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financial headlines

2002 2001 2000 1999

£m £m £m £m 1

2.3

Turnover 60.1 31.1 170 11.1 ;-j
Operating profit 13.1 5.8 3.1 1.1 8.9
101

Normalised profit before tax* 15.4 7.2 3.1 0.8 1213
Average monthly employees 430 252 162 81 g
18_19

20_2

. 2223

in the year ended 30 April 2002... 24 25
26_27

_continuing operations enjoyed turnover growth 28_29
of 93.1% to £60.1m et
_operating profit increased 128.3% to £13.1m, a margin 2’;‘;32
of 21.9% 3839
a0_an

_the net cash inflow from operating activities totalled £16.9m, 2.4

. . . . 44 45
representing an operating profit conversion of 128.6% 4647

_underlying earnings per share* for the year
increased 119.9% to 10.49 pence

*after adding back amortisation of goodwili and exceptional items
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chairman’s statement




Once again an outstanding
performance

This is iSOFT's second set

of annual accounts as a public
company and | am pleased

to report that we have built on
our strong performance last year
with outstanding results for the
year ended 30 April 2002,

The clarity of iSOFT's business
proposition allows us to set accurate
expectations for our shareholders,
customers and staff. Our sharehclders
expect strong growih in saies, profits
and cash generation. We have
delivered in each of these areas and
believe that our shareholders will

be pleased with all aspects of our
financial performance as set out

in these accounts.

Our sharehoiders have further
expectations that coincide with those
of our custorners and staff. Al our
stakeholders know iSOFT as an
innovative company that leads the
field in developing rnew information
systems that play a key part in
improving the delivery of healthcare
services 1o citizens in modern
economies.  am pleased to report
that we have continued to fund

an aggressive investment in the
development of our product portfolio,
The year ended 30 April 2002 has
seen the scope and content of our
application systems offerings advance
dramaticaily tc meet the needs of
modernising healthcare economies,
not least the United Kingdom,

Advancing our strategy

iSOFT is a pure health systems play.
Moreover, our focus as a suppiier

of software applications is towards
the major healthcare enterprises,
most notably hospital organisations.
We recognise that hospitals are
required increasingly to work as part
of a supply chain with other
healthcare agencies, Cur software
applications maintain comprehensive,
multi-media electronic records for
patients within the hospital.
Furthermore, our applications support
shared care defivered in conjunction
with general practitioners, cornmunity
care and social services. Through this
interoperabitity our applications
describe the processes and healthcare
events involved in the treatment

of critical and chronic diagnastic
conditions for citizens as individuals.
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Qur innovaticn in the use of new
and emerging technologies for
improving the management,
dynamics and dissemination of
information around the healthcare
delivery system, truly differentiates
the iSOFT business. We have grown
our software manufacturing capability
to over 100 personnel. In conjunction
with the support provided by our
software partners, Microsoft and
Oracie Corporation, this capacity
contirues to ensure that iSOFT is first
to market with software innovations
in support of government initiatives
generally, and our customers’
requirements in particular.

The comprehensive nature of our
software systems and the use of
the latest technologies creates for
our customers the most modern
turnkey applications. In the last year
we have worked hard to ensure that

our systems can be delivered as
application content either by cur
own organisation or through third
party service providers. We have
seen clear moves by governments

in all our markets to look for ways
of replacing legacy hospital systems
quickly in suppert of rapid
modernisation. Suppliers to healthcare
organisations are being encouraged
to specialise in ways that will allow
preferred system solutions to be
scaled-up quickly. At ISOFT we have
no doubt that we are primarily

an application content provider, and
whilst we offer ‘light touch’ managed
services, we have worked closely
during the year with service providers
like CSC and EDS, and expect

to collaborate mere with these and
other complementary organisations.
This approach has allowed us to
improve our strong margins and offers
the prospects of further progression.

The key to iSOFT's continuing
success has been our ability to win
new customers for our products

in competitive procurements.

The year ended 30 April 2002 has
been no exception, and we have
added new customers and scld our
new product offerings extensively

to existing customers. Cur strategy
is based on extending our customer
base both organically and through
acquisitions. The profile of our
acquisitions to date has typically
been organisations with strong
customer bases and outdated product
pertfolios into which we can trade
our cwn modern software offerings.

Acquisition of the health
systetns business of Northgate
Information Solutions plc

Since the 2002 year end the Group
has announced the proposed
£33.0m acquisition of the healthcare
systems business of Northgate
Information Solutions plg, subject
only to the approval of the vendor's
sharehelders. This acquisition provides
a significant increase to our hospital
systems market share in the United
Kingdom and brings with it 2 valuable
extensicn to our workforce in terms
of managernent, technicians and
impiementation staff. In the short
and medium term, we will refer
intensive managed service
commitments back to Northgate
Information Solutions plc in crder
to continue our focus on providing
additional application content and
‘light touch’ services tc the newiy
acquired customer base.

chairman’s statement
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At & tme when governments and
large scale service providers are
iooking to work ciosely with market
leading application vendors, this
acquisition will strengthen our appeal
as a business partner and give us
the prospect of greater returns from
our software application investment.

Our management, staff
and organisation

In the year ended 30 April 2002
we have continued our investment
in staff development to ensure that
we preduce the managers and
specialists required by our rapidly
growing business.

At iSOFT, we operate a highly
integrated business. Our structure
distinguishes between two
distribution units concerned with
Eurcpean and Asia Pacific operations,
and a software development unit.
This distinction allows our
management and staff to relate

to clear objectives by which they
can measure their Own success.
This structure also facilitates close
co-operation across the units

to ensure that our strategy and
plans are well fitted to the market
opportunities that exist and are
emerging. Above these operational
units is the Group function that
contains representatives from each
of the units to.ensure coherence
and optimisation in planning and
objective seteing.

We have been highly successfut

in growing cur staff ang many

of our senior management team
have grown-up inside the business.
Where appropriate, we have added
to this home grown talent with
discerning external recruitments

in the areas of new and emerging

technolegies and operating methods.

| am very proud of the progress
made by our staff and their
involvement in iISOFT's success.

The cbvious benefit of this progress
has been to create effective
successicn for all management
positicns and technelogy specialisms.
thereby eliminating the risk of over
dependency on key staff,

The Queen's Award
for Enterprise

The success of the iISOFT business
over the period since flotation has
been acknowledged by a number
of prestigicus business accolades,
We are particularly proud 1o have
been awarded a Queen’s Award for
Enterprise in the year 2002,

The award recognised our success
in growing our international trade
consistently and significantly. Our
achievement in this regard is a tribute
to the energy and commitment

of our staff and their creativity in
developing solutions that have true
international appeal.

In summary and conclusior, the
iISOFT business has proved its
proposition and its ability 10 repeat
success. We like our position in the
healthcare systems market space
and tock forward to building on the
strong cemmercial platform we
have created for the benefit of our
shareholders, customers and staff.

e §

Rogar Dickens - Ve Chairman
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Ancther year of success

The year ended 30 April 2002
has been one of further success
for the iSOFT business. Whilst
market conditions for technology
companies generally have been
difficult, iSOFT's exclusive focus
on the healthcare sector in those
countries involved in modemisation
of healthcare services has meant
that we have continued to grow
our business strongly.

The iSOFT business has shown more
than just defensive gualities from

an investor perspective in the past
year. We have strengthened our
position as the innovative supplier
of health infermation systems to
healthcare provider organisations

in owr target markets, through
continuing investment in our software
products, The evidence of this
progress has been expressed in terms
of strong organic growth in turnover
and profits.

Our turnover for the year ended

30 Aprit 2002 was £60.1m,
representing an overall growth rate
of 93.1% over the previous year,

of which 77.19 was organic.

This ability to seli more of our market
leading product range to new and
existing customers in competitive
procurement situations is continuing
proof of our proposition that focus
on being an application system
content provider in our market space
offers strong growth prospects for
our investors.

Further proof is the growth in
profitability and margins. The year
ended 30 April 2002 saw operating
profit rise tc £13.1m, representing
growth from the previous year

of 128.3%, and saw margin
improvement to 21.9%.

Continuing the proposition

Beyond our outstanding results,
there is growing evidence that
governments are looking to the
supplier community to specialise
increasingly in order to allow the
modernisation initiatives reliant

on better information flow to be
implermented more quickly. A number
of our traditional healthcare systems
competitors have moved out of the
application content space to
concentrate on application service
provision in response to this trend.

23
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The opportunities for iSOFT to
partner with service providers have
increased as a consequence. ISOFT's
strategy and differentiation has
been based on concentrating on
appiication content development,
and this has positioned us well over
the last year. This is likely to continue
as governments encourage suppliers
to work in partnership and concentrate
on their respective strengths.

The main issue influencing
government thinking is the need
to scale-up information systems
solutions 1o support improved
healthcare delivery in the
short/medium term to meet the
growing expectations of citizens.

iSOFT has worked innovatively

and consistently since its flotation

in july 2000 on ensuring that our
applications can be used as cantent
for those organisations that are able
to offer scaled-up application services.
This has given us a teadership position
among those companies specialising
in software product devetopment

to the heaithcare sector.

The majority of our turnover and
profit in the year ended 30 April
2002 was attributable o direct
provision of application systems and
tightly coupled services, under

a traditional turnkey system maodel.
However, we also saw the first
significant examples of iSOFT
supplying application content to
service organisations for information
system delivery to customers under
Application Service Provider (ASP)
arrangements. We expect this
approach to become more comimon
over the next few years. This presents
prospects for iSOFT to continue to
strengthen its margins. As its own
services specialise around scftware,
the costs of sale and delivery are
consequently reduced.

Product development in a
changing environment

Over the past year, iSOFT has
continued to invest heavily in the
development of its market lgading
product portfolio. Approximatety
£5.3m was reinvested in product
development in the last year,
continuing the growing trend in
absolute terms since flotation.

We have concentrated our
davelopment in three areas. Firstly,
we have released new versions of
our successful ISOFT2000 product
to deliver high perfcrmance,
comprehensive electronic patient
record functionality for hospital
organisations. Seconcly, we have
worked on functionality to allow
interoperability and infermation
exchange between hospitals and
other heaithcare agencies to support
shared care. Lastly, and most
excitingly, we have made significant
investments in designing schemas
for the electronic health record for
direct citizen access, building on
goverrnment initiatives in the areas
of e-booking and e-prescribing.

