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FOR IMMEDIATE RELEASE

12th December 2006

Preliminary Results
Good profits growth and strong momentum in core markets

Civica plc (“Civica” or “the Group”), the software and services group focused on the public sector, announces its preliminary results for the year ended 30 September 2006.

Key Financials
· Operating profit* up 46% to £18.5 million (2005: £12.7 million)

· Gross profit up 48% to £66.5 million (2005: £44.9 million) 

· Turnover up 18% at £125.0 million (2005: £106.0 million)

· Turnover related to own software products up 52% to £73.7 million (2005: £48.6 million)

· Consulting revenue up 58% to £26.2 million 
· Owned software applications revenue up 28% to £21.5 million
· Managed services revenue up 70% to £26.0 million
· Order book up 67% at £91 million (2005: £54.5 million)
· Statutory results for the year were turnover of £125.0 million (2005: £106.0 million) and operating profit of £1.4 million (2005: £4.8 million). Basic loss per share was 3.2p 
(2005 earnings per share: 0.9p)
· Good cash generation with net cash flow from operating activities and before the cash effect of exceptional items at 97% of operating profit*

· Basic* adjusted earnings per share growth of 31% to 20.9p
· Proposed final dividend of 1.45p making a total for the year of 2.18p (2005 1.98p) 
· Successful completion of the Comino acquisition which has delivered operational benefits ahead of expectations; with exceptional costs of £7.1 million (2005: nil) related to the integration

· The continued strategy of expanding the scope and scale of contracts around core areas of process and software expertise provided good momentum in the period. Highlights included:

· Growth in process-led consultancy targeting service delivery outcomes, together with engagements around new legislation including a postal services review across 18 local authorities to deliver cashable efficiency savings

· Sustained new business in the local government and housing markets with more than 50 new software contracts, together with expansion into new areas, including social care with projects for Liverpool City Council and the London Borough of Hackney
· Good progress in education, as ICT partner in the preferred consortium for Sheffield’s ‘Building Schools for the Future’ programme, and successful entry into the UK library market with the £1.5m South East Library Management (SELMS) shared service contract
· Managed services contracts for a further 27 public sector organisations in local government, enforcement and education sectors including 5 new customers in Australia
· Selection by the UK Office of Government Commerce as a solutions provider within its national ‘Catalist’ procurement framework
* before goodwill amortisation, exceptional items and LTIP charges.
Commenting on the results, Simon Downing, Chief Executive, said:

“This year has seen further significant progress in the UK and internationally for Civica. I am pleased that we have once again delivered strong operating profit growth fuelled by our proprietary software solutions. The integration of recent acquisitions and expansion in existing and related public sector markets continues to strengthen the Group’s market position. With customers expected to continue investment in process improvement, integrated services and of course efficiency, the outlook for the Group remains positive.”
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CHAIRMAN’S STATEMENT
I am very pleased to present preliminary results for Civica for the year ended 30 September 2006 and to report that the Group has once again performed well, in particular achieving a substantial increase in operating profits in line with market expectations. 
It has been another year of considerable development for Civica, a leading software and IT services business specialising in the public sector market. Civica’s activities help more than 1,500 customer organisations, in local government, housing, education, enforcement and associated markets, to deliver essential public services, improved regulation and greater efficiency. During the period we have continued to deliver on our stated strategy. The Group has won new business with existing customers while successfully expanding into related markets; we have introduced new solutions that draw on Civica’s broad capability and we have successfully completed the integration of Comino to strengthen further the Group’s position as a partner of choice for the public sector.
Following the acquisition of Comino in February 2006, the Group has established a complete framework of front office, service delivery and back office administration systems - which are behind local transactions with more than 25 million citizens and businesses, whilst realising significant operational benefits through integration of the business.
Trading Results 

During the year to 30 September 2006, turnover grew 18 per cent to £125.0 million, with operating profit* of £18.5 million, which represents an increase of 46 per cent over the previous year. 
Our focus on higher margin activities related to Civica’s own software applications saw turnover in this area (including consulting, software and managed services) grow by 52 per cent over the previous year to £73.7 million, driven by organic growth of 10.4 per cent and the inclusion of the Comino business. An improved mix towards more own software sales contributed to a total gross profit for the period of £66.5 million, which represents a year-on-year increase* of 48 per cent.  

Work carried out under long term contracts is an increasing feature of our business. As at 30 September 2006 the order book stood at £91 million (2005: £54.5 million), of which some 70 per cent is deliverable in the current financial year, and our pre-contracted recurring licence and support revenues now account for 50 per cent of owned software related activities.

