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MPSI SYSTEMS LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2003

The directors present their report and financial statements for the year ended 31 December 2003.

Principal activities

The principal activity of the company continued to be consultancy services and marketing decision support
systems.

Directors
The following directors have held office since 1 January 2003:

B D Porto
R Harper

Directors' interests
The directors' interests in the shares of the company were as stated helow:

Ordinary shares of £ 1 each
31 December 2003 1 January 2003

B D Porto
R Harper

The directors of MPSI Systems Limited have the following interest in MPSI Systems Inc, the ultimate parent
undertaking.

Ordinary shares of £1 each

31 December 2003 1 January 2003
BD Porto 4,057 3,902
R Harper 1,072,471 1,009,584
Auditors

In accordance with section 385 of the Companies Act 1985, a resolution proposing that Houghton Stone be
reappoeinted as auditors of the company will be put to the Annual General Meeting.




MPSI SYSTEMS LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2003

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 of the profit or loss of the company for that period. [n
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;

- prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company 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 are also respensible for safeguarding the assets of the company
and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

This report has been prepared in accordance with the special provisions of Part VIl of the Companies Act 1985
relating to small companies.

By order of the board
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MPSI SYSTEMS LIMITED

INDEPENDENT AUDITORS' REPORT
TO THE SHAREHOLDERS OF MPSI SYSTEMS LIMITED

We have audited the financial statements of MPSI Systems Limited on pages 4 to 10 for the year ended 31
December 2003. These financial statements have been prepared in accordance with the Financial Reporting

Standard for Smaller Entities (effective June 2002), under the historical cost convention and the accounting
policies set out therein.

Respective responsihilities of the directors and auditors

As described in the statement of directors’ responsibilities on page 2 the company's directors are responsible

for the preparation of the financial statements in accordance with applicable law and United Kingdom
Accounting Standards.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and United Kingdom Auditing Standards.

We report to you our opinicn 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 aur opinion, the directors'
report is not consistent with the financial statements, if the company has not kept praper accounting records, if
we have not received all the information and explanations we require for our audit, or if information specified
by law regarding directors' remuneration and transactions with the company is not disclosed.

We read the directors’ report and consider the implications for our report if we become aware of any apparent
misstatements within it.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom 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. 1t 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 company's circumstances, consistently applied and adequately
disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from material misstatermnent, whether caused by fraud or other irregularity or error. In

forming our opinion we also evaluated the overall adequacy of the presentation of infermation in the financial
statements.

Opinion

In our opinign the financial statements give a true and fair view of the state of the company's affairs as at 31

December 2003 and of its loss for the year then ended and have been properly prepared in accordance with
the Companies Act 1985.

Houghton Stone ﬁ"’“‘j 2z ‘5’(2& ........ &./f":ﬁ/‘fafx

Registered Auditor The Conifers

Fiiton Road
Hambrook
Bristol
BS16 1QG




MPSI SYSTEMS LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2003

2003
Notes £

Turnover 2 358,792
Cost of sales (134,828)
Gross profit 223,964
Administrative expenses (327.846)
Operating loss 3 {103,882)
Investment income 4 -
Other interest receivable and similar
income 384
Loss on ordinary activities hefore
taxation (103,498)
Tax on loss on ordinary activities 5 -
Loss on ordinary activities afier
taxation 11

{103,498)

2002
£

1,175,002
(576,863)
598,139
(742,829)
(144,690)
(12,488)

482

(156,696)

{156,696)




MPSI SYSTEMS LIMITED

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

FOR THE YEAR ENDED 31 DECEMBER 2003

Loss for the financial year
Prior year adjustment

Total gains and losses recognised since last
financial statements

2003
£

(103,498)

(103,498)

_—

2002
£

(156 696)

113,882

(42,814)




MPSI SYSTEMS LIMITED

BALANCE SHEET

AS AT 31 DECEMBER 2003

Fixed assets
Tangible asseis

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: amounts failing due within

one year

Net current assets

Total assets less current liabilities

Capital and reserves
Called up share capital
Profit and loss account

Shareholders' funds

Notes

10
1

2003
£ £
299
706,319
273
706,592
(37,333)
669,259
669,558
4,061,973
(3,392,415)

669,558

2002
£ £
1,385
5,343
970,969
134
976,446
(204,775)
771,671
773,066
4,081,973
(3,288,917)
773,056

These financial statements have been prepared in accordance with the special provisions of Part VIl of the

Companies Act 1985 relating to small companies and with the Financial Reporting Standard for Smaller
Entities (effective June 2002).




MPSI SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

Accounting policies

Accounting convention

The financial statements are prepared under the historical cost convention and in accordance with the
Financial Reporting Standard for Smaller Entities (effective June 2002).

