year that we are a business staffed by
the best in the industry

2012 )15 shaping up to be transformative
for the Group There 1s already a lot of
progress and change on many fronts
The advance products are nearing
completion, the pub2web order book 1s
fuller than it has ever been and the new
full service representation deals in PCG
are building a more stable and less
sales dependent structure to that
dwision

Itis an exciting time to be at the
forefront of digital technology in
publishing

/1/\0/\/\%—} Keoop

M C Rose

Chairman

2 March 2012

Pubhshing Technology plc




Financial review
For the year ended 31 December 2011

Overview

2011 has been a year of investment, with
continued high Research and
Development costs particularly for the
advance product both in completing the
final order to cash ("OtC*) module and
higher costs than expected from the first
major implementations of advance which
have had a significant impact on the
project profitability achieved Revenues
have remained stable year on year but
while the Enterpnse divisions saw a
reduction in old technology in the year with
only a modest nse in new technology, the
Online dvision saw a marked
improvement in revenues due to the
success of pub2web

Operating results

As a result of the additional investments in
the advance product and higher
implementation costs, the Group made a
net profit for the year of £71K {2010
£885K)

Revenue was slightly lower than the prior
year at £14 9m (2010 £15 Om} and there
was a continued movement from mature
products te newer technology Pub2web
in particular showed a healthy
improvement advance revenue suffered
from the additonal effort expended in the
first major Implementatons Margmns for
maintenance, hosting and managed
services of the author2reader product
were improved

Gross profit for the year was £5 8m (2010
£6 2m) and gross margin as a percentage
of revenue was 39% (2010 42%) The
reduction 1s due to the low margin attained
on the first major implementations of the
advance product

Sales and marketing and admirustrative
expenses in the year were £5 6m (2010
£5 6m)

EBITDA has reduced from £1 1m to £0 5m
as a result of the increased investment in
the product and the additional cost of
implementations in the USA

Taxation

A tax credit of £300K (2010 £317K)1s
included in the results for 2011 relating to
amounts expected to be receivable under
the Research and Development tax credit
scheme The claim has been prepared on
the same basis as In prior years and 1s
subject to HMRC approval

The amount recervable under the
Research and Development tax credit
scheme has reduced due to a change mn
the rules

The Group has unutiised tax losses at 31
December 2011 in the UK and the USA of
£14 4m (2010 £14 3m) and $12 7m
(2010 $13 7m) respectively The tax
losses in the USA are restricted frem April
2008 due to change of control rules being
tnggered by the 1ssue of new shares in the
parent company The Group may use a
maximum of $491K per annum of the
brought forward losses for a maximum of
20 years from Apnl 2008 The Board
believes that the US legal entibes have the
potental to make use of $7 3m of the
unutiised losses carned forward

Shareholders' raturns and dividends

The Directors do not recommend the
payment of a dividend (2010 £nil)

Financial position and cash

Shareholders’ deficit totalled £1 8m as at
31 December 2011 (2010 deficit £1 8m)

Cash inflow from operations was £22K
{2010 £678K) At the year end, net bank
overdraft was £0 4m (2010 £0 9m), an
improvement of £0 5m in the year (2010
£0 5m)

Cash absorbed by operations for capital
expenditure duning the year amounted to
£41K (2010 £208K) A tax credit of £315K
(2010 £154K) in respect of Research and
Oevelopment expenditure was received 1n
the year which related to the year ended
31 December 2010

The Board and the holders of the loan
notes agreed these loans should not be
converted into equity dunng 2011

Going concern and future funding

The accounts are prepared on a going
cancem basis In assessing whether the
going concern assumptton 1s appropnate,
management have taken into account all
relevant available information about the
future including profit and cash ferecasts,
the continued support of the shareholders
and Directors, banking faciities and
management ability to affect costs and
revenues

Management regutarly forecast profit,
financial position and cash flows for the
Group The roling annual forecast 1s
normally updated every month, with a
short term thirteen week forecast being
updated daily

Revenue 1s forecast in detail with all
revenue contracts indmdually listed and
ranked by firmness from firm to prospect
Management have reviewed forecast costs
for reasonableness against pnor years and
with knowledge of expected movements
and have concluded that forecast costs

are robust

Although at 31 December 2011 the Group
had net current habilihes of £4 3m (2010
£4 4m), £3 7m (2010 £3 Om) relates to
deferred income which will be recogmised
in the year ending 31 December 2012 In
addition net cash inflows of £0 5m have
been recognised tn 2011

The Group has secured an overdraft
facility of £1 25m with HSBC pic which
replaced RBS plc in June 2011
Management have assured themselves
this 1s adequate for the needs of the
business based on the cash flow
forecasts While this facility 1s due for
annual renewal in Jung 2012,
management has received confimation
from HSBC that based on therr knowledge
of the Group's performance, they de not
see any reason that the facility should not
continue to be provided until March 2013

The major nsks for future trading are the
continuing economic situation and the
uncertainty that this brings to capital
spending decaisions and academic
institution budgets

Treasury

The Group's treasury policy 1s to ensure
regional excess cash s transferred and
offset against overdraft to minimise
interest charges

The Group has marked seasonabty in cash
flows Thiss expected to continue and

has been taken into account in assessing
the working capital requirements

72

ABMougCA

Chief Financial Officer

2 March 2012

Pubhshing Technology plc




Directors’ report
For the year ended 31 December 2011

The Directors present their report and the audited financial
statements for the year ended 31 December 2011

Principal activities

The Group’s pnncipal activities are the provision of software and
services for publishers, internet-based electronic delivery of
published research matenals, and the provision of internet-based
search and access services for ibranes and indiwvidual users of
that matenal

Review of business and future developments

The Directors use a number of key perfermance indicators to
measure the success of the business These include, but are not
limited to revenue, gross margin, EBITDA, cash flow, sales
pipeline data, and data on internet usage including site visits and
downloads These KPls are measured monthly against budget
and forecast

The main business nsks are not meeting revenue targets, not
being able to attract the required funding for the Group's cash
profile, and the nsk of delays to implementations from human
error or software bugs

The revenue nsk 15 reduced by providing customer service which
maintains current and recurming revenue and by continuing to
develop new products which continue to attract new customers
and bnng in new Nicence and implementation revenues

The funding risk Is reduced by having an agreed facility with the
Group's bankers, by continuing to be profitable and cash
generative to reduce debt and improve market and lenders’
confidence, and by funding from more than one source

The technology nisk 1s reduced by the experience of the
employees who develop and implement the products, on-going
training, robust processes for development and implementaton,
and the competive advantage of having what the board believes
to be the most advanced software avatlable in the market

A review of the business, its results, key performance indicators
and future direction is included in the Chairman’s statement, the
Chief Executive's review, the Financial review, the Corporate
governance statement and in the Business review (including the
2011 highlights)

Going concern

The Directors have prepared the financial statements on the
going concem basis This 1s explained more fully in the Financial
review of the business set out on page 6

Results and dividends

The trading results for the year and the Group's financial position
at the end of the year are shown 1n the attached financial
statements The Directors do not recommend the payment of a
dividend (2010 £nil}

Directors

The Directors of the Company who held office dunng the year
were

Executive Directors
G M Lossius, Chief Executive Officer
A B Moug, Chief Financial Officer

Non-Executive Directors
M C Rose, Chatrrman

M A Rowse

W E Shaw

W E Shaw ceased to be a Dwrector on 31 May 2011

The interests of Directors in the shares of the Company at 31
December 2011 are disclosed in the Directors’ remuneration
report

Corporate governance

Details of corporate governance for the year to 31 December
2011 are disclosed in the corporate governance report

Research and development activities

The Group carnes out research and development activibies in
connection with administration systems, web delivery, access
control and linking technologies All costs relating to these
achwities are wnitten off to the Statement of Comprehensive
Income as incurred The charge to the Statement of
Comprehensive Income was £2 5m (2010 £2 7m) n the year to
31 December 2011




Substantial shareholdings

As at 15 February 2012 the Company had been notfied of the following shareholders who are interested, directly or indirectly, in three percent

or more of the 1ssued share capital of the Company

Percentage of

Name Number of ordinary Issued ordinary

10p shares share capital
M C Rose 2,458,113 29 22%
Legal & General Assurance Society Limited 445,000 529%
Almandine LLC 435,065 517%
G M Lossius 422,627 502%
A B Moug 421,619 501%
BNY {OCS) Nominees Limited 362,500 4 31%
B P Gibson 361,646 4 30%
M A Rowse 273,277 325%

Charitable and pobtical contnbutions

The Group made no poliical contnbutions (2010 £nil) and
made £140 of chantable contnbutions (2610 £1,833) dunng
the year

Creditor payment policy

The Group’s payment policy Is to negotiate with its suppliers
at the time they are engaged and to abide by the terms
agreed Duning the year ended 31 December 2011 the
Group, on average, paid its trade creditors wathin 39 days of
receipt of a valid invoice (2010 49 days, 2009 64 days)

Financral risk management
Details of the Group's financial nsks are given 1n note 25

Employment policy

Group employees are regularly consulted by management
and kept informed of matters affecting them and the overall
development of the Group The Group’s policy 15 to give
cisabted people full and farr consideration for job vacancies,
having due regard for their abthties 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 appropnate
training 15 arranged

Directors®' and officers® hability insurance

The Group, as permiftted by sections 234 and 235 of the
Compantes Act 2006, maintains insurance cover on behalf of
the Directors and Company Secretary indemnifying them
against certain habiittes which may be incurred by them in
relation to the Group

Post balance sheet events (see note 27)

The Group carrned out a restructunng exercise dunng the
early part of 2012 referred to i the Chief Executive’s review
and the Chairman’s statement

The Group signed a joint venture agreement in China during
2011 with Yingchuanggizhn Digital Publishing Technology
Limited which was ratified by the Beying Committee for
Commerce In January 2012

Auditor

Grant Thornton UK LLP, offer themselves for re-appointment
as auditer A resolution to re-appoint Grant Thornton UK LLP
will be proposed at the forthcoming Annual General Meeting

On behalf of the Board

G M Lossius
Director
2 March 2012




Corporate governance statement

Corporate governance statement

The Group 1s committed to high standards of corporate
governance It has adopted procedures to institute good
governance insofar as it I1s practical and appropnate for
an organisation of its size and nature, notwithstanding
the fact that companies that have securities traded on
the Altemative Investment Market {(*AIM"} are not
required to comply wath the UK Corporate Govemnance
Code as appended to the Listing Rules 1ssued by the
Financial Services Authonty

As the Group grows, it will regularly review the extent of
Its corporate governance practices and procedures At
Its current stage of development, the parent company
does not consider It appropriate to be fully compliant wath
the UK Corporate Governance Code

Board of Directors

Board meetings are scheduled to take place at least
quarterly, wath additional meetings tc review and
approve significant transactions The Board 1s provided
with Board papers before each Board meeting of which
there were six in 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 If the Board 1s informed 1n advance, the
Group wil reimburse the cost of the advice The
appointment and removal of the Company Secretary i1s a
decision for the Board as a whole

Non-Executive Directors are appointed on a contract
with a three month notice penod and the Executive
Directors are appointed on a contract with a twelve
month notice penod All Directors are subject to re-
election Each year, one third of the Directors are subject
to re-election by rotaton The Group does not combine
the role of Chairman and Chief Executive New Directors
are subject to re-election at the first AGM after theirr
appointment

Al the year end, the Board compnsed the Non-Executive
Chairrnan, the Chief Executive, the Chief Financial
Officer and one other Non-Executive Director

Remuneration Committee

The Remuneration Committee 1s composed of two Non-
Executive Directors M C Rose {Chairman) and M A
Rowse It s responsible for the terms and conditions and
remuneration of the Executive Directors and sentor
management The Remuneraton Committee may
consult external agencies when ascertaining market
salanes The Chawrman of the Remuneration Committee
will be available at the AGM to answer any shareholder
questions

Audit Commttes

The Audit Committee 1s compnsed of two Non-Executive
Directors M C Rose (Charman) and M A Rowse It
monitors the adequacy of the Group’s internal controls
and provides the opportunity for the external auditor to
communicate directly with the Non-Executive Directors

The Audit Committee also ensures that the external
auditor 1s independent wvia the segregation of audit
related work from other accounting functions and non
audit related services provided, and measures
applicable fees with similar auditors

Relations with shareholders

The Group gives high prionty to its communication wath
shareholders by means of an active investor relations
programme This 1s achieved through correspondence
and extensive corporate information In addition, the
Group visits its main institutional investors on an ongoing
basis and makes available to all shareholders, free of
charge, its Intenrm and Annual Reports online, from the
Group's head office or via the Financial Times Annual
Report Service At the AGM the shareholders are given
the opporturity to question members of the Board The
notice of the AGM I1s sent to shareholders at least 20
business days before the meeting

Internal controls

The Board of Directors acknowledges its responsibiity
for the Group’s system of internal control, including
suitable monitonng procedures There are inherent
limitations 1n 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

The Group's control enwironment I1s the responstbility of
the Group’s Directors and managers at all levels The
Group’s organisational structure has clear lines of
responstbiity Operating and financial responsibiity for
business units 1s delegated to the operational
management, Including key nsk assessment Investment
policy, acquisiton and disposal proposals and major
capital expenditure are authonsed and monitored by the
Board

The Group operates a comprehensive budgeting and
financial reporting system and, as a matter of routine,
compares actual results wvath budgets, which are
approved by the Board of Directors




Management accounts are prepared for the Group on a
monthly basis Material vanances from budget are thoroughly
Investigated In addibon updated forecasts are prepared
monthly, to reflect actual performance and the revised outlogk
for the year