	GROUP OVERVIEW
	Year ended 30 Sept 06
£’000
	Year ended 30 Sept 05
£’000

	Turnover
	125,040
	106,028

	Cost of sales
	(58,564)
	(61,141)

	Gross profit
	66,476
	44,887

	Administrative expenses*
	(47,959)
	(32,214)

	Adjusted operating profit*
	18,517
	12,673

	Interest payable
	(2,368)
	(2,461)

	Adjusted profit on ordinary activities before taxation**
	16,149
	10,212

	Taxation
	(3,872)
	(2,817)

	Adjusted profit on ordinary activities after taxation***
	12,277
	7,395

	
	
	

	Adjusted earnings per share – basic*
	20.9p
	15.9p

	Adjusted earnings per share – diluted*
	19.5p
	14.7p


* before goodwill amortisation, exceptional items and LTIP charges.
** Profit on ordinary activities before taxation reconciles to the statutory profit on ordinary activities before taxation by adjusting for LTIP charges of £2,501,000, goodwill amortisation of £7,542,000 and exceptional items of £7,066,000.

*** Profit on ordinary activities after taxation reconciles to the statutory operating profit on ordinary activities after taxation by adjusting for LTIP charges after taxation of £1,604,000, goodwill amortisation of £7,542,000 and exceptional items after taxation of £4,946,000.

Exceptional costs of £7.1 million were incurred in the period. These costs comprise redundancy costs, site closure costs and other expenses arising from the rationalisation of the Group following the acquisition of Comino in February 2006. The charge is slightly higher than was initially expected at the time of the acquisition as additional savings have been identified which has increased the level of rationalisation undertaken within the business. The restructuring process is now complete with operational benefits delivered ahead of expectations. 

Cash generated from operating activities and before the cash effect of exceptional items of £4.0 million continues to be strong at 97 per cent of adjusted operating profit* and the Group finished the year with cash in the bank of £13.5 million and net debt of £38.8 million. The balance sheet as at 30 September 2006 shows net assets of £103.6 million. Goodwill of £149.5 million is being written off over twenty years. Statutory operating profit for the period was £1.4 million and basic loss per share of 3.2p. 
REVIEW OF OPERATIONS 

Main activities include business and technical consulting, development and integration of specialist business applications, and managed services. The Group provides a comprehensive range of products and services which can be delivered standalone or as part of a full service-oriented solution. During the period, good progress has been achieved across all revenue streams, with an increase in consulting projects, managed service contracts for a further 27 public sector organisations in the UK, Australia and Singapore and continued new software sales success.
Consulting

Civica’s focus on customer outcomes, in particular enabled by contact management, workflow, electronic document management and mobile technologies, has driven an increase in solutions consulting focused around service delivery. In addition, the Group has concentrated business consulting activity around new government legislation in core areas of expertise, such as the Housing Act, the Licensing Act and the Clean Neighbourhoods and Environment Act.
Following postal services deregulation, Civica was commissioned for a programme involving 18 local authorities in the East of England, to identify and deliver direct efficiency savings by introducing new post and document delivery services as well as a range of process improvements. The programme, carried out in conjunction with the Regional Centre of Excellence (East), will help to improve the handling and processing of post, and has identified cashable efficiency savings estimated at over £20m in a twelve month period should it be implemented nationally.

The table below shows results extracted from the management accounts for the period. Contribution is defined as gross profit less direct technical and sales costs.

	Consulting
	
	

	
	Year to 30 Sept 06
	Year to 30 Sept 05

	
	£’000
	£’000

	
	
	

	Turnover
	26,192
	16,542

	Gross profit
	21,183
	12,095

	Contribution
	4,714
	1,871


Software
At the heart of Civica’s business is a suite of specialist software applications used by customers for managing their day-to-day operations. These span front office, mobile working and back office administration. During the year, the Group grew revenues from owned software by 28 per cent. Third party revenues reduced as a proportion of total group revenues to 41 per cent (2005: 54 per cent).
In addition to 14 workflow and document management solutions based around front office services, Civica has continued to secure new implementations of its administration systems, including at East Ayrshire Council where the latest financials system was chosen to replace the incumbent ERP system. New orders from customers including Reading Borough Council and Places for People Housing Association were won for the Group’s market-leading e-payments solution, which is now used to manage more than £500 million in secure payments annually. Civica also cemented its market leading position in public protection, with Wakefield Borough Council and Southern Housing taking the number of customers in the sector to over 200. Meanwhile, the Australian market continues to embrace an integrated IT platform for delivering services, Noosa Council the latest to adopt a single enterprise solution for its local government business applications.
In April, Civica was selected by the Office of Government Commerce (OGC) as an accredited specialist solutions provider for its ‘Catalist’ procurement framework, enabling the Group to offer its complete range of consulting, software and managed services through the framework over the next five years. Following Civica’s selection, a steady level of customer interest culminated in the first contracts through ‘Catalist’ for both Civica and Comino applications. 

