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results at glance

* In order to bring clarity to the performance of the continuing business of the group the charts above exclude the results of royalblue
technologies which was divested on 16th July 2001. The full Consolidated Profit & Loss Account can be found on page 24.

year to 31st December 2001 2000

£m £m change

Turnover * 56.2 37.4 +50%

Operating profit * 8.1 5.5 +47%

Diluted earnings per share * 17.4p 12.0p +45%

Dividend per share 4.8p 4.6p +4%

Cash balance 11.7 10.3 +14%
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royalblue’s continuing business achieved 

another year of strong progress with growth of

70% in orders, revenues up 50% and operating

profits up 47%. In addition fidessaNet, our ASP

offering, has started to develop well with service

rentals up by 400%.



2001 can only be described as a very

challenging year for everyone in our sector.

Starting with the global economic slowdown 

this was quickly put into perspective by the

tragic events of September 11th. The enormity

of the disaster was beyond anything any of us

could have imagined and our sympathies will

always be with all those affected and especially

our many staff, friends and customers who 

have suffered personal losses.

Despite these events, we are pleased to report

that following July’s divestment of royalblue

technologies, the HelpDesk and rostrvm

business, royalblue’s continuing business

achieved another year of strong progress 

with growth of 70% in orders, revenues up 

50% and operating profits up 47%. In addition,

fidessaNet, our ASP offering, has started to

develop well with service rentals up by 400%.

Looking forward, we expect that some of the

effects of the global economic slowdown will

continue to be evident in the first half of 2002.

However, our order levels, which dropped in the

immediate aftermath of September 11th, have

quickly recovered to previous levels. In addition,

we expect that we will start to see a return on

our investment in fidessaNet as this part of the

business approaches a period of rapid growth.

These factors give us confidence that good

progress can continue during 2002 although we

expect that the growth rate is unlikely to match

the 50% revenue growth achieved in 2001.

We would like to extend our thanks to all of

royalblue’s employees for their outstanding

efforts during 2001 and in achieving these

results in extremely difficult circumstances.

Results
In July the Company’s shareholders approved

the divestment of the royalblue technologies

business. This allows the Group to focus its

resources entirely on our fidessa business which

during the year to 31st December 2001 has

grown revenues by 50% to £56.2 million (2000

£37.4 million). The revenue growth has come

from all geographic regions. Overseas revenues

now represent 47% of the total revenues

compared to 44% in 2000. The quality of 

these revenues continues to strengthen with the

recurring revenues from enterprise licence rental,

fidessaNet rentals and maintenance accounting

for 26% of the total, up from 18% in 2000. As

the new business model of licence rentals 

gains momentum this is driving the proportion 

of recurring revenues higher and it is expected

that the proportion will increase further in 2002. 

Operating profit for the continuing business

increased 47% to £8.1 million (2000 £5.5 

million) with the margin stable at over 14%. 

The terrorist attacks of September 11th

adversely impacted the USA revenues and

operating profit for the year as £0.4 million 

of consultancy revenue was lost in the days

immediately following the disaster. 

The diluted earnings per share for the continuing

business increased by 45% to 17.4p (2000

12.0p). The growth in earnings per share was

restrained by a halving of interest earnings, due

to the materially higher cash balances during

the first six months of 2000 and lower interest

rates in 2001. The effective tax rate was 33.8%

for the continuing business and 35.2% pre-

exceptional costs, a reduction on the 36.1%

incurred in 2000. This continues to be greater

than the UK headline tax rate of 30% due to

revenues generated overseas suffering higher

rates of tax, expenditure disallowed for tax

purposes and delayed capital allowances

compared to our depreciation charge. The

overall tax rate for the year was greater due 

to some of the losses and divestment costs 

annual report and financial statements 2001

overview3



annual report and financial statements 2001

overview4

of the discontinued operations being

unavailable for tax purposes.

The discontinued operation, royalblue

technologies, incurred an operating loss of

£1.5 million in the period to 16th July when

shareholders approved the divestment. In

addition to the operating loss, the divestment

resulted in a loss on disposal of £2.7 million

being recognised. These losses caused the

profit before tax to be materially lower at

£4.2 million for the year (2000 £6.9 million).

We continue to put a high priority on the further

development of the fidessa suite of software

products. In pursuit of this, 19% of our staff 

are dedicated to product development. In

addition to the expenditure on product

development, in the last two years we have

invested £7.3 million, including £2.7 million of

capital expenditure, to establish the fidessaNet

operations in the UK and USA.

The cash balance increased in the year to £11.7

million from £10.3 million, an increase of 14%.

This improvement was achieved after spending

£3.3 million (2000 £6.2 million) on capital

expenditure, £1.3 million (2000 £4.1 million) 

on dividends, £2.0 million (2000 £2.0 million) 

on corporation tax and £3.8 million on the

operations and divestment of the royalblue

technologies business. 

The directors are recommending a final dividend

of 3.2p per share so that the total dividend per

share for 2001 amounts to 4.8p (2000 4.6p).

Subject to shareholder approval, the final

dividend will be paid on 20th May 2002 to

shareholders on the register on 26th April 2002. 

Board Update
The Board changes, announced at the time of

the last interim results, are working well, with

Chris Aspinwall as Chief Executive responsible

for the operational development of the business

world-wide and John Hamer as Chairman

responsible for the strategic direction of

royalblue, corporate development and investor

relations. While this new structure allows John

more time to develop his private interests, 

he remains very committed to royalblue and 

will devote such time and energy as is required

to deliver both its strategic goals and

successful development.

Outlook
Looking forward, although the financial markets

are currently fragile, we have found that both

interest and orders have recovered to similar

levels to those prior to the events of September

11th. Progress with fidessaNet has been very

encouraging during 2001, and the signing of the

largest European order that we have received

since the launch of the service provides valuable

proof that customers see real benefits in the

service when faced with difficult markets. 

This, combined with the significant level of new

business we have secured since September

11th, gives us confidence that good growth 

can continue into 2002, although we expect 

at a slower rate than the 50% revenue growth

achieved in 2001. We feel that our continued

commitment and focus in providing the best 

and most innovative trading automation

products is the most effective way to help 

our customers in today’s challenging markets. 

For this reason we have continued to increase

our product development expenditure during

2001 whilst focusing on those products which

can help our customers stay competitive. 

We believe that this strategy, combined with 

our customer’s long term commitment to the

financial markets and their customers will allow

royalblue to continue to make good progress

during 2002 and beyond.



Despite the challenging conditions experienced

during 2001 all areas of the business performed

well with revenues for every region substantially

increased over last year. Total revenues for the

year reached £56.2 million, a 50% increase 

over last year. Operating profit increased to £8.1

million, a 47% increase over the previous year.

The investment made in the fidessaNet service

is now starting to produce results with a 400%

increase in service revenues recorded in 2001.

Further strong progress within the fidessaNet

business is anticipated during 2002 and this is

expected to become one of the main growth

drivers within the business over the next few

years. As a result of fidessaNet and enterprise

rental licence sales, recurring revenues have

continued to develop, increasing to more than

double the figure last year and representing 26%

of total revenues. Revenues overall remain well

balanced across our customer base with the

largest customer generating approximately 

12% of total revenue. 

Across the business the highlights for the 

year are: 

• Largest ever single order signed with Merrill

Lynch for a global trading platform worth

$25 million over 4 years.

• 8 orders signed for fidessaNet.
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during 2001 all areas of the business performed

well with revenues for every region substantially

increased over last year.



• Largest ever European order for fidessaNet

signed in December.

• Substantial orders signed for fidessa

implementations in mainland Europe.

• Largest exchange gateway rollout since 

SETS (the LSE’s electronic order book) was

completed to support the Amsterdam move 

to Euronext.

• fidessa live on nearly 4,000 screens 

world-wide.

• Extensions made to product set to provide first

levels of support for trading warrants, futures,

options and convertible bonds.

As the pressure being faced by our customers in

the equity market has been sustained throughout

the second half, we have continued to focus our

value proposition on helping our customers to

remain competitive in difficult market conditions.

This focus is being achieved across all of our

main business areas. For enterprise systems the

cost benefit of enterprise rental with user and

transaction based pricing can provide substantial

savings over expensive one-off licences or

internal developments. New licence bundling

has been introduced which allows customers to

implement base configurations in a more cost-

effective manner. Our fidessaNet connectivity

service provides a more competitive means of

accessing the large number of liquidity points

required in today’s market, whilst the buy-side

connections we now offer reduce the cost of

handling order flow from large institutional

customers. New fidessaNet configurations 

that utilise less expensive hardware to handle

lower transaction volumes at reduced cost have

provided a new opportunity for smaller customers

to benefit from automating their business flow.

Across the board we are working hard with our

customers to help them manage risk through the

provision of quality products and to optimise our

professional services making it easier than ever

to implement a fidessa solution.

Order levels, which were exceptionally strong in

the first half of 2001, dropped in the immediate

aftermath of September 11th but have quickly

recovered to previous levels giving us

confidence that growth can continue during

2002. Whilst we have continued to receive

orders for extensions to existing systems we

have also received orders for substantial and

completely new fidessaNet and enterprise

rental installations, indicating that despite

market conditions new customers are prepared

to make investments in these critical systems.

Overall, we believe that our commitment to

provide the most comprehensive range of

business process applications available for

equities trading, coupled with our customers'

long term commitment to the equities market, 

is continuing to place royalblue in a strong

position, despite the downturn which has

affected many firms in our sector.

Summary of Business Objectives
royalblue’s strategy is to provide a range of

compatible software products, developed on a

common platform, which automate the business

processes of sell-side firms trading equities

world-wide. Our product suite marketed under

the brand name of fidessa consists of over 

40 products covering all areas of the business

process, from electronic and manual order entry,

order routing, market connectivity and execution,

through to post trade confirmation processing.