Turnover
Turnover represents amounts receivable for goods and services net of VAT and trade discounts.

Tangible fixed assets and depreciation

Tangible fixed assets are siated at cost less depreciation. Depreciation is provided at raies calculated to
write off the cost less estimated residual value of each asset over its expected useful life, as follows:

Plant and machinery 2 to S years

Stock and work in progress

Long term contract balances which are included in stocks are stated at net cost, less foreseeable losses
and payments on account.

Long term contracts

Amounts recoverable on long term contracts, which are included in debtors, are stated at the net sales
value of the work done after provision for contingencies and anticipated future losses on contracts, less

amounts received as progress paymenis on account. Excess progress payments are included in
creditors as payments on account.

Pensions

The pension costs charged in the financial statements represent the contributions payable by the
company during the year in accordance with the Financial Reperting Standard for Smaller Entities.

Foreign currency translation
Monetary assets and liabilities deneminated in foreign currencies are translated into sterling at the rates

of exchange ruling at the balance sheet date. Transactions in foreign currencies are recorded at the rate
ruling at the date of the transaction. All differences are taken to profit and loss account.

Turnover

In the year to 31 December 2003 79.00 % (2002 - 72.00 %) of the company's turnover was to markets
outside the United Kingdom,

Operating loss

2003 2002
£ £

Operating loss is stated after charging:
Depreciation of tangible assets 1,086 2,280
Auditors' remuneration 7,000 7,000




MPSI SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2003

4  Investment income 2003 2002
£ £
Loss on disposal of fixed asset investments - (12,488)
§ Taxation
Current tax charge - -
On the basis of these financial statements no provision has been made for corporation tax.
6 Tangible fixed assets
Plant and

machinery etc

£
Cost
At 1 January 2003 & at 31 December 2003 48,335
Depreciation
At 1 January 2003 48,950
Charge for the year 1,086
At 31 December 2003 48,036
Net book value
At 31 December 2003 299
At 31 December 2002 1,385
7  Debtors 2003 2002
£ £
Trade debtors 91,425 97,109
Amounts owed by group undertakings and undertakings in which the
company has a participating interest 609,954 830,042
Amounts recoverable on long term contracts - 35,486
Other debtors 4 940 7,332
706,319 970,969




MPSI SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2003

8

10

1"

Creditors: amounts falling due within one year

Bank loans and overdrafts

Trade creditors

Amounts owed to group undertakings and undertakings in which the
company has a participating interest

Taxation and social security

Payments received on account

Other creditors

Pension costs

2003 2002
£ £
9,578 10,912
1,447 26,906
. 146,759
6,694 8,024
- 4,214
19,614 7,960
37,333 204,775

The company operates a defined contribution pension scheme. The assets of the scheme are heid
separately from those of the company in an independently administered fund. The pension cost charge
represents contributions payable by the company to the fund and amounted to £12,736 (2002 - £12,659).
Contributions totalling £518 (2002 - £110} were payable to the fund at the year end and are included in

creditors.

Share capital

Authorised
10,000,000 Ordinary shares of £ 1 each

Allotted, called up and fully paid
4,061,973 Ordinary shares of £ 1 each

Statement of movements on profit and loss account

Balance at 1 January 2003
Retained loss for the year

Balance at 31 December 2003

2003
£

10,000,000

2002
£

10,000,000

4,061,973

4,061,973

Profit and
loss
account

£

(3,288,917)
(103,498)

(3,392,415)

—_—




. MPS] SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2003

12

13

14

15

16

17

Financial commitments

At 31 December 2003 the company had annual commitments under non-cancellable operating leases as
follows:

2003 2002
£ £

Expiry date:
Within one year - 1,638
Between two and five years 56,963 52,781
56,963 54 419

Capital commitments

There were no capital commitments at 31 December 2003 (2002 - £Nil).

Exceptional ltems

Included within administration expenses is a credit of £82, 740, which relates to the elimination of the
intercompany balance owed from MPS! Systems Limited to MPSI Systems GmbH,

Control

The ultimate parent company is MPSI| Systems Inc., a company which is incorporated in the USA,

MPSI Systems Inc. prepares group financial statements and copies can be obtained from - 4343 South,
118 East Avenue,Tulsa, Oklahoma 74146, USA.

Related party transactions

The company has taken advantage of the exemption in Financial Reporting Standard Number 8 from the

requirement to disclose transactions with group companies on the grounds that consclidated financial
statements are prepared by the ultimate parent company.

Fundamental uncertainty

These accounts have been prepared on a going concern basis. The suitability of this depends upon the
confinued financial support of the parent undertaking, MPS! Systems inc.

-10-