The Board considered the usefulness of establishing an
mternal audit function and decided in view of the size of the
Group, it was not cost-effaective to establish This will be kept
under review

Functional reporting and nsk management

The Directors and management have considered the nisks
facing the business and these are assessed on an ongoing
basis The key risks are discussed in the Director's Report
Other nsks which come under the direct contro! of the
Directors include treasury management, capital expenditure,
insurance, health and safety and regulatory compliance Risk
assessment includes the review of potental mihgations The
accounting policies cover several key nsks and these are
included In the notes

Statement of Directors’ responsibilities

The Directors are responsible for prepanng the Directors’
Report and the financal statements in accordance with
applicable law and regulations

Company law requires the Directors to prepare financial
staterments for each financial year Under that law the
Directors have elected to prepare the Group financial
statements in accordance with International Financial
Reporting Standards as adepted by the European Union
(IFRSs) and the parent

Company financial statements in accordance with United
Kingdom Accounting Standards (Umited Kingdom Generally
Accepted Accounting Practice}

Under company law the Directors must not approve the
financial statements unless they are satisfied that they give a
true and fair iew of the state of affars and profit or loss of the
Company and Group for that penod In prepanng these
financial statements, the directors are required to

. select suitable accounting policies and then apply them
consistently,

. make judgments and accountng estimates that are
reasonable and prudent,

. state whether applicable IFRSs and UK Accounting
Standards have been followed, subject to any matenal
departures disclosed and explained in the financial
statements, and

. prepare the financial statements on the going concern
basis unless it 1s inappropnate to presume that the
company will contimue in business

L

The Directors are responsible for keeping adequate
accounting records that are sufficient to show and explain the
Group and the Company’s transactions and disclose with
reasonable accuracy at any time the financial position of the
Group and Company and enable them to ensure that the
financial statements comply with the Companies Act 2006
They are also responsible for safeguarding the assets of the
Group and Company and hence for taking reasonable steps
for the prevention and detection of fraud and other
irregulanties

In so far as each of the Directors 1s aware

. there ts no retevant audit information of which the Group
and Company's auditors are unaware, and

- the Directors have taken all steps that they ought to
have taken to make themselves aware of any relevant
audit infformation and to establish that the auditors are
aware of that information

The Directors are responsible for the maintenance and
integnity of the corporate and financial informatien included on
the Company’s website Legislation in the United Kingdom
govemning the preparation and dissemination of financial
statements may differ from legislation in other junsdictions

On behalf of the Board
—_—

M C Rose
Chairman of the Audit Committee
2 March 2012
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Directors’ remuneration report
For the Year ended 31 Oecember 2011

The Remuneration Committee compnses M C Rose {Chairman} and M A Rowse who are Non-Executive Direclors The Remuneration
Committee decldes the remuneration policy that apphes to Executive Directors and senior management The Remuneration Commuittee
meets regularly in order to consider and set the annual remuneration for the Executive Directors, having regard to personal performance
and industry remuneration rates In determining that policy, it considers a number of facters including

the basic salanes and benefits available to Executive Directors of comparable companies,
the need to attract and retain Directors of an appropnate calibre, and
the need to ensure Directors’ commitment to the success of the Group

Non-Executive Directors are appointed on a contract with a three month notice penod and may be awarded fees in relation to the Board
and committee meetings attended Any fee awards to Non-Executive Directors are determined by the Board Non Executive Directors
do not participate in the Company’s share option scheme and do not receive the benefit of pension contnbutions

The Group made contnbutions to externally administered defined contnbution pension schemes for two executive Directors

The interests of the Directors at 31 December 2011 1n the shares of the Company were as follows

Number of ordinary Number of ordinary
shares of 10p in shares of 10pin
Publishing Publishing
Technology ple Technalogy plc

31 December 2011

31 Becember 2010

G M Lossius 422,627 420,627
A B Moug 421,619 421,137
M C Rose 2,458,113 2,458,113
W E Shaw - 53,981
M A Rowse 273,277 273,277

W E Shaw's ceased to be a Director on 31 May 2011

Diractors’ Interests

The Directors at 31 December 2011 had no interasts in ophons over the ordinary shares The Directors had no post-employment
benefits, other long-term benefits, termination benefits or share-based payments in the year

The market price of the Company's shares at the end of the year was 48p and the price ranged in the year between 45p and 80p

Directors’ remuneration

Sums pad

10 & third Greup
party for National 2011 Total 2010 Total
Salary and Termination Directors’ Pension Tatal nsurance cost of 2010 Total cost of
faas Benefit payments services G d r costs employment remuneration employment
£'000s £000s £000s £000s £00Cs £000s £000s £000s £000s £000s
G M Lossus 133 15 - - 19 167 18 185 152 168
A B Moug 113 15 - - 6 134 16 150 133 149
M C Rose 36 - - 48 - 84 4 88 84 89
W E Shaw 10 - 13 - - 23 - 23 25 25
M A Rowse - - - 25 - 25 - 25 25 25

433 471 419 457

On behalf of the Remuneration Committee

Mo Al s s

M C Rose
Chairman
2 March 2012
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Independent auditor's report to the members of Publishing Technology plc

Independant auditor’s report to the members of
Publishing Technology plc

Whe have audited the financial statements of Publishing
Technology plc for the year ended 31 Becember 2011 which
compnse the Group statement of comprehensive income, the
Group statement of financial position and parent company
balance sheet, the Group statement of cash flows, the Group
statement of changes in equity and the related notes The
financial reporting framework that has been applied in the
preparation of the Group financial statements i1s apphicable law
and Intemational Financial Reporting Standards (IFRSs) as
adopted by the European Union The financial reporting
framework that has been apphed in the preparation ¢of the
parent company finanaal statements 1s applicable law and
United Kingdom Accounting Standards {United Kingdom
Generally Accepted Accounting Practice)

This report is made solely to the company's members, as a
body, in accordance with Chapter 3 of Part 16 of the
Comparies Act 2006 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 in an auditor's 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

Respective rasponsilittes of Directors and auditors

As explained more fully in the Directors’ Responsibilities
Statement set out on page 10, the Directors are responsible
for the preparation of the financial statements and for being
satisfied that they give a true and fair view QOur responsibility
1s to audit and express an epinion on the financial statements
in accordance with applicable law and International Standards
on Auditing (UK and Ireland) Those standards require us to
comply with the Auditing Practices Board's (APB's) Ethical
Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s
provided on the APB's website at
www frc org uk/apb/scope/private cfm

Opimion on financial statements

In our opinion

. the financial statements give a true and fair view of the
state of the Group's and of the parent company's affairs
as at 31 December 2011 and of the Group's profit for the
year then ended,

. the Group financial statements have been properly
prepared in accordance with IFRSs as adopted by the
European Urion,

. the parent company financial statements have been
properly prepared in accordance with United Kingdom
Generally Accepted Accounting Practice, and

. the financial statements have been prepared in
accordance with the requirements of the Companies Act
2006

Opimon on other matter prescribed by the Companmies Act
2006

In our opinion the information given 1n the Directors' Report for
the financial year for which the financial statements are
prepared i1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters

where the Companies Act 2006 requires us to report to you if,

N our opinion

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

. the parent company financial statements are not In
agreement with the accounting records and returns, or
. certain disclosures of Directors’ remuneration specified

by law are not made, or
. we have not received all the information and
explanations we require for our audit

ok Tonta Ule

Tracey James

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Staltutory Auditor, Chartered Accountants
Oxford

2 March 2012




Group Statement of Comprehensive Income
For the year ended 31 December 2011

Year ended Year ended
31 Dec 11 31Dec 10
note £000 £000
Revenue 2 14,879 15,018
b
Cost of sales (9,112) {8,770)
Gross profit 5,767 6,248
Sales and marketing expenses {1.812) {1.787)
Administrative expenses (3,804) (3,777}
Profit from operations 4 151 684
Analysis of profit from operations
Profit before finance costs, tax, depreciation, loss on sale of property, plant and equipment 506 1.103
and foreign exchange gains and losses (EBITDA) ’
Depreciation (187) (187)
Loss on sale of property, plant and equipment - (33)
Foreign exchange (loss) / gain (72) 64
Restructuring costs (96) (263)
Profit from operations 15 684
Finance costs 6 {334} (275)
(Loss}/ profit before income tax (183) 409
income tax 7 254 476
Profit for the year attnibutable to equity holders of the parent 7 885
QOther comprehensive expense
Exchange differences on translation of foreign operations (30) (118)
Total comprehensive income for the year attnbutable to equity heolders of the parent 4 767
Basic and diluted earmings per share (pence) 8 084 10 52

All activities are classified as continuing
The accompanying notes form part of these financial statements




Group Statement of Financial Position
As at 31 December 2011

31 Dec 11 31 Dec 10 31 Dec 08
note £000 £000 £000
Non-current assets
Goodwill and other intangible assets 9 3.737 3,737 3,737
Property, plant and equipment 10 315 357 346
4,052 4,094 4,083
Current assets
Trade and other receivables 11 3,648 3,128 2,883
Research and Development tax credit recewvable 7 300 317 170
Cash and cash equivalents 12 1,056 1,751 1,162
5,004 5,196 4,215
Total assets 9,056 9,290 8,298
Equity
Share capital 19 841 841 841
Merger reserve 11,055 11,055 11,055
Reverse acquisition reserve (5.228) (5,228) (5.228)
Translation reserve (810) (780) (662)
Retamed eamings (7,607} {7.678) (8.563)
Investment in own shares 21 (7} (6) 4)
Total equity (1,756) (1,796) (2.561)
Non-current habilities
Borrowings 14 1,500 1,500 1,500
Provisions 15 - - 20
1,500 1,500 1,520
Current habilities
Trade and other payables 13 7,328 6,963 6,533
Borrowings 14 1,964 2,623 2,538
Provisions 15 20 - 86
Deferred tax habibty 16 - - 182
9.312 9,586 9,339
Total habihties 10,812 11,086 10,859
Tota! equity and habilites 9,056 9,290 8,298

The financial statements were approved by the Board of Directors and authonsed for issue on 2 March 2012 and were signed on its behalf by

ABMougCA G M Lossius

Director Director

The accompanying notes form part of these financial statements
Registered number 837205




Group Statement of Changes in Equity

For the year ended 31 December 2011

Total
Raverse - atiributable to
Share Merger acquisibon Transl Retained Iry 't in owners of
capﬂal resanve reserve reserve eamings own shares parant
£000 £'000 £000 £'000 £000 £000 £000
Balance at 1 January 2011 841 11,055 (5,228) {780) {7.678) (6) (1,796)
Investment in own shares in the year - - - - - N {1}
Transactions with owners - - - - - (1) (1}
Prufit for the year - - - - 71 - 71
Other comprehensive expense
Exchange differences on translating foreign
operations - - - {30} - - {30}
Total comprehanswe (expense) / income for the
year - - - (30) 71 - 41
Balance at 31 December 2011 841 11,0585 {5.228) (810) (7,607) (7 (1,756)
For the year ended 31 December 2010
Total
Reverse attnbutable to
Share Merger acquisition Translaton Retained Invesiment In owners of
capital reserve reserve reserve earnngs own shares parent
£000Q £'000 £000 £'000 £000 £000 £000
Balance at 1 January 2010 841 11,055 {5,228) (662) (8,563) {4} {2,561)
Investment in own shares in the year - - - - - (2) {2)
Transactions with owners - - - - - (2} (2)
Profit for the year - - - - 885 - 885
Other comprehensive expense
Exchange differences on translating foretgn
operations - - - {118) - - (118)
Total comprehensive {(expense) f income for the
year - - - {118} 885 - 767
Balance at 31 December 2010 841 11,055 (5,228) {780} (7.678) {6) {1.798)




Group Statement of Cash Flows
For the Year ended 31 December 2011

Year ended Year ended
31 Dec 11 31 Dec 10
note £ 000 £'000
{Loss) / profit before taxation (183) 409
Adjustments for
Depreciation 187 187
Loss on sale of property, plant and equipment - 33
Interest expense 334 275
Unrealised foreign exchange differences {30} (118)
Increase in trade and other receivables {535} (245)
Increase in trade and other payables 163 344
Increase / {Decrease) In provisions 20 (106}
Cash (used in) / from operations (44) 779
Interest paid {242) (255)
Research and Development tax credit receved 315 154
Tax pad N -
Net cash from operating activities 22 678
Cash flows from investing activiies
Purchase of property, plant and equipment (41) (208)
Net cash used in investing activities (41} {208)
Cash flows from financing activities
Cost of investment In own shares (1 (2)
Proceeds from short term borrowings 497 -
Payment of finance lease labihities (11} -
Net cash used in financing activiies 485 (2}
Net increase in cash and cash equivalents 466 468
Cash and cash equivalents at the beginning of the year 12 (872) {1,376)
Exchange differences on cash and cash equivalents {5) 36
Cash and cash equivalents at the end of the year 12,22 {411} (872)

The accompanying notes form part of these financial statements




Notes to the Group financial statements
For the Year ended 31 December 2011

General information and nature of operations

Publishing Technology plc (the ‘Company') and its subsidianes
(together the ‘Group') 1s a provider of technology and supporting
services to publishers and information prowviders The nature of the
Group's operations and its princtpal activittes are set out in the
Busmness rewiew, Chief Executive’s review, Chairman’s statement,
Financial review and Directors’ report on pages 2 to 11

The Company 1s incorperated n the United Kingdom under the
Companies Act 2006 The Company's registraton number i1s
837205 and its registered office 1s 8100 Alec Issigomis Way, Oxford
Business Park North, Oxford, OX4 2HU The consolidated financial
statements were authonsed by the Board of Directors for issue on 5
March, 2012