Encapsulated within the fidessa products are

the market rules and regulations for trading 

each market making it possible for orders to 

be routed and executed cross border whilst

observing local regulatory requirements. 

Every fidessa product is developed based on

the fidessa trading platform, a proprietary

middleware product designed for the

development of high performance real-time,

transaction processing applications. This
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platform provides the core transaction integrity,

resilience and performance on which each of 

the applications is built. Once the platform is 

in place at a customer site, additional fidessa

products can be added to automate further

parts of the business process, each product

building on the overall value of the platform.

Although the platform is not sold separately, 

its use enables fidessa applications to be much

more tightly and seamlessly integrated than can

be achieved by any standalone development.

The platform also incorporates central business

libraries, which are shared by all applications 

so that key standing data and trading functions

can be set up once and used globally throughout

the system. The use of the fidessa trading

platform is core to our strategy, providing a

major competitive advantage over single 

point solutions.

The fidessa product suite is marketed in two

different ways:

Enterprise rental, which is aimed at large tier 1

firms where customers run the products

themselves in their own data centres. These

deliveries are intended to give the customer

maximum flexibility. The customer is able to

integrate their own applications with fidessa

and tailor the product to their business. This

provides a premium service for large firms.

fidessaNet is aimed at tier 2 and tier 3 firms

where the software is run within royalblue’s

data centres and the customer is provided

access via royalblue’s network. These deliveries

are intended to give the customer an easy route

to implementing sophisticated business software

without having to overcome the complexities 

of running large in-house systems and managing

connectivity to a large number of exchanges and

data sources. In addition, we are increasingly

offering our tier 1 enterprise clients the option 

of connecting to fidessaNet in order to provide

connectivity to exchanges as a packaged service.

This uses the same data centres and hardware

as are used to provide the standard fidessaNet

service, and enables an enterprise client to avoid

the difficulties associated with managing multiple

exchange lines and having to perform exchange

conformance tests on each line.

Product Development Highlights
European Multi Market Access (EMMA).

European exchange connectivity has been

changing on a monthly basis and the pace of

change on our EMMA product has been faster

than ever. During this year new EMMA interfaces

went into production to support a number of

new markets: Euronext Paris, Euronext Brussels,

Virt-X, Zurich and Helsinki. Other exchanges

have been upgrading their systems to compete,

requiring upgrades to existing EMMA interfaces.

In October the Amsterdam market moved onto

Euronext and 10 customers moved to EMMA's

direct Euronext interface, for support of this

market, over the go live weekend.

As EMMA evolves local European brokers 

are using it more widely, which is driving the
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more competitive means of accessing the large

number of liquidity points required in today’s

market whilst the buy-side connections we 

now offer reduce the cost of handling order 

flow from large institutional customers.
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requirement to provide all the features available

on exchange terminals and localised connectivity

products. As these features are added EMMA 

is able to replace local systems in Europe and 

is now live in Paris, Amsterdam, Brussels 

and Frankfurt.

Nasdaq Management System (NMS). Major

developments have continued on NMS in a

number of areas, including support for SuperSOES

(allowing more automated executions of orders)

and decimalisation. These two enhancements pave

the way for the introduction of the SuperMontage

(Nasdaq’s combined order and quotations

system) which is scheduled to go live in the third

quarter of 2002. Major enhancements were also

carried out to our Nasdaq ACT reporting interface

that now operates via Nasdaq's CTCI system.

Other enhancements include integrated support

for ECNs to provide anonymity of order execution

and more intelligent order routing to further the

drive for best execution. We are also working

closely with Nasdaq to provide improved access

to their inter-broker order routing service, ACES,

which will further help our customers provide

more efficient and cost effective execution.

US Listed Markets. The NYSE, which is the last

major floor based equity market, is continuing 

to offer more electronic-based services in order

to provide increased access to its markets. To

ensure that we are at the forefront of these

changes, a range of enhancements have been

implemented within fidessa throughout the year,

including links to NYSE's BBSS (Broker Booth

Support System), the NYFIX FloorReport floor

systems, and support for the new Direct+

automated execution service.

Japanese Market Interface System (JMIS).

During 2001 our JMIS product went live with

two further customers, providing each with

access to the major Japanese exchanges, Tokyo,

Osaka and Jasdaq. However, an opportunity

exists to achieve more direct connectivity to 

the exchanges which will provide both cost 

and performance benefits to our customers. 

A development team has been established in

Tokyo that will work on these direct connections

to all Japanese markets.

Asian Multi Market Access (AMMA). Our

development team in Hong Kong is now well

established and is progressing with local

exchange interfaces and adapting fidessa

to work in the local markets. Significant work 

has been required to adapt fidessa for the

exchanges in Taiwan and Korea, where each

order placed must have an associated exchange

account for regulatory reasons. This work has

been completed successfully and we now have

major clients live on the Taiwan market.

Order Management and Routing (OMAR).

Throughout the year we have been working 

with major clients to provide improved support 

for electronic order flow and specifying

enhancements to the products to support global

order flow and the relationship with buy-side

firms at a global level. Decimalisation in the US

has increased the pressure for electronic order

flow because the number of executions against

Order levels, which were exceptionally strong in

the first half of 2001, dropped in the immediate

aftermath of September 11th but have quickly

recovered to previous levels giving us confidence

that growth can continue during 2002.



annual report and financial statements 2001

operations review9

orders increased rapidly, imposing a major burden

on the sales trader. New OMAR releases provide

a range of new features, including significant

performance improvements, better integration

and major new support for electronic order flow.

The pressure to support global order flow is 

a manifestation of fidessa's success at a global

level. Where a client has fidessa installed in 

a number of regions to support local business,

fidessa provides a standard platform which 

can be leveraged to provide global order

management. Support for global order flow

means that it must be possible for an investment

bank to manage their relationship with buy-side

firms on a global basis. This requires facilities to

enter orders in any region for execution in any

market, and as the orders are routed and

worked updates to the order status must be

visible in real-time globally.

Trade Management (TMAR) and Position

Management (PMAC). A number of releases of

the trade and position management products

were made, each targeted at improving specific

functional areas driven by client requirements.

These enhancements included a new profit and

loss model, better ADR trading support, improved

risk management and enhanced performance.

Middle Office (CTAC). A major release of our

CTAC product (which targets the functionality

required within the middle office) added support

for fixed income instruments and the distribution

of executions by lots across buy-side funds.

This latter requirement is critical to further

extending our business process support in 

the Japanese market.

fidessa Trading Platform. In order to ensure

that fidessa remains at the forefront of

technology we continue to develop the core

infrastructure technology upon which our

applications are based. Development work 

is taking place on a major new release of 

the fidessa infrastructure that will provide

improvements in performance and scalability,

offering a 64-bit memory based, real-time

database. This new infrastructure will be used 

in the next versions of the OMAR and TMAR

products due for release in the third quarter 

of 2002 and will provide significantly higher

performance and scalability at the top end of 

the market, as well as lighter weight applications

which can be used within fidessaNet.

Summary by Region
Europe

In our European operation we have seen

continued demand from our existing customer

base for new products, extensions to existing

products and additional user licences. We have

secured and implemented a number of systems

in Continental Europe and now have fidessa

live with over 100 users spread between Paris,

Frankfurt, Amsterdam and Brussels. fidessa

was selected on the strength of its ability to

support local market functionality for Euronext

trading for Paris, Amsterdam and Brussels,

rather than simply being extensions for an

existing customer in London, and so prove that

we now have competitive local functionality in

these markets. There is also a move towards

workflow automation in Continental Europe,

which often requires the consolidation of 

large levels of retail order flow for centralised

execution, and we believe this may become 

a significant driver for fidessa in this region.

As anticipated, the battle between the major

European exchanges to become the dominant

liquidity provider in Europe has continued, and

despite market conditions the exchanges have

also been enjoying record trading volumes. 

The LSE reported that it had “a record trading

year, with trading volumes 22% higher than in

2000”. Fifty million trades were carried out on 
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the exchange in 2001, with trades executed on

SETS, accounting for £660 billion (€1.1 trillion)

worth of trading, up 24% from the previous 

year. The 15.9 million trades executed on SETS

in 2001 compared with 8.6 million in 2000.

These conditions resulted in strong demand for

automation of the flows onto these markets and

a substantial amount of implementation work

related to our EMMA product, with over fifty

fidessa gateways being implemented or

upgraded during 2001. 

There is still no sign that this battle between the

exchanges in Europe is coming to an end and

we anticipate further developments over the

next 12 months. The LSE has announced a

major upgrade to its network, replacing its

existing X.25 network with a new IP based

Extranex service and the possible introduction 

of a new RSP (retail service provider) service.

Further developments are scheduled at Euronext

and Deutsche Börse. These changes will all

require additional fidessa software or changes

to existing fidessa software. We are also

planning the introduction of support for 

a number of new markets in 2002, including

Nasdaq Europe and Oslo.

US

Despite the challenging conditions, our US

operation has continued to make solid progress.

Revenues increased by approximately 40% over

the previous year after taking into account the

impact of September 11th. Although we have

seen a slowdown in the US market in the last

half of 2001, the pressure for changes to make

the markets more efficient is continuing to provide

a strong impetus for the automation of business

flow. Implementations have continued and are

continuing into 2002 for all our customers and

whilst, we have seen some customers reducing

the scope of their plans in the short term, we

have not seen any customers suspend their

fidessa implementation activity completely. 

We believe this is further proof of the value 

that fidessa can add in helping firms to improve

their efficiency in difficult markets. One example

where fidessa has helped firms improve their

business this year has been in support of the

change to decimalisation. This led to an

unexpected requirement for ‘Mixed Capacity

Trading’ where market makers may be required

to act as agent as well as principal. This

occurred because decimalisation caused

spreads to narrow, so that institutional business

became uneconomic, leading to a change in the

relationship between the institution and the

market maker. royalblue’s customers were able

to capitalise quickly on this change and gain an

edge over their competitors by taking advantage

of fidessa’s inherent flexibility, which enabled a

basic solution to be put in place and implemented

within a matter of days. A full solution is being

developed for release early in 2002.