As part of this initiative, we have
worked with application service
providers, broadcasters and device
technology companies to look at
oppertunities for extending
informaticn reach to the citizen

as a consumer of healthcare services,
We expect access to healthcare
services to be delivered in due course
via digital interactive television and
the new generation of smart
telephones. iSOFT intends to be

a leader in making its information
accessible to the citizen via new and
emerging device technologies,
thereby continuing its proposition
as a leading application content
provider in an increasingly
connected world.

chief executive’s report

continued...




Qur customers and staff

In our Arinual Report last year,

we expressed our commitment

to ensure that our services to
customers were improved in terms
of resporisiveness as the challenges
for information production and
dissemnination intensify. We have
enhanced our IASSIST on-line
customer support services to
automate issue logging. IASSIST not
only allows our customers to log
issues directly through iSOFT’s web
site, but also integrates with the
self-logging functionality built into
our applications in the event

of a system fauilt.

We continue to maintain an effective
dialogue with our customers through
user groups as well as focus groups,
working on our product develepment
agenda. We attach great value to
our Customers’ views on our service
performarnice and their on-the-ground
pricrities for systems development.
The year ended 30 April 2002 has
been a constructive one in a time
of great change and we have made
geod progress in further developing
our working relationships

with customers,

The key to satisfying our customers
is close collaborative working.

The credibility and the guality of
ISOFT staff is paramount in this
process. We have invested significantly
in a staff development programme
across our business tc give our
personnel, at all levels, the opportunity
to enhance their skiils. The growth
of our business requires the
development of competencies both
in breadth and depth, and our
investrnent over the past year has
been towards ensuring that iSOFT

is not inhibited from progressing
because of skill gaps or our ability
to broaden our management base.
Personally, | am extremely grateful
to our staff for their commitment,
particularly over the last year, in
ensuring that the iSOFT enterprise
has continued to take advantage

of the opportunities to be innovative
and supportive of our customers,

as they respond to the challenges
of reform and modernisation.

The outlook

Government commitment to
modernisation of healthcare services
is highly visible in all our target
markets. We will retain a strong
focus on the United Kingdom, Irish,
Scandinavian and Australasian
markets as they progress their highly
visible investments in information
systerms to support the development
of citizen-oriented electronic health
records. As the public funded
healthcare economies iead in the
need to reform, the insurance and
reimburserment-based funded nations
will follow in due course, and we
will track the buying propensities

in other markets and be ready

to enter at the appropriate time.

Given the leading edge position

of our application systerns, we remain
very confident. that iISOFT can continue
its growth as a specialist supplier to
the healthcare industry. The outiook
remains extremely favourable for our
clearly differentiated proposition,

?Ml’ wede

Patrick Cryne - Chief Executive
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Continuing market successes

The year ended 30 April 2002
saw continuing success for iISOFT
in procurements for major hospital
system replacements and
enhancements in all our target
markets. The United Kingdom,
Ireland and Australia were
particularly active markets in
terms of buying activity and | am
pleased to record major market
share advances for our business
in each of these territories.

In the United Kingdom, we were
successful in selling electronic patient
record systems to 14 NHS Trusts

in support of their progress towards
meeting the targets set in the
government'’s Information for Health
strategy. We also won significant
new contracts for pathclogy system
replacements, most notably the

Path Links project to supply madern
pathclogy systems across Lincolnshire.
The end of the year saw iSOFT systems
instatled in over 65% of NHS
Hospital Trusts in the United Kingdom.

The Irish Government also published
its information systems strategy for
the public hospital sector entitied
Quality and Faimess. As with the
United Kingdom's information fos
Health, a central feature of Quality
and Fairness is an acknowledged
need to modernise informaticn
systerns acress the hospital enterprise,
In anticipation of the strategy’s
publication, a large number of
procurements were commenced
during the year aimed at introducing
new electronic patient record systems
and modernising pathology services.
Again i can report several new
business wins in both of these areas.
Our progress irt the pathology market
space was particularly remarkable,
with ISOFT systems being selected

in 3 Irish Health Boards. iSOFT now
has an unassailable market shase
position with more than 70%

of Health Boards/Health Authorities
now LSing or planning to install our
pathology system products.

Entering the year, iSOFT was already
the major market player in the
Australian hospital systems space
with a market share of over 60%.
We have continued to make progress
during the year with the roll-out of
the multi campus version of our
ISOFTZ000 electronic patient records
systermn across the state of New
South Wales. This version aliows our
ISQFT2000 product to be delivered
as application content to all hospitals
within the state. We have also sold
enterprise wide systems to 6 hospitals
in other states.
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Although the greatest visibility

in hospital system procurements

is in the public sector, there has also
been significant new business activity
in private sectar hospitals as they
seek to maintain a brand differential.
iSOFT is unigue in its ability to offer
its systems with equal success

in both public and private hospital
procurements, We are the leading
supplier to the private sector in the
United Kingdom and Ireland, and
we are close to achieving this
position in the Australian market.

The number of outstanding
procurements in each of our target
markets is at an ail time high in ail
of our preferred territories and iSOFT
is well positioned in the majority

of these. This augurs very well for
our business in the coming year.

Customer delivery

We have worked hard over the year
to improve our methodologies for
implementing and supporting cur
applications. Our objective is to enrich
the value to our customers of waorking
with cur applications for the benefit
of healthcare practitioners and their
patients. We recognise that
governements in all the modernising
healthcare economies are looking
to make rapid progress and are
encouraging close co-operation
between service organisations and
applicaiion content companies
towards this end.

tn the year ended 30 April 2002,
we have done much to simplify and
automate the implementation
processes involved in making our
applications available to hospital
organisaticns. We are now
comfortable in allowing third party
service providers tc offer our
applications 1o their managed service
customers. In the year, we provided
our applications to CSC and EDS for
impiementation in selected customer
situations. This approach strengthens
our margins and allows the user base
for our applications to be extended
maore rapicly and without constraints
on iSOFT’s own service resources.

Using the normal metrics by which
we judge our support perfarmance
to our customers, the year ended
30 April 2002 was a very successful
one for ISOFT. In terms of response
times, reliability and system
availability, we are operating at the
highest levels of performance in the
history of our business. | believe that
we can now claim to be operating
above the industry norms for our
market sector. This is evidenced nct
only in statistica! metrics produced
by our iASSIST service, but also

in the referenceability of our
applications in customer settings.
Being an early adopter of new
technologies in our applications
gives us the cpportunity to continue
1o improve services in the future,
but | am particularly pleased by the
progress made during this year.

chief operating officer’s report
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Human resources

In all operaticnal areas our staff have
performed well. This year has seen
the successful integration of the
sales, implementation and customer
services functions from the businesses
we acquired in 2001, as well as the
establishment of a single product
management function operating
across the Group. We have an
informed sales force, experienced

in the issues of reform and
knowledgeable about our products
and their technology platforms,

Qur project management and
irmplementation personne! are among
the best in the industry and are able
to provide feedback from customer
installations that direct product
enhancemenits for continuing user
satisfaction. In customer support
services, the successfu! introduction
of iIASSIST across the breadth of our
customer base allows our staff

to focus their energies according

to the real priorities of our customers.
The quality of our dialogue with
customers has improved as a
consequence.

Over the year our werkforce has
increased to 472 employees.

Staff turnover has fallen to 13%
which bears favourabie comparison
with our peers. We are seen generally
within the industry as a good
employer, offering interesting work
roles and incentives that encourage
innovation, entrepreneurship and
commercialism.

Qur progress in the year is continuing
testimony to the strength of our
proposition and our abiiity to execute.
| see no immediate barriers to the
continuation of our operational
success.

Code

Steve Graham - Chief Operating Officer
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Trading results

In the year ended 30 April 2002
the Group delivered a profit
before tax of £12.2m on turnover
of £60.1m, a profit margin of
20.3%. This represented an
increase in profit of 129.3%
compared to the prior year.
Adding back the £3.3m
amortisation charge for the year,
normalised profit before tax
totalled £15.4m, a profit margin
of 25.7%.

The progressive kmprovement

in profitability continues to be driven
by the sale of established software
applications into poth existing and
new customer situations. Our market
share has increased through the
accumutation of new business wins
and the strategic acquisition of
customer base. Continuing operations
enjoyed underlying organic growth
in turnover of 77.1%.

Cash flow

The guality of the Group's trading
result and its underlying capacity for
cash generation was tlearly evidenced
in the year with a net cash inflow
from operations of £16.9m.

This represents an operating profit
conversion of 128.6%. Adding back
the amortisation charge for the year
to operating profit, this represents

a conversion of 103.0%.

Acquisitions

The Group continues to participate
in the rationalisation of the supplier
side of the healthcare systems rmarket.
The primary objective of this
acquiisition strategy is to grow further
our existing strong market presence,

On 29 May 2001, the Group
acquired the entire issued share
capital of Eclipsys Limited and
Eclipsys Pty Limited for a cash
consideration, exciuding acquisition
costs, of £6.1m. Goodwill included
in the consolidated balance sheet
in respect of this acquisition

was £6.8m.

On 21 December 2007, the Group
acquired the entire issued share
capital of Paramedical Pty Limited
for an initial cash consideration

of £1. A further £0.3m of deferred
consideration is estimated to be
payable in cash upon satisfaction
of certain performance criteria over
the period to 3 December 2003.
Goodwill included in the consolidated
balance sheet in respect of this
acquisition was £0.5m.
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Since the year end, the Group has
announced the proposed acquisition
of the heaithcare sysiems business
assets of Northgate Information
Solutions plc. Comptetion of the
acquisition is subject only to the
approval of the vendor’s sharehotders.
Upon satisfaction of this condition,
& cash consideration of £33.0m will
be paid. it is proposed that this
acquisition will be funded by a new
term foan debt facility.

Interest

The net interest payable in the year
of £1.0m related principally to the
acquisition debt funding cutstanding
during the year. At the balance sheet
date £17.6m of acquisition debt
remained outstanding.

Taxation

The effective tax rate for the year
of 25.4% was due primarily to the
utilisatiors of the brought forward
trading losses acquired with ACT
Medisys Limited. The impact of the
utilisatior of these tosses was such
that it offset the underlying increase
in the effective tax rate due to the
gaodwilt amortisation charge that
is not a deductible expense for the
determination of taxable profits.