1 Principal accounting policies

Gomng concern

The accounts are prepared on a going concern basis In assessing
whether the going concern assumption 1s appropriate, management
have taken into account all relevant available information about the
future including profit and cash forecasts, the continued support of
the shareholders and Directors, banking facilihes and management
abihty to affect costs and revenues

Management regularly forecast profit, financial position and cash
flows for the Group The rolling annual forecast 1s normally updated
monthly

Having reviewed the latest forecast, management regard the
forecasts to be robust Revenue streams are forecast in detanl with
alt recurning revenue contracts individually listed and revenue 1s
ranked by firmness from firm to prospect Management have
reviewed forecast costs for reasonableness aganst pnor years and
with knowledge of expected movements Management have
concluded that forecast costs are robust

Although at 31 December 2011 the Group had net current habilitres
of £4 3m (2010 £4 4m), £3 7m (2010 £3 Om) relates to deferred
income which will be recognised in the year ending 31 December
2012 In additton net cash inflows of £0 5m have been recogmsed
n 2011

The Group has secured an overdraft facity of £1 25m which will be
reviewed as positive cash flows reduce the requirement This facility
1s due for annual renewal in June 2012 however management have
recewved confirmation from HSBC that based on their knowledge of
the Group's performance they do not see any reason that the facility
would not be provided until March 2013, being the penod to which
the going concern forecasts have been prepared Management
have assured themselves that this facility 1s adequate for the needs
of the business based on the cash flow forecasts

The major nisks for future trading are the uptake of new generation
products advance and pub2web, which to a cerlain extent will rely
on the general economic conditions improving, allewing publishers
and information providers to commit to larger capital expenditure
projects We are already seeing an increase in capital expenditure
and 1n enquines and therefore the Board are confident that the
forecasts set for 2012 are achievable in the current market

It1s therefore considered appropriate to use the going concern
basis to compile these financial statements

Basis of preparation

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below These pohcies
have been consistently appled to alt years presented

The accounting policies apphed have been applied consistently
throughout the Pubhishung Technology Group The financial
statements have been prepared under the histoncal cost convention
modified to include the revaluation of certain financial instruments

Statement of comphance

The consolidated financtal statements have been prepared in
accordance with International Financial Reporting Standards
(“IFRS") as adopted by the European Union The accounting
policies set out below have been applied consistently to all periods
presented in these consoldated financial statements

Significant management judgements in applying accounting
pohicies

The following are the significant management judgements used in
applying the accounting policies of the Group that have the most
significant effect on the financial statements

Revenue

The Group provides after-sales support The amount of the selling
price associated with the subsequent servicing agreement 1s
deferred and recognised as revenue over the peniod duning which
the service 1s performed The nature of services provided depends
on the customer's use of the products Therefore management
needs to make significant jJudgements in determining when to
recognise ncome from after-sales services tn particular, this
requires knowledge of the customers and the markets in which the
Group operates The recognition 1s based on historical experience
in the market, and management believes that after-sales-support
gives nse to income recognition based on services actually
performed

Contract revenue

The stage of completion of any long term contract 1s assessed by
management by taking into consideration all information available at
the reporting date In this process managernent makes sigrificant
judgements about milestones, actual work performed and the
estimated cosis to complete the work

Deferred tax assels

The assessment of the probability of future taxable income agamnst
which deferred tax assets can be utiised 1s based on the Group's
latest approved forecast, which 1s adjusted for significant non-
taxable income and expenses and specific Imits to the use of any
unused tax loss or credit The tax rules in the numerous
junisdictions in which the Group operates are also carefully taken
inte consideration If a positive forecast of taxable iIncome indicates
the prebable use of a deferred tax asset, especially when it can be
utiised without a time limit, that deferred tax asset 1s usually
recogrused mn full The recognition of deferred tax assets that are
subject to certain legal or economic imits or uncertamtes are
assessed individually by management based on the specific facts
and circumstances




Research and Development expenditure

Research and Development is fully wntten off to the Staternent of
Comprehensive Income as costs are incurred The Board have
taken into account the inherent nisks in all Research and
Development expenditure and specifically the expenditure being
incurred by the business in the year and have concluded that the
requirements of IAS 38 to capitalise Development expenditure have
not been met

Estimation uncertainty

When prepanng the financial statements management undertakes a
number of judgements, estmates and assumptions about
recogniton and measurement of assets, habilities, income and
expenses The actual results are likely to differ from the
judgements, estmates and assumptions made by management,
and will seldom equal the estimated results Information about the
significant judgements, estmates and assumptions that have the
most significant effect on the recognition and measurement of
assets, labllites, ncome and expenses are discussed below

Impairment

An impairment loss 1s recognised for the amount by which an
assel’s, or cash generating unit’s, carrying amount exceeds its
recoverable amount To determine the recoverable amount,
management estmates expected future cash flows from each
asset, or cash-generating unit, and determines a suitable discount
rate in order to calculate the present value of those cash flows in
the process of measunng expected future cash flows management
makes assumptions about future gross profits These assumptions
relate to future events and circumstances The actual results may
vary, and may cause significant adjustments to the Group's assets
within the next financial year In most cases, determining the
apphcable discount rate involves estmating the appropnate
adjustment to market nsk and the appropnate adjustment to asset-
specific nsk factors See note 9 for details of the review

Fatr value of financral instruments

Management uses valuation techniques in measuning the farr value
of financial instruments, where active market quotes are not
avallable Details of the assumptions used are given in the notes
regarding financial assets and habilities In applying the valuation
techrigues management makes maximum use of market nputs,
and uses estmates and assumptions that are, as far as possible,
consistent with observable data that market participants would use
in pneing the instrument Where applicable data 1s not observable,
management uses its best estimate about the assumptions that
market participants would make These estimates may vary from
the actual prices that would be achieved in an arm’s length
transachon at the reporting date

Basis of consohdation

The Group financial statements consolidate those of the Company
and all of its subsidiary undertakings drawn up to 31 December
2011 Subsidianies are entites over which the Group has the power
to control the financial and operating policies, so as to obtain
benefits from its activities The Group obtains and exercises control
through voting nghts

Unrealised gains on transactions between the Group and its
subsidianes are eliminated Unreahised losses are also eliminated

unless the transaction provides evidence of an impairment of the
asset transferred

The financial statements of subsidianes are included n the
consoldated financial statements from the date that control
commences untl the date that control ceases

Acquisitions of subsidianes are dealt with by the purchase method
The purchase method invalves the recognition at farr value of all
identifiable assets and habilities, including contingent habilities of
the subsidiary, at the acquisttion date, regardless of whether or not
they were recorded in the financial statements of the subsidiary
prior to acquisition The acquisibon cost 1s calculated as the sum of
the acquisition date farr values of the assets transferred by the
acquirer and excludes any transaction costs On inihial recognition,
the assets and habilities of the subsidiary are included n the
consohdated statement of financial position at their farr values,
whtch are also used as the bases for subsequent measurement in
accerdance with the Group accounting policies  Goodwll 1s stated
after separating out identifiable intangible assets Goodwill
represents the excess of acquisiton cost over the farr value of the
Group's share of the identifiable net assets of the acquired
subsidiary at the date of acquisition

Stock options

The Group operates an Approved and an Unapproved Employee
Stock Option plan No charge has been recogrised dunng the year
as the fair value of the options Is not considered to be matenat
Only matenal charges are recognised

Property, plant and equipment

Cost

Property, ptant and equipment 1s stated at cost, net of depreciation
and any provision for impairment

Depreciation

Depreciation 1s calculated using the straight - ine method to
allocate the cost of assets less their estimated residual value over
their estimated useful ives, as follows

Over the term of the lease
3 yrs
5yrs

Leasehold improvements
Computer equipment
Fixtures, fittngs and equipment

The residual value and the useful ife of each asset are reviewed at
least at each financial year-end and, if expectations differ from
previous estimates, the change(s) are accounted for as a change In
an accounting estrmate

Disposal of assets

The gain or loss ansing on the disposal or retirement of an asset is
determined as the difference between the sales proceeds and the
carrying amount of the asset and i1s recognised m the Statement of
Comprehensive Income

Intangible assets

Goodwil!

Goodwill ansing on consolidation represents the excess of the cost
of acquisiion over the Group's interest in the fair value of the
identifiable assets and llabilities of a subsichary at the date of




acquisition Goodwillis tested annually for mpairment and 1s carned
at cost less accumulated impairment losses Impairment fosses are
recognised immedsately in the income statement and are not
subsequently reversed

Goodwill ansing on acquisitions before the date of transiion to IFRS
has been retained at the previous UK GAAP amounts subject to
belng tested for impaimment at that date and at least annually
thereafter

On disposal of a subsidiary, the attributable net book value of
goodwill 1s included in the determination of the profit or loss on
disposal

Brands

The main economic and competiive asset of Ingenta plc at the tme
of its reverse acquisition was its trading name, 'Ingenta’ The brand
values were calculated based on the Group's valuation
methodology, which 1s based on the relief from royalty approach’
As the brand value arose on acquisiton, the intangible asset was
recognised imtally at its fair value and amortised over its useful
aconomig Iife of three years

Other mtangibles

The Group also recognises other separately identifiable mntangible
assets such as customer contacts and relationships These values
arose on the reverse acquisihon of Ingenta plc and were recognised
initially at their fair value and amortised over their usefu! economic
fe of three years

Computer software

Acguired computer software licences are capitalised on the basis of
the cost incurred to bnng the specific software into use These costs
are amortised over ther estmated useful lives which have been
estimated by the Group as three years

Amortisation and impairment of intangible assets are charged to the
income statement

Impairment of intangibles and property, plant and equipment

For the purposes of assessing impairment, assets are grouped at
the lowest levels for which there are separately identifiable cash
flows {cash-generabing units) As a result, some assets are tested
individually for impairment and some are tested at cash-generating
unit level Goodwill 1s allocated to those cash-generating units that
are expected to benefit from synergies of the related business
combination and represent the lowest level within the Group at
which management monitors the related goodwill

Goodwill, other individual assets or cash-generating units that
include goodwill, other intangible assets with an indefinite useful
lfe, and those intangible assets not yet available for use are tested
for impairment at least annually All other individual assets or cash-
generating units are tested for mpairment whenever events or
changes in circumstances indicate that the carrying amount may
not be recoverable

Financial instruments

Financial assets and financial habthties are recognised when the
Group becomes a party to the contractual provisions of the financial
instrument

Financial assets are derecognised when the contractual nghts to
the cash flows from the financial asset expire, or when the financial
asset and all substantal nsks and rewards are transferred A
financial iability 1s derecogrised when it 1s extnguished,
discharged, cancelled or exprres

Financial assets and financial habihties are measured imtially at fair
value plus transactions costs, except for financial assets and
financial habiites carned at farr value through profit or loss, which
are measured mitially at far value Finanaial assets and financial
liabilites are measured subsequently as descnbed below

Financial assets

The Group classifies its financial assets as "loans and receivables’
and ‘available for sale' The classification depends on the purpose
for which the financial assets were acquired Management
determines the classification of s financial assets at inihal
recognition

The Group assesses at the date of each Statement of Financial
Position whether there 1s objective evidence that a financial asset or
a group of financial assets 1s .mpaired

Loans and receivables

Loans and receivables are non-denvative financial assets with fixed

or determinable payments that are not quoted in an active market

They are included in current assels, except for matunties greater

than 12 months after the Statement of Financial Position dats, |
which are classified as non-current assets Loans and receivables

are classified as 'trade and other receivables' in the Statement of

Financial Positon

Trade receivables

Trade receivables are recognised imtially at farr value and

subsequently measured at amortised cost using the effective

interest method, less provision for impairment A prowvision for

imparment of trade recewvables 1s established when there 1s |
objective evidence that the Group will not be able to collect all |
amounts due according to the onginal terms of the recevables |
Significant financial difficulty, igh probability of bankruptcy or a

financial reorgamsation and default are considered indicators that

the trade recevable 15 impaired The amount of the provision is the !
difference between the asset's carrying amount and the present

value of the estimated future cash flows discounted at onginal

effective interest rate The carrying amount of the loss 1s recognised

in the Statement of Comprehensive Income within 'Sales and

marketing expenses' When a trade receivable 1s uncollectible, it 1s

written off against the allowance account for trade receivables |
Subsequent recovenes of amounts previously wntten off are

credited against "Sales and marketing expenses’ in the Statement of
Comprehensive Income




Avatiable for sale financial assels

Avallable for sale financial assets are non denvative financial assets
that are either designated in this category or are not classified in
any other category They are included in non current assets unless
management intends to dispose of the investment within 12 months
of the Statement of Financial Posihon date

On imhial recognition, financial assets are measured at farr value
plus transaction costs that are directly attnbutable to the acquisition
orissue of the financial assets After initial recognition, financial
assets are measured at farr value, without any deducton of
transaction costs

Gains and losses ansing from change in the fair value of a financial
asset are recognised in other comprehensive income, except for
impaiment losses When securities classified as available for sale
are sold or mparred, the accumulated farr value adjustments
recogmised In equity are reclassified from equity to profit or loss

The far values of quoted investments are based on current bid
pnces If the market for a financial asset 1s not active the Group
establishes far value by using valuation techniques These include
the use of recent arm’s length transactions, reference to other
instruments that are substantially the same, discounted cash flow
analysis and option pricing models making maximum use of market
mputs and relying as little as possible on entity specific inputs

Financial habilities

The Group's financial habilities include borrowing and trade and
other payables

Trade payables

Trade payables are recognised inihally at far vaiue and
subsequently measured at amortised cost using the effective
interest method

