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royalblue is a leading supplier of global financial
trading software. The company has offices in 
New York, London, Paris, Tokyo and Hong Kong 
with development centres located in each major 
region. royalblue group plc is listed on the London
Stock Exchange.

royalblue provides a range of applications, known
collectively as the fidessa trading platform, which
automate the front and mid-office business flows for
sell-side firms trading equities in the US, European,
Japanese and Asian markets.
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Results at a Glance

* In order to bring clarity to the performance of the continuing business of the group the turnover and operating
profit charts above exclude the results of royalblue technologies which was divested in July 2001.

• Recurring revenue up 33% to £29.2 million

• Recurring revenue now represents 52% of total revenue, up from 39% last year

• fidessa contract worth $24 million over three years signed with Merrill Lynch including support 

for market-making in NASDAQ listed securities

• Substantial investment programme continuing in new products and services

• Market conditions improving

• Final dividend of 6.15p making 8.0p for the year, up 51% on 2002

• Strong cash generation allowing payment of a special dividend of 25.3p, returning £8.0 million

to shareholders
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2003 2002
year to 31st December £m £m change

Turnover £56.5m £57.0m -1% 

(no change at constant exchange rates)

Operating profit £7.8m £8.2m -5% 

(-2% at constant exchange rates)

Dividend per share for year 8.0p 5.3p +51%

Special dividend 25.3p Nil

Cash balance £28.5m £22.7m +26%
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Overview
The improvements we saw in the capital markets towards the
end of Q2 have continued for the rest of the year and this has
resulted in improved sentiment within our customer base and
increased levels of sales activity.

The improvements we saw in the

capital markets towards the end 

of Q2 have continued for the rest 

of the year and this has resulted 

in improved sentiment within our

customer base and increased levels

of sales activity. The recovery we

have seen has centred on the US 

and UK markets but we have also

seen signs of improvement in Asia

and mainland Europe.

Throughout 2003 we have continued

to make progress in moving our

business model away from more

variable consultancy revenue towards

the more consistent and predictable

recurring revenue generated by our

fidessa services. Revenue from 

these sources has increased by 33%

compared to last year, and recurring

revenue now represents 52% of 

our overall revenue. As expected,

consultancy revenue came under

continued pressure and is down 25%

on last year. However, cost control 

has been tightened, with costs down

2% on last year after excluding £0.8

million allocated to development of

the new fidessa workstation

business. We believe that it is possible

that we will see a further fall in

consultancy revenue in 2004 but

expect that the extent of this fall 

will be less than we saw in 2003.

Sales of our fidessa products

continued strongly and included the

signing of a $24 million deal with

Merrill Lynch, extending their global

use of fidessa and including support

for their US domestic trading flows 

for three years. This is another

endorsement of the strength of our

product set in the US domestic

market and another milestone as 

we establish fidessa as the industry

standard for US domestic trading. 

Our service-managed fidessa

business (fidessaNet) has also

progressed well with a total of 22 new

customers signing to take the service

compared to a total of eight new

signings in the previous year. These

signings include our first conversion 

of a large enterprise fidessa system 
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to our service-managed offering as

well as our first sale of the service-

managed offering in France. Our US

service-managed fidessa business

has now achieved monthly break-even

as planned and we expect this

business will be profitable in 2004.

Our new fidessa workstation product

has made good progress since its

launch at the end of Q1, with nearly

400 positions already in use and

substantially more scheduled to go

live over the next few months. An

upgrade to this product during Q4

added the transactional side (ability to

enter and execute orders securely).

We are continuing with aggressive

growth plans for this product, which

will involve increased investment to

provide data from many more markets

as well as connectivity to our

fidessaExpress network. We believe

that the combination of our market

workstation and access to global

market data working alongside our

existing transactional services

business will prove a powerful

combination in allowing both buy-side

and sell-side firms to have improved

access to liquidity and order flow.

The business has continued to be

highly cash generative with cash

balances increasing to £28.5 million at

the year end. The Board expects that

the business will continue to generate

cash for the foreseeable future and

believes that the balance sheet is

more than strong enough to allow 

the company to fund any likely 

small acquisition as well as to give 

potential customers confidence in 

the company’s financial strength. For

this reason the Board has decided to

propose an enhanced annual dividend

by paying a final dividend of 6.15p. 

In addition the Board is also

recommending a special dividend of

25.3p which would return £8.0 million

of the cash balance to shareholders.

Looking ahead we are continuing with

our investment programme as we

develop our franchise in connectivity

services. This will mean a further period

of significant investment as we develop

our strategies around fidessaExpress,

fidessa workstation and the remote

broker network. In addition to the

software development, we expect

further costs of £1.1 million in 2004 as 

a direct result of the investment in the

infrastructure, exchange agreements

and the specialist staff required for

these initiatives.

In the markets we expect that we will

see an easing of the difficult trading

conditions which have characterised

the last three years, although we still

expect conditions to remain tough into

the first half of 2004. Also, because

the implementation period for many of

our products is several months, there

will be a time lag before increased

sales activity filters through into

additional rental revenue for royalblue

and this will continue to affect

royalblue’s revenue into 2004.