During 2001 we have also seen demand develop

for connectivity to the Canadian markets, and 

we are working with a number of existing and

potential customers to further refine requirements

in this area. We expect to implement connectivity

to these markets and to provide support of the

associated business flows during 2002.

Throughout our US operations we continue to

focus on activities that provide our customers

with a rapid return on investment and we are

pleased to note that despite market conditions

we are engaged in a number of new potential

opportunities for both fidessaNet and enterprise

rental implementations.

Asia

Trading within the Asian markets has been

slow, as the markets themselves have remained

subdued. Despite this slowdown our customers

have continued to increase their use of fidessa
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as they seek to automate their flows onto more

of the markets in the APR (Asia Pacific Region)

in readiness for the market upturn. Throughout

the APR, fidessa is now live on over 700 desks.

We now have electronic connectivity live on 6

markets, with OMAR supporting the business

flows for the principal markets in Japan, Hong

Kong, Korea, Taiwan, Singapore, Malaysia,

Thailand, Indonesia and the Philippines. Our

CTAC product, which has been developed to

support some of the business process rules for

Japan in the first half of 2001, has also been

introduced in Hong Kong. The Asian exchanges

continue to be competitive in attempting to draw

liquidity and are looking at both business and

technology based initiatives. In Hong Kong 

the exchange is considering the abolition 

of minimum client commissions, which if

implemented, along with longer trading hours,

is likely to cause a wave of consolidations within

the industry as smaller brokers are forced to

join together to remain viable. In Japan, the

Tokyo Stock Exchange demutualised with

effect from 1st November allowing it to become

a more competitive commercial organisation

which followed a similar move earlier in the

year by Osaka Stock Exchange. The majority of

the markets to which we connect in Asia are

planning further technical upgrades to their

systems over the next 12 months.

Due to our expansion in the Asian markets 

we have established new, larger office facilities 

in both Japan and Hong Kong and now have

specialist product development teams in 

both locations carrying out the local market

customisation for the Asian markets. These

development teams ensure that we can focus 

on providing the best possible product for

meeting our customers’ local requirements in 

the Asian markets.

fidessaNet
fidessaNet has continued to grow strongly 

and world-wide there are now nearly 350

fidessaNet screens live, which is double the

number reported at the half year and represents 

almost 10% of our user base. These users 

are distributed across 13 different customers. 

In addition, there are 3 customers using

fidessaNet as a connectivity service to provide

access to one or more exchanges or liquidity

providers. Orders for fidessaNet have remained

strong with 8 orders signed, including the largest

order to date for fidessaNet in Europe, which

was signed in December. Due to the levels of

investment required to establish a competitive

service, fidessaNet was not profitable during

2001, although we expect fidessaNet in the 

UK to become profitable during 2002, with

fidessaNet in the US becoming profitable in 

the following year. 

Building on the connectivity we have established

for our enterprise clients, fidessaNet is now

supporting live links to the LSE, Xetra (Frankfurt

and Ireland), Euronext (Paris, Amsterdam) and

Milan. Connectivity is currently being extended

to provide further exchange links in 2002. We

are also developing a FIX based connectivity

service to manage the buy-side to sell-side

flows which will support indications of interest,

trade adverts and order flow. Interest has been

growing strongly in all aspects of the fidessaNet

service during 2001 and we expect to see further

fidessaNet has continued to grow strongly and

world-wide there are now nearly 350 fidessaNet

screens live.
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significant increases in the user base during the

first half of 2002.

Largest Order to Date
As announced on 14th May and reported at 

the half year, royalblue entered into a global

agreement with Merrill Lynch who will use

royalblue’s fidessa product suite for trading

equities globally. The deal is worth $25 million

(£17.5 million).

Under the global agreement, royalblue is

supplying Merrill Lynch with fidessa software

and consultancy services to support Merrill

Lynch’s global trading requirements in the

European, Japanese, Asia Pacific and US

markets. Initially, the software will support order

management, trade management and market

execution across approximately 20 different

markets covering the principal liquidity points

across the world.

The project has progressed well in the second

half of 2001 despite some delays being

experienced in the US in the wake of September

11th, and we still anticipate that the revenue

from this project will be realised within the 4

year period to May 2005.

Merrill Lynch and royalblue also agreed to 

work closely to explore the possibility of using

royalblue’s fidessa product to provide software

to support Merrill Lynch’s US market-making

requirements. If developed with royalblue, this

business would provide royalblue with a unique

opportunity to deliver a US market-making

system to support the largest player in the 

US domestic market. In recognition of this

opportunity, royalblue agreed to grant Merrill

Lynch options exercisable for 1,500,000 ordinary

shares in royalblue conditional upon a definitive

agreement between the two parties, pursuant 

to which royalblue would supply a US domestic

system to Merrill Lynch. These options would

become exercisable over a period of three years

and have an exercise price of 905p. The options

would expire five years after their vesting dates.
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Revenues
Following the divestment of the royalblue

technologies business the Group’s focus is

entirely on our fidessa business, which during

the year to 31st December 2001 has grown

revenues by 50% to £56.2 million (2000 £37.4

million). The revenue growth has come from all

geographic regions. Overseas revenues now

represent 47% of the total revenues compared

to 44% in 2000. The quality of these revenues

continues to strengthen with the recurring

revenues from enterprise licence rental,

fidessaNet rentals and maintenance accounting

for 26% of the total, up from 18% in 2000. 

As the new business model of licence rentals

gains momentum this is driving the proportion 

of recurring revenues higher and it is expected 

that the proportion will increase further in 2002. 

Earnings
Operating profit for the continuing business

increased 47% to £8.1 million (2000 £5.5

million), with the margin stable at over 14%. 

The terrorist attacks of September 11th

adversely impacted the USA revenues and

operating profit for the year as £0.4 million 

of consultancy revenue was lost in the days

immediately following the disaster. 

We continue to put a high priority on the further

development of the fidessa suite of software

products. In pursuit of this, 19% of our staff are

dedicated to product development. In addition to

the expenditure on product development, in the

last two years we have invested £7.3m, including

£2.7 million of capital expenditure, to establish

the fidessaNet operations in the UK and USA.

Taxation
The effective tax rate was 33.8% for the

continuing business and 35.2% pre-exceptional

costs, a reduction on the 36.1% incurred in

2000. This continues to be greater than the UK

headline tax rate of 30% due to revenues

generated overseas suffering higher rates of tax,

expenditure disallowed for tax purposes and

delayed capital allowances compared to our

depreciation charge. The overall tax rate for the

year was greater due to some of the losses and

divestment costs of the discontinued operations

being unavailable for tax purposes.

Earnings per share
The diluted earnings per share for the continuing

business increased by 45% to 17.4p (2000

12.0p). The growth in earnings per share was

restrained by a halving of interest earnings, due

to the materially higher cash balances during the

first six months of 2000 and lower interest rates

in 2001. The directors believe that the continuing

operations earnings per share calculation gives a

more meaningful measurement of the performance

of the underlying business.

Dividends
The directors are recommending a final dividend

of 3.2p per share so that the total dividend per

share for 2001 amounts to 4.8p (2000 4.6p).

Subject to shareholder approval, the final

dividend will be paid on 20th May 2002 to

shareholders on the register on 26th April 2002. 

Following the divestment of the royalblue

technologies business the Group’s focus is entirely

on our fidessa business which during the year to

31st December 2001 has grown revenues by 50%

to £56.2 million (2000 £37.4 million).



annual report and financial statements 2001

finance review14

Discontinued operation
The discontinued operation, royalblue

technologies, incurred an operating loss of 

£1.5 million in the period to 16th July when

shareholders approved the divestment. In

addition to the operating loss, the divestment

resulted in a loss on disposal of £2.7 million

being recognised. These losses caused the

profit before tax to be materially lower at 

£4.2 million for the year (2000 £6.9 million).

Goodwill
Any goodwill arising on consolidation in respect

of acquisitions since January 1998 has been

capitalised. The goodwill is amortised in equal

amounts over its expected useful economic life.

The goodwill arising from the Utopia Technology

Partners acquisition in July 1998, which was

being amortised over 20 years, was divested 

as part of the discontinued operation. There is

no other goodwill as at 31st December 2001.

Trade Debtors
Trade debtors at 31st December 2001 were

£11.8 million. This compares to £9.9 million 

for the continuing and £15.9 million for the total

operations at 31st December 2000. This is a

material improvement in our receivables, with

like for like increasing by 19% in the year whilst

revenues have increased by 50%.

Accrued Income and Deferred Income
The accrued income balance for the continuing

business was £0.3 million at the year end

compared to £1.1 million at the end of 2000

(£1.4 million for the total operations at the 

end of 2000). The deferred income balance 

for the continuing business was £4.3 million 

at the year end compared to £3.8 million 

at the end of 2000 (£7.9 million for the total

operations at the end of 2000). Overall, 

taking the net of deferred and accrued income

balances, this is a stronger position entering

the new year than was the case with the

continuing business at the start of 2001.

New Accounting Standards
Two new accounting standards were adopted in

the year: FRS 17 Retirement Benefits and FRS

18 Accounting Policies. The introduction of

these standards has not affected the results or

disclosures.

Cash and Treasury Policy
The cash balance increased in the year to £11.7

million from £10.3 million, an increase of 14%.

