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» Significant forward momentum with surge of billings towards end of 
period well ahead of previous year and pointing towards significant 
year on year revenue growth; 

» Several large deals concluded in period with three new deals each 
worth in excess of £300,000 and several more worth in excess of  
£100,000; 

» Revenue £3.88m (excluding disposal group £3.68m), (2006: 
£3.46m); 

» Loss after tax £1.06m (excluding disposal group £0.86m), (2006: 
£0.96m) ; 

» Basel 2 regulatory changes will benefit STB Systems in following 
periods and Software businesses look set for overall profitability in 
the second half of the year;  

» Shanghai operation now well established and more operational 
integration of the Group’s businesses. 
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Financial 
Revenue increased to £3.88m against £3.46m in the comparable period last year. Loss 
after tax was £1.06m. Cash at the end of the period was £0.2m with undrawn banking 
facilities of £0.25m. Given the strong level of billings from August 2007 onwards and the 
consequent cashflow from that, we expect the Group’s cash position to improve even 
before the intended sale of the Independent Valuation business. 
 
Recurrent revenue has historically been a high proportion of revenues at Lombard Risk. 
Recurrent annual revenues for the Group are running at over £4m. In addition, the 
revenue profile remains well dispersed. 
 
 
Regulatory and Compliance Software Products 
The Group’s regulatory and compliance software business STB Systems has made 
outstanding headway with a growing order book and pipeline ahead of the Basel 2 
regulatory changes and important contract wins in other countries. Basel 2 is a very 
important driver for our growth in this area over the next year. 
 
STB Systems is the market leader for UK Bank Regulatory Reporting with approximately 
150 of 350 banks in the UK using the STB-Reporter product for regulatory reporting to 
the FSA. While implementing so many Basel 2 upgrades at the same time has put 
pressure on our resources, we now have comprehensive project plans in place with a 
strong infrastructure capable of implementing much larger projects than STB Systems 
has been used to in previous years. While there have inevitably been some strains 
around regulatory deadlines we expect to be well placed by the middle of 2008 and 
back to the very high average level of customer satisfaction that STB Systems has 
enjoyed historically. Our new enterprise regulatory product offers an excellent 
opportunity for the Group to expand its business with many of these clients. 
 
The firm’s ability to offer global solutions has been greatly enhanced through it now 
having regulatory offerings available or under production for several EMEA and Asian 
countries as well as the United States. In addition, the AML product STB-Detector has 
seen good revenue growth in several countries, but particularly in the United States. We 
now have more than 50 clients for the AML product. 
 
 
Valuation and Risk Management Software Products 
Oberon®, the trading and risk management system, saw two significant contract wins in 
the period and remained our most profitable product. Oberon continues to provide 
capital to support the development of other products. Functionally the product has 
made good progress with new pricing models and support for additional instruments 
such as inflation derivatives. 
 
Colline®, our software for collateral management, had a slower half year than last year, 
but from September onwards has regained momentum with three new contracts or 
letters of intent signed. The credit crisis is probably especially beneficial for this product. 
 
 
Independent Valuation 
The Group’s Independent Valuation business has achieved several potentially important 
contracts. As announced in September a number of third parties interested in investing 
in this business were identified, and we are at an advanced stage of discussions with one 
of these (see note 5 to the Interim Report).  
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Consolidated interim income statement

 

  Unaudited Unaudited Unaudited 
  6 months to 6 months to Year ended 

  
30 September 

2007 
30 September 

2006 
31 March 

2007 
  Note £ £ £ 

Continuing operations   
Revenue  5 3,681,964 3,459,212 6,942,181 
Cost of sales 5 (9,090) (20,752) (118,014) 

Gross profit  3,672,874 3,438,460 6,824,167 

   
Administrative expenses 5 (4,645,632) (4,419,095) (8,810,516) 

Operating loss  (972,758) (980,635) (1,986,349) 
   
(Loss) / profit on disposal of quoted investment or business 5 (40,788) - 44,800 

   
Finance expense  (4,393) (1,232) (2,797) 
Finance income  4,461 20,897 26,007 

(Loss) before taxation 5 (1,013,478) (960,970) (1,915,091) 