Borrowings

Borrowings are recognised inttially at fair value, net of transaction
costs incurred Borrowings are subsequently stated at amortised
cost, any difference between the proceeds {net of transaction costs)
and the redemption value 15 recognised In the Statement of
Comprehensive income over the penod of the borrowing using the
effective interest method

Borrowings are classified as current habihties unless the Group has
an unconditional nght to defer settlement of the lhability for at least
12 months after the date of the Statement of Finanaial Position

Cash and cash equivalents

Cash and cash equivalents compnise cash on hand and demand
deposits together with other short term hughly guid investments
that are readily convertible into known amounts of cash and which
are subject to an insignificant nsk of changes in value

Equity

Share capital represents the nominal value of shares that have
been 1ssued
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The translation reserve within equity relates to foreign currency
translation differences arsing on the translation of the Group's
foreign entities

Retained earnings include all current and prior year retained profits
and losses

Reserve acquisition reserve and merger reserve represent
balances arsing on the acquisiton of Ingenta plc in 2007 The IFRS
3 acquisition adjustment reflects the entnes required under reverse
acquisition accounting, whereby consolidated shareholders funds
comprise the capital structure of the legal parent combined with the
reserves of the legal subsidiary and the post acquisition reserves of
the parent

Investment in own shares within equity represents the cost of
shares held within the Vista International Employee Share
Ownership Trust 1999

Where any Group company purchases the Company's equity share
capital {treasury shares), the consideration paid, including any
directly atinbutable incremental costs (net of iIncome taxes) 1s
deducted from equity attributable to the Company's equity holders
until the shares are cancelled or reissued Where such shares are
subsequently sold or reissued, any consideration received, net of
any directly attnbutable incremental transactions costs and the
related income tax effect, 1s included in equity attributable to the
Company’s equity holders

Revenue

Revenue compnses the fair value of the consideration received or
recevable for the sale of goods and services In the ordinary course
of the Group's activibes Revenue 1s shown net of value added tax,
returns, rebates and discounts after ehmination sales within the
Group

The Group recognises revenue when the amount of revenue can be
rehably measured, it ts probable that future economic benefits will
fiow to the entity and when specific critena have been met for each
of the Group's activites as descnbed below The Group bases its
estimates on histonical results, taking into account the type of
customer, type of transaction and specifics of each arrangement

Revenues from the processing of e-jeurnal content and ongoing
services within ingentaconnect are recognised in the penod to
which they relate The period 1s assessed by reference to when the
work 1s carned out

Revenues from document delivery under pay per view access,
clearance and digitisation services within rrgentaconnect revenue,
are recognised on despatch/delivery of the documents

Revenues from long term contracts within censulting services are
recognised on the percentage of completion method This 1s
assessed by reference to the estimated project days in the project
planning documentation, amended for project change requests and
the days worked on the project to the date of testing Where certain
products are sold as multi element arrangements, revenue I1s
recogmised when each element 1s delivered to the customer based
on fair value of each product element assessed as being the seling
price of the product when sold separately and not part of a mult
element agreement

Revenues collected or billed in advance for hosted services,
managed services and support and upgrade revenue, are recorded
as deferred iIncome and recognised over the term of the contract or
the perrod to which 1t relates




Revenue from sales of software licences i1s recognised immediately
if there are no associated implementation requirements Otherwise
licence revenue 1s recognised over the period of the implementation
on a percentage complete basis Software licences can only be sold
without associated implementation where they are additional
licences within the existing install base

Revenue within PCG from contracts where the Group acts as sales
agent 1s recogmsed when invoices are sent on behalf of the
customer to subscnbers The Group raises invoices on behalf of
customers and collects the remittances from subscnbers acting as
agent and therefore no entries are made in the Group’s ledgers for
invoices raised Revenue from these contracts is the commission
element of the sale earned when invoices are rarsed to subscnbers
being PCG's obligations under the agreement Revenue s therefore
accrued for invoices raised to subscnbers as agent based on the
percentage commission to be applied to each sale The Group
invoices the customer for the Group’s commission monthly in
arrears when cash recepts are forwarded to the customer

Employee benefits

Pension obligahons

The Group operates varnious pension schemes which are In the
nature of defined contribution plans A defined contnbution planis a
pension plan under which the Group pays a fixed contnbution into a
separate entity The Group has no legal or construchve obligations
to pay further contnbutions if the fund does not hold sufficient
assels to pay all employees the benefits relating to employee
service n the current and pnor penods The Group does not
operate a defined benefit plan

For defined contribution plans, the Group pays contnbutions to
publicly or pnvately administered pension insurance plans on a
mandatory, contractual or voluntary basis The contnbutions are
recognised as employee benefit expenses when they are due

Share-based employee remuneration

The Group operates equity-settled share-based remuneration plans
for its employees None of the Group's plans feature any options for
a cash settlement

All goods and services received in exchange for the grant of any
share-based payment are measured at their farr values Where
employees are rewarded using share-based payments, the fair
values of employees' services are determined indirectly by
reference to the fair value of the equity instruments granted This
fair value 1s appraised at the grant date and excludes the impact of
non-market vesting conditions

All share-based remuneration 1s ulbmately recognised as an
expense In profit or loss If vesting periods or other vesting
condittons apply, the expense 1s allocated over the vesting penod,
based on the best available estmate of the number of share options
expected to vest

Non-market vesting conditicns are included in assumptions about
the number of options that are expected to become exercisable
Estimates are subsequently revised, if there 1s any inchication that
the number of share options expected to vest differs from previous
estimates Any cumulahve adjustment prior to vesting 1s recognised
in the current period No adjustment 1s made to any expense
recognised in prior penods if share options ultimately exercised are
different to that estimated on vesting
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Upon exercise of share options, the proceeds received net of any
directly attnbutable transaction costs up to the nominal value of the
shares 1ssued are allocated to share capital with any excess being
recorded as share premium

Terrination benefits

Termmation benefits are payable when employment is terminated
by the Group before the normal retirement date or when an
employee accepts voluntary redundancy i exchange for these
benefits The Group recognises termination benefits when 1t is
demonstrably committed to either terminating the employment
according lo a detailed formal plan without possibility of withdrawal
or to providing termination benefits as a result of an offer made to
encourage voluntary redundancy Benefits falling due more than 12
months after the Statement of Financial Position date are
discounted to their present value

Employee Share Cwnership Trust (ESOT}

As the company 1s deemed to have control of it's ESOT trust, its
treated as a subsidiary and consolidated for the purposes of the
consolidated financial statements The ESOT's assets {(other than
investments in the company’s shares), labiliies, iIncome and
expenses are included on a line-by-line basis in the conschidated
financial statements The ESOT's investment in the company's
shares 1s deducted from equity in the consohdated statement of
financial position as If they were treasury shares

Finance leases

The economic ownership of a leased asset Is transferred to the
lessee If the lessee bears substantially all the nsks and rewards of
ownership of the leased asset Where the Group I1s a lessee In this
type of arrangement, the related asset 1s recognised at the
inception of the lease at the fair value of the leased asset or, if
lower, the present value of the lease payments plus incidental
payments, if any A corresponding amount Is recognised as a
finance lease habihty Leases of land and buldings are classified
separately and are split into a land and a bullding element, in
accordance with the relative farr values of the leasehold interests at
the date the assetis recognised inhally

The depreciatton methods and useful lives for assets held under
finance leases are descnbed under “Property, Plant and
Equipment” above The corresponding finance lease liabity 1s
reduced by lease payments net of finance charges The interest
element of lease payments represents a constant proportion of the
outstanding capital balance and is charged to profit or toss, as
finance costs over the perniod of the lease

Operating leases

Leases in which a significant nsk and reward of ownership are
retained by the lessor are classified as operating leases Payments
made under operating leases are recogmsed in the Statement of
Comprehensive Income on a straight-line basis over the term of the
lease Lease incentives received are recognised in the Statement of
Comprehensive Income as an integral part of the total lease
expense and are spread on a straight-ine basis over the lease

term The Group does not have any finance leases

Operatl ng expenses

Operating expenses are recognised in the Statement of
Comprehensive Income upon utiksation of the service or at the date
of their ongin




Fmance cost

Financing costs compnse interest payable, the amortisation of the
costs of acquinng finance and the unwinding of discounts that are
recognised In the Statement of Comprehensive Income Interest
payable I1s recogrised in the Statement of Comprehensive Income
as It accrues, using the effective interest method

Income taxes

The tax expense recognised in the Statement of Comprehensive
Income compnses the sum of deferred tax and current tax not
recognised in other comprehensive iIncome or directly in equity
Current iIncome tax assets and/or habilibes comprise those
obligations to, or claims from, fiscal authonties relating to the
current or prior reporting penods, that are unpaid at the reporting
date Current tax 1s payable on taxable profit, which differs from
profit or loss in the financial statements Calculation of current taxis
based on tax rates and tax laws that have been enacted or
substantively enacted by the end of the reporting penod

Deferred income taxes are calculated using the hability method on
temporary differences between the carrying amounts of assets and
liabilibies and their tax bases However, deferred tax s not provided
on the inital recogmtion of goodwill, or on the initial recogmition of
an asset or lability unless the related transaction 1s a business
combination or affects tax or accounting profit

Deferred tax on temporary differences associated with shares in
subsidianes and joint ventures 1s not provided if reversal of these
temporary differences can be controlled by the Group and it 1s
probable that reversal will occur in the foreseeable future

Deferred tax assets and habihties are calculated, without
discounting, at tax rates that are expected to apply to their
respective pernod of realisation, prowided they are enacted or
substantively enacted by the end of the reporting period Deferred
tax habiliies are always provided for in full

Deferred tax assets are recognised to the extent that it is probable
that they will be able to be utthsed against future taxable income
For management's assessment of the probability of future taxable
income to utiise against deferred tax assets Deferred tax assets
and habilities are offset only when the Group has a nght and
intention to set off current tax assets and liabilites from the same
taxation authonty

Changes in deferred tax assets or labihihes are recognised as a
component of tax income or expense In profit or loss, except where
they relate to items that are recognised in other comprehensive
income {such as the revaluation of land) or directly In equity, in
which case the related deferred tax is also recognised in other
comprehensive iIncome or equity, respechvely

Provisions, contingent habilities and contingent assets

Provisians are recognised when present obhigations as a resuit of a
past event will probably lead to an outflow of economic resources
from the Group and amounts can be estmated reliably Timing or
amount of the outflow may still be uncertain A present cbligation
anses from the presence of a legal or constructive commitment that
has resulted from past events, for example, onerous contracts
Restructuning provisions are recognised only if a detailed formal
plan for the restructuning has been developed and implemented, or
management has at least announced the plan's main features to
those affected by it Provisions are not recogmised for future
operating losses
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Provisions are measured at the estmated expenditure required to
settle the present obhgation, based on the most reliable evidence
available at the reperting date, including the nsks and uncertainties
associated with the present obligaticn Where there are a number of
similar obligaticns, the likelihood that an outflow will be required in
settlement 1s determined by considenng the class of obligations as

a whole Provisions are discounted to their present values, where
the time value of money 15 matenal

Any reimbursement that the Group can be virtually certain to collect
from a third party with respect to the obligation 1s recognised as a
separate asset However, this asset may not exceed the amount of
the related provision All provisions are reviewed at each reporting
date and adjusted to reflect the current best estimate

In those cases where the possible outflow of economic resources
as a result of present obligatons 1s considered improbabte or
remote, no liability 1s recognised, unless it was assumed in the
course of a business combination In a business combination
contingent habilities are recogrised in the course of the allocation of
the purchase price to the assets and liabilities acquired in the
business combinaton They are subsequently measured at the
higher amount of a comparable provision as descrnbed above and
the amount initially recognised, less any amortisation

Possible inflows of economic benefits to the Group that do not yet
meet the recogmtion ¢ntena of an asset are considered contingent
assets

Foreign currency

The consolidated financial statements are presented in Sterling
(GBP), which 1s also the functonal currency of the parent company

Foreign currency transactions are translated into the functional
currency of the respective Group entity, using a monthly estmated
rate set at the beginming of each month Foreign exchange gains
and losses resulting from the settlement of such transactions and
from the remeasurement of monetary items at year-end exchange
rates are recognised in profit or loss Non-monetary items
measured at histornical cost are transiated using the exchange rates
at the date of the transaction and not subsequently retranslated

In the Group's finangial statements, all assets, habiittes and
transactions of Group entities with a funchional currency other than
Sterlting are translated into Sterling upon consolidaton The
functional currencies of the entities 1n the Group have remained
unchanged durning the reporting penod On consclidation, assets
and habilites have been translated inte Sterling at the closing rate
at the reporting date Income and expenses have been translated
into the Group's presentation currency at an approximation of the
average rate over the reporting penod Exchange differences are
charged / credited to other comprehensive iIncome and recognised
in the currency translation reserve in equity On disposal of a
foreign operation the cumulative translaton differences recognised
In eguity are reclassified to profit or loss and recognised as part of
the gain or loss on disposal Goodwill and fair value adjustments
ansing on the acquisttion of a foreign entity have been treated as
assets and liabiities of the foreign entity and translated into Sterling
at the closing rate

Segmental reporting

Operating segments are reported in a manner consistent with the
internal reporting provided to the chief decision-maker The chief
decision-maker has been identified as the Executive Board, at
which level strategic decisions are made




IFRS 8 "Operabng segments” requires a ‘'management approach’,
under which segment information 1s presented on the same basis
as that used for internal reporting purposes and reported in a
manner which 15 more consistent wath internal reporing provided to
the chief operating decision-maker