This improvement was achieved after spending

£3.3 million (2000 £6.2 million) on capital

expenditure, £1.3 million (2000 £4.1 million) 

on dividends, £2.0 million (2000 £2.0 million) 

on corporation tax and £3.8 million on the

operations and divestment of the royalblue

technologies business. The cash balance was

predominantly in sterling with other currency

holdings being US dollars, Euros, Japanese Yen

and Hong Kong Dollars. It is the Group’s policy

to minimise its holdings of foreign currency and

wherever possible to match cash in-flows and

out-flows in a foreign currency. The Group has

not entered into hedging contracts for either

cash or net investment positions denominated 

in foreign currencies. The Group has no

undrawn borrowing facilities.
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Compliance with the Combined Code
royalblue is committed to high standards 

of corporate governance. During the period 

under review the Board has complied with 

The Principles of Good Governance set out 

by the Financial Services Authority in Section 

1 of the Combined Code, with the exception 

of the following items:

• The Audit Committee comprises two

independent non-executive directors whilst

the Combined Code requires there to be

three. The directors believe that two are

adequate at this stage of the company’s

development.

• The Combined Code requires there to be 

a senior non-executive director, other than

the chairman, to whom the board may

express concerns. Until 17th July 2001 the

Chairman of the Board was non-executive

and the Board considered it to be divisive

to also have a senior non-executive

director. On 17th July 2001, CM Amies

stepped down as Chairman of the Board

and was appointed the Senior Non-

Executive Director, and hence the Group

has been compliant with this provision of

the Combined Code from this date.

The Board
The company is controlled through the Board,

which at 31st December 2001 comprises three

executive and three non-executive directors, 

two of which are independent. The Board meets

formally on a regular basis to review trading

performance and forecasts, to review strategy

and policy and report to shareholders. The 

Board is responsible for the Group’s system 

of corporate governance. The Board delegates

operational control to the executive directors. 

A procedure exists to allow the directors to 

seek independent legal advice in respect of 

their duties at the Company’s expense where the

circumstances are appropriate. All directors have

access to the Company Secretary for his advice

and services. The following committees deal with

specific aspects of the Group’s affairs:

Audit Committee

The Audit Committee, which is chaired by 

CM Amies, comprises the independent non-

executive directors. It meets at least twice each

year with the external auditors and the executive

directors are invited to attend. The committee

reviews the interim and annual report from the

external auditors and reviews the programme

and scope of internal auditing activity.

Remuneration Committee

The Remuneration Committee, which is chaired

by LH Liebman, comprises the independent non-

executive directors and meets at least once a year.

It is responsible for determining the remuneration,

other benefits and terms of employment, including

performance-related bonus schemes and share

option schemes, for the executive directors. The

committee consults the Chairman and Chief

Executive about its proposals. 

Nominations Committee

The Board considers that, due to its small size,

the formation of a separate committee for board

nominations is unnecessary. The appointment of

directors is a formal process involving all members

of the Board.

Dialogue with Shareholders
The Company values the views of its 

shareholders and recognises their interests 

in the Company’s strategy and performance. 

It holds briefing meetings with analysts and

institutional shareholders, primarily following 

the announcement of interim and preliminary 

results, but also at other times during the 

year as may be suitable. Communication with

private investors is through the Annual Report,

the Interim Report and the Annual General 

Meeting. Financial and other information is 

made available on the company’s web site,

www.royalblue.com, which is regularly updated.

Going Concern
Having reviewed the future plans and projections

for the business, the directors believe that the 
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Company and its subsidiary undertakings have

adequate resources to continue in operational

existence for the foreseeable future. For this

reason, they continue to adopt the going concern

basis in preparing the financial statements.

Internal Control
The Board is ultimately responsible for the Group’s

system of internal control and for reviewing its

effectiveness. However, such a system is designed

to manage rather than eliminate the risk of failure

to achieve business objectives, and can provide

only reasonable and not absolute assurance

against material misstatement or loss.

The Combined Code requires that directors

review the effectiveness of the Group’s system

of internal controls, including those of an

operational and compliance nature, as well 

as internal financial controls. 

The Board is of the view that there is an ongoing

process for identifying, evaluating and managing

the Group’s significant risks and that this has

been in place for the period under review and 

up to the date of approval of the Annual Report.

The Board’s agenda includes a regular item for

consideration of risk and control, and any actions

that may be considered necessary, and it receives

reports thereon from the executive directors.

There is a formal schedule of matters reserved

for the decision of the Board that covers key

areas of the Group’s affairs.

Management is responsible for the identification

and evaluation of significant risks applicable to

their areas of business together with the design

and operation of suitable internal controls. 

These risks are assessed on a continual basis

and may be associated with a variety of internal

or external sources, including competition,

control breakdowns, disruption in information

systems, natural catastrophe and regulatory

requirements. A process of control assessment

and reporting is established and defined in the

Group’s Quality Management System. This

system is independently audited to ISO 9001 

on a regular basis. There are clearly documented

internal procedures in place and these include

authority limits. The treasury function operates

within guidelines established by the Board. 

A comprehensive budgetary process is completed

once a year and is reviewed and approved by the

Board. An updated forecast is regularly prepared

throughout the year. The operating results are

reported monthly to the Board and compared to

the budget and latest forecast as appropriate. The

Company reports to its shareholders twice a year. 

An internal audit function has been in operation

from 1999. The Board focuses the activity of the

internal audit function on those areas where they

consider there to be the greatest risk.

Directors’ Responsibilities
Company law requires the directors to prepare

financial statements for each financial year which

give a true and fair view of the state of affairs of

the Company and Group and of the profit or loss

for that period. In preparing those financial

statements, the directors are required to:

• select suitable accounting policies and 

then apply them consistently;

• make judgements and estimates that are

reasonable and prudent;

• state whether applicable accounting

standards have been followed, subject to

any material departures disclosed and

explained in the financial statements; and

• prepare the financial statements on the

going concern basis unless it is

inappropriate to presume that the Group

will continue in business.

The directors are responsible for keeping proper

accounting records which disclose with reasonable

accuracy at any time the financial position of the

company, and to enable them to ensure that the

financial statements comply with the Companies

Act 1985. They have general responsibility for

taking such steps as are reasonably open to

them to safeguard the assets of the Group and

to prevent and detect fraud and other irregularities.
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The directors present their report and the

audited financial statements for the Company

for the year ended 31st December 2001. These

will be laid before the shareholders at the Annual

General Meeting to be held on 18th April 2002.

1 Directors

The directors who served in the year were:

John R Hamer (42), Executive Chairman

John Hamer joined the group in January 1983

and has been involved in all aspects of

developing the business: software; financial;

sales and marketing; and management. He has

a BSc. Hons in Computer Science from Leeds

University. In 1992 he assumed full responsibility

for the Group’s operations and in July 2001

became Executive Chairman. John Hamer

retires by rotation at the forthcoming Annual

General Meeting and offers himself for re-election.

Chris J F Aspinwall (38), Chief Executive 

Chris Aspinwall joined the group in August 1986

as a software engineer and was appointed to

the Board in 1992. He has grown royalblue

financial to its current world leading position 

and in July 2001 he became Group Chief

Executive. He has a BSc. Hons in Computer

Science from York University. 

Andy Malpass (40), Finance Director

Andy Malpass joined the group in 1995 as

Finance Director and has over 17 years’

experience in the software industry, with both

private and public companies. He has a BA

Hons in Accounting and Finance from Lancaster

University and is a fellow of the Chartered

Institute of Management Accountants.

Colin M Amies (61), 

Independent Senior Non-Executive Director

Colin Amies joined the group as a non-executive

director in September 1995 and was appointed

Non-Executive Chairman in May 1996. In July

2001 he relinquished the role of chairman and

became the Senior Non-Executive Director. He

has held various board appointments and is

currently a non-executive director of DCS Group

plc, a quoted software products and services

company. He has extensive experience in

venture capital focusing on the high-technology

sector and also has experience of banking,

electronics and telecommunications. 

Alan D Neilson (44), Non-Executive Director

Alan Neilson joined the group in January 1992.

He was the Chief Executive of royalblue

technologies until September 2000, when 

he became a Non-Executive Director. He has

over 20 years of sales, marketing and general

management experience in the software industry.

Alan Neilson retires by rotation at the forthcoming

Annual General Meeting and offers himself for

re-election.

Leon H Liebman (61), 

Independent Non-Executive Director

Leon Liebman was appointed to the Board 

in July 1992. He has founded and developed 

a number of businesses in the IT sector and 

holds a variety of other board appointments. 

He is currently a director of Roper-Starch

Worldwide, a US market research firm, 

and Executive Chairman of Leading Web 

Advertisers, a web advertising business

information services company.



2 Review of business

The principal activity of the Group is the development and marketing of computer software and provision of associated services for front 

office trading solutions in equity markets. During the year the Group divested its business focused on the help desk and computer telephony

integration markets. Further details of the Group’s primary markets are stated in the Operations Review commencing on page 5.

3 Results and dividends

The financial results are shown in the consolidated profit and loss account on page 24. A fuller explanation of the results is provided in the

Finance Review commencing on page 13. The directors propose a final dividend of 3.2p per ordinary share which together with the interim

dividend of 1.6p per ordinary share paid on 1st October 2001 makes a total dividend of 4.8p per ordinary share for the year. The final dividend,

if approved by shareholders, will be paid on 20th May 2002 to shareholders on the register at the close of business on 26th April 2002.

4 Principal shareholders

The following have notified the company as being interested in 3% or more of the Company’s issued ordinary share capital as at 

8th February 2002.