   
Tax credit / (charge)  150,000 (1,167) (2,790) 

   
(Loss) for the period from continuing operations 5 (863,478) (962,137) (1,917,881) 

   

(Loss) for the period from disposal group classified as held 
for sale 5 (199,088) 

 
   

- - 

   
(Loss) for the period transferred from reserves 5 (1,062,566) (962,137) (1,917,881) 

    
(Loss) per share     
Basic earnings per share from continuing operations 
(pence)  (0.64) - - 
Diluted earnings per share from continuing operations 
(pence)  (0.64) - - 
Basic earnings per share from disposal group classified as 
held for sell operations (pence)  (0.15) 

 
- - 

Diluted earnings per share from disposal group classified as 
held for sell operations (pence)  (0.15) 

 
- - 

Basic earnings per share  (0.79) (0.74) (1.44) 
Diluted earnings per share  (0.79) (0.74) (1.44) 
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Reconciliation for the 6 months ended 30 September 2006 
 

 UK GAAP IAS 19 IAS 1 IFRS 3 IAS39 Restated 

  
Holiday 
Accrual 

Reclassific
ation Goodwill 

Valuation 
of shares Under IFRS 

Reconciliation of (loss) / profit £ £ £ £ £ £ 

       
Revenue 3,459,212 - - - - 3,459,212 
Cost of sales (20,752) - - - - (20,752) 
Administrative expenses (4,547,289) 34,060 - 94,134 - (4,419,095) 

Operating loss (1,108,829) 34,060  94,134 - (980,635) 
       
Finance income 19,665 - - - - 19,665 
Taxation (1,167) - - - - (1,167) 

Loss for the period (1,090,331) 34,060 - 94,134 - (962,137) 
       
Reconciliation of equity       
       
Non-current assets       
Property, plant and equipment 335,137 - (31,490) - - 303,647 
Goodwill 3,538,546 - - 94,134 - 3,632,680 
Other intangible assets - - 31,490 - - 31,490 

 3,873,683 - - 94,134 - 3,967,817 
Current assets       
Trade and other receivables 1,657,953 - - - - 1,657,953 
Investments in IDOX shares  571,358 - - - (228,263) 343,095 
Cash and cash equivalents 560,907 - - - - 560,907 

 2,790,218 - - - (228,263) 2,561,955 
       

Total assets 6,663,901 - - 94,134 (228,263) 6,529,772 
       
Current liabilities       
Trade and other payables (1,649,009) (34,060) - - - (1,683,069) 
Deferred income - - (2,080,477) - - (2,080,477) 

 (1,649,009) (34,060) (2,080,477) - - (3,763,546) 
       
Non-current liabilities       
Accruals and deferred income (2,080,477) - 2,080,477 - - - 
       

Total liabilities (3,729,486) (34,060) - - - (3,763,546) 
       
Net assets 2,934,415 (34,060) - 94,134 (228,263) 2,766,226 
       
Equity       
Share capital 1,103,510 - - - - 1,103,510 
Share premium account 2,415,110 - - - - 2,415,110 
Revaluation reserve 170,957 - (170,957) - - - 
Other reserves 1,576,692 - - - - 1,576,692 
Profit and loss account (2,331,854) (34,060) 170,957 94,134 (228,263) (2,329,086) 

Total equity 2,934,415 (34,060) - 94,134 (228,263) 2,766,226 
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Reconciliation for the year ended 31 March 2007 
 

 UK GAAP IAS 19 IAS 1 IFRS 3 IAS39 Restated 
 

 
Holiday 
Accrual 

Reclassific
ation Goodwill 

Valuation 
of shares Under IFRS 

Reconciliation of (loss) / profit £ £ £ £ £ £ 

       
Revenue 6,942,181 - - - - 6,942,181 
Cost of sales (118,014) - - - - (118,014) 
Administrative expenses (9,162,326) - - 187,664 164,146 (8,810,516) 

Operating loss  (2,338,159) - - 187,664 164,146 (1,986,349) 
       
Finance income 26,458 - - - - 26,458 
Taxation (2,790) - - - - (2,790) 
Loss from continuing 
operations (2,314,491) - - 187,664 164,146 (1,962,681) 
       