Standards, amendments and interpretations to existing
standards that are not yet effective and have not been adopted
early by the Group

At the date of authorisation of these financial statements, certain
new standards, amendments and interpretations to existing
standards have been published but are not yet effective, and have
not been adopted early by the Group Management anticipates that
all of the pronouncements will be adopted in the Group's accounting
policy for the first period beginning after the effective date of the
pronouncement Information on new standards, amendments and
interpretations that are expected to be relevant to the Group's
financial statements 1s provided below Certain other new standards
and interpretations have been issued but are not expected to have
a matenal impact on the Group's financial statements

IFRS 9 Financial instruments (IFRS 9)

The IASB aims to replace IAS 39 Financial Instruments
Recogmition and Measurement in its entirety IFRS 9is being 1ssued
in phases To date, the chapters dealing with recognition,
classification, measurement and derecognition of financial assets
and habimtes have been 1ssued These chapters are effective for
annual periods beginming 1 January 2015 Further chapters dealing
with mpairment methodology and hedge accounting are still being
developed The Group's management have yet to assess the
impact of this new standard on the Group's consolidated financial
statements However, they do not expect to implement 1IFRS @ until
all of its chapters have been published and they can
comprehensively assess the impact of all changes

Consohdation Standards

A package of consolidation standards are effechve for annual
perniods beginning or after 1 January 2013 Information on these
new standards Is presented below The Group’s management have
yet to assess the impact of these new and revised standards on the
Group’s consolidated financial statements

IFRS 10 Consolidated Financial Statemenis (IFRS 10)

IFRS 10 supersedes 1AS 27 Consolidated and Separate Financial
Statements (IAS 27) It revised the definition of control together with
accompanying gwdance to identfy an interest in a subsidiary
However, the requirements and mechanics of consolidation and the
accounting for any non-controlling interests and changes in control
remamn the same

IFRS 11 Joint Arrangements (IFRS 11)

IFRS 11 supersedes 1AS 31 Interests in Joint Ventures {(IAS 31) |t
aligns more closely the accounting by the investors with their nghts
and obligations relating to the joint arrangement In addition, 1AS
31's opbon of using proporticnate conschidation for joint ventures
has been ehminated IFRS 11 now requires the use of the equity
accountng method, which 1s currently used for investments in
assoclates
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IFRS 12 Disclosure of inferests in Other Entities (IFRS 12)

IFRS 12 integrates and makes consistent the disclosure
requirements for vanous types of investments, including
unconsolidated structured entiies It introduces new disclosure
requirements about the nisks to which an entity 1s exposed from its
involvement wath structured entihes

Consequential amendments to IAS 27 and IAS 28 Investments in
Assocrates and Joint Ventures (IAS 28)

IAS 27 now only deals with separate financial statements IAS 28
brings investments in joint ventures into its scope However, IAS
28's equity accounting methodology remains unchanged

IFRS 13 Farr Value Measurement (IFRS 13)

IFRS 13 does not affect which items are required to be far-valued,
but cdlarfies the defimtion of fair value and provides related
guidance and enhanced disclosures about fair value
measurements |tis applicable for annual penods beginmng on or
after 1 January 2013 The Group’s management have yet to assess
the impact of this new standard

Amendments to IAS 1 Praeseniation of Financial Statements

(IAS 1 Amendments)

The IAS 1 Amendments require an entity to group items presented
in other comprehensive iIncome nto those that, in accordance with
other IFRSs

(a} will not be reclassified subseguently to profit or loss and
(b} will be reclassified subsequently to profit or loss when specific
conditions are met

It 1s apphcable for annual periods beginning on or after 1 July 2012
The Group’s management expects this will change the current
presentation of iterns in other comprehensive iIncome, however, it
will not affect the measurement or recognition of such items




2  Revenue
An analysis of the Group's revenue Is as follows

Year ended Year ended
31 Dec 11 31 Det 10
£000 £000

Sales of services
Licences 285 221
Consulting Services 3,622 3,384
Hosted Services 3,734 4,026
Managed Services 2,563 2,411
Support and Upgrade 2,764 2,892
PCG 1,911 2,084
14,879 15,018

A geographical analysis of the Group's revenue 1s as follows

Year ended Year ended
31 Dec 11 31 Dec 10
£000 £000

Sales of services
UK 6,247 ’ 6,092
USA 6,972 7,319
Rest of the World 1,660 1,607
14,879 15,018

Revenue 1s allocated to geographical locations based on the location of the customer

3  Operating segments

The following segment information has been prepared in accordance with IFRS 8, "Operating Segments”, which defines the
requirements for the disclosure of financial information of an entity's operating segments IFRS 8 follows the management approach,
which 1s the basis for deciston making within the Group

The Board consider the Group on a business unit basis Reports by Business Unit are used by the chief decision-maker in the Group
Significant operating segments are Enterpnse Applications Division (*EAD™) , Online Services Division (“OSD") , and Marketing
Communications Division (“PCG"} This spiit of business segments 1s based on the products and services each offer

Enterpnise sells author2reader and advance publishing management systems, Online provides ingentaconnect, pub2web and ICS
onhne products, and Marketng Communications provides consultancy service in sales and marketing expertise to publishers

The reported operating segments denve therr revenues from the revenue streams reported in the revenue analysis in note 2 A further
discussion of revenue streams within each division 1s included in the Business Review on page 2 All revenugs are denved from trade
with external parbies

Praperty, plant and equipment 1s held in the UK £190K (2010 £191K), the USA £118K (2010 £166K), Brazil £58K {2010 £nit) and
Australia £2K (2010 £nil)

No customers in the year contributed more than 10% of revenue {2010 none)

The Group's operations are located in the United Kingdom, North America, Brazil, India, China and Australia Any transactions between
business units are on normal commercial terms and conditions
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Segment information by Business Unut I1s presented below

Year to 31 December 2011 Enterpnse Online Marketing
Applications Services Communications
Doasien Diasion Divisicn Consolidated
£000 £000 £'000 £000
External sales 8,858 4,109 1,912 14,879
Segment result (EBITDA) 631 310 {106) 835
Depreciation {94) (93) - {187)
Unallocated corporate expenses {329)
Restructunng (96)
Foreign exchange loss (72)
Operating profit 151
Finance costs (334}
Loss before tax (183}
Tax 254
Profit after tax 71
Enterpnse Online Marketing
Appheations Services Communications
Other information Diwision Division Division Consolidated
£000 £000 £'000 £000
Capital additions 73 63 1 147
Statement of Financial Position
Assets
Attnbutable Goodwill - 2,661 1,076 3,737
Segment assels 3,008 1,289 757 5,054
Unallocated corporate assets 265
Consolidated total assets 9,056
Liabilities
Segment lhabilities 3,804 1,327 577 5,798
Unallocated corporate habilities 5,014
Consolidated total liabilities 10,812
Total equity and habihties 9,056
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Year to 31 December 2010 Enterpnse Onlne Marketing
Applications Services Communicalions
Division Drvsion Dimvision Consclidated
£000 £000 £000 £000
External sales 9,466 3,468 2,084 15,018
Segment result (EBITDA) 825 54 159 1,038
Depreciation (94) {93) - (187)
Unallocated corporate expenses {231)
Foreign exchange gam 64
Operating profit 684
Finance costs (275)
Profit before tax 409
Tax 476
Profit after tax 885
Enterpnse Online Markating
Applicatons Servicas Communications
Other information Division Division Dision Consolidated
£000 £000 £'000 £000
Capital additions 104 94 10 208
Statement of Financial Position
Assets
Attnbutable Goodwatll - 2,661 1,076 3,737
Segment assets 3.202 1,372 764 5,338
Unallocated corporate assets 215
Consolidated total assets 9,280
Liabilites
Segment llabiities 2,83¢ 1,229 632 4,700
Unallocated corporate habilities 6,386
Consolidated total habilities 11,086
Total equity and habihes 8,290

Refer to note 9 for the estimates used in valuation of cash generating umits
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4  Profit from operations

Profit from operations has been amved at after charging / {(crediting)

Year ended Year ended
31 Dec 11 31Dec 10
£'000 £000
Research and development cosis 2,489 2,653
Net foreign exchange losses / {gains) 72 (64)
Depreciation of property, plant and equipment
- owned assets 169 187
- assets under finance leases 18 -
Operating lease rentals
- land and buildings 316 469
- other 142 153
Auditor's remuneration 72 85
A more detalled analysis of auditor's remuneration on a worldwide basis 1s provided below
Year ended Year ended
31 Dec 11 31 Dec 10
£'000 £000
Fees payable to the Group's auditor for
The audit of the parent company and consolidated financial statements 20 20
For other services
The audit of the Company's subsidianes pursuant to legislation 38 50
Taxation services 14 15
72 85

A description of the work of the Audit Committee 1s set out in the corporate governance statement on page 9 and includes an
explanaticn of how auditor objectivity and independence 15 safeguarded when non-audit services are provided by the auditor
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5  Staff numbers and costs

Year ended
31 Dec 11

Average nurmber

Year ended
31 Dec 10

Average number

Staff numbers

Operations 13 119
Sales and marketing 39 32
Administration 11 10
163 161
Year ended Year ended
31 Dec 1 31 Dec 10
£000 £'000
Thewr aggregate remuneration comprised

Wages and salanes 8,790 8,676
Social security costs 576 529
Contribution to defined contribution plans 381 387
Other staff costs 430 387
Staff costs 10,177 9,979

Remuneration in respecl of Directors was as follows
Non-Executive Director fees 132 134
Executive Directors' emoluments 276 260
Company pension contributions to money purchase schemes 25 25
433 419
Remuneration of the highest paid Director (aggregate emoluments) 167 152

Further unaudited information on Directors’ remuneration 1s provided in the Directors’ remuneration report Key management personnel
within the business are considered to be the Board of Directors Pension contnbubions of £19K were paid in respect of the highest paid
Birector (2010 £18K) There are two (2010 two) Directors included in the money purchase pension schemes

The Group operates defined contribution retirerent benefit schemes for all qualifying employees The assets of the scheme are held

separately from those of the Group in an independently adrmirustered fund

The total cost charged to income of £381K {2010 £387K) represents contnibutions payable to these schemes by the Group at rates
specified in the rules of the plans As at 31 December 2011, contributions of £42K (2010 £42K) due in respect of the current reporting

period were included in the Statement of Financial Posibon for payment in January 2012

The Group operates an Unapproved Employee Stock Option plan No charge has been recogrised dunng the year as the cumulative

fair value of the options 15 not considered to be matenal

6 Finance costs

Year ended Year ended
31 Dec 11 31 Dec 10
£000 £000

Interest payable
Interest on bank overdraft and {oans 114 115
Interest on finance leases 2 -
Other loans 218 160
334 275

Interest on other loans payable relates to the loan note and the short term loans Further details are provided i note 14
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7 Tax

Year ended Year anded
31 Dec 14 31 Dec 10
£000 £1000
Analysis of charge in year

Current tax .
Current Research and Development tax credit - UK 300 317
Current year Stats tax ~ US (29) -
Adjustment to prior year charge - UK {2) 16
Adjustment to pnor year charge - US (15} (47)
254 286
Deferred tax (see note 16) - 190
Taxation 254 476

-

The Group has unuthsed tax losses at 31 December 2011 in the UK and the USA of £14 4m {2010 £14 3m)and $12 7m (2010
$13 7m) respectively These losses are still to be agreed with the tax authorities in the UK and USA

The U S tax losses are restricted to $491K per annum as a result of change of control legislation Losses camed forward from the
change of control in Apnl 2008 are restncted and must be used within 20 years The Board believes the Group will be able to make use
of §7 3m (2010 $8 3m) of the total unutilised losses at 31 December 2011

No deferred tax has been recognised In accordance with advice from US tax accountants on the basis that the US losses are restricted
and thera 15 uncertainty on the value of losses which will be able to be used '

The differences are explained below

Reconciiation of tax expense Y:?rr;:cd?? Yg? rl:?:: ?g

£'000 £'000
{Loss) / profit on ordinary activities before tax {183) 409
Tax at the UK corporation tax rate of 26 49% (2010 28%) (48) 115
Expenses not deductible for tax purposes 13 14
Additional deduction for Research and Development expenditure {453) (362)
Surrender of losses Research and Development tax credit refund 341 317
Utiisation of UK losses - (123)
Unrelieved UK losses carned forward 44 150
Utlisation of US losses (163} (368)
Effect of foreign tax rates 20 73
Difference tn timing of allowances (87} (71}
Adjustment to tax charge in respect of pnor years 16 (31)
Unrelieved Brazilian losses carned forward 62 -
Unrelieved Austrahian losses camed forward 2 -
Release of deferred tax liabihty - {190)
Total taxation (254) {476)

Umited Kingdom Corporation tax s calculated at 26 49% (2010 28%) of the estmated assessable profit for the year The UK tax rate
has changed based on the Chancellor's budget

Taxation for other jJunsdictions 1s calculated at the rates prevailing in the respective junsdictions A deferred tax asset has not been
recogrised In relation to tax losses due to uncertainly over their recoverability
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8 Earnings per share

.