Ordinary 10p shares Percentage of issued share capital

Deutsche Bank AG 3,283,657 10.8%

3i Group Plc 2,409,155 7.9%

CGNU plc 1,984,500 6.5%

Standard Life Investments 1,516,060 5.0%

royalblue Employee Benefit Trust 1,310,592 4.3%

CJ Sharples 1,300,352 4.3%

DA Taylor 985,288 3.2%

5 Employee Benefit Trust

The royalblue group plc Employee Benefit Trust 1997 is a discretionary trust established for the benefit of royalblue staff. It has an independent,

professional trustee, RBC Trustees (Guernsey) Limited (formerly Royal Bank of Canada (IOM) Limited), and is currently financed by advances

from the Group. All rights to dividends have been waived. The costs of administering the Employee Benefit Trust are charged to the profit and

loss account as incurred. The trust purchases the Company’s shares in the market for use in connection with the Company’s Performance

Related Share Plan. The Remuneration Committee determines the grant of share options to employees.

6 Research and development

The Group has continued its commitment to research and development and places a high priority on maintaining and improving the

functionality, quality and competitive position of its business software products. During the year royalblue invested £6,113,000 (2000

£3,619,000) in product development for the continuing business and £7,689,000 (2000 £6,086,000) for the total business. This is measured 

on a direct cost only basis with no overheads allocated. No research and development costs are capitalised, all being expensed in the Profit

and Loss Account in the year incurred.
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7 Employment policies

The Group’s employment policies, including the commitment to equal opportunity, are designed to attract, retain and motivate the very best

staff regardless of colour, nationality, sex, marital status, religion or disability. Wherever possible, the employment of employees who become

disabled will be continued and appropriate training and career development will be offered.

The health and safety of the Group’s employees is of primary importance. Therefore, the Group is committed to creating and maintaining 

a safe and healthy working environment by managing its activities so as to avoid unnecessary or unacceptable risks. 

Good and effective employee communications are important, and the Group promotes the understanding and involvement of all its 

employees in the Group’s business aims and performance.

8 Environmental policy

Being an office based business the Group recognises that its operations are themselves of minimal environmental impact. The Group’s

environmental policy is to meet statutory requirements placed upon it, to apply good environmental practice and to re-cycle as much waste

product as is economically viable.

9 Charitable donations

The total amount of charitable donations made during 2001 was £16,000 (2000 £6,000). There were no political donations.

10 Payments to creditors

It is the Company’s and the Group’s policy to agree terms and conditions for its business transactions with its suppliers. The Group seeks 

to abide by the payment terms agreed with suppliers whenever it is satisfied that the supplier has provided the goods and services in

accordance with the agreed terms and conditions. As at 31st December 2001, the number of days of annual purchases represented by the

year end creditors for the Company amounted to 33 days, and for the Group amounted to 26 days.

11 Auditors

KPMG Audit Plc have expressed their willingness to continue in office. Accordingly, a resolution to reappoint KPMG Audit Plc as auditors, 

and authorising the directors to fix the remuneration of the auditors, will be put to the members at the Annual General Meeting.

By order of the Board

A Malpass, Secretary

8th February 2002
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Remuneration policy

The remuneration of the executive directors is determined after a review of the individual’s performance and after taking account of

comparative market data from other companies in the IT sector. The Remuneration Committee believes that the executive directors should 

be rewarded fairly, competitively and at a similar level to directors in comparable companies and at a level that will attract, motivate and 

retain directors of an appropriate calibre. The package, which will be reviewed on a regular basis, presently comprises:

• A competitive base salary

• Performance-related bonus payments

• Other benefits

• Share options

Basic salary

Each executive director’s basic salary is reviewed annually in January based on performance, achievement of objectives and comparative salaries.

Bonus

The company operates a performance-related bonus scheme for executive directors. Bonuses are at the discretion of the Remuneration

Committee and are based on Group earnings per share, respective business profits before taxation and individual performance. The level of

bonus is not subject to an upper limit.

Benefits

Benefits provided include the provision of a company car or a car allowance, medical insurance and life assurances.

Pension

JR Hamer is entitled to a contribution of £22,500 p.a. to his personal pension scheme. No other director is eligible to a pension contribution.

Share options

Share options are issued to executive directors under schemes approved by shareholders and applicable to all staff. The schemes are used 

to provide long-term incentives to the recipients to assist in creating and sustaining growth in share value. All share options are granted on 

the recommendation of the Remuneration Committee on a discretionary basis.

Service contracts

All contracts of service under which the directors are employed are terminable on six months’ notice by either party. All directors are subject

to re-election every three years and, on appointment, at the first Annual General Meeting after appointment.

Non-executive fees

The Board determines the non-executive directors’ fees. The non-executive directors are not involved in decisions about their own

remuneration. The non-executive directors are not eligible for performance-related remuneration or the grant of new share options.

Interests in contracts

During the year no director had any interest in any contract of significance with the Company or its subsidiary undertakings.
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Directors’ remuneration

Details of the remuneration of the directors are set out below:

Fees & Pension Payment in

Year ended salaries Benefits Bonus contribution lieu of notice Total

31st December 2001 £’000 £’000 £’000 £’000 £’000 £’000

Executive

JR Hamer 150 16 350 23 – 539

CJF Aspinwall 150 28 499 – – 677

A Malpass 135 14 120 – – 269

Non-executive

CM Amies 46 – – – – 46

LH Liebman 16 – – – – 16

AD Neilson 30 1 – – – 31

Total 527 59 969 23 – 1,578

Fees & Pension Payment in

Year ended salaries Benefits Bonus contribution lieu of notice Total

31st December 2000 £’000 £’000 £’000 £’000 £’000 £’000

Executive

JR Hamer 135 34 326 21 – 516

CJF Aspinwall 140 28 547 – – 715

A Malpass 125 15 100 – – 240

AD Neilson (as below) 92 30 99 2 325 548

Non-executive

CM Amies 35 – – – – 35

LH Liebman 14 – – – – 14

AD Neilson (as above) 45 – – – – 45

Total 586 107 1,072 23 325 2,113

Fees in respect of CM Amies are payable to Seima Consultants Limited. Fees in respect of LH Liebman are payable to Financial & Commodity

Computer Services Limited.
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Directors’ interests

The interests of the directors and their families in the ordinary shares of the company, all of which were beneficial, were as follows:

31st December 2001 31st December 2000

Number Number

JR Hamer 649,800 641,800

CJF Aspinwall 737,944 737,944

A Malpass 47,454 47,454

AD Neilson 23,529 23,529

CM Amies 137,520 137,520

LH Liebman 120,902 120,902

There were no changes in directors’ share interests between the 31st December 2001 and the date of this report.

Share options

The Company has share option schemes whereby directors are able to subscribe for ordinary shares in the Company. The interests of the

directors are as follows:

Number at Number at

1st January Exercised Granted 31st December Option exercisable Expiry 

2001 during year during year 2001 price from date

JR Hamer 79,320 – – 79,320 £0.10 09.06.2000 20.02.2004

79,320 – – 79,320 £0.10 09.06.2001 20.02.2004

CJF Aspinwall 138,960 – – 138,960 £0.10 09.06.2000 20.02.2004

138,960 – – 138,960 £0.10 09.06.2001 20.02.2004

A Malpass 32,480 – – 32,480 £0.10 09.06.2000 20.02.2004

32,480 – – 32,480 £0.10 09.06.2001 20.02.2004

15,000 – – 15,000 £12.85 17.08.2003 17.08.2007 to 

17.08.2010

15,000 – – 15,000 £12.85 17.08.2004 17.08.2007 to 

17.08.2010

AD Neilson 144,400 – – 144,400 £0.10 09.06.2000 20.02.2004

144,400 – – 144,400 £0.10 09.06.2001 20.02.2004

The market price of the shares at 31st December 2001 was 612.5p (1050p at 31st December 2000) and the range in the year was 

447.5p to 1350p.
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We have audited the financial statements on pages 24 to 44.

Respective responsibilities of directors and auditors

The directors are responsible for preparing the Annual Report. As described on page 16, this includes responsibility for preparing the financial

statements in accordance with applicable United Kingdom law and accounting standards. Our responsibilities, as independent auditors, are

established in the United Kingdom by statute, the Auditing Practices Board, the listing rules of the Financial Services Authority, and by our

profession’s ethical guidance.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in accordance with 

the Companies Act 1985. We also report to you if, in our opinion, the directors’ report is not consistent with the financial statements, if the

Company has not kept proper accounting records, if we have not received all the information and explanations we require for our audit, or 

if information specified by law or the Listing Rules regarding directors’ remuneration and transactions with the Group is not disclosed.

We review whether the statement on page 15 reflects the Company’s compliance with the seven provisions of the Combined Code specified

for our review by the Listing Rules, and we report if it does not. We are not required to consider whether the Board’s statements on internal

control cover all risks and controls, or form an opinion on the effectiveness of the Group’s corporate governance procedures or its risk and

control procedures.

We read the other information contained in the Annual Report, including the Corporate Governance statement, and consider whether it is

consistent with the audited financial statements. We consider the implications for our report if we become aware of any apparent

misstatements or material inconsistencies with the financial statements.

Basis of audit opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board. An audit includes examination, on 

a test basis, of evidence relevant to the amounts and disclosures in the financial statements. It also includes an assessment of the significant

estimates and judgements made by the directors in the preparation of the financial statements, and of whether the accounting policies are

appropriate to the Group’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide

us with sufficient evidence to give reasonable assurance that the financial statements are free from material misstatement, whether caused 

by fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the

financial statements.

Opinion

In our opinion, the financial statements give a true and fair view of the state of affairs of the Company and the Group as at 31st December

2001 and of the profit of the Group for the year then ended and have been properly prepared in accordance with the Companies Act 1985.

KPMG Audit Plc

Chartered Accountants

Registered Auditor

Crawley 8th February 2002

1 The maintenance and integrity of the royalblue web site is the responsibility of the directors; the work carried out by the auditors does 

not involve consideration of these matters and, accordingly, the auditors accept no responsibility for any changes that may have occurred

to the financial statements or audit report since they were initially presented on the web site.