However, we believe that a return to

growth of both revenue and profit will

be possible for the year as a whole.

We also believe that this growth will

continue to be led by substantial

growth in high quality recurring

revenue from our fidessa services and

we expect to see growing momentum

developing as a result of our new

propositions and in particular our

fidessaExpress connectivity business.

Finally, I would like to extend our

thanks to all of royalblue’s employees

for all their efforts during 2003. It is

their dedication and innovation that

has enabled us to enter 2004 with an

exciting range of new products that

we believe will provide a sound basis

for long-term growth.

Results
Revenue has decreased by 1% to

£56.5 million (2002 £57.0 million) with

fidessa licence rental revenue

growing by 32%, service-managed

fidessa revenue growing by 77% and

consultancy revenue declining by

25%. The quality of revenue continues

to strengthen with the recurring

revenue from licence rentals, service-

managed delivery, workstation and

maintenance now accounting for 52%

of the total, up from 39% in 2002 and

26% in 2001. Overseas revenue now

accounts for 58% of the total, with 

the US being the largest element

accounting for 42% of revenue.

Operating profit before exceptional

items decreased 5% to £7.8 million

(2002 £8.2 million), achieving an

operating margin of 13.8% (2002

14.4%). In the year we launched the 

Sales of our fidessa
products continued
strongly and included 
the signing of a $24
million deal with 
Merrill Lynch.
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fidessa workstation incurring £0.8m 

of expenditure on the business

development of this new revenue

stream. Excluding this cost of

investment in the new fidessa

workstation business, our costs have

decreased by 2%. In 2003 there was

considerable volatility in foreign

currency exchange rates. Their impact

on royalblue has been limited due to

the natural hedge of costs incurred in

the same currency that revenue is

generated in. At constant exchange

rates for the year our revenue would

have been £0.3 million greater and our

operating profit £0.2 million greater. 

In July we received the second £0.5

million of loan note repayment from

Touchpaper, the help desk business

divested in 2001. The loan note had

been written off at the time of the

divestment and so the receipt is a

gain in the year and is treated as an

exceptional item. Interest income has

grown to £1.1 million, from £0.6

million, being boosted by the larger

cash balances and £0.4 million (2002

£0.2 million) from interest receipts on

the Touchpaper loan notes.

The overall effective tax rate for the

year is 20.4% (2002 20.2%). However,

this includes items that will not recur

or are unpredictable year to year, and

the effective tax rate adjusted in the

same manner as earnings per share is

31.0% (2002 29.9%). The tax rate has

benefited from tax incentives in New

York following the World Trade Center

disaster, R&D tax credits in the UK

and statutory deductions for share

options exercised by employees. 

The R&D tax credits and the statutory

deductions for share options will

continue to benefit future years.

However, the value of the statutory

deductions for share options will be

unpredictable year to year and has

been excluded from the adjusted

earnings per share. The diluted

earnings per share adjusted to

exclude exceptional items and tax

deduction for share options exercised

by employees decreased by 3% to

19.2p (2002 19.7p).

The cash balance increased in the

year to £28.5 million from £22.7

million. Of this increase, £5.3 million

was generated from normal activities

and £0.5 million arose from the

exceptional loan note repayment. The

cash generated from normal activities

was achieved after spending £3.0

million (2002 £1.8 million) on capital

expenditure, £1.7 million (2002 £1.5

million) on dividends and £2.7 million

(2002 £2.8 million) on corporation tax.

Due to the level of the cash balances

in the business, the Board has

reviewed the dividend policy and is

proposing an enhancement to the

annual dividend rate. The Board is

recommending a final dividend of

6.15p per share so that the total

dividend per share for 2003 amounts

to 8.0p, an increase of 51% over 

the total dividend per share for 2002.

The Board expects to maintain the

dividend cover at around this level 

in the future. In addition to the final

dividend the Board is recommending

a special dividend of 25.3p per share,

returning £8.0 million of the cash

balance to shareholders. Subject 

to shareholder approval, the final

dividend and the special dividend 

will be paid on 7th June 2004 to

shareholders on the register on 7th

May 2004.

Our service-managed
fidessa business has
progressed well with a
total of 22 new customers
signing to take the service
compared to a total of
eight new signings in the
previous year. 

Overview
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Lava Patent Lawsuit
In June 2003 we noted the

announcement released by Lava

Trading Inc. that it had filed a patent

infringement claim in the US against

royalblue. The patent relates to the

concept of displaying prices from

more than one source (ECN) on a

single screen in the US. In December

2003 Lava filed an amendment to 

its lawsuit alleging unfair trade

practices on the part of royalblue, 

in particular in relation to the pricing 

of products and associated services.

royalblue has been advised by its

legal advisers that amendments of 

this nature are not uncommon in

patent infringement cases.

Based upon the legal advice it has

received, royalblue continues to

believe that Lava’s claims are totally

without merit. While royalblue cannot

predict the outcome of the Lava

lawsuit, it intends to vigorously 

defend against both the original 

and the amended lawsuit.