Basic earmings per share i1s calculated by dviding the eamings attnbutable to ordinary shareholders by the weighted average number of _
ordinary shares outstanding durng the year

For diluted earnings per share, the weighted average number of ordinary shares in 1ssue I1s adjusted to assume conversion of all dijutive
potential ordinary shares The loan note 1s no longer convertible and all outstanding options have an exercise price in excess of the
average market pnce in the year, therefore there 1s no dilutive impact from the loan or options granted

Year ended Year ended
31 Dec 2011 31 Dec 2010
£1000 £000
Attnbutable profit 71 885
Weighted average number of ordinary shares (*000) 8,414 8,414
Earmings per share (basic and diluted) ansing from both total and continuing operations 0 84p 10 52p
All potential ordinary shares including options and conditonal shares are ant-dilutive
9 Intangible assets
As at 31 December 2011, 31 December 2010 and 31 December 2009
Trademarks and Customer
Goodwill licences relationships Brand Total
£ 000 E000 £000 £000 £1000
Cost 3,737 1,824 128 290 5,979
Amortisation and impairment - 1,824 128 290 2,242
Net book value 3,737 - - - 3,737

At the year end, management carned out an impairment review of goodwili attached to each business unit Following that review it 1s of
the opinion that no impaiment has taken place In its review of other assets, management 1s also of the opimion that the carrying value
of such assets I1s reasonably stated and that no impairment has occurred The goodwill reported In the Group accounts anses from the
reverse acquisition of Ingenta plc in 2007 and 1s reviewed at the end of each financial penod for impairment

Year ended Year ended

31 Dec 11 31 Dec 10

Gross carrying amount £000 £000
Balance as at 1 January and 31 December 3.737 3,737

For the purpose of annual impaiment testing goodwill 15 allocated to the following cash-generating units, which are the units expected
to benefit from the synergtes of the business combinations :n which the goodwill anses

Year ended Year ended

21 Dec 11 31 Dec 10

£'000 £'000

Onhne Services Division 2,661 2,661
Marketing Communications Division 1,076 1.076
Balance as at 31 December 3,737 3,737

The recoverable amounts of the cash generating units were determined based on value in use calculabions for the next five years which
management believe will reflect the mimmum penod dunng which the business will benefit from the resulting cash generation

The value In use calculation 1s based on the latest 12 month forecast for each business unit and these cash flows have been used as
the basis for the full five year forecast applying growth rates which management belheve are prudent in the prevailing economic
conditions and are reflective of histonc performance and future contracted revenue Much of the revenue 1s regarded as recurnng and
unlikely to be adversely affected by technological change Where applicable, management have assumed a forecast growth rate of 2%
{2010 29%) The pub2web revenue stream represents what 1s considered to be “cutting edge” technology and expected, as a result of
histonc ewidence and contracted revenue, to achieve a higher level of growth and this has been reflected accordingly with a growth rate




of 20% over each of the next five years Full service representation is a new revenue stream in 2612 for the Marketing Communications
Division based on the content sales model This has been forecast to grow at 20% in the following 2 years before levelling off to a long
term rate of 2% from 2015 onwards

Although management have determined the valus in use calculations based on the next five year forecast management recogruse that
a penad In excess of five years 1s relevant in determining the value in use and consider that an average growth percentage of 2% would
be apphicable after year five Management consider that extrapolating, using this growth percentage, would increase the value in use
and therefore no impairment would result Cash generated by the Online Services Division over the review period 1s projected to be

£8 3m, therefore £5 6m in excess of the camying value of its allocated Goodwill Similarly, cash generated by the Marketing
Communications Division 18 projected to be £1 5m, therefore £0 4m in excess of its allocated Goodwill The discount rate would need to
increase to approximately 86% for Online Senvices Division and 35% for Marketing Commurications Division before the value in use
calculations based on five year forecasts equals carrying value

Management assumptions include stable profit margins based on past expenence in this market which the management see as the best
available information for the market Management consider a discount factor of 17% will reflect the Group’s cost of capital duning the
review pertod (2010 17%) and that this 1s applicable to both CGU's  Sensitvity analysis was performed using a worst case scenano of
1% growth across all divisions and all revenue streams In the five year forecasts This yielded cash generation in excess of Goodwill
amounting to £0 4m in the Marketing Communications Division and £3 Om in the Online Services Division Management are satisfied
Goodwill has not been impaired

10 Property, plant and equipment

Leasehold Fixtures and Computer
Improvements fittings equipment Total
£000 £000 £000 £000

Cost
At 1 January 2010 374 194 1,598 2,166
Additions 15 37 156 208
Exchange differences - 7 18 25
Disposals (371) (18) (554) {943)
At 31 December 2010 18 220 1.218 1,456
Additions 3 6 138 147
Exchange differences - - 1 1
At 31 December 2011 21 226 1,357 1,604
Accumulated depreciation and impairment
At 1 January 2010 357 108 1,355 1,820
Charge for the year 3 23 161 187
Exchange differences - 4 12 16
Disposals {357) (13) (554) (924}
At 31 December 2010 3 122 974 1.099
Charge for the year 4 21 162 187
Exchange differences - 1 2 3
At 31 December 2011 7 144 1,138 1,289
Carrying amount
At 31 December 2011 14 82 219 315
At 31 December 2010 15 98 244 357
At 31 December 2008 17 86 243 346

Assets held under finance ieases with a net book value of £88K (2010 E£nil) are included in fixed assets and £18K (2010 £nil) of
depreciation was charged on these assets in the year, see note 17 for details
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11 Trade and other receivables

Trade and other receivables compnse the following

As at As at As at

31 Dec 11 31 Dec 10 31 Dec 09

£000 £000 £000

Trade receivables - gross 2,832 2,245 2,132
Allowance for credit losses (31) (34) (19
Trade receivables - net 2,801 2,21 2,113
Other receivables 54 71 56
Accrued income 670 675 594
Financial assets 3.525 2,957 2,763
Prepayments 123 171 120
Non financial assets 123 171 120
Trade and other receivables 3,648 3,128 2,883

All amounts are short term The Directors consider that the carrying amount of trade and other receivables approximates to their fair
value

Trade receivables at the date of the Statement of Financial Position compnse amounts recevable from the sale of goods and services
of £2 8m (2010 £2 2m, 2009 £2 1m)

Trade recervables are pledged as secunty against the Group's overdraft facility

The average credit penod taken on sales of goods 1s 48 days (2010 51 days, 2009 49 days)

All of the Group's trade and other receivables have been reviewed for indicators of mparment Certain trade receivables were found to
be individually impaired and an allowance for credit losses of £31K (2010 £34K, 2009 £19K} has been recorded accordingly within
“sales and marketing™ in profit This allowance has been determined by reference to expected receipts

The movement in the allowance for credit losses can be reconciled as follows

Year ended Year ended

31 Dec 1 31 Dec 10

£'000 £000

Balance as at 1 January 34 19
Amounts wntten off (uncollectable) (3) -
Additional allowance in year - 15
Balance as at 31 December 31 34

An analysis of unimpared trade receivables that are past due I1s given i note 25
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12 Cash and cash equivalents

As at As at As at
31 Dec 11 31 Dec 10 31 Dec 09
£000 £9000 £'000

Cash at bank and in hand

Cash at bank

- GBP 3 16 36
- UsD 785 1.575 567
-EUR 220 159 558
-BRL 10 - -
Cashin hand — GBP - 1 1
1,056 1,751 1,162
Bank Overdraft - GBP {1,467) (2,623) (2,538}
Net cash and cash equivalents (411) (872) (1,376)

‘Net cash and cash equivalents’ 1s used for the Statement of Group Cash Flows The net carrying value of cash and cash eqguivalents 1s

considered a reasonable approximation of far value

13 Trade and other payables

Trade payables and other payables principally comprise amounts outstanding for trade purchases and ongoing costs The average

credit penod taken for trade purchases 1s 39 days (2010 49 days,)}
The Directors consider that the carrying amount of trade payables approximates to therr fair value

Payables falling due within one year

As at As at As at

31 Dec 11 31Dec 10 31 Dec 09

£000 £000 £000

Trade payables 357 714 1,165
Accruals 893 564 378
Finance lease habihties 94 - -
Other payables 1,404 1,637 1,572
Financial iabthties 2,748 2,815 3,115
Deferred income 3,674 2,99 2,606
Social secunty and other taxes 906 1,157 812
Non financial habilibes 4,580 4,148 3,418
Trade and other payables 7.328 6,963 6,533
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14 Borrowings

As at As at As al

31 Dec 11 31 Dec 10 31 Dec 09

£000 £000 £000

Bank overdrafts {note 12) 1,467 2,623 2,538
Short term loans 497 - -
Loan note 1,500 1,500 1,500
3,464 4,123 4,038

On demand or within one year {shown under current habihties) 1,964 2,623 2,538
In the second year 1,500 1,500 1.500
Year ended Year ended Year ended

31 Dec 11 31 Dec 10 31 Dac 2009

Interest rates % % %
275-325% 275% 25%-275%

Bank overdrafts above base above base above base
Short term loans 12% 12% -
Loan Note 8% 8% 8%
Loan Note - default interest 4% 4% 4%

From January 2011 to June 2011, the Group had an overdraft faciity of £1m with Royal Bank of Scotland ple As part of a new facility
agreement with HSBC, the faciity available to the Group increased te £1 25m from July to November From November 2011 to January
2012, this was increased to £1 5m with HSBC to accommodate the cash cycle at the end of the year As at 31 December 2011 the
Group had an overdraft faciity of £1 5m {2010 £1 5m, 2009 £2 Om), at an interest rate of 3 25% above base

The overdraft faciity reduced back to £1 25m at the end of January 2012 Bank overdrafts are repayable on demand

Dunng the first six months of 2011, £1 15m of overdraft facility was underwntten by guarantees from Directors and shareholders This
was reduced to £750K from July 2011 when the Group changed bankers and negotiated a new facility Dunng the three months from
November 2011 to January 20112, the guarantees increased in line with the additonal facility and were therefore £1m for this

period (2010 £0 Sm guarantees for the full year) The average effective interest rate on bank overdrafts approximates 3 65% (2010
325%, 2009 3 5%) per annum

The Directors are of the opinton that the carrying value of the bank overdrafts is a reasonable approximation of therr fair value
The short term loans are loans received from Directors, employees and related parhies in September and October 2011 and repaid in
January and February 2012 Amounts due relating to Directors of the Company or cther related parties are disclosed within related

parties transactions (note 24)

The loan notes are debt instruments AN conversion windows have closed and management have therefore accounted for the loan
notes entirely as finanoal labiibes

All borrowings are measured at amortised cost

Loan notes

The base interest rate on the loan notes 1ssued by Publishing Technology 1s 8% If the Group does not pay any sum payable under this
instrument within 14 days of its due date, the balance for the time being outstanding 1s subject to default interest Default interest 1s set
at 4% above the base interest rate

Interest 1s accrued and paid half yearly in arrears on 30 June and 31 December

The Group did not redeem any of the loan notes duning 2011 The Group 1s in default under the loan agreement and the loan notes are
therefore accruing mterest at 12% per annum The Group will continue to pay interest at 12% on the £1 5m until redemption I1s made
The conversion window for the loan notes has passed and they may not now be converted under the current loan agreement The loan
note holder has agreed to waive any nghts to repayment until Apnl 2013




15 Provisions

Onf;g:: Dilapidations Total

£000 £'000 £000

At 31 December 2009 106 - 106
Utilisation of provision (106) - {106}
At 31 December 2010 - - -
Prowvided in the year - 20 20
At 31 December 2011 - 20 20

The provision for onerous lease was in respect of a property which was sub-let untit the tenant went into hquidation in February 2009
This gave nse to a habity for rent, rates, service charge and dilapidations until the end of the current lease in February 2011 The
Group negotiated the settlement of the dilapidations charges dunng 2010 and all provision was set agatnst this and rent charges in the

year

The prowision for dilapidations 1s in respect of the Group'’s previous head office in Oxford, UK

16 Deferred tax

Subject to agreement with HMRC, the Group has unrealised losses in the UK of £14 4m (2010 £14 3m) The Group also has unutilised
losses in the USA of $12 8m (2010 $13 7m), these losses have yet to be agreed with the US tax authonties The US tax losses have
become restricted under US change of control laws subsequent to the capital raising in Apnl 2008 and the Directors believe a further
$8 7m will be able to be used going forward but that these are inherently uncerlain As a resull the Board beleve conditions for the
recognition of a deferred tax asset have not been met and consequently no deferred tax asset i1s recognised in respect of the losses

{2010 £Ni, 2009 £Nil)

Year ended Year ended Year ended

31 Dec 11 31 Dec 10 31 Dec 09

Deferred tax habihty £1000 £000 £'000
Balance at 1 January - 182 203
Exchange differences - 8 {21)
Provision released - (190) -
Balance at 31 December - - 182

The deferred tax llability related to losses in the US before the restniction arose in 2008 Since then the Group has monitored the
situation and in accordance with advice from US tax accountants released the provision in 2010 on the basis that the losses were

restncted and there was uncertainty on the value of losses which will be able to be used

17 Finance lease arrangements

The Group as lessee

Elements of the Group's IT equipment are held under finance lease arrangements As at 31 December 2011, the net carrying amount of
equipment under finance lease arrangements was £88K (2010 £nil) Finance lease liabilives are secured by the related assets Future

minimum finance lease payments are as follows

Year ended 31 December 2011

1-5years 5 years Total

£1000 £000

Lease payments 105
Finance charges {11)
Net present value 94

There were no finance lease arrangements in the years to 31 December 2009 and 31 December 2010

The lease agreements include fixed payments and a purchase option at the end of the three year lease The agreement 1S non

cancellable and does not contain any further restnctions

35




18 Operating lease arrangements

The Group as lessee

At the date of the Statement of Financial Position, the Group had outstanding commutments for future minimum lease payments under
non-cancellable operating ieases, which fall due as follows

As at As at As at
31 Dec 11 31 Dec 10 31 Dec 09
£000 £000 £000

Land and buldings
Mimimum lease payments due within one year 233 N 304
Mirumum lease payments due in the second to fifth years inclusive 624 618 180
857 929 484