2 Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in 

other jurisdictions.
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2001 2000

Note £’000 £’000

Turnover 1

Continuing operations 56,174 37,379

Discontinued operation 10,079 20,004

66,253 57,383

Operating profit/(loss) 2

Continuing operations 8,096 5,465

Discontinued operation (1,550) 861

6,546 6,326

Share of (loss) of associated undertaking – (16)

Exceptional item: loss on sale of discontinued operation 5 (2,658) –

Profit on ordinary activities before interest 3,888 6,310

Net interest receivable 6 309 608

Profit on ordinary activities before taxation 4,197 6,918

Taxation on profit on ordinary activities 7 (2,280) (2,499)

Profit for the financial year 1,917 4,419

Dividends paid and proposed 8 (1,396) (1,360)

Retained profits for the period 521 3,059

Earnings per ordinary 10 pence share 9

Basic – continuing operations 19.3p 13.7p

Diluted – continuing operations 17.4p 12.0p

Basic – total operations 6.6p 15.6p

Diluted – total operations 6.0p 13.7p

Consolidated Statement of Total Recognised Gains and Losses
for the year ended 31st December 2001

2001 2000

£’000 £’000

Profit for the financial year 1,917 4,419

Differences on exchange on re-translation of net assets of overseas undertakings 44 (84)

Total recognised gains and losses 1,961 4,335

annual report and financial statements 2001

Consolidated Profit & Loss Account
for the year ended 31st December 2001

24



2001 2000

Note £’000 £’000 £’000 £’000

Fixed assets

Intangible fixed assets 10 – 546

Tangible fixed assets 11 6,019 7,690

Investment 12 49 49

Investment in own shares 12 2,351 2,439

8,419 10,724

Current assets

Debtors 13 15,563 18,850

Cash at bank and in hand 11,674 10,282

27,237 29,132

Creditors: amounts falling due within one year 14 (17,648) (22,661)

Net current assets 9,589 6,471

Total assets less current liabilities 18,008 17,195

Creditors: amounts falling due after more than one year 15 (493) (15)

Net assets 17,515 17,180

Capital and reserves

Called up share capital 17 3,046 3,013

Share premium account 18 9,953 8,342

Other reserves 18 – 309

Profit and loss account 18 4,516 5,516

Total equity shareholders’ funds 19 17,515 17,180

Approved by the board of directors on 8th February 2002 and signed on its behalf by

JR Hamer

A Malpass
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2001 2000

Note £’000 £’000 £’000 £’000

Fixed assets

Tangible fixed assets 11 178 7

Investments in subsidiaries 12 1,120 1,120

Investment in own shares 12 2,351 2,439

3,649 3,566

Current assets

Debtors 13 5,874 2,067

Cash at bank and in hand 6,034 11,267

11,908 13,334

Creditors: amounts falling due within one year 14 (2,207) (1,453)

Net current assets 9,701 11,881

Total assets less current liabilities 13,350 15,447

Creditors: amounts falling due after more than one year 15 (321) –

Net assets 13,029 15,447

Capital and reserves

Called up share capital 17 3,046 3,013

Share premium account 18 9,953 8,342

Profit and loss account 18 30 4,092

Total equity shareholders’ funds 19 13,029 15,447

Approved by the board of directors on 8th February 2002 and signed on its behalf by

JR Hamer

A Malpass

annual report and financial statements 2001

Company Balance Sheet
at 31st December 2001

26



2001 2000

Note £’000 £’000 £’000 £’000

Net cash inflow from operating activities 21 9,721 4,627

Returns on investments and servicing of finance

Interest received 311 618

Interest paid (2) (10)

Net cash inflow from returns on investments and servicing of finance 309 608

Taxation

United Kingdom tax paid (876) (2,023)

Overseas tax paid (1,106) (53)

Tax paid (1,982) (2,076)

Capital expenditure and financial investments

Purchase of tangible fixed assets (3,287) (6,649)

Sale of tangible fixed assets 26 397

Sale of own shares held by Employee Benefit Trust 181

Purchase of fixed asset investment (142) –

Purchase of loan notes (898) –

Net cash (outflow) for capital expenditure and financial investments (4,120) (6,252)

Acquisition and disposal

Deferred consideration – (82)

Costs of disposal 5 (1,276) –

Net cash (outflow) for acquisition and disposal (1,276) (82)

Equity dividends paid (1,354) (4,091)

Net cash inflow/(outflow) before use of liquid resources and financing 1,298 (7,266)

Management of liquid resources

Cash taken off/(placed on) deposit (1,000) 9,812

Financing

Share options exercised 17 33 769

Capital element of finance lease rental payments – (58)

Net cash inflow from financing 33 711

Increase in cash 331 3,257
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The accounting policies which the Group has adopted to determine the amounts included in respect of material items shown in the financial

statements are shown below. These policies have been applied consistently.

a Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards and under historical cost accounting rules.

The Group has adopted FRS17 and FRS18, neither of which have affected the results or disclosures.

b Basis of consolidation

The group financial statements incorporate the financial statements of the parent company and its subsidiary undertakings to 31st December

2001. Subsidiary undertakings disposed of are included in the financial statements up to the date of disposal. Accordingly, the profit and loss

account, statement of total recognised gains and losses, and statement of cash flows include the results and cash flows for the period of

ownership. The investments in Touchpaper Group Limited and ICIS Technology Limited are treated in the financial statements as a trade

investment as the directors are of the opinion that they have no material financial or operational influence over the companies.

Unless otherwise stated, the acquisition method of accounting has been adopted.

In the Company’s financial statements, investments in subsidiary and associated undertakings are stated at cost less amounts written off.

Dividends received are credited to the Company’s profit and loss account to the extent that they represent a realised profit for the Company.

In accordance with the exemptions allowed by Section 230 of the Companies Act 1985, the profit and loss account of the parent company

has not been presented. The Company’s loss for the financial year was £2,712,000 (2000 loss £613,000).

c Turnover

Turnover represents the amount chargeable, excluding sales related taxes, for goods and services supplied. Turnover is only recognised

where there is persuasive evidence that a contract exists, delivery has occurred, the fee is fixed or determinable and collection of the

resulting receivable is considered probable. Full allowance is made for all known or expected losses.

Turnover from fixed price contracts and outright software licences is recognised in accordance with the percentage completed for each

contract. Turnover from installation, consultancy, support and training services chargeable on a time and materials basis is recognised 

when the work is performed. Turnover from rental and maintenance services is recognised equally over the period that the service is to 

be provided. 

Deferred income represents amounts invoiced to customers for goods and services not yet supplied. Accrued income represents amounts

recognised as turnover to be invoiced in a future period. 
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d Depreciation of tangible fixed assets

Depreciation is provided by the Group to write off the cost less the estimated residual value of tangible fixed assets by equal instalments over

their estimated useful economic lives as follows:

• Equipment and furniture 3 – 5 years

• Computers 2 years

• Motor vehicles 4 years

• Buildings 25 years

• Leasehold improvements remainder of lease 

e Goodwill

Goodwill arising on consolidation represents the excess of fair value of the consideration given over the fair value of the identifiable net 

assets acquired. Goodwill arising prior to 31st December 1997 has been written off to reserves. Goodwill arising since that date has been

capitalised and is being written off over its expected useful economic life of 20 years. 

f Investments

Investments are stated at the lower of cost and net realisable value.

g Employee Benefit Trust

Shares owned by the Employee Benefit Trust are included in the Company balance sheet at cost less any provisions for permanent

diminution in value. The net result of the Employee Benefit Trust, including profits or losses on sales of shares and tax thereon, is included in

the results for the Company. Monetary holdings of the Employee Benefit Trust are included in the reported Company cash and bank balance.

h Leased assets

Where the Group enters into a lease which entails taking substantially all the risks and rewards of ownership of an asset, the lease is treated

as a ‘finance lease’. The asset is recorded in the balance sheet as a tangible fixed asset and is depreciated over its estimated useful life or

the term of the lease, whichever is shorter. Future instalments under such leases, net of finance charges, are included in creditors. Rentals

payable are apportioned between the finance element, which is charged to the profit and loss account, and the capital element, which

reduces the outstanding obligation for future instalments.

All other leases are accounted for as ‘operating leases’ and the rental charges are charged to the profit and loss account on a straight line

basis over the term of the lease.

i Research and development

The costs of developing the Group’s own software products are written off to the profit and loss account as incurred. The cost of research

and development is computed on the basis of direct cost without any overhead allocation.
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j Taxation

The charge for taxation is based on the profit for the year and takes into account taxation deferred because of timing differences between

the treatment of certain items for taxation and accounting purposes. Provision is made for deferred tax only to the extent that it is probable

that an actual liability will crystallise.

k Foreign currencies

Assets and liabilities expressed in foreign currencies are translated into sterling at rates of exchange ruling at the end of the financial year. 

For consolidation purposes the results of foreign subsidiaries are translated at the average rate of exchange for the year and the assets and

liabilities are translated at the closing rate of exchange. Differences on exchange arising from the translation of the results of those companies

at the average rate are taken to reserves. All other foreign exchange differences are taken to the profit and loss account as they arise.