The third party licensing business improved gross margins to 9 per cent on reduced turnover. The business continued to sign long term software supply contracts for organisations including Edinburgh City Council, the London Borough of Tower Hamlets and the London Borough of Lambeth, the latter in a three-year Business Desktop Deployment programme worth £1.1 million to standardise 5,000 Microsoft desktop environments and improve software licensing management.
The table below shows results extracted from the management accounts for the period. Contribution is defined as gross profit less direct technical and sales costs.

	Own Software
	
	

	
	Year to 30 Sept 06
	Year to 30 Sept 05

	
	£’000
	£’000

	
	
	

	Turnover
	21,456
	16,727

	Gross profit
	18,390
	15,038

	Contribution
	8,834
	7,491


Managed Services 

Civica provides a complete set of services to manage the capacity, performance and availability of every layer of a customer’s infrastructure. Drawing also on Civica’s expert consulting services, including process engineering and management of change, Civica manages and operates supporting processes together with key infrastructure.
During the period managed services revenues increased 70 per cent and the Group secured 27 new contracts. The delivery on time of phases one and two of the Singapore Ministry of Education contract across 198 schools, and the UK South East Library Management Services (SELMS) agreement following the year end serve to illustrate the management benefits of the model. Indeed, in the libraries sector, following further new business wins including Maroochy Public Library and the District of Malalla, 475 libraries are now supplied under managed services agreements. The first managed services contract for the Authority integrated local government solution has also been followed by core ICT systems for four local authorities in Southern Australia.
The table below shows results extracted from the management accounts for the period. Contribution is defined as gross profit less direct technical and sales costs.

	Managed services
	
	

	
	Year to 30 Sept 06
	Year to 30 Sept 05

	
	£’000
	£’000

	
	
	

	Turnover
	26,042
	15,317

	Gross profit
	22,350
	13,055

	Contribution
	13,350
	8,596


MARKETS REVIEW

Civica has been supplying software and IT services to the public sector market in the UK, Australia and the USA for more than 20 years. Main activities are focused on local government, social housing, education and enforcement markets, although the Group also supplies customers in associated sectors of healthcare, legal, pensions administration and selected corporate customers.
Local Government 

Local government continues to be characterised by change, presenting new areas of opportunity for suppliers. Policy initiatives, including the Local Government White Paper and the forthcoming Lyons Report relating to the function and financing of local government, provide the framework for the government’s 2007 spending review, and increase the pressure on local authorities to improve service delivery and achieve ‘ambitious’ efficiency gains. 

New technology continues to be seen as an enabler, but with the emphasis on re-engineering local business processes to deliver more effective services, in particular through efficient contact management. The integration of Civica and Comino in the UK, and the extension of the company’s enterprise-wide ‘Authority’ system in Australia, have enhanced the Group’s position to respond to this increasing focus on workflow and document management-led programmes. 

New business focus in this area has resulted in a number of good wins and reference projects that support the product and market strategy, with new agreements for Newcastle City, Woking Borough and Wrexham councils, the latter a 500-user implementation awarded through the ‘Catalist’ procurement framework. The selection by Scottish Borders means that half of Scotland’s authorities now use the Group’s workflow and document management solutions, while in Australia the number of customers for the ‘Authority’ solution passed 100 with the addition of Lismore City. Meanwhile implementation of document management as part of a drive to boost customer service helped customers Lichfield District Council to the ‘Revenues Team of the Year’ award, with Liverpool Direct nominated for public sector technology project of the year.
Public protection, environment and street management, is an area characterised by an increasing workload, with “crime and grime” high on the public list of priorities. New offerings to support customer requirements in areas such as environmental crime and anti-social behaviour have been adopted by customers including Salford City and Stockton-on-Tees, and Civica now supplies anti-social behaviour systems to more than 70 customers.

Social Housing
The Social Housing sector continues to evolve, for example putting tenant participation, planning and regeneration at the centre of future policy. Whilst the market for core housing administration systems is mature, the Group has continued, following the acquisition of Comino to secure new business through its focus on front office-led solutions. Following selection for the strategic housing programme at Manchester City Council, customers in the period have included Dominion Group and Gloucester Homes, together with the London Borough of Tower Hamlets.