Other

Minimum lease payments due within one year 123 126 133
Mivimum lease payments due in the second to fifth years inclusive 83 196 147
206 322 280

Operating leases for Land and Buildings represent contracts on the following offices Oxford, UK, Bath, UK, Somerset, New Jersey,
USA, and Cambndge, Massachusetts, USA

Other Operating leases represent car leases, photocopier leases and sundry equipment leases

The Group's operating lease agreements do not contain any contingent rent clauses None of the operating lease agreements contamn
renewal or purchase options or escalation clauses or any restnctions regarding dividends, further leasing or additional debt

19 Share Capital

As at 31 December 2011, 31 December 2010 and 31 December 2009

£'000
Authonised
12,000,000 ordinary shares of 10p each 1,200
Issued and fully paid
8,413,610 ordinary shares of 10p each 841

Share issues

The authonsed capital of the Company 1s £1 2m dwided inte 12,000,000 ordinary shares of 10p each, of which 8,413,610 ordinary
shares of 10p each are 1ssued All i1ssued shares are fully paid up The remainder of the Company's authonsed share capital s
unissued
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20 Share options

The Group has an approved and an executive option scheme The executive oplion scheme relates to options granted to a former

Duirector and certain senior management The approved option scheme 1s an H M Revenue and Customs approved scheme available to
eligible Directors and employees The total number of options outstanding over ordinary shares of 10p each that have been granted and
have not lapsed at 31 December 2011 were as follows (2010 17,868, 2009 19,974)

Numbaer of Shares Grant Date Exercise Pnce Expiry Date
65 17 Apnl 2002 £150 00 17 Apnl 2012
7.100 21 January 2003 £525 21 January 2013
500 30 June 2003 £1175 30 June 2013
4,254 21 January 2004 £950 21 January 2014
100 2 August 2004 £6 Q0 2 August 2014
100 22 November 2004 £325 22 November 2014
2,500 4 October 2005 £195 4 October 2015
1,000 30 March 2006 £2 16 30 March 2016
15,619

These options are exercisable from the first, second and third anniversanes of the date of grant

The reduckon in options from 2010 year end 1s due to 2,249 options having expired on the tenth anniversary of their grant date No
charge has been made for the year under IFRS 2 as the Directors do not consider there 1s 2 matenal impact on the reported result

Share options are exercisable up to 10 years after grant If a recipient ceases to be an eligible employee within 3 years of the grant
date, the options lapse after one month unless the employee ceases to be an ehgible empleyee by reason of redundancy, retrement,
injury, disability or death in which case the options lapse after twelve months

21 Investment in own shares

Pubhshing
Technology
Shares held in Treasury Nominal

trust Shares value Cost
Number Number £ £
At 31 December 2009 205,118 - 20,512 3,827
Shares purchased in the year - 2,447 245 2,447
Shares sold in the year (20,441) - {2,044) {381)
Options exercised and shares removed from the trust (1,688) - {169) {31}
At 31 December 2010 182,989 2,447 18,544 5,862
Shares transferred into trust 80,408 8,041 1,500
Shares sold in the year (10,482) (1,048) (196)
Options exercised and shares removed from the trust (1,842) - (194) (36)
At 31 December 2011 250,973 2,447 25,343 7,130

Investment in own shares relates o shares held by the Spread Trustee Company Limited as trustees of the Vista International Lirmted
1998 Employee Share Ownership Trust and the purchase of Publishing Technology plc ordinary shares on the market The trust holds
shares in which employees have a beneficial interest and over which employees hold fully vested options to purchase

The Group 1s deemed to have control of the assets, habihitrtes, income and costs of the trust
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22 Notes to the cash flow statement

Bank balances and cash comgprise cash held by the Group and short-term bank deposits with an onginal matunity of three months or
less The carrying amount of these assets approximates their far value Refer to note 12 ‘cash and cash equivalents'

23 Contingent habilities

There were no contingent ilabllites at 31 December 2011, 31 December 2010 or 31 December 2009

24 Related party transactions

Transactions between the Company and its subsidianes, which are related parties, have been eliminated on consolidation
Remuneration of key management personne!
The remuneration of the Directors, who are the key management personnel of the Group, 15 set out below in aggregate for each of the

categories specified in IAS 24 Related Party Disclosures Further information about the remuneration of individual Directors is provided
in the Directors’ remuneration report on page 11

‘Year ended Year ended

31 Dec 11 31 Dec 30

£'000 £000

Short term employee benefits 433 419

Directors' transactions

The amounts ocutstanding with Directors as at 31 December 2011 relate to amounts due from Publishing Technology plc to Directors in
connection with iInvoiced Non-Executive Directors fees, Short term loans to the Group and interest on Short term loans to the Group

As at As at As at

31 Dec 11 31 Dec 10 31 Dec 09

£000 £000 £000

Amounts outstanding with Directors 360 19 25

During the year the Group borrowed £487K from Directors, employees and related parties at an interest rate of 12% These short term
loans were repaid In January and February 2012 Interest outstanding on the Short term loans from Directors at year end amounted to
£10K (2010 £nil) and was paid on 16 January 2012

Loan notes

The note holder of the £1 5m loan notes is a trust in which M C Rose, the Non Executive Chairman of the Group, 1s a trustee Interest of
E180K was accrued in the year to 31 December 2011, of which £90K was outstanding as at 31 December 2011 and was paid on 16
January 2012 The Note holder has waved any nght to repayment of the loan note untl April 2013

There have been no other loans, quasi-loans or other transactions with Directors or other key management personnel In the year to 31
December 2011 other than those detailed in this note

25 Financial nsk management

The Group 1s exposed to vanous nsks in relation to financial assets and habiliies The main types of risk are foreign currency nisk,
interest rate nsk, market nsk, credit nsk and hquidity nisk

The Group’s nsk management s closely controlled by the Board and focuses on actively securning the Group's short to medium term
cash flows by mimimising the exposure to financial markets The Group does not actively trade in financial assets for speculative
purposes nor does it wnte options The most significant financial nsks are currency nsk, interest rate nsk and certain pnce nisks

Foreign currancy sensitivity

The Group trades in Sterling (GBP), US Dollars (USD) and Euros (EUR) Most of the Group's transactions are carrned outin Sterling
and US Dollars Exposure to currency exchange rates anse from the Group’s overseas sales and purchases, which are pnmanly in
USD, through the trading divisions in the USA (Publishing Technology Inc and Pubhshers Communications Group Inc) The Group does
not borrow or invest in USD other than an intercompany loan denominated in USD between Vista International Ltd and Vista North
Amenca Holdings Ltd, the currency movement on which offsets within the Group income statement

In order to mitigate the Group’s foreign currency nsk, non GBP cash flows are monitored and excess USD and EUR not required for
foreign currency expendrture are translated inlo GBP on an on-going basis The Group 1s a net importer of USD being cash flow positive
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in the USA by approximately $2 5m per annum No further hedging activity 1s undertaken The Group does not enter into forward
exchange contracts

Foreign currency denominated financial assets and habilites, translated nto GBP at the closing rate, are as follows

Short-term Long-term
exposure exposure
usD ust
£:000 £000
31 December 2011
Financial assets 1,581 -
Financial labilites (1,133} -
Total exposure 448 -
31 December 2010
Financial assets 1,630 -
Financial Labilities (1,553} -
Total exposure 77 -

The following table dlustrates the sensitivity of profit and equity with regard to the Group's financial assets and financial habilites and the
USD / GBP exchange rate "all other things being equal® Transactions in EUR are mmatenal and therefore movements of the EUR /
GBP exchange rate have not been analysed

It assumes a + /- 10% change of the USD / GBP exchange rate for the year ended 31 December 2011 {2010 10%) This percentage
has been determined based on the average market volatility in exchange rates in the previous 12 months The sensitivity analysts 15
based on the Group fereign currency financial instruments held at each reporting date

If GBP had strengthened against USD by 10% {2010 10%) then this would have had the following impact

Profit for the year Equity

usD usD

£'000 £000

31 December 2011 {72) (141)
31 December 2010 (121) (144)

It GBP had weakened against USD by 10% (2010 10%) then this would have had the following tmpact

Profit for the year Equity

usD usb

£000 £'000

31 December 2011 88 173
31 December 2010 147 176

Exposures to foreign exchange rates vary dunng the year depending on the volume of overseas transactions Nonetheless, the analysis
above 1s considered to be representative of the Group's exposure to currency nsk

Interest rate senstvity

The Group's pohcy 15 to mimimise interest rate cash flow nsk exposures on long term financing Leng term borrowings are therefore
usually at fixed rates At 31 December 2011 the Group 1s exposed to changes in market interest rates through bank borrowings at
vanable interest rates Other borrewings (being the loans see note 14) are at fixed interest rates
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The following table ilustrates the sensitivity of profit and equity to a reasonably possible change in interest rates of + /- 1% These
changes are considered to be reasonably possible based on market movements and current market conditions The calculations are
based on a change in the average market interest rate for each year, and the financial iInstruments held at each reporting date that are

sensitive to changes in interest rates, All other vanables are held constant

Profit for the year Equity

£000 £000
+1% - 1% +1% -1%
31 December 2011 (24) 24 (24) 24
31 December 2010 (31) 39 {31) 39
31 December 2009 {37) 37 {37) 37

Cradit risk analysis

The Group's maximum exposure to credit risk 1s imited to the carrying amount of financial assets recogrused at the reporting date, as

summansed below

2011 2010 2009

£000 £000 £000

Cash and cash equivalents {note 12} 1,056 1,751 1,162
Trade and other receivables {note 11) 3,648 3,128 2,883
4,704 4,879 4,045

The Group continucusly monitors detaults of customers and incorporates this information into its credit nsk controls Where avaitable at

reasonable cost, external credit ratings and reports on customers are used The Group's policy 1s only to deal with creditworthy

customers

The Group's management considers that the financial assets above that are not impaired or past due for each of the reporting dates

under review are of gocd credit qualty

None of the Group's financial assets are secured by collatera! or other credit enhancements

Some of the ummpaired trade receivables are past due at the reporting date Financial assets past due but not impaired can be shown

as follows

2011 2010 2009

£000 £000 £000

Not more than 3 months 2,696 2,114 2,004
More than 3 months but less than 6 months 82 60 B4
More than 6 months but not more than 1 year 41 50 64
More than 1 year 13 21 -
2,832 2,245 2,132

in respect of trade and other receivables, the Group 15 not exposed to any significant credit nsk from any single customer or group of
customers having the sama charactenstics Trade receivables consist of a large number of customers in different sectors of the market

and geographical locations

The carrying amount of financial assets whose terms have been renegotiated, that would otherwise be past due or impaired 15 £mil

{2010 E£nil, 2009 Eml)

The credit nsk for cash and cash equivalents i1s considered negligible, since the funds are held with banks with a hugh credit rating

Ligurdity risk analysis

The Group manages its iquidity needs by monitoring scheduled debt repayments for long term financial habiitres as well as forecast
cash flows due in day to day business Liguidity needs are monitored 1n vanous time bands Short term cash flow 1s monitored daily
using known darly inflows and outflows for cash flows within 8 to 12 weeks Medium term cash flows within 12 months are moniored
using monthly rolling forecasts tLonger term cash flows are monitored using higher level management strategy documents Net cash
requirements are compared to borrowing facilities in order to determine headroom or any shortfalls This analysis shows if available

borrowing facilities are expected to be sufficient over the lookout perod of 15 months to March 2013

The Group maintains borrowing facilities and enters into finance lease arrangements to meet its hquidity requirements for the medium

term forecast penod (1 year)
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As at 31 December 2011, the Group's financial lrabilttes have contractual matunties (including interest payments where applicable) as

summarised below

Current Non-turrent
£000 £000
Within & months 6 to 12 months 1to 5 years Later than 5 years
31 December 2011
Loans a0 90 1,590 -
Bank borrowtngs (note 14) 1,467 - - -
Short term loans 508 - - -
Finance lease obligations 21 21 63 -
Trade and other payables (note 13} 2,654 - - -
Total 4,740 11 1,653 -
This compares to the Group’s financial liabiities in the previous reporting penod as follows
Current Non-currant
£000 £000
Withun 6 months 6 10 12 months 1105 years Later than 5 years
31 December 2010
Loans 80 80 1,590 -
Bank berrowings (note 14) 2,623 - - -
Trade and other payables (note 13) 2,815 - - -
Total 5,518 90 1,590 -

The above amounts reflect the contractual undiscounted cash flows, which may differ to the carrying value of the habilities at the
reporting date Where the customer has a choice of when an amount 1s paid the habidity has been included on the earliest date on which

payment can be required

The camrying amounts presented in the statement of financial position relate to the following categones of assets and habilites An

analysis of the Group's assets I1s set out below

As at 31 December 2011

As gt 31 Decamber 2010

Total for Total for
financial financial
Loans and Non financial posion Loans and Non financal position
receivables assets heading recervables assets heading
£'000 £ 000 £000 £ 000 £000 £000
Trade receivables 2,801 - 2,801 2,211 - 2,21
Other receivables 54 - 54 71 - 71
Prepayments and accrued income 670 123 793 675 171 845
Cash and cash equivalents 1,056 - 1,056 1,751 - 1,751
4,581 123 4,704 4,708 171 4,879
An analysis of the Group’s liabilities 1s set out below