Outlook
Looking ahead, we expect that we will

see an easing of the difficult trading

conditions which have characterised

the last three years although we still

expect conditions to remain tough in

the first half of the year. Also, because

the implementation period for many of

our products is several months, there

will be a time lag before increased sales

activity filters through into additional

rental revenue for royalblue and this will

continue to affect royalblue’s revenue

into 2004. However, we are continuing

to develop an unprecedented number

of new products across the whole

range of our business and still believe

that our strategy of offering an

integrated platform combining trading

services (transactional), market data

and connectivity will prove a unique

and valuable proposition in the global

trading markets. The success of this

range of services will continue to

ensure that we experience strong

growth in recurring revenue with the

increased stability that this provides. 

As noted at the half year, we believe

that the consultancy business in our

sector has changed permanently and

that our business model will further

encourage this change. As a result we

believe we may see a further decline in

consultancy revenue in the first half of

2004 although we expect this to be less

severe than that experienced in 2003.

Overall, we anticipate that a return to

growth of both revenue and profit will

be possible for the year as a whole.

We will continue our product

development programme, and will

maintain the investment in our core

product set so that we can continue

to bring more and better products to

market. In addition, we will continue

with more business expansions, such

as the fidessa workstation,

fidessaExpress and the market data

initiatives, which move us into new

market areas. These developments

may take the form of an acquisition or,

alternatively, as with our workstation,

where we can achieve better results 

or offer better value through direct

development, we will use this approach.

Overall, we still believe that we are

exceptionally well positioned within 

a dynamic and long-term market 

and that the unique proposition 

and business model royalblue has

developed will continue to provide 

a strong basis for long-term growth.

The Board is
recommending a special
dividend of 25.3p which
would return £8.0 million
of the cash balance to
shareholders.



Operations Review
Despite difficult market conditions in 2003, we have continued
to make good progress in our core business, accelerating our
development programme and launching a number of exciting
new products.

Despite difficult market conditions 

in 2003, we have continued to make

good progress in our core business,

accelerating our development

programme and launching a number

of exciting new products. These

products expand our offerings across

the whole range of our activities and

include fidessa workstation, fidessa

BEAM (our basket execution and

management product), DANA (Data

Access for North America), CAMA

(Canadian Market Access) and

fidessaExpress, our global

connectivity network.

Sales of our US domestic trading

solutions have continued strongly,

culminating in the signing of a $24

million deal with Merrill Lynch, of

which $9.5 million reflects the

investment in the new US domestic

system. This high profile deal affirms

fidessa as the clear market leader for

US domestic trading and royalblue

will be working closely with Merrill

Lynch to ensure that the lead fidessa

has established is maintained. In

addition to the deal with Merrill Lynch

we have also signed 10 new deals for

service-managed fidessa systems.

This is double the number of deals

signed in the US in 2002. As a 

result our share of the US market is

increasing and we estimate that in

2003 a little over 5% of US domestic

OTC (NASDAQ) share volumes passed

through fidessa systems. We expect

this percentage to rise as we progress

towards establishing fidessa as the 

de facto standard for US domestic

equity trading.

In Europe we have signed a further 

12 new deals for service-managed

fidessa systems compared to 3 last

year. This includes one with CDC IXIS

Securities for an implementation

based in Paris, which represents our

first service-managed fidessa deal in

mainland Europe. It also includes the

first deal we have signed in the UK to

move an enterprise customer across

to our service-managed model. This

customer, who used to run a large

fidessa implementation in-house, 

has now outsourced the running of

the entire system to royalblue whilst

maintaining the flexibility that is

essential to a large trading operation.

In addition to the growth in the

number of customers signing for our

service-managed fidessa solution, we

are also seeing a marked increase in

the volume of orders and executions

flowing through the service. This has

been particularly true of executions,

which rose sharply with the go live 

of systems supporting the wholesale

business. As a result the peak number

of executions processed by the

fidessa service in one month rose to

nearly 1.3 million, up from 325,000

last year.

The quality of revenue
continues to strengthen

with the recurring revenue
from licence rentals,

service-managed delivery,
workstation and

maintenance now
accounting for 52% of the

total, up from 39% in
2002 and 26% in 2001. 
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In both the US and Europe we are

seeing an increasing convergence of

our enterprise business (where large

systems are typically managed in-

house by our customers) and our

service-managed offering. This is being

driven by a number of considerations

including the costs our customers incur

in managing the increasingly complex

infrastructure required to support 

a modern trading operation 

combined with the increasing level 

of sophistication royalblue is able 

to offer through service-managed

fidessa. As a result the structure of 

our business is gradually adapting as

we put facilities in place to best service

these new requirements.

Europe
In Europe we have seen continued

focus from clients on the automation

of the complete lifecycle from

Indications of Interest (IoIs), through

Order Processing to Trade Adverts

(TAs). As a result the number of

destinations, including both direct 

and indirect networks, has continued

to grow, resulting in more pressure 

to automate more of the business

process flows. This has benefited our

new fidessaExpress offering which

went live during the first half of 2003.

fidessaExpress is now firmly

established in both London and New

York and the latest release is being

deployed to facilitate connectivity 

to a number of remote brokers over

FIX (the industry standard Financial

Information eXchange protocol).