Earnings per share

Basic and diluted earnings per share
were affected by the new shares
issued during the year. Basic eamings
per share were 7.69 pence and
diluted earnings per share calculated
in accordance with FRS14 were

7.61 pence. Underlying earnings per
share, representing basic earnings
per share before amortisation of
goodwill and exceptional iterns,
increased by 119.9% toc 10.49
pence per share.

Dividends

The directors have declared a final
dividend of 0.80 pence per share,
Combined with the interim dividend
of 0.40 pence per share, this gives
4 total dividend payment for the
year of 1,20 pence per share.

The final dividend will be paid

on 31 July 2002 to shareholders

on the register on 28 June 2002.

Balance sheet

The net asset position of the Group
has increased by 74.8% over the
year to £48.7m. The net increase
in intangible fixed assets relates to
the goodwill from acquisitions less
the amortisation charge in the year.

group finance director’s report
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Movements in tangible fixed assets,
current assets and current liabilities
relate primarily to the trading
performance of the business during
the year. The net current assets

of £9.1m includes £8.4m of deferred
income held at the balance sheet
date. Adjusting for this deferral, the
underlying net current asset position
totalled £17.4m. The net effect

on equity sharehoiders’ funds of the
new ordinary shares issued during
the year was £13.1m.

Funding

The generaticn of cash from
operations remains & central chjective
for the Group. Cash balances at the
end of the year totalled £23.7m,

up from £9.9m last year, At the
balance sheet date the Group had
an unutilised overdraft facility £6m.
Cash deposits are maraged

to maximise interest recefpts whtlst
maintaining sufficient flexibility.
Exposure to foreign exchange
fluctuations is monitored on arn
ongoing basis. At the balance sheet
date there was no material exposure
to foreign exchange risk. The shares
isstiied during the year raised nst
cash of £13.1m for the Group,
being £13.4m less associated
expenses. The net cash raised added
further strength to the balarice
sheet, providing additional resources
1O support organic growth and
funding for strategic¢ acquisftions.

4&;.-@%..\___‘_

Tim Whiston - Group Finance Director
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Principal activities

The Group is a software products
business, licensing proven
application software to healthcare
enterprises from an established
product portfolio. It also provides
installation, system configuration,
training and customer support
services in respect of its products.

Business review and future
developments

The Group will continue to enjoy
growth far the foreseeable future,
The Chairman’s statement on page
4, the Chief Executive's report

on page 8, the Chief Operating
Officer’s report on page 12 and the
Greup Finance Director's report

on page 16 provide further details
of the business during the year and
of future developments.

Results and dividends

The results of the Group are set out
in the consclidated profit and loss
account on page 35. The directors
recommend the payment of a final
dividend of £942k to the hoiders

of the ordinary shares, which together
with the interim dividend of £471k,
gives a total equity dividend
payment for the year of £1,413k.
After payment of dividends, the
retained profit for the financial year
was £7,581k.

Directors

Details of the directors of the
Company serving at the balance
sheet date are set out as follows:

Roger Dickens (54),

Executive Chairman, was appointed
10 the Board of iSOFT Group plc on
28 April 1959. He is currently non-
executive Chairman of West
Bromwich Building Society and a
non-expcutive director of Carillion plc.

Patrick Cryne (57),

Chief Executive, was appointed
to the Board of iSOFT Group pic
on 28 Aprit 1999.

Steve Graham (38),

Chief Operating Officer, was
appointed to the Board of iISOFT
Greup plc on 28 April 1298,

Tim Whiston (34),

Group Finance Director, was
appointed to the Board of {SOFT
Group plc on 14 April 2000 and has
acted as Company Secretary since
that date.

Graeme Wilson (38),

Asia Pacific Chief Executive, was
appeinted to the Board of iSOFT
Group pic on 16 luly 2001.

Dighy Jones (46),

Senior non-executive director*, was
appointed to the Board on 19 May
2000. He is Director General of the
Confederation of British Industry
(CBI) and a director of Business

in the Community.

Eurfyl ap Gwilym {57},
Non-executive director*, was
appointed to the Board on 19 May
20C0. He is a director of Principatity
Building Society and was formerly

a director of Terence Chapman
Group pic.

Geoff White (49),

Non-executive director™, was
appointed to the Beard on 19 May
2000. He is Chairman of Tekdata
Group Limited and was formerly
Chief Exgcutive of Pressac pic.
*Members of the Group's Audit Commitiee

angd Appointments and Rernuneration
Committeg.
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The Beard ccnsiders that the nen-
executive directors were independent
throughout the year and that they
remain independent at the date

of this report.

All directors are subject to election
by the shareholders at the first
opportunity after their appointment,
and 1o re-election thereafter at
intervals of no more than three years.
In accordance with this, the directors
retiring by rotation are Tim Whiston,
Graeme Wilson and Eurfyt ap Gwilym,
who being eligible offer themseives
for re-election at the Annual
General Meeting.

Donations

No charitable or political gonations
were made during the year.

Social, Environmental and
Ethical matters ('SSE') statement

The Group's primary cbjective

is to maximise the returns for its
shareholders. The directors believe
however, that it is aiso pessible

to devefop a business framework
that encompasses a broader rangz
of considerations inciuding social,

environmental and ethical issues,
without necessarily compromising
this primary objective. Indeed it is
believed that operating in an
environmentally and sociaily
sustainable manner provides a stronger
basis for future development of the
business operations, financial
performance, protection of reputation
and market valuation. As an
international business with cverseas
operations to which domestic
benchmarks are not always
appropriate, the Group aims to,

as a minimum, operate in accordance
with local best practice. n recognition
of these matters the Group has
developed specific policies and codes
of practice in relation to employrnent
and environmental practices,

Employees

During the year the Group continued
to communicate and consuit with
employees using a variety of
traditional and new media channels.
Priority is given to ensuring that
emplcyees are aware of significant
matters refating to the Group’s
trading performance and
organisational changes. The directors
recognise the importance of individual
employee contributions in delivering
the Group's successful performance
to date. They further recognise that
sustaining the Group's competitive
advantage over the longer term

is dependent on employees reatising
their full potential.

It is Group practice, therefore,

to ensure that personal development,
reward and promotion is determined
with direct reference to ability.
commitmerit and individual
achievement. Disabled individuals
are afforded the same opportunities
as others, and the Group actively
supports the employment of disabied
persons both during the recruitment
process and in the retention of
employees who become disabled
whilst in the employment of

the Group.

The Group is an equal opportunities
employer and has established
policies to promote an employmerit
environment that is free from
discrimination, harassment and
victimisation. Management seek

to ensure that no empioyee,

or applicant, is treated less favourably
on the grounds of gender, maritai
status, race, colour, disability or
sexual orferttation or is disadvantaged
by conditions or reguirements that
cannot chjectively be justified.

A significant number of employees
have shareholding interests in the
Company either directly or under
share option schemes. The directors
actively encourage this level of
employee participation, subject
always to the Group's empioyee
share dealing code rules, and are
proposing to introduce a new share
save scherme in the coming year.
Details of the current employee
share option schemes and the options
granted during the year are provided
in Note 23 on page 57.

Employees are typically educated

to degree standard and, as a
Microsoft Certified Solution Provider
Partner, iSOFT actively promotes
Microsoft accreditation for staff
engaged in the development and
support of the software product
portfolio. The directors are proud

cf the Group’s record in respeact

of staff retention ang development.

report of the directors
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Environmental matters

The Group recognises the importance
of environmental responsibility and
as such has developed an '
environmental policy to raise
awareness, establish standards, assess
the impact of its business activities
on the environment, set improvement
objectives and monitor performanice
against these objectives.

Recent examptes of the Group's
commitment to this policy are
as follows:

_re-cycling of IT hardware
down through the organisation
structure, with redundant
equipment ultimately disposed
of in an environmentally
friendly manner fully compliant
with current legislation

_re-cycling of office waste

Bncouraging remote working
to reduce the environmental
burcen of commuting and
business travel, employing
technclogy soiutions such
as direct electroni¢ information
processing and exchange and
teleconferencing

The responsitiiity for maintaining
and enforcing the policy resides

at Board level. A copy of the current
environmentaj policy is available

on the Company website.

" Research and development

The Group has a continuing
commitment to a significant level
of product development investment.
During the year development
investment totalled £5.3m,
representing 8.8% of turnover,

all of which has been charged

to profits. This expenditure ensured
that the products benefit from the
latest technologies and continue

10 address the curent and emerging
customer business needs, thus
protecting the market position of the
product offering and the potential
for future reverue generation.

Payments of creditors

Whilst the Group does not follow

. any specific external code or standard

on payment practice, the policy for
al suppliers, is to fix terms of
payment when agreeing the terms
of each business transaction, 1o
ensure that the supplier is aware
of those terms, and 10 abide by
those agreed terms. At 30 Apiil
2002 the number of days of trade
creditors for the Company was 67.

Share capital

Fuli details of changes in share
capital in the year are shown
in Note 22 on page 56.

Cther than the directors, the
Company has been notified of the
foliowing interests in more than 3%
of the issued share capital of the
Company at the date of this report:

% holding
_Lioyds TSB Group 3.0
_Healthnet 3.02
_Shell Pensicn Fund 3.33

Annual General Meeting

The Annual General Meeting will
be held at the Company's registered
office in Manchester, starting at
10.30am or: Tuesday 16 July 2002.
The resolutions to be proposed at
the Annual General Meeting,
together with explanatory notes,
appear in the separate Notice of
Annual General Meeting sent to all
shareholders. The proxy card for
registered shareholders is distributed
with the Annuat Report and Accounts.

Auditors

RSM Robson Rhodes are willing

to continue in office as company
auditor and a resclution to reappoint
them will be propesed at the
Annual General Meeting.

Approval

The Report of the Directors was
approved by the Board on

18 June 2002 and signed on its
behalf by:

Tim Whiston - Group Finante Director

and Company Secretary
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The Board is committed

to high standards of Corporate
Governance, This siatement
describes how the principles
set out in Section 1 of the
Combined Code, as annexed to
the Financial Service Authority's
Listing Rules, are applied in
practice by the Group.

Directors

The Group is controlled by the
Board of Directors which, at

30 April 2002, comprised the
Executive Chairman, the Chief
Executive, three further executive
directors and three experienced and
independent non-executive directors,
The Board has named Digby Jones
as the senior non-executive director.
Summary biographies of the directors
are set out on page 21.