A focus on call centre solutions has found favour within the sector, in particular the integration of Computer Telephony Integration (CTI) including a full suite of contact centre telephony and contact management applications for customers including Bromford Housing and Pennaf Housing. 
Education & Skills
Overall spending in the education sector is expected to increase over the next few years; with the £45 billion ‘Building Schools for the Future’ (BSF) programme the main area of focus for suppliers. This long-term programme has been slower than expected in the initial stages, but the Group has made good progress in establishing market position with its selection as ICT partner for the preferred consortium at Sheffield City Council. This has been supported by web-based learning environments for customers such as Exeter College and the Lambeth Academy. Costs related to BSF during the period totaled £550,000 and, given the significant opportunity in this market, the Group plans to invest an additional £1 million over the next 12 months bidding for further BSF projects. 
The libraries market is also one in which public authorities are under pressure to deliver better customer service, accessibility and efficiency. Civica has established significant momentum in the market, supplying 1,100 libraries internationally, and has successfully entered the UK market with the ground-breaking £1.5 million SELMS contract at the end of the year, a programme with six library authorities serving 1.4 million people, which is viewed as a model for future shared services in UK library management. 

Meanwhile the second phase of the Singapore schools library project was delivered on time, with the managed service going live at 198 schools in the first year. Civica provides library staff to 133 of the school libraries and collection management services to 189 schools as part of its complete and integrated service, which will be used by 328 schools when the project is fully implemented.

Enforcement

In the police sector, intelligence-led operations and efficiency remain high on the agenda, however market conditions have proved demanding during the period with a preponderance for smaller, incremental business opportunities and deployment of existing solutions on a wider basis. 
New business included a 4-year framework agreement with Sussex Police and the Group’s first managed services win in the sector at West Midlands Police. Civica has continued to develop relationships in the enforcement sector, including the Vehicle and Operator Services Agency (VOSA), for whom Civica’s ‘VIPER’ automatic number plate recognition and weigh-in-motion solution for targeting overweight commercial vehicles won the Intelligent Transport Society Award for Excellence. Further orders have taken the value of recent business with VOSA to approximately £1 million.
Acquisitions

During the period Civica successfully completed the acquisition of Comino for £51.1 million in cash. A rationalisation of property and back-office functions has included the closure of four offices and the consolidation of finance and administration into a single unit. A common marketing, HR and ICT support infrastructure has also been established as part of the integration. Whilst there have been significant savings and operational benefits resulting from the acquisition the business has continued to perform very well post-acquisition, both in established areas such as revenues & benefits and housing as well as new areas including social care and planning. 
Civica remains active in reviewing potential acquisition opportunities which complement existing operations. 
People

Civica now employs 1,131 people (2005: 648) and continues to recruit and develop talented individuals with specific domain expertise, placing an emphasis internally on developing the skills of our people. Improved processes during the year have included the launch of new recruitment and induction programmes together with further rollout of initiatives such as “Raising the Bar” and “Team Potential” our management development programmes. 

Dividend

The Board is once again proposing a final dividend. This dividend, of 1.45 pence per ordinary share, if approved will be paid on 7 March 2007 and would make the total dividend paid for the year 2.18 pence per ordinary share (2005: 1.98 pence per ordinary share).
Outlook

We are pleased with the results that the Group has delivered this year while also managing the integration of recent acquisitions and progressing larger business opportunities in existing and new market sectors. Since flotation on 1 March 2004, Civica has almost doubled operating profits and resources having grown from 500 employees to more than 1,100. We are confident that the integration of recent acquisitions and the increasing scale and breadth of Group capability, combined with significant drivers for change in each of the markets we serve, will deliver further significant growth opportunities and our outlook for the business remains positive.
Finally, I would like once again to extend the Board’s thanks to all our staff for their dedication and our customers and business partners for their continuing commitment and support.