During the second half, royalblue has

focused on encouraging firms to use

fidessaExpress as a connectivity

solution to provide access to remote

markets where they do not have their

own memberships. This is a critical

activity within our strategy in order to

gain critical mass as an inter-broker

medium as well as a buy-side to sell-

side connectivity solution. We have

now signed contracts to provide

access to 10 markets through three

brokers in this way, which we believe

will be a key milestone in establishing

this critical mass.

The new fidessaExpress IoI and TA

service has also gone live managing

the delivery of IoIs and TAs to buy-

side clients over the third party

networks from Bloomberg, Autex 

and Thomson Financial. This service

allows IoIs and TAs to be managed

directly from the orders and trades

flowing through fidessa.

The fidessa workstation has been

rolled out to 24 customers providing

London market data, news, company

fundamentals, alerting and charting.

The clients who have selected the

fidessa workstation come from a 

wide market segment covering both 

the buy-side and sell-side and include

integrated houses, retail brokers,

institutional brokers, market-makers,

corporate finance, IDBs, fund managers

and asset managers. The latest release

of the workstation, which was delivered

in Q4, also provides access to RSPs

(Retail Service Providers) and the

London SETS market, enabling users to

trade on the market as well as viewing

the market data.

Significant further development of the

fidessa workstation is planned during

2004 including the addition of new

modules targeted directly at the buy-

side audience, the addition of buy-side

order entry functionality coupled with

links across the fidessaExpress
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network and Direct Market Access

(DMA) for non-members over the

fidessaExpress remote broker network.

During the second half of 2003 we

started a strategic initiative to become

a pan-European data vendor, which in

addition to allowing expansion of the

fidessa workstation is also a

prerequisite for the implementation 

of a remote broker network. This is 

a significant development but by

leveraging our core real-time

technology we expect to start

delivering level 1 (best bid and offer

prices) and stock data, for all major

European markets, from our central

price service in Q1 of 2004. We

expect to extend the service to deliver

level 2 data (details of all orders and

quotes on the market for a particular

stock) across European markets by

Q3 of 2004.

As we release these new services 

they will integrate in the same way 

as our existing products to form one

seamless offering. As a result we will

be able to provide a single suite of

applications delivering full management

of the order and trading workflow,

integrated access to market data 

for member firms and non-member

firms alike and access to any brokers

or buy-side firms connected to

fidessaExpress. Non-member firms

will be able to view market data from

our central price server and execute

on the market by routing orders to

brokers over fidessaExpress. This

integrated offering will be a unique 

and valuable proposition and will

provide functionality we believe others

in the market will struggle to match.

During 2003 we have continued 

to see evolution of the exchange

systems with major upgrades for the

London Stock Exchange (SETS v6.1)

and Deutsche Börse (Xetra Central

Counter Party) being implemented

across the customer base. Major

upgrades were carried out to core

systems for seven of our customers

with earlier versions of fidessa being

updated to the latest releases. This

included another licence conversion

transferring a one-off licence sold

prior to 2000 to the new rental model.

These upgrades benefit our customers

through access to new functionality

and ensure that their fidessa systems

do not become legacy. It also benefits

royalblue in ensuring that its customer

base is able to take advantage of the

new services it offers as well as

reducing the maintenance cost of 

the systems.

We have also seen a continued

extension of the use of fidessa

within some of our largest customers

and this reflects the benefit these

customers are able to derive from 

an integrated solution. Examples of

these are:

• One customer has upgraded to

EMMA (European Multi-Market

Access) V5 as a result of needing

high performance to support a 

new DMA (Direct Market Access)

business.

• One major bank has migrated from

a strategic, internally developed,

order management system to

fidessa. This new fidessa

implementation will provide

electronic connectivity directly to

over 100 of the bank’s clients.

• Another major bank has

consolidated all of its Paris systems

and business onto fidessa.

• Several major banks have replaced

other vendors used for European

market access in favour of a single

fidessa solution.

• Many customers have extended

their buy-side connectivity through

fidessaExpress.

During the year, the majority of

fidessa customers whose rental or

service contracts have expired have

renewed them. However, two smaller

service-managed fidessa customers

have ceased use of the service, as

they no longer have significant equity

trading operations.

North America
In North America, we have continued

to make good progress with revenue

increasing by 29%. We signed our

largest US domestic order to date

with Merrill Lynch who have now

standardised on fidessa as their

global securities trading platform. 

The fidessa workstation
has been rolled out to 24

customers providing
London market data,

news, company
fundamentals, alerting

and charting. 
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Our fidessaMontage product, which

allows traders to access a wide

variety of liquidity pools whilst fully

integrating with internal order

management, coupled with our 

market leading support for the 

US listed market (NYSE) were

instrumental in winning this deal.