In addition to ongoing day tc day
operational dealings, the directors
meet formally on a reguiar basis

to monitor financial performance,
current trading and future prospects,
to evajuate merger and acquisition
opportunities, 1o review strategy
and policy and to consider a schedule
of any other matters specifically
reserved for Board decision.

The directors have implemented
appropriate reporting procedures

to ensure that they are supplied
with timely, accurate and
comprehensive information 1o enable
the Board to discharge its duties in
full. The Board is responsible for the
Group’s internal systems for corporate
governance, risk managemsent,
quality and contro!, together with

consideration of social, environmentat

and ethical matters.

All directors have access to seek
independent advice, at the Group's
expense, if considered necessary for
the proper performance cf their
duties. The directors also have access
to the Company Secretary for his
advice and service. The Board
includes individuals with marny years
relevant experience,

Board commiitees

The Audit Committee, chaired

by Eurfyl ap Gwilym and comprising
Digby Jones and Geoff White, meets
at least twice a year to make
recommendations on the
appeintment of externat auditors
and the leve! of audit fee, to review
the Interim Report and the Annuai
Report and Accounts of the Group
pricr to them gaining Board approval,
to consider the Group's internal
controls and te review the Group’s
statement on going concerr.

The external auditors are entitied,
and the Group Finance Director is
invited, 1o attend where appropriate.
The Audit Comrmittee has the
discretionary power {0 invite others
to attend as necessary.
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The Appointments and Remuneration
Committee, chaired by Geoff White
and comprising Digby Jones and
Eurfyt ap Gwilym, meets at least
once a year. The committee is
responsible for recommendations

to the Board on remuneration,
benefits and terms of employment,
including any performance retated
bonuses and share option schemes
for executive directors and other
senicr members of staff, Further
details of the executive remuneration
policy are set out on page 28,

The appoirtment of executive and
nen-executive directers is a formal
process involving all members

of the Board.

investor relations

The Board has a poticy of providing
any reasonably requested historical
information and expianaticns to
shareholders on request. Institutional
shareholders are invited to meet
representatives of the Board at least
twice a year, shortly after publication
of the interim and annual results.

All shareholders are sent a copy of
the Interim Repert and the Annual
Report and Accounts.

Directors’ responsibilities

Company law in the United Kingdom
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 the Group and of the profit of
the Group for the year. In preparing
these financial statements, the
directors have:

_selected suitable accounting
policies and applied them
consistently

_made judgements and estimates
that are reasonable and prudent

_followed applicable United
Kingdom accounting standards

_prepared the financial
statements on the going
concert basis

The directors are responsible for
keeping proper accounting records
which disclose, with reasonable
accuracy at any time, the financial
position of the Company and
enable them to ensure that the
financial statements comply with
the Companies Act 1985. They are
also responsible for safeguarding
the assets of the Company and
hence for taking reasonable steps
for the prevention and detection
of fraud and cther irreguiarities.

The directors are responsitle for
ensuring that the Report of the
Directors and other information
included in the Annual Report and
Accounts is prepared in accordance
with company law in the United
Kingdom. They are also responsibie
for ensuring the Annual Report and
Accounts includes information
reguired by the Listing Rules of the
financial Services Authority.

The Annual Repeort and Accounts
are available on the Company's
website. The maintenance and
integrity of the Company's website
is the responsibility of the directors;
the work carried out by the auditors
does not invelve consideration of
these matters and, accordingly, the
auditors accept no responsibility for
any changes that may have occurred
to the information contained in the
Apnnuail Report and Accounts since
they were initially presented on the
website. The legislation in the
United Kingdom governing the
preparation and dissemination

of the Annual Report and Accounts
and other information included

in Annual Reports may differ from
legistation in ather jurisdictions.

corporate governance

continued...




Internal control and financial
reporting

The Board retains full responsibility
for the Group's system of internal
controls and for reviewing its
effectiveniess. However, such & system
is designed to manage rather than
eliminate the risk of failure to achieve
business cbjectives, and can
therefare provide only reasonable
not absclute assurance against
material misstatement or loss.

I accordance with the Combined
Code the directors continually
review the effectiveness of the
Group's system of internal controls,
incluging financial, operational,
compliance and risk management,

Key elements of the Group's
financial controls are:

_annual planning and budgeting,
with re-forecasting in light of
aciual trading results performed
on a monthly basis throughout
the year

_comprehensive financial analysis
and commentary for the Board
for formal review, including
trading performance, cash and
working capital reports with
comparisons against budget
and forecast

_maintenance of an appropriately
sized, experienced, finance
function which monitors the
financial performance of all
operational areas of the Group
on an ongoing basis

_procedures for ensuring that
appropriate authority is given
to commit the Group to both
revenue and capital spend

_an appropriate crganisational
structure, with well defined and
clearly understood responsibilities,
and delegation of authority

The Group does not operate an
internal audit function. The Board
considers this to be appropriate
given the size of the Group, and the
close invalvernent of directors and
senior management in day-to-day
operations. Any future requirement
for an internal audit function will,
however, be reviewed on an ongoing
basis as the Group develops.

Compliance with the
Combined Code

The directors believe that the
Company has complied with all
material requirements of the
Combined Cede throughout
the year.

Going concern

After making appropriate enquiries,
the directors consider that the Group
has adequate resources 1o continue
in operational existence for the
foreseeable future. Consequently,
they adopt the going concern basis
in prepanng the financial statements.
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Remuneration policy

The Board is responsible

for determining the Group's
remuneration policy.

The Appointments and
Remuneration Committee makes
recommendations to the Board
to ensure that the remuneration
offered is competitive and that
it is effective in attracting,
retaining and motivating
executive directors and other
senior management of the
appropriate calibre.

The recommended remuneration
packages make reference to a peer
group of similar companies, taking
inte account relative performance,
size and compiexity. The Committee
is also authorised to seek the advice
of independent professional
consultants. The Board accepted all
recommendations made by the
Committee during the year.

Remuneration packages of the
exeCutive directors are reviewed
annually to ensure that they remain
supportive of the Group's business
objectives, principally the creation
of shareholder value. To this end the
packages are strongly weighted
towards prospective business
performance, with a high propertion
of variable performance-related
compensation in comparison with
fixed basic salary,

The remuneration of non-executive
directors is determined by the
Board with regard to market
comparatives. The Board has the
power to pay additional remuneration
for any services outside the scope
of the ordinary duties of a non-
exetutive director,

Basic salary and other benefits

The remuneration of executive
directors comprises basic annual
salary, private health insurance, life
assurance, the performance related
bonus and the oppenunity to
participate in the Group's share
option schemes. The executive
directors are not entitled to receive
any pension contribugions.

Performance related bonus

The Group provides for performance
related bonuses for executive
directors. Bonuses are payable

at the discretion of the Appointments
and Remuneration Cemmittee
based on the Group'’s financial
performance and the individual
executive’s contribution to that
performance. The financial
perforrmance targets are set with
reference to, amongst other things,
the analysts’ forecast earnings figures
with an amount equal to 40% of
basic salary payable on meeting
these market expectations. Combined
with the individual objective element
of bonus, the maximum performance
related bonus ever pavable is 300%
of basic salary, with such an award
requiring deiivery of a truly
outstanding performance.

Equity participation

The Group believes that share
ownership by executive directors,
managers and employees can
strengthen the link between their
personal interests and those of the
other shareholders. The Group
Operates an approved and two
unapproved share option schemes.
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Share option schemes

To date, Tim Whiston has
participated i the Group share
optiocn schemes. No cther director
has received share options under
these schemes. The Appcintments
and Remuneration Committee has
granted share options under the
schemes to seniof executives and
staff. Such grants are subject

to appropriate performance of the
Company and the individual.

For share options granted prior

to 4 December 2001, the Company
performance target refererces the
percentage by which total
shareholder return exceeds the
growth in the retail price index over
the three year period from the date
of grant of the opticn. In the case
of these options granted, the
performance condition is such that:

_25% of options may be exercised
if the total shareholder return
over the period exceeds the
growth in the retail price index
by 20%

_50% of options may be exercised
if the total sharehelder return
over the period exceeds the
growth in the retail price index
by 35%

_100% of options may be exercised
if the total sharehoider return
over the period exceeds the
growth in the retail price index
by 50%

For share options granted after

4 December 2001, the Company
performance target references the
percentage by which normalised
profit before tax growth exceeds
the growth in the retail price index
over the three year period from the
date of grant of the option. In this
case, the performance condition

is such that:

_50% of opticns may be exercised
if normalised profit before tax
growth exceeds the growth
in the retail price index hy 10%

_100% of options may be exercised
if normalised profit before tax
growth exceeds the growth
inn the retail price index by 20%

Where the performance target
growth falls between the percentage
ievels specified above, the proportion
of options that may be exercised
will be calculated on a straight line
basis. Where the relative growth
percentage is less than the minimum
growth level specified above,

all of the options tapse and cease

to be exercisable.

The schemes are designed to provide
long-term incentives 1o recipients,
thus assisting in the creation and
sustaining of shareholder value.

Pensions

The Group does not pay pension
contributions on behalf of the
executive directors.

Service contracts

All executive directors have
agreements that can be terminated
by the Group on twelve months
notice. The Appointments and
Remuneration Commitiee are
mindful of the need to consider
compensation commitments, if any,
that are appropriate in the event of
the early termination of executive
directors’ contracts, bearing in mind
the Group's legal obligations and
the individual's ability to mitigate
their loss.

The consent of the Board is required
for any external appointments where
it may give rise to a conflict of
interest. Where an appointment is
accepted, it must be undertaken in
the directers’ own time, The director
is, therefore, in these circumstarices
permitted to retain any remuneration
earned from the appaintment.