Profit on disposal of business 44,800 - - - - 44,800 
       

(Loss) / profit for the period (2,269,691) - - 187,664 164,146 (1,917,881) 
       
Reconciliation of equity       
       
Non-current assets       
Property, plant and equipment 237,380 - (14,461) - - 222,919 
Goodwill 3,445,016 - - 187,664 - 3,632,680 
Other intangible assets   14,461 - - 14,461 

 3,682,396 - - 187,664 - 3,870,060 
Current assets       
Trade and other receivables 1,446,424 - - - - 1,446,424 
Investment in IDOX shares 407,212 - - - 40,788 448,000 
Cash and cash equivalents 284,328 - - - - 284,328 

 2,137,964 - - - 40,788 2,178,752 
       

Total Assets 5,820,360 - - 187,664 40,788 6,048,812 
       
Current liabilities       
Trade and other payables (1,145,931) (68,120) (393,862) - - (1,607,913) 
Deferred income -  (2,509,213) - - (2,509,213) 

 (1,145,931) (68,120) (2,903,075) - - (4,117,126) 
       
Non-current liabilities       
Accruals and deferred income (2,903,075) - 2,903,075 - - - 
       

Total liabilities (4,049,006) (68,120) - - - (4,117,126) 
       
Net assets 1,771,354 (68,120)  187,664 40,788 1,931,686 
       
Equity       
Share capital 1,103,510 - - - - 1,103,510 
Share premium account 2,415,110 - - - - 2,415,110 
Other reserves 1,593,099 - - - - 1,593,099 
Profit and loss account (3,340,365) (68,120) - 187,664 40,788 (3,180,033) 

Total equity 1,771,354 (68,120) - 187,664 40,788 1,931,686 
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Reconciliation as at 1 April 2006 
 

 UK GAAP IAS 19 IAS 1 IFRS 3 IAS39 Restated 
 

 
Holiday 
Accrual 

Reclassific
ation Goodwill 

Valuation 
of shares Under IFRS 

Reconciliation of equity £ £ £ £ £ £ 

   
Non-current assets       
Property, plant and equipment 344,387 - - - - 344,387 
Goodwill 3,712,680 - - - - 3,712,680 

Other intangible assets - - - - - - 
 4,057,067 - - - - 4,057,067 
Current assets       
Trade and other receivables 1,203,922 - - - - 1,203,922 

Investment in IDOX shares 571,358 - - -  159,644 731,002 
Cash and cash equivalents 1,723,035 - - - - 1,723,035 
 3,498,315 - - - 159,644 3,657,959 
       

Total Assets 7,555,382 - - - 159,644 7,715,026 
       
Current liabilities       
Trade and other payables (1,675,017) (68,120) (302,394) - - (2,045,531) 
Deferred income - - (1,999,996) - - (1,999,996) 
 (1,675,017) - (2,302,390) - - (4,045,527) 
       
Non-current liabilities       
Accruals and deferred income (2,302,390) - 2,302,390 - - - 
       
Total liabilities (3,977,407) (68,120) - - - (4,045,527) 
       
Net assets 3,577,975 (68,120) - - 159,644 3,669,499 
       
       
Equity       
Share capital 1,082,510 - - - - 1,082,510 
Share premium account 2,415,110 - - - - 2,415,110 
Revaluation reserve 170,957 - (170,957) - - - 
Other reserves 1,151,029 - - - - 1,151,029 

Profit and loss account (1,241,631) (68,120) 170,957 - 159,644 (979,150) 
Total equity 3,577,975 (68,120) - - 159,644 3,669,499 
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(b) Basis of consolidation 
The Group accounts consolidate the financial statements of the Company and its 
subsidiary undertakings. 
 
(c) Goodwill 
Goodwill arising on consolidation represents the excess of the purchase consideration 
over the Group’s interest in the fair value of the identifiable assets and liabilities of the 
subsidiary entity at the date of acquisition.  Goodwill is recognised as an asset and 
reviewed for impairment at least annually.  Any impairment is recognised immediately in 
the income statement and is not subsequently reversed. 
 
Goodwill arising before the date of transition to IFRS has been retained at the previous 
UK GAAP amounts.  Goodwill written off to reserves under UK GAAP has not been 
reinstated. 
 