1 Analysis of turnover

Turnover is analysed by geographical destination as follows:

2001 2001 2001 2000 2000 2000

£’000 £’000 £’000 £’000 £’000 £’000

Continuing Discontinued Total Continuing Discontinued Total

operations operation operations operations operation operations

United Kingdom 29,674 7,896 37,570 21,095 15,783 36,878

USA and Canada 15,810 1,758 17,568 11,425 2,537 13,962

Continental Europe 2,179 425 2,604 533 1,647 2,180

Rest of World 8,511 – 8,511 4,326 37 4,363

56,174 10,079 66,253 37,379 20,004 57,383

Further analysis of the profit before taxation and net assets is considered to be seriously prejudicial to the interests of the Group.
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2 Operating profit

2001 2001 2001 2000 2000 2000

£’000 £’000 £’000 £’000 £’000 £’000

Continuing Discontinued Total Continuing Discontinued Total

operations operation operations operations operation operations

Consolidated turnover 56,174 10,079 66,253 37,379 20,004 57,383

Cost of sales – 330 330 – 791 791

Staff costs – salaries 28,211 6,217 34,428 16,583 10,765 27,348

Staff costs – social security 2,734 723 3,457 1,708 987 2,695

Depreciation of owned assets 2,442 589 3,031 1,360 941 2,301

Depreciation of leased assets – – – 6 14 20

Goodwill amortisation – 17 17 – 30 30

Auditor’s remuneration for the company 23 – 23 17 – 17

Auditor’s remuneration for other companies in 

the group 82 – 82 68 35 103

Fees paid to auditor for non-audit related work 67 – 67 89 13 102

Other operating leases 31 173 204 43 289 332

(Profit)/loss on sale of tangible fixed assets (4) 7 3 (3) (40) (43)

Exchange (gains)/losses 36 (163) (127) (43) (165) (208)

Share options granted at less than market price 46 – 46 112 – 112

Other operating expenses 14,784 3,736 18,520 12,338 5,483 17,821

Other income (374) – (374) (364) – (364)

Operating expenses 48,078 11,629 59,707 31,914 19,143 51,057

Operating profit/(loss) 8,096 (1,550) 6,546 5,465 861 6,326

All operating expenses, other than cost of sales, are administrative expenses, the total of which was £59,377,000 (2000 £50,266,000).

Included in the above are research and development costs of £6,113,000 (2000 £3,619,000) in respect of the continuing operations and

£7,689,000 (2000 £6,086,000) in respect of the total operations. Details of other fees paid to the auditor for non-audit related work in

respect of the divestment are included in note 5.
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3 Staff numbers

The average number of people employed by the group, including executive directors, during the year was as follows:

2001 2001 2000 2000

Number Number Number Number

Continuing Total Continuing Total

operations operations operations operations

United Kingdom 307 417 201 388

USA 131 148 71 99

Continental Europe 3 9 3 16

Rest of World 40 40 9 9

481 614 284 512

The number of people employed by the group, including executive directors, at the end of the year was as follows:

At 31st At 31st

December December

2001 2000

Number Number

Continuing Continuing 

operations operations

United Kingdom 337 228

USA 148 97

Continental Europe 4 1

Rest of World 46 23

535 349

4 Directors

Details of directors’ emoluments and interests are included in the Remuneration Report on pages 21 to 22.
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5 Exceptional items

On 16th July 2001, shareholder approval was obtained for the divestment of its royalblue technologies help desk and rostrvm business.

Subsequent to the divestment royalblue technologies has changed its name to Touchpaper. 

The sale was structured such that at completion royalblue subscribed for 17,000,000 Touchpaper preference shares, with an aggregate

subscription price of £17,000,000, redeemable on or before 31st January 2006, and 142,000 Touchpaper ordinary shares, with an

aggregate subscription price of £142,000, initially representing 19% of the issued ordinary share capital. As further consideration 

Touchpaper warrants were issued to royalblue which entitle the Group to subscribe for additional Touchpaper ordinary shares at nominal

cost representing up to an additional 51% of Touchpaper’s ordinary share capital upon a sale or listing. Of the subscription proceeds

received from royalblue, Touchpaper used £17,000,000 as consideration for the acquisition of royalblue technologies. The consideration for

royalblue technologies involved no net cash being received by royalblue on completion.

In addition, at completion, Touchpaper issued to royalblue ‘B’ Loan Notes with a principal amount of £3,802,245 in order to re-finance 

inter-company facilities and ‘A’ Loan Notes with a principal amount of £897,755 to provide additional working capital, the aggregate of the

Loan Notes being £4,700,000. The Loan Notes are repayable in tranches of £500,000 per annum commencing 31st July 2002 and carry 

a variable interest rate of 4% over UK base rate, payable quarterly. The ‘B’ Loan Notes are repayable first and the ‘A’ Loan Notes are

secured by way of a fixed and floating charge over the assets of Touchpaper.

Other than certain specific indemnities, the sale agreement contains no warranties relating to the royalblue technologies business and no

general tax indemnity has been given.

The value of the shares, warrants and unsecured loan notes received from the divestment will not be recognised in the balance sheet until

there is evidence that they will be redeemed or repaid within a reasonable period.

£’000

Divestment of royalblue technologies

Net proceeds (142)

Book value of net assets sold:

Intangible fixed assets (548)

Tangible fixed assets (2,018)

Debtors (5,275)

Creditors 6,601

(1,240)

Costs of divestment (1,276)

Loss on divestment (2,658)

During the period to disposal royalblue technologies had net operating cash outflows of £1,502,000, net cash outflow of £89,000 for returns

on investments and servicing of finance, and utilised a net £161,000 for capital expenditure.

Included in the costs of divestment are fees of £392,000 paid to the auditor in respect of non-audit work.
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6 Net interest receivable

2001 2000

£’000 £’000

Interest receivable 311 618

Other interest payable (2) (10)

309 608

7 Taxation

2001 2000

£’000 £’000

UK corporation tax 1,503 1,854

Overseas tax 732 568

Adjustments relating to prior years 45 77

2,280 2,499

A capital loss was made on the divestment of royalblue technologies, which will be carried forward against any future capital gains.

8 Dividends paid and proposed

2001 2000

£’000 £’000

Increase in final dividend for prior year 1 45

Interim dividend of 1.6p (2000 1.5p) 462 424

Final dividend of 3.2p (2000 3.1p) 933 891

1,396 1,360
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9 Earnings per share

The calculation of basic earnings per share is based on attributable profit of £5,565,000 (2000 £3,869,000) for Continuing Business and

£1,917,000 (2000 £4,419,000) for Total Business and divided by 28,851,677 shares (2000 28,350,131 shares). The number of shares is

based on the weighted average number of shares in issue during the year less the shares owned by the royalblue group plc Employee

Benefit Trust. The number of shares in issue at 31st December 2001 was 30,455,240 (2000 30,134,020).

The diluted earnings per share is based on 31,942,538 (2000 32,214,607) ordinary shares. The diluted earnings per share have been

calculated using an average share price of 839p (2000 1505p) for the year.

The calculation of attributable profit of £5,565,000 (2000 £3,869,000) for Continuing Business is determined by the profit for the financial

year of £1,917,000 (2000 £4,419,000), the loss on sale of discontinued operation of £2,658,000 added back, the operating loss of

£1,550,000 (2000 operating profit of £861,000) added back, less the corporation tax offset of £560,000 (2000 corporation tax charge of

£311,000). The directors believe that the continuing operations earnings per share calculation gives a more meaningful measurement of 

the performance of the underlying business.

10 Intangible fixed assets

2001 2000

Group £’000 £’000

Goodwill

Cost

At 1st January 2001 619 572

Exchange adjustment 22 29

Acquisition consideration adjustment – 18

On disposal of subsidiary undertakings (641) –

At 31st December 2001 – 619

Amortisation

At 1st January 2001 73 40

Exchange adjustment 3 3

On disposal of subsidiary undertakings (93) –

Charged in the year 17 30

At 31st December 2001 – 73

Net book value – 546

There are no intangible fixed assets in the company.
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11 Tangible fixed assets

Furniture & Long leasehold

Total equipment buildings Computers Vehicles

Group £’000 £’000 £’000 £’000 £’000

Cost

At 1st January 2001 13,564 5,351 596 7,360 257

Exchange adjustment 135 63 16 56 –

On disposal of subsidiary undertakings (5,832) (2,927) – (2,882) (23)

Additions 3,287 1,145 – 2,103 39

Disposals (57) – – – (57)

At 31st December 2001 11,097 3,632 612 6,637 216

Depreciation

At 1st January 2001 5,874 2,084 46 3,639 105

Exchange adjustment 15 14 1 – –

On disposal of subsidiary undertakings (3,814) (1,636) – (2,165) (13)

Charged in the year 3,031 787 20 2,179 45

Disposals (28) – – – (28)

At 31st December 2001 5,078 1,249 67 3,653 109

Net book value

At 31st December 2001 6,019 2,383 545 2,984 107

At 31st December 2000 7,690 3,267 550 3,721 152

The fixed assets of royalblue group plc are included in the above at a cost of £217,000 (2000 £12,000) and accumulated depreciation 

of £39,000 (2000 £5,000). During the year additions totalled £205,000 (2000 £52,000) and were in respect of leasehold improvements.

There were no disposals in the year (2000 £147,000). The depreciation charge for the year was £34,000 (2000 £27,000). 
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12 Investments

Other

Own shares investments Total

Group £’000 £’000 £’000

At 1st January 2001 2,439 49 2,488

Divestment (88) – (88)

At 31st December 2001 2,351 49 2,400

The value of other investments at the start of the year represents the investment in ICIS Technology Limited and at the end of the year

represents the investment in ICIS Technology Limited and Touchpaper Group Limited. The value of the shares and warrants in Touchpaper

Group Limited received from the divestment of royalblue technologies will not be recognised in the balance sheet until there is evidence that

they will be redeemed or repaid within a reasonable period.

Other

Own shares investments Total

Company £’000 £’000 £’000

At 1st January 2001 2,439 1,120 3,559

Divestment (88) – (88)

At 31st December 2001 2,351 1,120 3,471

Other investments represents 100% of the issued shares in royalblue software limited, royalblue investments limited, royalblue financial

limited, royalblue financial kk, royalblue software corporation and royalblue France SAS. The value of the shares and warrants in

Touchpaper Group Limited received from the divestment of royalblue technologies will not be recognised in the balance sheet until there 

is evidence that they will be redeemed or repaid within a reasonable period.