The Company’s articles of association
specify that a number equal to not
less than cne third of the directors
must retire by rotation at every
general meeting. Retiring directors
are selected, in the first instance,

as those directors who want to retire
and do not wish to be re-elected,
with the balance made up from
those who have been directors for
the longest period since elected

or fast reappointed.

remuneration report
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Directors’ remuneration

Directors’ remuneration for the year ended 30 April 2002 was as follows:

Basic salary/fees Benefits Performance Total 2002 Total 2001
related bonus

£000 £'000 £°000 £'000 £000

Roger Dickens 210 1 624 835 372
Patrick Cryne 229 1 720 950 40%
Steve Graham 198 1 624 B23 352
Tim Whiston 154 1 585 740 248
Graeme Wilson 71 - 114 185 -
Digby Jones 25 - - 25 25
Geoff White 25 - - 25 25
Eurfyl ap Gwilym 25 - - 25 25

Directors’ share interests

The heneficial share interests in the ordinary share capital of the Company of those persans who were directars
at the period end, were as follows:

Ordinary % issued Ordinary % issued
shares at capital shares at capital
1 May 2001* 30 April 2002

Roger Dickens 12,450.000 11.10 10,925,000 9.28
Patrick Cryne 19,277.000 17.19 16,900,000 14.36
Steve Graham 12,000,000 10.70 9,850,000 8.45
Tim Whiston 352,488 0.31 352,488 0.30
Graeme Wilson 1,065,0C0 0.90 1,065,000 0.90
Digby Jones 45,454 - 25,600 -
Geoff White 45,454 - 45,454 .
Eurfyl ap Gwilym 45454 - 45,454 -

*or date of appointment if later

Beneficial holdings include the directors’ personal holdings and those of their spouse and minor children as well
as holdings in family trusts of which the directors’ spouse or their miner children are beneficiaries or potential
beneficiaries. At 3C April 2002 Patrick Cryne had 450,000 of such holdings included in the totals shown above.

In addition to the directors' share interests noted above, the following share options have been granted:

Exercise At Granted At Date from Expiry date

price {pence) 1 May 2001 during the year 30 April 2002 which exercisable
Tim Whiston 110 101,000 - 101,000 17 Jul 2003 10 Jul 2010
Tim Whiston 174 250,000 - 250,000 20 Dec 2003 19 Dec 2010
Tim Whiston 249 - 850,000 850,000 22 Jun 2004 21 Jun 2011

No share options were exercised by directors during the vear.

The market mid price of the Company's shares at 1 May 2007 and 30 Aprij 2002 was 234.0 pence and
286.0 pence respectively. The range during the financial year was between 195.0 pence and 331.0 pence.

There have been nod changes in the above interests between the 30 April 2002 and 18 June 2002.

Shareholder approval

A resolution has been tabled inviting the Annual General Meeting to approve the remungration policy.
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independent auditors’ report to the shareholders of iSOFT Group pic

two-thousand and twe

We have audited the financial statements on pages 35 to 59.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the Annual Report and the financial statements in accordance with
applicable law and United Kingdom Accounting Standards are set out in the Statement of Directors’ Respensibiiities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements,
United Kingdorm Auditing Standards and the Listing Rules of the Financial Services Authority. We report tc 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 opinicn, the Report of the Directors is not consistent
with the financiai statements, if the Company has not kept proper accounting records, if we have not received all
the information and expianations we require for our augit, or if information specified by law or the Listing Rules
regarding directors’ remuneration and transactions with the Company and other members of the Group is nat disclosed.

We review whether the Corporate Governance Statement refiects 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 conitrols or form

an opinion on the effectiveness of the Group’s corperate governance procedures or its risk and control procedures.

We read the information contained in the Annual Report 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. Our responsibilities do not extend to any information
outside the Annual Report.

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 refevant to the amounts and disclosures in the
financial statements. it alsc includes an assessment of the significant estimates and judgements made by the directors
in the preparation of the financia! statements, and of whether the accounting policies are appropriate to the
Company’s circumstances, consistently applied and adequately disclosed.

We planned and performed cur audit $0 as to obtain all the information and explanations which we considered
necessary in order 10 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 30 April 2002 and of the Group’s profit for the year then ended and have been properly prepared
in accordance with the Companies Act 1985.

/(m/mm VZ /N

RSM Robson Rhodes

Chartered Accountants and Registered Auditors
Manchester, England

18 June 2602
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consolidated profit and loss account for the year ended

30 April 2002

Note Continuing  Continuing Total Total
operations:  operations:
Existing Acquisitions
2002 2002 2002 2001
£'000 £'000 £'000 £'000
Turnover 2 55,118 4,984 60,102 31131
Operating costs excluding exceptional
items and goodwill amortisation {40,392) (3,291) (43,683} (23.511)
Exceptional items 3 - - . (325)
Geodwill amortisation (2.962) (209) (3,271) (1.535)
Operating costs (43,354) (3,600} (46,954) {25,371}
Operating profit 4 11,764 1,384 13,148 5,760
Net interest payable and
similar charges 5 (970) (450)
Profit on ordinary activities
before taxation & 12,178 5,310
Tax on profit on ordinary
activities 9 (3,092) {1.850)
Profit on ordinary activities
after taxation 9,086 3,460
Minority interests - equity 92) 7
Profit for the financial year 8,994 3,443
Dividends
- Equity (1,413) (1.126)
- Nom-equity - (78)
10 (1,413) (1.204)
Retained profit for the year 24 7,581 2,239
Earnings per share:
Basic 11 7.69p 3.07p
Diluted 11 1.61p 3.06p
Underlying 11 10.49p 4.77p

There is no difference in either the current or the preceding period between the results disclosed in the profit and loss
account and the results prepared on a historical cost basis.

Tne accompenying accounting policies and notes form an integrat pant of these financia) statements.
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statement of total recognised gains and losses for the
year ended 30 April 2002

Profit for the financial year
Foreign exchange gain/{loss)

Total recognised gains for the financial year

2002 2001
£'000 £'000
8,994 3,443
178 (142)
9,172 3,301

reconciliation of movements in sharehoiders” funds for the

year ended 30 April 2002

Profit for the financial year
Dividends

Issue of share capital net of issue costs
Redemption of share capital
Fereign exchange gain/(joss)
Net increase in shareholders’ funds

Opening shareholders’ funds

Closing sharehoiders’ funds

Group Company Group  Company
2002 2002 2001 2001
£°000 £'000 £°000 £'000
8,994 3,473 3,443 1,434
(1,413) (1,413) (1.204) (1.204)
1,581 2,060 2,238 230
13,066 13,066 22,715 22,715
- - {6.577) (6.577)
178 - (142) :
20,825 15,126 18,235 16,368
27,836 24,680 9.601 8,312
48,661 39,806 27,836 24,680

The accompanying accounting policies and notes form an integra! part of these financial statements.




consolidated balance sheet as at 30 April 2002

Note 2002 2001
£'000 £:000
Fixed assets
intangible assets - goodwil! 12 60,912 57.406
Tangible assets 13 1,971 1,827
62,883 59,233
Current assets
Debtors due within one year 16 18,647 14,312
Cash at bank and in hand 23,713 9,898
42,360 24,210
Creditors: amounts falling due within one year 17 (33,307 (28,268)
Net current assets/(liabilities) 9,053 {4,058 1
Total assets less current liabilities 71,936 55,175 2.3
Creditors: amounts falling due after one year 18 (23,129) {27,308} 45
Provision for liabilities and charges 19 (23) g”;
Minority interests - equity {(123) (31 - o101
Net assets 48,661 27.836 12_13
1415
16_17
18_19
Capital and reserves 20 21
Called up share capital 22 11,772 11,212 22 23
Share premium account 24 18,327 5,821 2% 25
Merger reserve 24 7,204 7,204 5 6— 27
Profit and ioss account 24 11,358 3,599 -
Equity shareholders’ funds 48,661 27.836 2829
30_31
3233
3435
36_37
36_39
40_41
4243
44 45
46 47
48 49
50_51
52_53
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56_57
58_5%

The accompanying accounting policies and notes form an integral part of these financial statements, _60




company balance sheet as at 30 April 2002

Note

Fixed assets
Irwvestments 14

Current asseis
Debtors due within one year 16
Cash at bank and in hand

Creditors: amounts falling due within one year 17
Net current assets

Total assets less current liabilities

Creditors: amounts falling due after one year 18

Net assets

Capital and reserves

Called up share capita) 22
Share premium account 24
Merger reserve 24
Profit and toss account 24

Equity shareholders’ funds

2002 2001
£'000 £'000
47,325 47,519
25,003 11,432
201 418
25,204 11,850
(10,060) (7.621)
15,144 4,229
62,469 51,748
(22,663) (27,068)
39,806 24,680
11,772 11,212
18,327 5,821
7,204 7,204
2,503 443
39,806 24,680

The financial statements were approved by the Board of Directors on 18 June 2002, and

signed on its behalf by:
T

Patrick Cryne - Chief Executive

Nl

Tim Whiston - Group Finance Director

The accompanying accounting policies and notes form an integral part of these financial staternents.




consolidated cash flow statement for the year ended

30 April 2002
Note 2002 2001
£'000 £:000

Net cash inflow from operating activities 25 16,905 8,304

Returns on investments and servicing of finance

Interest received 165 99

Interest paid (1.230) (284)

Finance lease interest paid (16) {n

Non-equity dividends paid - {212)

Net cash outflow from returns on investments

and servicing of finance {1.081) (404}

Taxation (2,987) (1.059)

Capital expenditure

Payments for tangible fixed assets (965) (468) ]

Receipts from sale of tangible fixed assets 49 - 2"3

Net cash outflow from capitai expenditure (316} (468} 4—5

Acquisitions and disposals 6_7

Purchase of subsidiary undertakings (6,690) (25,908} gkg

Cash refund on prior year acquisition 270 - -

Cash acquired with subsidiary undertakings 208 1,509 6.1

Net cash outflow from acquisitions and disposals (6.212) (24.399) 12_13

Equity dividends paid (1,312) (352) 12—15
16_17

Net cash inflow/{outflow) before finanting 4,397 (18,378} 18 19

Financing 2021

issue of ordinary shares 13,440 17,739 2 N

Expenses paid in connection with ordinary share issue (374) - {2.278) 2 4_25

New bank and cther loans - 20,000 -

Repayment of bank and other loars (3,472) (1.337) 2.2

Redemption of ordinary and preference shares . (6.577) 2829

Capital elernent of finance 'ease payments made {176) {124) 0%

Net cash inflow from financing 9,418 27.473 32 33
M35

Ingrease in cash 27 13,815 9,095 3637
38_39
40_41
42 43
44_45
46_47
48_49
50_51
5253
54_55
56_57
58 59

The accompanying accounting policies and notes form an integral part of these financial statements. _60
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two thousand and two