(d) Revenue recognition 
Revenue represents the invoiced amount of goods sold and services provided during the 
year, stated net of Value Added Tax.  Revenue and pre-tax profit are wholly attributable 
to the principal activities. 
 
The recognition of revenue depends on the type of income. 
 
Licence income For long term projects which do not include the up-front 

delivery of immediately usable software, revenue is 
recognised on both the consultancy and initial licence 
elements in line with the estimated percentage of 
completion of the project.  That part of licence and 
maintenance revenue invoiced simultaneously with the 
initial licence but considered to relate to the period when 
the licence is deemed to be live is deferred in its entirety 
until the live date, following which it is released to profit in 
equal daily instalments over the duration of the relevant 
licence or maintenance.  For other projects which do include 
the up-front delivery of immediately usable software, 
revenue is recognised in accordance with the invoicing 
schedule.  For non-refundable licences revenue is recognised 
at invoicing date. 
 

Customisation income Recognised once the customisation has taken place. 
 

Maintenance income Recognised evenly over the term of the maintenance 
contract. 
 

Rental income Recognised evenly over the term of the rental contract. 
 

Data subscription income Recognised evenly over the term of the data contract. 
 

Training income Recognised when the relevant courses are run. 
 

 
(e) Property, Plant and Equipment 
Property, plant and equipment are stated at cost less accumulated depreciation and any 
recognised impairment loss. The cost of property, plant and equipment net of estimated 
residual value and impairment, is depreciated in equal annual instalments over the 
estimated useful lives of the assets.  The residual values of assets or group of like assets 
are reviewed annually. 
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The depreciation periods of the assets are as follows: 
Computer software    Between 1 and 2 years 
Computer hardware    2 years 
Fixtures, fittings and equipment  4 years 
 
The group has previously consolidated all computer software into tangible assets. This 
has now been reclassified as other intangible assets. 
 
(f) Valuation of investments 
Investments held as current assets are classified as available for sale financial asset and 
are stated at fair value. 
 
(g) Foreign exchange 
Transactions denominated in foreign currencies are translated into the functional 
currency at the average rate of exchange.  Monetary assets and liabilities denominated 
in foreign currencies at the balance sheet date are retranslated at the rates ruling at that 
date. The exchange differences arising on the retranslation of subsidiary undertakings 
are, together with differences arising on the translation of long term intra-group 
funding loans which are not intended to be repaid in the foreseeable future, taken 
directly to reserves.  All other differences are taken to the consolidated income 
statement. 

 
(h) Deferred taxation 
Deferred tax is recognised in respect of all timing differences that have originated but 
not reversed at the balance sheet date where transactions or events that result in an 
obligation to pay more, or a right to pay less, tax in the future have occurred at the 
balance sheet date.  Deferred tax assets are recognised when it is more likely than not 
that they will be recovered and usually when there are actually apparent rather than 
forecast.  Deferred tax is measured using rates of tax that have been enacted or 
substantively enacted by the balance sheet date. 
 
(i) Leased assets 
Assets held under finance leases and hire purchase contracts are capitalised in the 
balance sheet and depreciated over their estimated useful economic lives.  The interest 
element of leasing payments represents a constant proportion of the capital balance 
outstanding and is charged to the income statement over the period of the lease.  All 
other leases are regarded as operating leases and the payments made under them are 
charged to the income statement on a straight line basis over the lease term. 
 
(j) Finance income and finance costs 
Interest income and interest payable are recognised in the income statement as it 
accrues, using the effective interest method.   

 
(k) Basis of consolidation 
The consolidated financial statements include the financial statements of the Company 
and its subsidiary undertakings made up to 30 September.  The acquisition method of 
accounting has been adopted.  Under this method, the results of subsidiary undertakings 
acquired or disposed of in the year are included in the consolidated income statement 
from the date of acquisition or up to the date of disposal.  All of the subsidiary’s assets 
and liabilities existing at the date of acquisition are recorded at their fair values 
reflecting their condition at that date.  Profits or losses on intra-group transactions are 
eliminated in full.  Goodwill arising on consolidation is capitalised and impaired as 
appropriate. 
 