In addition, we have signed a further

10 orders for our US domestic service-

managed fidessa offering and have 

a strong pipeline of prospects going

forward. One of these orders was for

Brokerage America, a wholesaler and

one of the largest NASDAQ market-

makers, making a market in over 3,000

securities. This system is the largest

service-managed fidessa system

implemented to date and is sized to

handle execution volumes peaking at

over 75,000 orders per day. The new

fidessa V5 architecture was essential

to ensure that this system could meet

and exceed the volume expectation 

of this client. We have also succeeded

in closing our first licence conversion,

upgrading one of our earliest

customers in the US to the new

fidessa V5 platform and switching

them across from their original 

one-off licence to the new rental

licence model.

The first version of our Basket

Execution and Management (BEAM)

application was released in Q4. This

has been very well received across

the markets not only for execution of

baskets but also for management of

single stock trading. BEAM leverages

the fidessa order management

platform and is the first program

trading application in the market to

provide this level of tight integration

with order management. This is a

particular advantage when trading

baskets across multiple markets as

fidessa’s order management allows

seamless control of orders across 

the markets and this is exploited 

by BEAM to allow baskets to be

managed seamlessly in the same 

way. We have already received our

first US order for BEAM and expect

the pipeline to continue to grow.

Our new products have worked well 

in giving us a unique offering and the

ability to roll up several disparate

functional areas into a single

integrated solution. We have seen 

an example of this at Harris Nesbitt

Gerard where a single fidessa

implementation has been selected 

to replace four individual systems

currently used by the client. The

systems replaced are their current

OTC (NASDAQ) order management

system, their listed (NYSE) order

management system, their quote

management system and their buy-

side connectivity solution. We are

seeing more of this across the

business where existing fidessa

customers are now taking additional

fidessa services (such as IMAR –

Indications of Interest Management) 

to replace other systems that were 

not previously integrated into their

business flows. The use of a single

fidessa solution in place of disparate

systems not only provides customers

with a much more integrated solution

but also one which is much more 

cost effective and easier to support

going forward.

Our CAMA product was released during

the year and is now in production with

one of the largest brokers on the

Canadian markets supporting interfaces

to the two Toronto based markets 

(TSX and TVX). Our development of 

The first version of our
Basket Execution and
Management (BEAM)
application was released
in Q4. We have already
received our first US order
for BEAM and expect 
the pipeline to continue 
to grow.
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Canadian market support leaves us well

placed to benefit from closer integration

of the US and Canadian markets. 

A number of US and Canadian firms

have announced intentions to merge

and the Toronto Stock Exchange has

announced that it will implement a US$

book. We expect this to lead to more

cross border trading which fidessa

will be ideally placed to provide.

Our DANA product was also delivered

during the year providing the first

release of our market data services in

New York. DANA now delivers level 1

pricing for the NASDAQ, NYSE and

Pinksheet markets. DANA will be

enhanced during the year to provide

broader data coverage including level

2 data on NASDAQ. DANA is also the

first fidessa product to go live running

entirely on the Linux platform. DANA

was chosen as the first application to

be developed using parts of the new

fidessa Linux infrastructure because

of the large amount of processor

power required to process the volumes

of data coming from the US markets.

As a result of the general financial

instability of communications and 

data centre providers we started a

migration programme in 2002 to build

and operate our own data centre and

resilient communications network in

the US. This programme is now

complete. The new data centre, based

in New York City, is fully operational

and customers have been migrated

across to this new centre. In addition,

the majority of existing fidessa

customers (and all new customers) 

are now operating on our own

managed communication service. 

Our former primary data centre based

in New Jersey is now our backup data

centre and our former backup data

centre on Long Island has been

closed. An additional data centre is

planned in the US for 2004 to provide

further expansion capacity and

disaster recovery facilities.

In the US market we continue to see

an evolution of the trading model as

firms adapt to SuperMontage and

recognise that there is no longer a

best price from a single exchange.

This has occurred as a number of 

the ECNs (Electronic Communication

Networks) have decided not to

participate in SuperMontage. In

addition, there is a growing drive 

to combine listed and OTC trading

onto the same desk and this benefits

royalblue as one of the first providers

of a fully integrated trading product for

both markets. NASDAQ and the ECNs

have also started to aggress the NYSE

space exploiting the vulnerability of

NYSE caused by recent events.

royalblue was voted the best vendor

in the sell-side Order Management

System category in an independent

survey carried out by Risk Waters

magazine, a specialist publication

focusing on the US securities industry.

According to Risk Waters, the vote

“justifying the company’s claims that

its fidessa system is now the market-

leading trading system chosen by 

a majority of the world’s top-tier

investment firms”. This survey was

focused specifically on US domestic

trading products, and royalblue’s win

underlines the progress being made 

in establishing fidessa as the de facto

standard for US domestic trading.

Asia
Trading conditions throughout Asia

were extremely difficult in the first 

half of 2003. As a result of these

In North America, we
have continued to make
good progress with
revenue increasing 
by 29%.
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conditions, royalblue reduced its

headcount in its Hong Kong office to

ensure that costs remained aligned

with expected revenue from the

installed customer base. In the

second half we have seen an

improvement across the region 

and particularly in Japan.

In Hong Kong our primary focus has

continued to be to help customers

reduce the costs associated with

handling order flow and providing

support for the Australian markets,

which have been amongst the best

performing markets in the region in

2003. This has manifested in a number

of initiatives looking at the use of FIX

to make connectivity easier between

the buy-side and the sell-side and in

providing direct connectivity to the

Australian exchange. 