Laurence Vaughan

Non-executive Chairman

12 December 2006
Consolidated Profit & Loss Account

for the year ended 30 September 2006
	
	
	Year 

ended

30 Sept 2006
	
	Restated 

Year
ended

30 Sept 2005

	
	
	
	
	
	
	

	
	
	£’000
	£’000
	
	£’000
	£’000

	
	
	
	
	
	
	

	
	Notes
	
	
	
	
	

	
	
	
	
	
	
	

	Turnover
	
	
	
	
	
	

	Existing Operations
	
	104,967
	
	
	106,028
	

	Acquisitions
	
	20,073
	
	
	-
	

	
	
	
	125,040
	
	
	106,028

	Cost of sales
	
	
	(58,564)
	
	
	(61,141)

	
	
	
	
	
	
	

	Gross Profit
	
	
	66,476
	
	
	44,887

	Administrative expenses
	
	
	(65,068)
	
	
	(40,087)

	
	
	
	
	
	
	

	Operating profit before amortisation, exceptional items and LTIP charges
	
	18,517
	
	
	12,673
	

	LTIP charges
	3
	(2,501)
	
	
	(2,329)
	

	Goodwill amortisation
	
	(7,542)
	
	
	(5,544)
	

	Exceptional items
	4
	(7,066)
	
	
	-
	

	
	
	
	
	
	
	

	Operating profit
	
	
	
	
	
	

	Existing operations
	
	4,066
	
	
	4,800
	

	Acquisitions
	
	(2,658)
	
	
	-
	

	
	
	
	1,408
	
	
	4,800

	
	
	
	
	
	
	

	Interest on bank debt
	
	(2,209)
	
	
	(2,300)
	

	Other interest 
	
	(159)
	
	
	(161)
	

	
	
	
	
	
	
	

	Total interest payable
	
	
	(2,368)
	
	
	(2,461)

	
	
	
	
	
	
	

	(Loss)/profit on ordinary activities before taxation
	
	
	
(960)
	
	
	
2,339

	Taxation
	
	
	(855)
	
	
	(1,917)

	
	
	
	
	
	
	

	(Loss)/profit on ordinary activities after taxation
	
	
	(1,815)
	
	
	422

	Minority interests
	
	
	(74)
	
	
	-

	
	
	
	
	
	
	

	Loss attributable to equity shareholders for the period
	
	
	(1,889)
	
	
	
422

	
	
	
	
	
	
	

	(Loss)/earnings per share (pence)
	6
	
	
	
	
	

	Basic
	
	
	(3.2)p
	
	
	0.9p

	Diluted
	
	
	(3.2)p
	
	
	0.8p

	
	
	
	
	
	
	

	Adjusted Earnings per share
	6
	
	
	
	
	

	Basic
	
	
	20.9p
	
	
	15.9p

	Diluted
	
	
	19.5p
	
	
	14.7p

	
	
	
	
	
	
	


Statement of Total Recognised Gains and Losses

For the year ended 30 September 2006

	
	Year

ended

30 Sept 2006
	Restated

Year

ended

30 Sept 2005

	
	
	
	
	

	
	
	£’000
	
	£,000

	
	
	
	
	

	(Loss)/ profit for the period after taxation
	
	(1,889)
	
	422

	Exchange (losses)/ gains
	
	(375)
	
	82

	Actuarial gains/ (losses)
	
	412
	
	(962)

	
	
	
	
	

	
	
	(1,852)
	
	(458)


Consolidated Balance Sheet

as at 30 September 2006
	
	
	30 September 

2006
	
	Restated

30 September 

2005

	
	
	
	
	
	
	

	
	
	£’000
	£’000
	
	£’000
	£’000

	
	
	
	
	
	
	

	
	Notes
	
	
	
	
	

	Fixed Assets
	
	
	
	
	
	

	Intangible assets
	7
	149,477
	
	
	112,709
	

	Tangible assets
	
	4,884
	
	
	2,399
	

	
	
	
	154,361
	
	
	115,108

	
	
	
	
	
	
	

	Current Assets
	
	
	
	
	
	

	Stocks
	
	529
	
	
	512
	

	Debtors – due within one year
	9
	36,863
	
	
	27,060
	

	Cash at bank and in hand
	
	13,455
	
	
	9,712
	

	
	
	
	
	
	
	

	
	
	50,847
	
	
	37,284
	

	Creditors: Amounts falling due within one year
	10
	(52,202)
	
	
	(41,428)
	

	
	
	
	
	
	
	

	Net current liabilities
	
	
	(1,355)
	
	
	(4,144)

	
	
	
	
	
	
	

	Total assets less current liabilities
	
	
	153,006
	
	
	110,964

	Creditors: Amounts falling due after more than one year
	11
	
	(44,718)
	
	
	(28,794)

	Provisions for liabilities and charges
	12
	
	(1,912)
	
	
	(589)

	
	
	
	
	
	
	

	Net assets before pension deficit
	
	
	106,376
	
	
	81,581

	Net pension deficit
	
	
	(2,754)
	
	
	(3,208)

	
	
	
	
	
	
	