The financial statements are prepared in accordance with applicable accounting standards
under the historica! cost convention. The particular accounting poticies adopted by the
directors are described below:

i_New accounting standards

FRS19 ‘Deferred Tax' has been adopted for the ffrst time in these accounts and no prior year
adjustment has ariseri from the adoption. FRS18 "Accounting Poticies' has aiso been adopted.
It did not cause any cther changes in policy. as after careful review, the directors are satisfied
that the current accounting policies are the mest appropriate for the Company.

ii_Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company
and all of its subsidiary undertakings using acquisition accounting. The results of subsidiary
undertakings acquired or disposed of during a financial year are included from, o up to,
the effective date of acquisition or disposal.

iii_Goodwill

Paositive goodwill is the excess of the cost of an acquired entity over the aggregate

of the fair values of that entity's identifiable assets and liabilities. Positive goodwill relating
to acquisitions is shown in the bafance sheet as an asset. On completion of ¢ach acguisition
the directors estimate the useful economic life and it is over this period that the googwill

is amortised on a straight-line basis. For transactions where the primary objective is the
acquisition of customer base, and where the customer relationships continue under multi-
year cantract arrangemenits, the directors believe it appropriate to ascribe useful economic
lives of up to 20 years. To date atl acquisitions have been assessed by directors to have
useful economic lives of 20 years. in addition to systematic amortisation, the book value

is written down to recoverable amount wheit any impairment s identified.

iv_Profit for the financial year

The Company has taken advantage of section 230 of the Companies Act 1985 and has not
included its own profit and loss account in these financial statements.

v_Turhover

The Group's revenues are derived from the sale of software product licences, the attendant
installation, maintenance and support service revenues, supplies of third party hardware and
software and the provision of Pl compliant finance facilities offered by third party funders.
Al revenue is reported exclusive of value added tax and other sales tax.

In the absence of a United Kingdom accounting standard on revenue recognition, the
Group believes that the best guidance is set out under US GAAP, in particutar SOP §7-2 and
SAB 101. The Group’s approach to revenue recognition closely mirrors US GAAP, with
revenue only recognised when:

_1. persuasive evidence of an arrangement exists

_2. physical delivery has occurred or services have been rendered

_3. the price to the customer is fixed or determinable

_4. any services deliverable under the supply arrangement are clearly separable from the
software supply and

_5. collectibility is reascnably assured and there are no material outstanding conditions
or contingencies attaching to the receipt of monies due




notes to the financial statements

two thousand and two

vi_Recognition of profit

Turnover from the szale of software product licences is recognised at the time the software
Jicence is granted in accordance with agreed contractual triggers, typically the supply of the
software product to the customer, Revenues from the attendant installation, maintenance
and support services are recognised proportionzlly over the period that the services are
provided with due regard for future anticipated costs, Payments received in advance of services
are recorded in the balance sheet as deferred income.

vii_Research and development

Research and development costs are fully writtenrs off in the year in which they are incurred.

viii_Depreciation

Depreciation is provided at rates calculated to write down the cost of tangible assets over
their estimated usefu! life on a straight-line basis: The annual rates of depreciation,
by category of fixed asset, are as follows:

_office equipment, fixtures and fittings 12.5% to 20.0%
_computer eguiprment 33.3%
_motor vehicles 25.0%

ix_Foreign exchange

Transactions denominated in foreign currencies are translated into steriing at the rates ruling
at the dates of transactions. Monetary assets and liabilities denominated in foreign currencies
at the balance sheet date are translated at the rates ruling at that date. These transaction
differences are taken to the profit and loss account.

Results of overseas subsidiaries are translated using the average exchange rate for the
period. The balance sheets of overseas subsidiaries are translated at the closing rate on the
year end date and any resulting exchange differences taken to reserves.

x_Taxation
Carporation tax is provided on taxable profits at the current rate.

The following constitutes a change in the acccunting policy for deferred taxation in order
to comply with FRS19:

Full provision for deferred taxation is made under the liabiiity method, without discounting.
on all timing differences that have arisen, but not reversed by the balance sheet date, unless
such provision is not permitted. Deferred tax assets are recognised to the extent that it is
regarded as more likely thar not that they will be recovered.

Previously, under SSAP15 provision was made for deferred tax using the liability method
on all timing differences only tc the extent they were expected to reverse in the future
without being replaced.

L
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xi_Leased assets

Assets held under finance jeases are included in the balance sheet and depreciated
in accordance with the Group's normal accounting policy for the class of asset concerned.
The present value of future rentals is shown as a liability. The interest element of rental
obligations is charged to the profit and loss account over the period of the lease in proportion
to the balance of capital repaymenis outstanding.

Rentals payable under operating leases are charged to the profit and loss account on a straight-

line basis over the period of the leases.

Xii_Pensions

All employees are eligible to join the iSOFT Group Personal Pension Scheme or other Group
approved defined contribution persion schemes. The pension charge shown in the financial
statements represents the total contributions payabie by the Group for the year.

Turnover by geographical market 2002 2001
£'000 £:000
United Kingdom and other £U states 48,833 23,219
Australasia 11,269 7.912
60,102 31,131

Geographical operations
United Kingdom Australasia Restof World  Total  Total

and other EU states
2002 2001 2002 2001 2002 2001 2002 2001
E£'000 £'000 £'000 <£000 £000 E0D0 E'000 £'000
Turnover 50,760 23,219 9,342 7912 - - 60,102 31,131
Profit/{loss)

before interest 10,557 3,564 3,059 2279 (468) (83) 13,148 57760
Netassets/{liabilities) 45,663 26,334 3,338 1,379 (340) 123 48,661 27,836

Turnaver in United Kingdom and other EU states includes £5,700,000 {2001:£2 500,000}
in respect of amounts billed under P (Private Finance Initiative) type contracts, where
a corresponding finance repayment is forwarded to the third party provider of capital and

recorded in operating costs.

The principal activity of the Group is the development and supply of software products and

systems to the healthcare sector.

The pricr year exceptional cost of £325,000 related to Nationa! Insurance contributions paid
and payable by the Company o the exercise of share options under the iSOFT Group Number
1 Share Option Scheme. No further opticns have been or will be granted under this scheme.
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Continuing operations Note Existing Acquisitions Total Total a_
2002 2002 2002 2001 operating profit
£'000 £'000 £'000 £'000
Turnover 55,118 4,984 60,102 31,131
Other external charges (13,687) (1,009) (14,696) {6,844)
Staff costs 7 (18,533) (1.178) (19,711) {10,843}
Depreciation of tangible fixed assets 13 (473) (40) {513) (386)
Goodwill amortisation 12 (2,962) (309) (3,271)  (1.535)
Other operating charges (7,699) (1,064) {8,763) (5,763}
Total operating costs {43,354} (3,600) (46,954) (25371)
Operating profit 11,764 1,384 13,148 5,760
2002 2001 5_ 1
£'000 £'000 net interest 2.3
d
Interest receivable comprises: ?i?nyi?::i::r es W
Rank interest 192 85 g Bt
Interest payable comprises: 8.9
Bank loans and overdrafts (1,132) {514) 101
Amortisation of loan arrangement fees (14) (14) 12_13
Finance leases (16) ) 1415
(1,162) {535) 16_17
Net interest payable and similar charges (970) (450} 18_19
2027
22_23
2002 2001 6_ 24 25
£'000 £'000 profit on ordinary 26‘27
- . _— activities before ~
This is arrived at for the Group after charging: taxation 28 2
Research and development: 30_31
- Current period expenditure 5,270 2,833 32_33
Auditors’ remuneration in respect of: 3B
- Audit services 71 52 36_37
- Other services 48 23 38_3¢
Loss on disposal of fixed assets 78 - 40_41
Depreciation and amortisation: 28
- Goodwil 3,271 1,535 4445
- Tangible fixed assets, owned 424 307 46_47
- Tangible fixed assets, held under finance leases 89 79 48 48
Operating lease rentals: 5051
- Premises 515 445 52_53
- Vehicles and equipment 622 1980 54_55
56_57
58_59

_60
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Staff costs during the pericd were as follows:

2002 2001

£'000 £'000

Wages and salaries 17,280 9.344
Social security costs 1,853 1,176
Other pension costs 578 323
19,71 10,843

The average monthly number of employees, including executive directors, employed by the

Group during the period was:

2002 2001
Number Number
Development 150 60
Sales and marketing 51 26
Installation and project management 124 75
Customer services 56 53
Administration 49 34
430 252

Total remuneration in respect of directors was as follows:
2002 2001
£'000 £000
Salary and fees 937 695
Benefits 4 31
Bonus 2,667 730
Emoluments 3,608 1,456
Money purchase pension contributions - 3
3,608 1,459

Na share options were exercised by directors during the year.

Details of individual director's remuneration and interests in share capital, together with
a summary of the Group's remuneration poiicy are contained within the Remuneration

Report on pages 28 te 31 which forms part of these financial statements.
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2002 200 9_
£'000 £:000 tax on profit
United Kingdom Corporation tax g:tic:,rig":’:ry
Current tax on income for the year 2,771 1,566
Adiustments in respect of prior years (248) -
2,523 1,566
Double tax relief (219) -
After double tax relief 2,304 1,566
Qverseas taxation
Overseas taxation 778 316
Adjustments in respect of prior years (45) -
733 316
Current taxation 3,037 1.882 A
Deferred taxation 2.3
Net origination/{reversal) of timing differences 56 (32) 45
Changes in tax rates 3] - : 6_7
55 (32) 8.3
. 1011
Tax on profit on ordinary activities 3,092 1.850 12_13
e 14_15
Current tax reconciliation 2002 2001
£'000 £000 16.17
) 18 1%
Profit on ordinary activities before taxation 12,178 5,310 20 71
Theoretical tax at UK corporation tax rate of 30% (2001: 30%) 3,653 1,593 22.23
2425
Effects of: 26_217
Expenditure not tax deductible 1,085 848 28 29
Movement on deferred tax not provided (1,015) {542) 30—31
Adjustments in respect of prior periods (293) - -
Difference in tax rates in overseas comparies : : (112) - .33
Withoiding tax 219) - ‘ 3.3
Exchange rate differerces (6} - 38_37
Tax on pre-acquisition profits - (49) 38 3¢
Accelerated capital allowances (20) (27) 40 41
Deferred tax on write down of intellectual property (36) 53 42_43
Actuat current taxation charge 3,037 1,882 -
44_45
46_47
Change of accounting policy 48_49
50_51