In Japan renewed market activity has

stirred interest in re-evaluating the

benefits of retiring older domestic

systems, many of which are around

five or more years old. These systems,

although functionally rich, are

struggling with the additional volumes

and suffering from increasingly high

maintenance costs. We have continued

with localisation of the product

providing Japanese language versions,

Japanese trade reporting models and

a Japanese market-making product.

We have also heightened our market

profile through a number of seminars

and trade shows, which have

extended our contacts in the

Japanese domestic market. As a

result we have signed a substantial

order with Shinko Securities, one of

the top five domestic brokerages, for

a fidessa system to support their

local trading requirements. Shinko is

affiliated with Mizuho Securities (an

existing royalblue customer and the

largest domestic brokerage) and the

deal with Shinko reflects Mizuho’s

view that fidessa is the best and 

most scalable trading platform in the

Japanese market.

As trading systems in Asia are typically

used on exchanges for multiple asset

classes including cash equity, equity

derivatives and convertible instruments

with equity underlying, royalblue has

continued to invest in the development

of support of equity derivatives.

Further product releases are planned

in 2004 which will extend support for

derivatives still further.

During 2003 we have seen a retraction

of foreign members (European and US

investment banks) from the Japanese

market but this has been balanced by

some growth amongst the domestic

firms. This, coupled with the go-live 

of our order management product,

OMAR V5, and the continuing

expansion in pan-Asian trading out of

Japan has meant that overall we have

seen a slight increase in the total

number of fidessa users in the region.

Overall, our continued investment in

the region coupled with the growth of

transaction volumes in the Japanese

market continues to leave us well

positioned for an eventual recovery 

in the Asian markets.

We have also heightened
our market profile through
a number of seminars and
trade shows, which have
extended our contacts 
in the Japanese 
domestic market.
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Revenue
Revenue has decreased by 1% to

£56.5 million (2002 £57.0 million) 

with fidessa licence rental revenue

growing by 32%, service-managed

fidessa revenue growing by 77% 

and consultancy revenue declining by

25%. The quality of revenue continues

to strengthen with the recurring

revenue from licence rentals, service-

managed delivery, workstation and

maintenance now accounting for 52%

of the total, up from 39% in 2002 and

26% in 2001. Overseas revenue now

accounts for 58% of the total, with 

the US being the largest element

accounting for 42% of revenue.

Earnings
Operating profit before exceptional

items decreased 5% to £7.8 million

(2002 £8.2 million), achieving an

operating margin of 13.8% (2002

14.4%). In the year we launched the

fidessa Workstation incurring £0.8m

of expenditure on the business

development of this new revenue

stream. Excluding this cost of

investment in the new fidessa

Workstation business, our costs 

have decreased by 2%. 

We continue to put a high priority on

the further development of the fidessa

suite of software products. In pursuit

of this 21% (2002 18%) of our staff are

dedicated to product development. All

expenditure on product development

is fully expensed through the profit 

and loss account as incurred.

In July we received the second £0.5

million of loan note repayment from

Touchpaper, the help desk business

divested in 2001. The loan note had

been written off at the time of the

divestment and so the receipt is a

gain in the year and is treated as 

an exceptional item.

Interest income has grown to £1.1

million, from £0.6 million, being

boosted by the larger cash balances

and £0.4 million (2002 £0.2 million)

from interest receipts on the

Touchpaper loan notes.

Impact of Exchange 
Rate Movements
In 2003 there was considerable

volatility in foreign currency exchange

rates. Their impact on royalblue has

been limited due to the natural hedge

of costs incurred in the same currency

that revenue is generated in. At

constant exchange rates for the year

our revenue would have been £0.3

million greater, so revenue would have

been flat rather than a 1% decrease,

and our operating profit £0.2 million

greater, so operating profit would 

have been down 2% rather than 5%. 

Taxation
The overall effective tax rate for the

year is 20.4% (2002 20.2%). However,

this includes items that will not recur

or are unpredictable year to year, and

the effective tax rate adjusted in the

same manner as earnings per share is

31.0% (2002 29.9%). The tax rate has

benefited from tax incentives in New

York following the World Trade Center

disaster, R&D tax credits in the UK

and statutory deductions for share

options exercised by employees. 

The R&D tax credits and the statutory

deductions for share options will

continue to benefit future years.

However, the value of the statutory

deductions for share options will be

unpredictable year to year.

The quality of revenue continues to strengthen with the recurring 
revenue from licence rentals, service-managed delivery, workstation 
and maintenance now accounting for 52% of the total.

We continue to put a 
high priority on the further
development of the fidessa
suite of software products.
In pursuit of this 21% of 
our staff are dedicated to
product development.
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Earnings per share
The diluted earnings per share

adjusted to exclude exceptional items

and tax deduction for share options

exercised by employees decreased 

by 3% to 19.2p (2002 19.7p). The

directors believe that the adjusted

diluted earnings per share calculation

gives a more meaningful measurement

of the performance of the underlying

business. The unadjusted diluted

earnings per share decreased by 29%

to 23.4p (2002 32.9p), the earnings for

2002 including the gain from the sale

of the associated undertaking.