As at 31 December 2011 As at 31 December 2010
Total for Total for
Financial financial Finanaal financial
habihiues at Non finanaat position liabilies at Non financial posiion
amoriised cosl liabihves heading amorlised cost liabihihes heading
£000 £000 £000 £000 £000 £000
Trade payables 357 - 357 714 - 714
Social secunty and other taxes - 906 906 - 1,157 1,157
Finance leases - 94 94 - - -
Other payables 1,404 - 1,404 1,537 - 1,537
Accruals 893 - 893 564 - 564
Deferred income - 3,674 3,674 - 2,991 2,891
Bank overdrafts 1,467 - 1,467 2623 - 2,623
Short term loans 497 - 497 - - -
Loan note 1,500 - 1,500 1,500 - 1,500
Provisions - 20 20 . . -
6,118 4,694 10,812 6,938 4,148 11,086

41







26 Capital management policies and precedures

The Group's capital management objectives are

To ensure the Group's ability to continue as a going concern, and
To provide an adequate return to shareholders

The Group monitors capital on the basis of the carrying amount of equity plus the loan notes less cash and cash equivalents The
Group's goal in capital management is a capital to overall financingratoof 1 6101 4

The Group sets the amount of capitat in proportion to its overall financing structure, 1 & equity and financial habilibes other than the loan
notes The Group manages the capital structure and makes adjustments to it in ight of changes in economic conditions and the nsk
charactenstics of the underlying assets |n order to mamntain or adjust the capital structure, the Group may adjust the amounts of
dwvidends paid to shareholders, retum capital to shareholders, 1ssue new shares, or sell assets to reduce debt

Capital for the reporting pencds under review 1s summansed as follows

2011 2010 2009

£000 £000 £000

Total equity {1.756) (1,796) {2,561)
Loan notes 1,500 1,500 1,500
Short term loans 497 - -
Cash and cash equivalents 411 872 1,376
Capital 652 576 315
Total equity (1,756) (1,796) (2,561)
Borrowings 3,464 4,123 4,038
QOverall financing 1,708 2,327 1,477
Capital to overall financing ratic 038 025 021

27 Post balance sheet events

The Group carned out a restructuring exercise during January and February 2012 as agreed by the board in December 2011 This s
referred to in both the Chief Executive’s review and the Chairman's statement The restructure will cost the Group in the region of £300K
during 2012, such costs were unable to be accrued in 2011 under the financial accounting rules as the individuzls affected by
redundancy had not been informed £200K of restructunng costs had been agreed by the end of February 2012 The restructunng splits
the Enterpnse division into two distinct units by product author2reader and advance This will focus the author2reader division on
masntaining gress margin and focus the advance group on selling new instances of the software and profitable and efficient project
implementations

The Group signed a jont venture agreement in China dunng 2011 with Beipng Yingchuanggizh: Digital Publishing Technology Limited (a
Chinese registered company) to sell the software products owned by the Group intc the Chinese market and provide services into the
Chinese publishing and information prowvision market The joint venture company can only begm to trade once the joint venture
agreement and the articles of association of the joint venture company have been agreed and ratified by the Betjing Commercial
Committee ("BCC"), which allows the company to apply for a business icence and a company stamp from the Beying Administration for
Industry and Commerce ("BAIC"), which in turn allows the company to apply te the Admimistration for foreign currency exchange for
permission to open bank accounts Approval from the BCC was received in January 2012, and the business licence and stamp are
expected to be received from the BAIC in March 2012 These approvals ratify the joint venture agreement and allow the company to
begin trading At present the financial impact 1s unknown but s not expected to exceed £100K in the next financial year
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Company Balance Sheet
As at 31 December 2011

201 2010
note £'000 £'000
Investments 3 3,068 3,068
Current assels
Debtors 4 2,799 2,599
Current habilibes
Creditors - amounts falling due within one year 5 1,020 654
Net current assets 1,779 1,945
Total assets less current iabihties 4,847 5013
Creditors - amounts faling due after more than one year B, 9 1,500 1,500
Net assets 3,347 3,513
Capital and reserves
Called up share capital 7 as 841
Retatned earnings 8 2,506 2,672
\

Equity shareholders' funds 3,347 3,513

The financial statements were approved by the Board of Directors and authonsed for issue on 2 March 2012 and were signed on its

behalf by

ABMougCA
Director

G M Lossius
Director
Registered number 837205

The accompanying notes form part of these financial statements
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Notes to the Company financial statements

1 Accounting Policies

The financial statements have been prepared ender the  *
histoncal cost convention, and in accordance with applicable ,
accountng standards in the United Kingdom A summary of
the principal Company accounting pohaies, which have been
apphed consistently, 1s set out below

Investments

Investments held as fixed assets are stated at cost less any
prowvision for impairment in value

Borrowings

Borrowings are classified as current labilites unless the
Company has an uncondibional nght to defer settlement of the
hability for at least 12 months after the balance sheet date

Going concern

The Directors have prepared the financial statements on the
going concern basis which assumes that the parent company
and its subsidianes will continue in operational existence for
the foreseeable future

The Dwectors have prepared trading projections to March 2013
which have been used to assess the feasibility of the going
concern assumption On the basis of the trading projections
the Directors believe that the Company will be able to continue
In operational existence for the foreseeable future

It 1s therefore considered appropnate to use the going concern
basis to compile these financial statements (refer to the Group
financial review on page 6)

Share options

The Company has an Approved and an Executive option
scheme The Company has not recognised a share based
payment charge within its accounts as the charge i1s not
deemed matenal for the year

Foreign currencies

Monetary assets and habhuies denominated in foreign
currencies are translated at the rate of exchange ruling at the
balance sheet date

Transactons in foreign currencies during the year are

recorded at a monthly estmated rate set at the beginning of
each month Foreign exchange gains and losses resulting from
the settlement of such transactions and from the
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remeasurement of monetary items at year-end exchange rates
are recognised in profit or loss Non-monetary items measured
at historical cost are translated using the exchange rates at the
date of the transaction and not subsequently retranslated

Defarred taxation

Provision 1s made for deferred taxation, using the full provisien
method, on all matenal tming differences Deferred taxation
has been recognised as a hability or asset If ransactons have
occurred at the balance sheet date that give nse to an
obligation to pay more taxation in the future, or a nght to pay
less taxation in the future An asset is not recognised to the
extent that the transfer of economic benefits in the future 1s
uncertain

Financaial instruments

Financial habilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into An equity instrument 1s any contract that
evidences a residual interest in the assets of the entity after
deducting all of its financial habilities

Where the contractual obligations of financial instruments

(including share capital) are equivalent to a simiar debt

instrument, those financial nstruments are classed as financial

liabiities Financial habiities are presented as such in the

balance sheet Finance costs and gains or losses relating to

financial habilittes are included in the profit and loss account |
Finance costs are calculated so as to produce a constant rate

of return on the outstanding liability

Where the contractual terms of share capital do not have any
terms meeting the definition of a financial hability then this 1s
classed as an equity instrument Diwdends and distnbutions
relating to equity instruments are debited direct to equity

2 Loss for the financial year

The parent company has taken advantage of section 408 of
the Companies Act 2006 and has not included its own profit
and loss account in these financial statements The parent
company's loss for the year was £166K (2010 loss of £157K)

An audit fee in respect of the parent of £20K was paid in
respect of the parent company audit (2010 £20K) Tax fees for
the Group of £14K (2010 £15K) have been borne by the
subsidiary companies

The Company employed two Executive Directors (2010 two)

and the Non Executive Chairman The costs of these |
employees and the fees for the other Non-Executive Director
were borne by the subsidianes




3 Investments

_ 2014 2010
£000 £1000

Cost

Subsidiary undertakings 3,068 3,068

Details of subsidiary undertakings, In which the Company holds majonty shareholdings and which have zl! been consolidated in the
Group financial statements, are as follows

Company Country of registration Hotding Proportion held Nature of the business
Catchword Limited England Ordinary shares 100% Dormant
Preference shares 100%
Ingenta Limited England Ordinary shares 100% Dormant
Ingenta US Holdings Inc USA Ordinary shares 100% Holding Company
PCGInc USA Ordinary shares 100% Marketing and Sales Consultancy
Publishing Technology (Europe} Limited Engtand Ordinary shares 100% Publishing software and services
Pubhishing Technology Inc USA Ordinary shares 100% Publishing software and services
Pubhshing Technology do Brasil LTDA Brazil Ordinary shares 100% Publishing software and services
Publishing Technology Austrahia Pty Ltd Australia Ordinary Shares 100% Publishing software and services
Vista Computer Services Limited England Ordinary shares 100% Dormant
Vista Computer Services LLC USA Crdinary shares 100% Dormant
Vista Holdings Limited England Crdinary shares 100% Dormant
Vista Internavonal Limited England Ordinary shares 100% Holding Company
Vista North Amenca Holdings Lirmited England Ordinary shares 100% Non Trading Holding Company
Uncover Ine USA Ordinary shares 100% Dormant
4  Debtors
2011 2010
£'000 £'000
Amounts owed by subsidiary undertakings 2,799 2,588
Prepayments and accrued income - 11
2,799 2,599
5 Creditors amounts falhing due within one year
2011 2010
£'000 £000
Other creditors
Bank overdraft 351 560
Short term loans (note 9) 497 -
Accruals 172 94
1,020 654
6 Creditors amounts falling due after one year
2011 2010
£.000 £000
Debt
Loan notes (note 9) 1,500 1.500
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7  Share Capital

2011 2010
£'000 £000
Authorised
12,000,000 ordinary shares of 10p each 1,200 1,200
Issued and fully pard
8,413,610 ordinary shares of 10p each 841 841

The holders of ardinary shares are entitled to recetve dvidends from tme to tme and are entitled to one vote per share at meetings of
the Company

8 Equity and Reserves

Preiit and loss
Share capital account Total
, £000 £.000 £000
At 31 December 2010 841 2,672 3,513
Retained loss for the year - (166) (166)
At 31 December 2011 841 2,506 3,347

9 Borrowings

2011 2010
£000 £'000
Bank overdraft 351 560
Short term loans 497 -
Loan notes 1,500 1,500
2,348 2,060
On demand or within one year 848 560
In the second year 1,500 1,500
2,348 2,060
Year ended Year ended
31 Dec 11 31 Dec 10
Interest rates % %
! 275% -325% 275%
Bank overdrafts above base above base
Short term loans 12% 12%
Loan notes 8% 8%
Loan notes — default interest 1% 4%

Bank overdrafts are repayable on demand Overdrafts of £351K (2010 £560K) have been secured by a charge over the Group’s
assets The average effective interest rate on bank overdrafts approximates 3 65 % (2010 3 25%) per annum

The short term loans are loans received from Directors, employees of subsidianes and related parties in September and Cctober 2011
and repaid in January and February 2012 Amounts due relating to Directors of the Company or other related parties are disclosed
within the related parbes fransachons note 24 to the Group accounts

The loan notes are financial instruments as all conversion windows have now closed Management have therefore accounted for the
loan notes entirely as financial liabilibes
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Loan notes

The base interest rate on the loan notes 1ssued by Publishing Technology 1s 8% If the Company does not pay any sum payable under
this tnstrument within 14 days of its due date, the balance for the tme being outstanding 1s subject to default interest Default interest 1s
set at 4% above the base interest rate

Interest 1s accrued and paid half yearly m arrears on 30 June and 31 December

The Company did not redeem any of the loan notes during 2011 The Company 1s in default under the loan agreement and the loan
notes arg thersfore accruing interest at 12% per annum The Company will continue to pay interest at 12% on the £1 5m unhl
redemption 15 made The conversion window for the loan notes has passed and they may not now be converted under the current loan
agreement The loan note holder has agreed to waive any nghts to repayment untl Apnl 2013 i

10 Related party transactions

The note holder of the £1 5m locan notes 1s a trust in which M C Rose, the Non Executive Chairman of the Company, 15 a trustee
Interest of £180K was accrued in the year to 31 December 2011, of which £90K was ocutstanding as at 31 December 2011 and paid in
January 2012 Related party transaclions are detailed in note 24 to the consolidated accounts

Duning the year the Company borrowed £497K from Directors and senior staff at an interest rate of 12% (“short term loans®) These '
loans were repaid in January and February 2012 Interest outstanding to Directors on these loans at year end amounted to £10K (2010
£mil) and was paid on 16 January 2011

The Company has taken advantage of exemptions under FRS8, not to disclose transactions with other members of the Group

11 Post balance sheet events

The Group camed out a restructunng exercise dunng January and February 2012 as agreed by the board in December 2011 This 1s
referred to in both the Chief Executive's review and the Chaiman’s statement The restructure will cost the Group n the region of £300K
dunng 2012, such costs were unable to be accrued in 2011 under the financal accounting rules as the individuals affected by
redundancy had not been informed £200K of restructunng costs had been agreed by the end of February 2012 The restructuring sphts
the Enterprise dvision into two distinct units by product author2reader and advance This will focus the author2reader division on
maintaining gross margin and focus the advance group on selling new instances of the software and profitable and efficient project
mplemantations

The Group signed a jont venture agreement in China dunng 2011 wath Beiypng Yingchuanggiztu Digital Publishing Technology Limited (a
Chinese registered company) to sell the software products owned by the Group into the Chinese market and provide services into the
Chinese publishing and information provision market The joint venture company can only begin to trade once the joint venture
agreement and the articles of association of the Jjoint venture company have been agreed and ratfied by the Beying Commercial
Committee (“BCC"), which allows the company to apply for a business licence and a company stamp from the Beling Administration for
Industry and Commerce {("BAIC"), which tn turn allows the company to apply to the Administration for foreign currency exchange for
permission to open bank accounts Approvai from the BCC was recewved in January 2012, and the business licence and stamp are
expected to be received from the BAIC in March 2012 These approvals ratfy the joint venture agreement and allow the company to
begin trading At present the financial impact 1s unkngwn but i1s not expected to exceed £100K in the next financial year
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