The adoption of FRS1S 'Deferred Tax' did not have any impact on the Group accounts.
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2002
£'000
Equity dividends
A ordinary shares of £0.07 each:
- Speciai pre-fiotation dividend -
Crdinary shares of £0.70 each:
- Interim dividend of 0.40p per share (2001:0.25p) 471
- Proposed final dividend of 0.80p per share (2001:0.75p) 942
‘ 1,413
Non-equity dividends
Preference share dividend at 6% -
1,413
Earnings Weighted average
£000  number of shares
Basic earnings per share
Earnings attributable tc sharehoiders 8,994 116,926,971
Dilutive effect of options - 1,233,165
Diluted earnings per share 8,994 118,160,136
Earnings Weighted average
£'000 number of shares
Basic earnings per share
Earnings attributable to shareho!ders 3.365 108,477,500
Dilutive effect of opticns - 540,582
Diluted earnings per share 3,365 110,018,082

2001
£°000

280
841
1126

1,204

2002
Per share
amount (pence)

1.69

1.61

2001
Per share
amount (pence)

3.07

3.06

Underlying earnings per share represents basic earnings per share before goodwill
amortisation, 2.80 pence (2001:1.40 pence}, and exceptional items, NIL (2001:0.30 pance).
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Group Goodwill 12_
£'000 intangible
Cost fixed assets
At 1 May 2007 59,332
Amendment to fair value of prior year acquisition (484)
Amendment to cost of investment for prior year acquisition (270)
Additions 7,441
Foreign exchange on translation differences g0
At 30 April 2002 66,109
Amortisation
At 1 May 2001 1,926
Charged in year 3.271 -
At 30 Aprit 2002 5,197 2.3
4.5
6.7
Net book value g9
AL 30 April 2002 60,912 10 ;1
At 1 May 2001 57,406 12.13
14_15
Goodwill additions have arisen due to the purchase of subsidiary undertakings during the 1617
year. Goodwill has also been amended following the reassessment in the year of the fair 1819
value of acquired balances of a prior year acquisition and of a refund against the cast 20_21
of investment of thet acquisition. See Note 15 for details of these transactions, 2223

Company

The Company has ne intangible fixed assets.
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Group Fixtures Office Motor  Total
and fittings equipment vehicles
Cost £'000 £000 £'000 £'000
At 1 May 2001 1,770 3,415 421 5,608
Fair value adjustments (Note 15 iii) {(1.005) {2,595} 152 (3,448}
Acquisition of subsidiaries 55 81 g 235
Additions 815 320 - 1,135
Disposals - - (458) (458)
Fereign exchange translation differences 24 29 - 53
At 30 April 2002 1,659 1,250 214 3,123

Depreciation

At 1 May 2001 1,088 2,449 242 3,719
Fair value adjustments (Note 15 iii) (948) (2.063) 31 (2.980)
Acquisition of subsidiaries 36 48 31 116
Disposals - - (285) (285)
Foreign exchange transfation differences 4 5 - 9
Charged in year 173 234 106 513
At 30 Aprit 2002 353 674 125 1,152

Net book value
At 30 April 2002 1,306 576 89 1,971

At 1 May 2001 682 9656 179 _ 1,827

At the halance sheet date the net book value of tangible fixed assets includes £183,000
(2001:£422.000) in respect of assets held under finance leases. Depreciation charged in the
period on those assets amounted to £89,000 (2001:£79,000).

Company

The Company has no tangible fixed assets.

Company Shares in subsidiary
undertakings
£'000

Cost and Net Book Value
At 1 May 2001 47,519
Additions 78
Refund of consideration for prior year acquisition (270)
At 30 April 2002 47,325

See Note 15 iii for details of the additions and refund of consideration received for a prior
year acquisition,
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Principal trading Class of Proportion Proportion Country of 14_
subsidiaries share held held by held by incorporation fixed asset
the parent the Group investments
Company cont...
iSOFT ple Ordinary 100% Cngland & Wales
iSOFT QOverseas Holdings Limited Ordinary 100% England & Wales
iSOFT Limited Ordinary 100% Ireland
Eclipsys Limited Ordinary 100%  England & Wales
iSOFT R&D Private Limited Crdinary 75% India
iSOFT Haoldings Pty Limited Ordinary 50% 100% Australia
iSOFT Healthcare Systerns Pty Limited  Ordinary 100% Australia
1
iSOFT Australia Pty Limited Ordinary 100% Australia 2_3
Eclipsys Pty Limited Crdinary 100% Australia 4.5
Paramedical Pty Limited Ordinary 100% Australia 6.7
ACT Medisys Limited Ordinary 100% England & Wales 108;3
iSOFT Laboratory Systerms Limited ~ Ordinary 100% England & Wales 1 2_1 3
14_15
With the exception of the holding comparies all the above subsidiaries have the same 16_17
principal trading activity as the Group as set out in Note 2. Every subsidiary has been 1819
included within the consolidated financial statements. 20 21
2222
. .y ] . . L 2425
i_Acquisition of Eclipsys Limited and Eclipsys Pty Limited 15_ 2 77
Cn 29 May 2007 the Group acquired 100% of the issued share capital of Eclipsys Limited 2:?;?32:']{ 23:29
and Eclipsys Pty Limited whose assets and liabilities were as follows: undertakings 3031
Book value and 3233
fair value 34 35
£'000 3637
Tangible fixed assets 107 38 39
Debtors 175 a0 41
Cash at bark and in hand 163 42_43
Creditors {714) B
Net separable liabilities acquired (269) 4445
Goodwill 6,880 46_47
6.611 1849
— 5051
52_53
Satisfied by: 54_55
Cash consideration paid {including acquisition costs paid and payable) 6.611 56h57
There have been no fair value or accounting policy adjustments made to the 98_59

acquired balance sheets.
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Since acquisition, Eclipsys Limited and Eclipsys Pty Limited have contributed £7,671,000
to the Group operating cash inflow.

Pre-acquisition performance of Eclipsys Limited and Eclipsys Pty Limited

The summary trading results of Eclipsys Limited and Eclipsys Pty Limited for the preceding
financial year encded 31 December 2000 and from 1 January 2001 to the date of acquisition
are as foliows:

12 months to Period to
31 December 2000 29 May 2001

£'000 £'000
Turnover 1,556 910
Operating costs (1,391) (624)
Operating profit 165 286
Net interest received 119 27
Profit before taxation 284 313

ii_Acquisition of Paramedical Pty Limited

On 21 December 2001 the Group acquired 100% of the issued share capital of Paramedical
Pty Limited whose assets and liabilities were as follows:

Book Fair value Fair
value adjustment value
£'000 £'000 £'000
Tangible fixed assets 12 - 12
Debtors 73 (8 65
Cash at bank and in hand 45 - 45
Creditors (317} (13) (330)
Net separable assets acguired (187) {21) (208)
Goodwilt 485
277

Satisfied by:
Cash consideration (including acquisition costs paid and payable) 277

Cash consideraticn includes £1 paid on acquisition date and an estimated £277,000
of deferred consideration payable upon satisfaction of certain performance criteria by the
acguired company over the period to 3 December 2003,

The fair value adjustment has been made to reflect as at the date of acquisition, the fair
value of assets and liabilities acquired.

Since acquisition, Paramedical Pty Limited has contributed £213,000 te the Group cperating
cash inflow and paid £178,000 in respect of financing.
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Pre-acquisition performance of Paramedical Pty Limited

The summary trading results of Paramedical Pty Limited for the preceding financial year
ended 30 lune 2001 and from 1 Juty 2001 to the date of acquisition are as foilows:

12 months to

30 June 2001

£000

Turnover 378
Operating costs {621)
Exceptional costs -
Operating loss (243}
Net interest paig (61
Loss before taxation (304}

Period to
21 December 2001
£'000

186
{195)

The exceptional costs in the period to 21 December 2001 relate to write off of previously

capitalised develcpment costs and goodwill,

iii_Adjustment to consideration and fair values acquired on prior year acquisition

ACT Medisys Limited Provisional Hindsight Final
fair period fair

value  adjustments value

£°000 £'000 £'000

Tengible fixed assets 869 (468) 401
Debtors 1.933 (68) 1.865
Cash at bank and in hand 1,509 1,509
Creditors (13.171) 1,020 (12,157)
Net separable liabilities acquired (8.860) 484 (8.376)
Goodwill 34.291
25915

Satisfied by:

Initial cash considgration (including acquisition costs paid and payable) 26,109
Refund of cash consideration contingent on finalisation of net assets position (270)
Acquisition costs incurred in the year 76
Final cash consideration 25915

Following a review of the Companies accounting records, adjustments have been mace

based on a physical review of fixed assets and detailed review of the
of debtors and the actual liability value of creditors.

recoverable valug
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Group Company Group  Company

2002 2002 2001 2001

£'000 £000 £'000 £000

Trade debtors 7.347 - 7,487 -
Amounts owed by Group undertakings - 24,848 - 11,187
Other debtors 485 43 813 245
Prepayments and accrued income 10,815 112 6.012 -
18,647 25,003 14,312 11,432

In the normal course of its business the Group enters inte financing arrangements with
third party funders in respect of specific customer contracts, These transactiens are entered
into to provide PFl {Private Finance Initiative) compliant finance for the capital cost of muiti-
year customer contracts. In these arrangerments the present value of the customer recaivable
is matched by the amount due to the funding provider. Given the directly refated nature

of the transactions the Group does not recognise the equal and opposite related balances.

This treatment is in accordance with FRS5,

Group Company

Group  Company

2002 2002 2001 2001
£°000 £'000 £'000 £'0C0
Bank loans {Note 20) 5,030 5,030 3,905 3,905
Amounts due under finance leases {(Note 20} 146 - 199 -
Trade creditors 2,852 214 2,506 513
Amounts owed to Group undertakings - 203 - 1,027
Corperation tax 2,004 - 2,119 -
Other taxation and social security 2,667 - 579
Other creditors - - 707 -
Accruals 11,276 3,671 8,440 1.335
Deferred income 8,390 - 8,972 -
Proposed dividends 942 942 841 841
33,307 10,060 28,268 7.621
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Group Company Group Company

2002 2002 2001 2001

£'000 £'000 £000 £000

Bank loans {Note 20) 14,663 14,663 19,068 19,068
Amounts due under finance leases {Note 20) 189 - 240 -
Deferred consideration 8,277 8,000 8,000 8.000

23,129 22,663 27,308 27,068

The acquisition agreement between KPMG and the Company for the purchase of iSQFT pic
on 28 May 1999 provided for an amount of deferred consideration to become payable in
cash by the Company in the event that the Company’s shares became listed on a recognised
stock exchange on or before 30 April 2003. The amount of deferred consigeration payable
was calculated as a proportion of the market capitalisation of the Company after certain
deductions had been made. This amount will only become payable when the directors realise
the whele or substantially the whole of their equity shares into cash.