Dividends
Due to the level of the cash balances

in the business, the Board has

reviewed the dividend policy and is

proposing an enhancement to the

annual dividend rate. The Board is

recommending a final dividend of

6.15p per share so that the total

dividend per share for 2003 amounts

to 8.0p, an increase of 51% over the

total dividend per share for 2002. 

The Board expects to maintain the

dividend cover at around this level 

in the future. In addition to the final

dividend the Board is recommending

a special dividend of 25.3p per share,

returning £8.0 million of the cash

balance to shareholders. Subject 

to shareholder approval, the final

dividend and the special dividend 

will be paid on 7th June 2004 to

shareholders on the register on 7th

May 2004.

Trade Debtors
Trade debtors at 31st December 2003

were £10.4 million. This compares to

£10.3 million at 31st December 2002

and reflects the continued focus on

cash management.

Accrued Income and
Deferred Income
The accrued income balance was £0.2

million at the end of 2003 compared

to £0.3 million at the end of 2002. 

The deferred income balance was

£6.2 million at 31st December 2003

compared to £5.2 million at the end 

of 2002. Overall, taking the net of

deferred and accrued income

balances, this is a stronger position

entering the new year than we had 

at the start of 2003.

New Accounting
Standards
In November 2003 the Accounting

Standards Board published Application

Note G to Financial Reporting Standard

5 Revenue Recognition. Compliance

with the new standard is mandatory for

accounting periods ending on or after

23rd December 2003. The application

note contains basic principles regarding

the recognition and measurement of

revenue and provides guidance on the

revenue to be recognised in certain

circumstances. The new standard has

resulted in no changes to our revenue

recognition policy. 

Cash and Treasury Policy
The cash balance increased in the

year to £28.5 million from £22.7

million. Of this increase, £5.3 million

was generated from normal activities

and £0.5 million arose from the

exceptional loan note repayment. The

cash generated from normal activities

was achieved after spending £3.0

million (2002 £1.8 million) on capital

expenditure, £1.7 million (2002 £1.5

million) on dividends and £2.7 million

(2002 £2.8 million) on corporation tax. 

The cash balance was predominantly

in sterling with other currency

holdings being US dollars, Euros,

Japanese Yen and Hong Kong Dollars.

Details of the cash balance in each

currency can be found in note 14 to

these financial statements. It is the

Group’s policy to minimise its holdings

of foreign currency and to, wherever

possible, match cash in-flows and

out-flows in a foreign currency. The

Group has not entered into hedging

contracts for either cash or net

investment positions denominated 

in foreign currencies. The Group has

no undrawn borrowing facilities.

In addition to the final
dividend the Board 
is recommending a
special dividend of 
25.3p per share, returning
£8.0 million of the cash
balance to shareholders.

Finance Review
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Compliance with the
Combined Code
In July 2003 “The Combined Code On

Corporate Governance” was issued

and it will supersede and replace the

Combined Code issued by the Hampel

Committee on Corporate Governance

in June 1998. It derives from a review

of the role and effectiveness of non-

executive directors by Derek Higgs

and a review of audit committees by 

a group led by Robert Smith. The new

code establishes a number of new

principles for companies to comply

with or provide an explanation where

they diverge from the code. The new

code is applicable to reporting periods

beginning on or after 1st November

2003. 

royalblue is committed to high

standards of corporate governance. 

In respect of the year ended 31st

December 2003 the Company has

complied with The Principles of Good

Governance set out by the Financial

Services Authority in Section 1 of the

Combined Code with the exception

that there was only one independent

non-executive director. A search for

two independent non-executive

directors has been initiated. The

Board believes that it is well advanced

in meeting the additional corporate

governance requirements for the

reporting period that commenced 

on 1st January 2004. 

The Board
The Company is controlled through 

the Board which at 31st December

2003 comprised the chairman, two

executive directors and three non-

executive directors. After formal

review, the Board has determined 

that due to length of service only 

one of the non-executive directors is

independent according to the terms

defined by the new Combined Code

and a search for two independent non-

executive directors has been initiated

by the Nominations Committee (see

below) using an outside firm of

recruitment consultants. 

The Board meets formally on a regular

basis to review trading performance

and forecasts, to review strategy,

policy and risk and to oversee

appropriate shareholder reporting.

During 2003 the Board met on seven

scheduled occasions for this purpose.

In addition, several impromptu Board

Meetings occurred to consider

specific issues. The Board is

responsible for the Group’s system 

of corporate governance. The Board

delegates operational control to the

executive directors. A procedure

exists to allow the directors to seek

independent legal advice in respect 

of their duties at the Company’s

expense where the circumstances are

appropriate. All directors have access

to the Company Secretary for his

advice and services. The following

committees deal with specific aspects

of the Group’s affairs:

Audit Committee

The Audit Committee, which is chaired

by CM Amies, comprises the non-

executive directors, CM Amies and LH

Liebman. It has met twice with the

external auditors during the year. The

Chairman and executive directors

were invited to attend for part of these

meetings. The committee reviews the

interim and annual reports from the

external auditors and has reviewed

the representation letters in respect 

of the annual audit. The committee

has met and reviewed the terms of

reference, scope, programme and

reports of the internal audit function.