	Net Assets
	
	
	103,622
	
	
	78,373

	
	
	
	
	
	
	

	Capital and Reserves
	
	
	
	
	
	

	Share Capital
	
	
	3,112
	
	
	2,547

	Share Premium
	
	
	103,193
	
	
	78,170

	Profit and Loss Account
	
	
	(3,105)
	
	
	(2,344)

	
	
	
	
	
	
	

	Capital and Reserves attributable to equity shareholders
	
	
	103,200
	
	
	78,373

	Minority interests
	
	
	422
	
	
	-

	
	
	
	103,622
	
	
	78,373

	
	
	
	
	
	
	


Consolidated Cash Flow Statement

for the period ended 30 September 2006
	
	Year 

ended 

30 Sept 

2006
	
	Year
ended

30 Sept 

2005

	
	
	
	
	
	

	
	
	£’000
	
	
	£’000

	
	
	
	
	
	

	Net Cash Inflow from Operating Activities
	
	14,020
	
	
	7,367

	
	
	
	
	
	

	Returns on Investment and Servicing of Finance
	
	
	
	
	

	Interest Paid
	(2,205)
	
	
	(2,300)
	

	Payment of Arrangement Fees
	(188)
	
	
	(257)
	

	Net Cash Outflow from Returns on Investment and Servicing of Finance
	
	(2,393)
	
	
	(2,557)

	
	
	
	
	
	

	Corporation Tax Paid
	
	(2,127)
	
	
	(1,327)

	
	
	
	
	
	

	Capital Expenditure
	
	
	
	
	

	Payments to acquire Tangible Fixed Assets
	(1,532)
	
	
	(791)
	

	Payments to acquire Intangible Fixed Assets
	(216)
	
	
	(1,041)
	

	Net cash outflow from Capital Expenditure
	
	(1,748)
	
	
	(1,832)

	
	
	
	
	
	

	Acquisitions
	
	
	
	
	

	Purchase of Subsidiary undertakings
	(53,072)
	
	
	(5,399)
	

	Net (overdraft)/ Cash Acquired with Subsidiary undertakings
	4,660
	
	
	(193)
	

	Net Cash Outflow from Acquisitions
	
	(48,412)
	
	
	(5,592)

	
	
	
	
	
	

	Equity Dividend Paid
	
	(1,127)
	
	
	(842)

	
	
	
	
	
	

	Net Cash Outflow before Financing
	
	(41,787)
	
	
	(4,783)

	
	
	
	
	
	

	Financing
	
	
	
	
	

	Issue of Ordinary Share Capital
	26,008
	
	
	10,002
	

	Issue Costs
	(420)
	
	
	(300)
	

	New loans
	25,000
	
	
	32,500
	

	Repayment of loans
	(5,000)
	
	
	(34,500)
	

	Net Cash Inflow from Financing
	
	45,588
	
	
	7,702

	
	
	
	
	
	

	Increase in cash and cash equivalents in the period
	
	3,801
	
	
	2,919


Notes to the Cash Flow Statement

Reconciliation of net cash inflow from operating activities

	
	
	
	Year

ended

30 Sept 

2006
	
	Year
ended

30 Sept 

2005

	
	
	
	
	
	

	
	
	
	£’000
	
	£,000

	
	
	
	
	
	

	Operating profit
	
	
	1,408
	
	4,801

	Depreciation and amortisation
	
	
	8,837
	
	6,158

	LTIP charges
	
	
	2,501
	
	2,329

	Loss on disposal of fixed assets
	
	
	1,121
	
	-

	Decrease in stocks
	
	
	83
	
	(90)

	Increase in debtors
	
	
	(815)
	
	(3,423)

	Increase/ (decrease) in creditors
	
	
	885
	
	(2,408)

	
	
	
	
	
	

	Net cash inflow from operating activities
	
	
	14,020
	
	7,367


Reconciliation of movement in net debt

	
	As at 
30 Sept 2005
	Cash flow
	Non cash changes
	As at 
30 Sept 2006 

	
	
	
	
	

	
	£'000
	£'000
	£'000
	£'000

	
	
	
	
	

	Cash at bank
	9,712
	3,801
	(58)
	13,455

	Debt due within one year
	(3,449)
	-
	(3,958)
	(7,407)

	Debt due after more than one year
	(28,794)
	(20,000)
	4,076
	(44,718)

	
	
	
	
	

	
	(22,531)
	(16,199)
	60
	(38,670)


Notes to the Accounts
1. Financial information

The financial information set out herein does not constitute the Group’s statutory accounts for the year ended 30 September 2006 but is derived from those financial statements. The statutory accounts will be finalised on the basis of the financial information presented by the directors in this preliminary announcement and will be delivered to the registrar of companies following the Annual General Meeting. The comparative information in respect of the period ended on 30 September 2005 has been derived from the audited statutory accounts for the period ended on that date, and upon which an unqualified audit opinion was expressed, and which did not contain a statement under section 237(2) or (3) of the Companies Act 1985.
This financial information has been prepared on the basis of the accounting policies set out in the annual report and financial statements for the year ended 30 September 2005 except as detailed in note 2 below.