The Company accounts for its advances to the Employee Benefit Trust as a fixed asset investment for shares held by the trust and as cash

for any cash balances held by the trust. At 31st December 2001, the Employee Benefit Trust owned 1,310,592 (2000 1,378,992) shares

representing 4.3% of the issued capital. The divestment in the year relates to the exercise of 68,400 options over shares held in the trust. 

At 31st December 2001, 980,307 of the shares held by the trust are under option to employees. At 31st December 2001, the market value 

of the total shareholding was £8,027,000 (2000 £14,479,000).
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12 Investments continued

The subsidiary and associate undertakings and other trade investments at 31st December 2001, all of which are engaged in developing and

selling computer software and providing associated services, are in the table below. All principally operate in their country of incorporation.

Proportion of ordinary 

Country of incorporation share capital held

royalblue financial plc England and Wales 100%

royalblue software limited England and Wales 100%

royalblue investments limited England and Wales 100%

royalblue financial corporation USA 100%

royalblue software corporation USA 100%

royalblue financial limited Hong Kong 100%

royalblue financial kk Japan 100%

royalblue France SAS France 100%

ICIS Technology Limited England and Wales 38%

Touchpaper Group Limited England and Wales 19%

In addition to the above, royalblue holds 19,650 ‘B’ preference shares of 100p and 29,710 ‘C’ preference shares of 100p in ICIS Technology

Limited, 17,000,000 preference shares of 100p in Touchpaper Group Limited and a warrant over 1,275,000 ordinary shares of 1p in

Touchpaper Group Limited. All the preference shares represent 100% of the issued shares in their class. The preference shares in ICIS

Technology Limited have no coupon and are redeemable at dates to be determined by the board of directors of ICIS Technology Limited.

The preference shares in Touchpaper Group Limited have a cumulative coupon of 0.5% per annum and are redeemable by 31st January

2006 or on a sale or listing of the company if earlier. The warrant over the ordinary shares in Touchpaper Group Limited would represent up

to 51% of the diluted equity of the company when exercised. The warrants are exercisable only on the sale or listing of the company.

annual report and financial statements 2001

Notes to the Financial Statements38



13 Debtors

Group Company

2001 2000 2001 2000

£’000 £’000 £’000 £’000

Trade debtors 11,803 15,892 – –

Amount due from subsidiaries – – 3,307 950

Other debtors: amounts falling due within one year 1,007 820 – 476

Other debtors: amounts falling due after more than one year 898 – 898 –

Corporation tax recoverable 469 36 1,272 549

Prepayments 1,060 750 397 92

Accrued income 326 1,352 – –

15,563 18,850 5,874 2,067

14 Creditors – amounts falling due within one year

Group Company

2001 2000 2001 2000

£’000 £’000 £’000 £’000

Trade creditors 1,229 2,913 61 129

Amount due to subsidiaries – – 34 28

Dividend payable 933 891 933 891

UK corporation tax 2,090 1,524 – –

Overseas corporation tax 739 490 – –

Other taxes and social security 1,808 1,787 791 –

Accruals and other creditors 6,525 7,197 388 405

Deferred income 4,324 7,859 – –

17,648 22,661 2,207 1,453
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15 Creditors – amounts falling due after more than one year

Group Company

2001 2000 2001 2000

£’000 £’000 £’000 £’000

Accruals and other creditors 493 – 321 –

Deferred income – 15 – –

493 15 321 –

16 Deferred taxation

In accordance with the Group’s accounting policy no deferred tax has been provided at the balance sheet date. The potential, but

unprovided, deferred tax asset in respect of timing differences amounts to £1,033,000 (2000 £446,000) in the Group.

17 Share capital

2001 2000

£’000 £’000

Authorised:

43,600,000 ordinary shares of 10p each (2000 43,600,000 of 10p each) 4,360 4,360

Share capital allotted, called up and fully paid:

30,455,240 ordinary shares of 10p each (2000 30,134,020 of 10p each) 3,046 3,013

During the year the company issued the following share capital:

Number £’000

Exercise of share options 321,220 33

annual report and financial statements 2001

Notes to the Financial Statements40



17 Share capital continued

Options subsisting under employee share option schemes at 31st December 2001 were:

Year Options at Options at

options 1st January Exercised in Lapsed in 31st December Exercise Options become 

granted 2001 year year New grants 2001 price exercisable

1995-1997 2,533,215 321,220 – – 2,211,995 10p 1997–2001

1997 709,807 67,400 1,200 – 641,207 249p 2000–2001

1999 10,000 – – – 10,000 439p 2001–2003

1999 365,050 1,000 24,950 – 339,100 535p 2001–2003

2000 600,950 – 23,150 – 577,800 1285p 2001–2004

2001 – – – 10,000 10,000 885p 2004–2005

2001 – – – 20,000 20,000 787.5p 2004–2005

2001 – – 5,100 523,450 518,350 612.5p 2004–2005

In addition to the above, the Group entered into an agreement to grant Merrill Lynch, Pierce, Fenner & Smith Incorporated (Merrill Lynch)

non-transferrable warrants over 1,500,000 ordinary shares with an exercise price of 905p. The market price of the shares at the date of

grant was 875p. The warrants are conditional upon Merrill Lynch executing an agreement for royalblue to supply them with a US domestic

market making system. When this condition is met 250,000 of the warrants vest; on the first anniversary of the agreement’s execution a

further 250,000 warrants vest; on the second anniversary of the agreement’s execution a further 500,000 warrants vest; and on the third

anniversary of the agreement’s execution the final 500,000 warrants vest. All the warrants lapse five years after their vesting date.

18 Other reserves

Share premium Other Profit and loss

account reserves Account Total

Group £’000 £’000 £’000 £’000

Balance at 1st January 2001 8,342 309 5,516 14,167

Exercise of share options 1,611 – (1,611) –

Share options granted at less than market price – – 46 46

Retained profit for the year – – 521 521

Reserves of disposed operation – (309) – (309)

Exchange adjustments – – 44 44

Balance at 31st December 2001 9,953 – 4,516 14,469

annual report and financial statements 2001

Notes to the Financial Statements 41



18 Other reserves continued

The item for share options granted at less than market value is in respect of a charge to the profit and loss account in accordance 

with the Urgent Issues Task Force of the Accounting Standards Board, Abstract 17. The movement on other reserves relates to capital

redemption reserve and share premium reserve previously included under merger accounting in respect of the share for share exchange 

on 5th February 1997.

Share premium Other Profit and loss

account reserves Account Total

Company £’000 £’000 £’000 £’000

Balance at 1st January 2001 8,342 – 4,092 12,434

Exercise of share options 1,611 – – 1,611

Share options granted at less than market price – – 46 46

Retained (loss) for the year – – (4,108) (4,108)

Balance at 31st December 2001 9,953 – 30 9,983

19 Reconciliation of movements in shareholders’ funds

Group Company

2001 2000 2001 2000

£’000 £’000 £’000 £’000

Profit/(loss) for the financial year 1,917 4,419 (2,712) (613)

Dividends (1,396) (1,360) (1,396) (1,360)

Retained profit/(loss) for the period 521 3,059 (4,108) (1,973)

Reserves of disposed operation (309) – – –

Other recognised gains/(losses) relating to the year 44 (84) – –

Share capital on share options exercised 33 83 33 83

Share premium on share options exercised 1,611 2,550 1,611 2,550

Transfer in respect of issue of shares to employee trusts (1,611) (1,864) – –

Charge for share options granted at less than market price 46 112 46 112

Net increase/(decrease) in shareholders’ funds 335 3,856 (2,418) 772

Opening shareholders’ funds 17,180 13,324 15,447 14,675

Closing shareholders’ funds 17,515 17,180 13,029 15,447

annual report and financial statements 2001

Notes to the Financial Statements42



20 Operating lease commitments

The commitments of the group for the next year under operating leases as at 31st December 2001 are analysed according to the period in

which each lease expires as follows:

2001 2001 2001 2000 2000 2000

Land and Land and

£’000 Total buildings Other Total buildings Other

Leases ending within 1 year 331 325 6 94 13 81

Leases ending between 2 and 5 years 516 492 24 326 60 266

Leases ending after 5 years 1,812 1,812 – 1,709 1,709 –

Total commitments in 2002 2,659 2,629 30 2,129 1,782 347

21 Reconciliation of operating profit to net cash inflow from operating activities

2001 2001 2001 2000

£’000 £’000 £’000 £’000

Continuing Discontinued Total Total

operations operation operations operations

Operating profit/(loss) before taxation and interest 8,096 (1,550) 6,546 6,310

Depreciation charges 2,442 589 3,031 2,321

Goodwill amortisation charge – 17 17 30

Charge for share options granted at less than market price 46 – 46 112

Loss/(profit) on sale of tangible fixed assets (4) 7 3 (43)

(Increase)/decrease in debtors (1,881) 1,332 (549) (7,216)

Increase/(decrease) in creditors 2,524 (1,897) 627 3,113

Net cash inflow/(outflow) from operating activities 11,223 (1,502) 9,721 4,627
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22 Analysis of net funds

Balance at Balance at

1st January Cash inflow/ Exchange 31st December

2001 (outflow) differences 2001

£’000 £’000 £’000 £’000

Net cash:

Cash at bank and in hand 10,282 1,331 61 11,674

Less: deposits treated as liquid resources (4,500) (1,000) – (5,500)

5,782 331 61 6,174

Liquid resources:

Deposits included in cash 4,500 1,000 – 5,500

Net funds 10,282 1,331 61 11,674

23 Reconciliation of net cash flow to movement in net funds

2001 2000

£’000 £’000

Increase in cash in the period 331 3,257

Cash outflow/(inflow) from increase in liquid resources 1,000 (9,812)

Cash outflow from change in debt – 58

Translation differences 61 155

Movement in net funds in year 1,392 (6,342)

Net funds at beginning of year 10,282 16,624

Net funds at end of year 11,674 10,282
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