The directors are of the opinion that, taking into account advice received, the amount

of deferred consideration which will become payable under this agreement has not altered
since the prior period balance sheet date and wili not exceed £8,000,000. The amount
payable is non interest bearing and has not been discounted.

The bafance of the defered consideration creditor refates to an acquisition during the period.
See Note 15 ii.

Group Deferred tax
£'000
Balance at 1 May 2001 (32)
Amount charged to profit and loss (Note 9) 55
Balance at 30 April 2002 23
2002 2007
£'000 £°000
Accelerated capital allowances 41 21
Shart-term timing differences (18} (53)
23 (32)

The prior year deferred tax asset of £32,000 was included within other debtors in the
consolidated balance sheet.

The Group has £1,350,000 (2001:£4,349,000) of tax losses carried forward and available
for relief against future profits. These tax losses would be recovered on the realisation of
suitable taxable profits within the Group.

Company

The Company has no deferred tax balance.
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Group Company Group  Company

2002 2002 2001 2001
£'000 £'000 £'000 £'00C
Due within one year
Bank loans ' 5,030 5,030 3,905 3.905
Finance leases 146 - 189 -
5176 5,030 4,104 3,905
After one but not more than {wo years
Bank icans 4,406 4,406 4,405 4,405
Finance jeases 98 - 102 -
4,504 4,406 4,507 4,405
After two but not more than five years
Bank loans 9,007 9,007 10,5913 10,913
Finance leases _ 91 - 138 -
' 9,098 9,007 11,051 10,913

More than five years
Bank loans 1,250 1,250 3,750 3.750

20,028 19,693 23,012 22,973

All of the Group bank loans and overdraft are secured by a floating charge over the assets
of the Group and are subject to interest at 196 over the bank's base rate.

The Group bank loans consist of: £2,068,000 outstanding on a medium term loan, repayable
quarterly at £230,000 with final payment of £260,000 due on 37 July 2004; £3,250,000
outstanding on a term-loan, repayable quarterly at £250,000 with last payment due on

7 May 2005; £14,375,0C0 outstanding con a term-loan, repayable quarterly at £625,000
with last payment due on 31 October 2007.

The Group overdraft facility is £6.000,000. At 30 Aprit 2001 the Group overdraft facility was
£10,000,000 less the amount outstanding on the medium term loan.
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The Group's financial instruments comprise bank borrowings, some cash and various items,
such as trade debtors, trade creditors etc. that arise directly from its cperations. The Group
does not use derivative instruments in the course of its business. Short-term debtors and
creditors have been excluded from all of the following disclosures as they are dealt with
during the normal course of business, under working capital management and credit control.
The Board considers that the fair vaiue of financiat assets and liabilities is not materially
different from the bock value. The main risks arising frorn, and impacted by, the financial
assets and liabilities of the Group are interest rate risk, foreign currency risk and liquidity
risk. The Board reviews and agrees policies for managing these risks and they are
summarised below.

Interest rate risk

The Group finances its operations through a mixture of retained profits and bank borrowings.
There is also a small amount of finance lease commitment. The Group has arranged facilities
whereby United Kingdom held cash balances are used to net off the balance on the loans,
with interest calculated on the net balance. Interest on all loans and overdrafts is charged

at 1% over the base rate.

The interest rate exposure of the financial liabilities of the Group was as follows:

Fixed interest rate Floating interest rate Total Total
2002 2001 2002 2001 2002 2001
£000 £000 £'000 £:000 £'000 £'000

Sterling
- Loans - - 19,693 22973 19,693 22973
- Finance leases 335 439 - - 335 439

The only financial assets held by the Group (excluding debtors due within one year} that are
sufficiently material to reguire disciosure are cash at bank. Amounts held were as follows:

2002 2001

£'000 £000

Sterling 19,814 8,754
Australian dollar 3,728 1.037
Indian rupees 171 107
23,713 9,898
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Currency risk

The Group is exposed to transiation and transaction foreign exchange risk. The Group
regularty reviews its exposure to translation risk and where appropriate will match this risk
with an appropriate level of borrowings in the same cUrrency. If necessary, transaction risk
would be minimised by use of the forward hedge market.

Liquidity risk

Group policy is to maintain a mix of short, medium and long term borrowings with their
barkers. Short-term flexibility is achieved by overdraft facilities, Details of the year end
positicn, which is in accordance with this policy, are given in Note 20.

The facilities are subject to review as follows:

The overdraft facility is subject to review on an annuat basis, with the next review due on
3% March 2003.

At 30 April 2002 and 30 April 2001, the Group had nc undrawn committed borowing facilities.

Maturity of financial liabilities

The Group's financial liability anatysis at 30 April 2002 is set out in Note 20.

2002 2001
Authorised £ £
200,000,000 ordinary shares of £0.10 each 20,000,000 20,000,000
2002 2001
Allotted and fully paid £ £
117,724,779 (2001:112,124,779)
ordinary shares of £0.10 each 11,772,478 11,212,478

Shares issued during the period

On 22 June 2001 5,600,000 £0.10 ordinary shares were issued at £2.40 per share.
The premium cn issug of these shares, net of issue costs, was taken to the share
premium account.
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The following options are outstanding under the iSOFT Group Number 3 Executive Share
Cption Scheme, which is an unapproved scheme. Exercise of these options is subject to
employees meeting individual performance criteria and aiso to the performance of the Company,
Options include directors’ share options. All options were granted at market valug &t the

date of grant.

Date of Number Subscription Personal
grant price per share  performance

{pence)  period ends
11 Ju 2000 2,500,000 ‘I‘IO.d 10 Jul 2001
20 Dec 2000 250,000 174.0 19 Dec 2007
13 Apr 2001 170,000 189.0 12 Apr 2002
22 Jun 2001 850,000 249.0 21 Jun 2002
17 Oct 2001 1,486.00C 217.5 1C Oct 2002
5 Jan 2002 100,000 273.0 4 Jan 2003

Period of option

11 Jul 2003 - 10 Jul 2070
20 Dec 2003 - 19 Dec 2010
13 Apr 2004 - 12 Apr 2011
22 Jun 2004 - 21 Jun 2011
11 QOct 2004 - 10 Oct 2011

5 Jan 2005 - 4 Jan 2012

Alf options granted are subject to the Company performance condition, measured over

three years from the date of grant.,

No options were exercisable during the period.

The iSCFT Group Number 2 Executive Share Opticn Scheme is an Inland Revenue approved
share option scheme, under which no share options have been granted at the year end.

These share schemes have heen set up under a joint election to transfer the liability for
employers NI to the employee. In accordance with UITF25 no NI cost has been recognised

in the accounts.

Merger Profit and loss

Group Share premium
account

£'000

Av 1 May 2001 5,821
Retained profit for the period -
Exchange differences -
Premium on shares issued net of issue costs 12,506
AL 30 April 2002 18,327

reserve account
£'000 £'000
7.204 3,699

- 7,581

- 178

7,204 11,358

Merger Profit and loss

Company Share premium
account

£'000

At 1 May 2001 5,821
Retained prefit for the period -
Exchange differences -
Premium on shares issued net of issue costs 12,506
At 30 April 2002 18,327

reserve account
£'000 £'000
7.204 443

- 2,060

7,204 2,503
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Operating profit

Amortisation of intangible assets and goodwill
Depreciation of tangible fixed assets

Increase in debtors

Increase in creditors

Loss on sale of fixed assets

Foreign exchange differences

Net cash inflow from continuing operating activities

At 1 May Cash flow Acquisition

2002 2001
£'000 £'000
13,148 5,760
3,271 1,535
513 386
(4,357) (994)
4,180 1,681
78 .
72 (64)
16,905 8,304

Non cash At 30 April

2001 (excl. cash) movements 2002

£'000 £'000 £°000 £'000 £000

Cash at bank and in hand 9,898 13.815 - 23,713
Net cash G,898 13,818 - - 23,713
Bank and other loans (22,973) 3,472 {178) (14) {19,693)
Finance leases (439} 176 - (72) (335)
Borrowings (23,412) 3,648 (178) (86) (20,028)
Net (debt)/funds (13,514} 17,463 178) (86) 3,685
2002 2001

£000 £000

Increase in cash 13,815 9,085
Cash outflow/(inflow) from decrease/{increase) in debt 3,648 (18,540
Decrease/(increase) in net funds/{debt) from cash flows 17,463 (9,445}
Debt acquired with subsidiary (178} {447)
New finance leases incepting in the period {120) (41)
Finance lease reduction by way of asset disposal 48 -
Amortisation of loan arrangement fees {14) {14)
Decrease/(increase) in net funds/(debt) in the period 17,198 (9,947)
Net debt at 1 May 2001 and 1 May 2000 (13,514) (3.567)
Net funds/(debtj at 3G April 2002 and 30 April 2001 3,685 {13,574}
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2002 2001
£'000 £:000
Annual property rentals on leases which expire:
Within one year 203 212
Between cne and five years 651 395
854 607
_ £000 £000
Annual equipment rentals on leases which expire:
Within one year 143 48
Between one and five years 279 118
422 166
£'000 £'000
Annual motor vehicle rentals on leases which expire:
Within one year 49 23
Between one and five years 45 34
94 57

At the year end neither the Group nor the Company had entered into any capital
commitmenits.

A contingent liability of £184,000 existed at the year end. This value represents the element
of the deferred consideration relating to the acquisition during the year of Paramedical Pty
Limited, which becomes payable as a result of certain performance criteria being met for the
period to 30 April 2004, the payment of which is not considered probable.

There were no related party transactions during the period.

On 18 June 2002 the Company agreed tc scquire the healthcare business of Northgate
Information Solutions plc. Completion of the acquisition is subject only to the approval of the
vendors shareholders. Upon satisfaction of this condition, & cash consideration of £33.0m
will be paid. It is proposed that this acquisition wil! be funded by a new term loan debt facility.
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