2. Changes in accounting policy 
During the year, the Group adopted FRS17 – ‘Retirement Benefits’ and FRS21 – ‘Events after the balance sheet date’, both of which became mandatory for AIM-listed companies for accounting periods beginning on or after 1 January 2005. The Group has restated its results for the period to 30 September 2005 as appropriate. The adjustments that have been made are shown in note 13 below.

3. LTIP charges 

LTIP charges represent the amount chargeable to the profit and loss account in the period in respect of the Long Term Incentive Plan, which was put into place in March 2004. An assumption has been made that all awards under the Plan will vest at the end of the three year performance period.

4. Exceptional items 

Exceptional items in the period to 30 September 2006 comprise redundancy costs, site closure costs and other expenses arising from rationalising and reorganising the Group following the acquisition of Comino in the current year and Flare Software Systems and Radius Computer Services in previous periods.

Notes to the Accounts (continued)

5. Dividends
	
	
	
	Year

ended

30 Sept 

2006
	
	Year

ended

30 Sept 

2005

	
	
	
	
	
	

	
	
	
	£’000
	
	£’000

	
	
	
	
	
	

	Final dividend paid (1.32p (2005: 1.2p) per share)
	
	
	673
	
	542

	Interim dividend paid (0.73p (2005:0.66p) per share)
	
	
	454
	
	300

	
	
	
	
	
	

	
	
	
	1,127
	
	842

	
	
	
	
	
	


The directors propose a final dividend in respect of the year to 30 September 2006 of 1.45 pence per share, amounting to a total dividend of £905,000. If approved by shareholders at the Annual General Meeting on 28 February 2007, the dividend will be payable on 7 March 2007, to shareholders on the register at the close of business on 9 February 2007. In accordance with FRS21, these financial statements do not reflect this dividend payable.

6. Earnings per share

	
	
	
	Year

ended

30 Sept 

2006
	
	Restated

Year

ended

30 Sept 

2005

	
	
	
	
	
	

	Number of shares:
	
	
	
	
	

	Basic weighted average shares in issue
	
	
	58,396,867
	
	46,515,351

	Dilutive effect of share options
	
	
	4,207,309
	
	3,886,246

	
	
	
	
	
	

	Diluted weighted average shares in issue
	
	
	62,604,176
	
	50,401,597

	
	
	
	
	
	

	
	
	
	£’000
	
	£’000

	
	
	
	
	
	

	Earnings:
	
	
	
	
	

	(Loss)/ earnings used in basic and ordinary earnings per share
	
	
	(1,889)
	
	422

	
	
	
	
	
	

	Adjusted earnings:
	
	
	
	
	

	Earnings used in basic and ordinary earnings per share
	
	
	
(1,889)
	
	
422

	Add back LTIP charges after tax
	
	
	1,604
	
	1,429

	Add back goodwill amortisation
	
	
	7,542
	
	5,544

	Add back exceptional items after tax
	
	
	4,946
	
	-

	
	
	
	
	
	

	
	
	
	12,203
	
	7,395

	
	
	
	
	
	


Notes to the Accounts (continued)
7. Intangible assets

	
	
	30 Sept 

2006

	
	
	

	
	
	£’000

	Goodwill
	
	

	As at 30 September 2005
	
	111,668

	Goodwill on the acquisition of Comino Group
	
	44,956

	Goodwill on the acquisition of the minority interest of Techflow
	
	104

	Final fair value adjustments on prior year acquisitions
	
	23

	Disposals
	
	(133)

	Amortisation
	
	(7,542)

	
	
	

	
	
	149,076


	Development costs
	
	

	As at 30 September 2005
	
	1,041

	Capitalised in the year
	
	216

	Written off in the year
	
	(856)

	
	
	

	
	
	401



	
	
	149,477


	
	
	


8. Comino acquisition

The Group acquired Comino group Plc on 1 February 2006. Details of the acquisition are as follows:

	Net assets at the date of acquisition
	Book value
	Fair value adjustments
	Provisional Fair Value 

	
	
	
	

	
	£'000
	£'000
	£'000

	
	
	
	

	Tangible fixed assets
	2,579
	(139)
	2,440

	Stock
	107
	-
	107

	Debtors
	9,586
	(793)
	8,793

	Deferred tax
	234
	-
	234

	Cash at bank
	4,660
	-
	4,660

	Creditors due within one year
	(9,279)
	489
	(8,790)

	Provisions
	-
	(1,000)
	(1,000)

	Minority interests
	(294)
	-
	(294)

	
	
	
	

	Net assets acquired
	7,593
	(1,443)
	6,150

	Goodwill arising on acquisition
	
	
	44,956

	
	
	
	

	Consideration and fees payable
	
	
	51,106

	
	
	
	


Notes to the Accounts (continued)
8. Comino acquisition (continued)

The cash consideration resulted from a placing of 11,304,348 shares at £2.30, which raised £26 million, and further borrowings of £25 million from Royal Bank of Scotland. Loan arrangement fees and placing fees amounting to £558,000 were paid out of existing group funds and have been netted off against share premium and the loan balance as required by FRS4 rather than being shown in the consideration above.

The most significant fair value adjustments comprise provisions for onerous leases, a work-in-progress adjustment to align accounting policies, and the tax effect of these adjustments. 
9. Debtors - due within one year
	
	
	
	30 Sept 

2006
	
	Restated

30 Sept 

2005

	
	
	
	
	
	

	
	
	
	£’000
	
	£’000

	
	
	
	
	
	

	Trade debtors
	
	
	22,225
	
	16,005

	Accrued income
	
	
	7,531
	
	6,527

	Prepayments and other debtors
	
	
	3,816
	
	2,218

	Deferred tax asset
	
	
	3,291
	
	2,310

	
	
	
	
	
	

	
	
	
	36,863
	
	27,060


10. Creditors – due within one year

	
	
	
	30 Sept 

2006
	
	Restated

30 Sept 

2005

	
	
	
	
	
	

	
	
	
	£’000
	
	£’000

	
	
	
	
	
	

	Bank loans and overdrafts net of arrangement fees
	
	
	7,407
	
	3,449

	Deferred consideration payable on acquisitions
	
	
	-
	
	2,000

	Trade creditors
	
	
	8,882
	
	10,563

	Corporation and overseas tax
	
	
	816
	
	2,528

	Other taxes and social security
	
	
	4,239
	
	2,537

	Accruals and deferred income
	
	
	30,858
	
	20,351

	
	
	
	
	
	

	
	
	
	52,202
	
	41,428


11. Creditors – due after more than one year

	
	
	
	30 Sept 

2006
	
	30 Sept 

2005

	
	
	
	
	
	

	
	
	
	£’000
	
	£’000

	
	
	
	
	
	

	Bank loans net of arrangement fees
	
	
	44,718
	
	28,794

	
	
	
	
	
	


12. Provisions for liabilities and charges
	
	Property provisions
Other provisions
Total 

£'000

£'000

£'000

As at 30 September 2005
494
95
589
Acquisitions
1,000
-
1,000
Set up in the period
1,186
306
1,492
Released in the period
(429)
-
(429)
Utilised in the period
(689)
(51)
(740)
1,562
350
1,912



13. Adjustments to the accounts following the adoption of FRS17 and FRS21
	Equity
	
	
	30 Sept 2005
	
	

	
	
	
	
	
	

	
	
	
	£’000
	
	

	
	
	
	
	
	

	Total equity as previously stated
	
	
	79,229
	
	

	Prior year adjustment re FRS 21 – dividends payable
	
	
	673
	
	

	Prior year adjustment re FRS 17 – pension deficit
	
	
	(2,184)
	
	

	Prior year adjustment re FRS 17 – deferred tax on pension deficit
	
	
	655
	
	

	
	
	
	
	
	

	Total equity as restated
	
	
	78,373
	
	

	
	
	
	
	
	


	Profit and loss
	
	
	Year ended 30Sept 

2005
	
	

	
	
	
	
	
	

	
	
	
	£’000
	
	

	
	
	
	
	
	

	Profit after tax as previously stated
	
	
	535
	
	

	Pension costs charged in arriving at operating profit
	
	
	(1)
	
	

	Other finance costs relating to pensions
	
	
	(161)
	
	

	Deferred tax credit on pension charges
	
	
	49
	
	

	
	
	
	
	
	

	Profit after tax as restated
	
	
	422
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