The committee focuses the activity 

of the internal audit function on those

areas where they consider there to 

be the greatest risk.

Nominations Committee

During the year the Board formed a

Nominations Committee. It currently

comprises CM Amies, JR Hamer 

and CJF Aspinwall. The committee 

is undertaking the search for new

independent non-executive directors

and will formally report to the Board

with its recommendations.

Dialogue with Shareholders

The Company values the views of its

shareholders and recognises their

interests in the Company’s strategy

and performance. The Chief Executive

and Finance Director hold briefing

meetings with analysts and

institutional shareholders, primarily

following the announcement of interim

and preliminary results but also at

other times during the year as may 

be suitable. The Chief Executive and

Finance Director provide feedback 

to the Board from these briefing

meetings. Communication with private

investors is through the Annual

Report, the Interim Report and the

Annual General Meeting. Financial 

and other information is made

available on the company’s web site,

www.royalblue.com, which is regularly

updated. The Board undertakes and

commissions additional research

activity to ensure that it has a good

understanding of the views of major

shareholders. During the year the

Chairman and Senior Non-Executive

Director visited several of the major

shareholders and the Association of

British Insurers (ABI) to discuss

corporate governance, remuneration

and other subjects. It is expected that

such visits will be undertaken in the

future as and when required.

Feedback from these visits was

provided to the Board. The Board also

obtains formal feedback from analysts

and institutional shareholders through

the Company’s PR adviser and

financial adviser.
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Going Concern

Having reviewed the future plans 

and projections for the business, the

directors believe that the Company

and its subsidiary undertakings have

adequate resources to continue in

operational existence for the

foreseeable future. For this reason,

they continue to adopt the going

concern basis in preparing the

financial statements.

Internal Control

The Board is ultimately responsible for

the Group’s system of internal control

and for reviewing its effectiveness.

However, such a system is designed 

to manage rather than eliminate the

risk of failure to achieve business

objectives, and can provide only

reasonable and not absolute assurance

against material misstatement or loss.

The Combined Code requires that

directors review the effectiveness 

of the Group’s system of internal

controls, including those of an

operational and compliance nature, 

as well as internal financial controls. 

The Board is of the view that there is

an ongoing process for identifying,

evaluating and managing the Group’s

significant risks and that this has been

in place for the period under review

and up to the date of approval of 

the Annual Report. The Board’s

agenda includes a regular item for

consideration of risk and control, and

any actions that may be considered

necessary, and it receives reports

thereon from the executive directors.

There is a formal schedule of matters

reserved for the decision of the Board

that covers key areas of the Group’s

affairs. The schedule includes

activities such as acquisitions 

and disposals, material financial

commitments and the release 

of price sensitive information. 

Management is responsible for the

identification and evaluation of

significant risks applicable to their

areas of business together with the

design and operation of suitable

internal controls. These risks are

assessed on a continual basis and

may be associated with a variety of

internal or external sources including

competition, control breakdowns,

disruption in information systems,

natural catastrophe and regulatory

requirements. A process of control

assessment and reporting is

established and defined in the Group’s

Quality Management System. This

system is independently audited to

ISO quality standard 9001:2000

(TickIT) on a regular basis. There 

are clearly documented internal

procedures in place and these include

authority limits. The treasury function

operates within guidelines established

by the Board. 

A comprehensive budgetary process

is completed once a year and is

reviewed and approved by the Board.

An updated forecast is regularly

prepared throughout the year. The

operating results are reported monthly

to the Board and compared to the

budget and latest forecast as

appropriate. The Company reports 

to its shareholders twice a year. 

Auditor Independence

The Board has considered the issue 

of external auditor independence and

is satisfied that independence has

been maintained. During the year

there was a change of Audit Manager

due to the length of service of the

previous manager. During the period

non-audit work undertaken by the

auditor has been limited to the

preparation of tax returns, preparation

of monthly payroll for one region and

tax compliance advice. Board

approval is required before the

external auditors can undertake any

work outside of these activities.

The Audit Committee has considered

the independence of the internal audit

function and is satisfied that

independence has been maintained.

Directors’ Responsibilities

UK company law requires the directors

to prepare financial statements for

each financial year which give a true

and fair view of the state of affairs of

the Company and Group and of the

profit or loss for that period. In

preparing those financial statements,

the directors are required to:

• select suitable accounting policies

and then apply them consistently;

• make judgements and estimates

that are reasonable and prudent;

• state whether applicable accounting

standards have been followed,

subject to any material departures

disclosed and explained in the

financial statements; and

• prepare the financial statements on

the going concern basis unless it is

inappropriate to presume that the

Group will continue in business.

The directors are responsible for

keeping proper accounting records

which disclose with reasonable

accuracy at any time the financial

position of the company and to 

enable them to ensure that the

financial statements comply with 

the Companies Act 1985. They have

general responsibility for taking such

steps as are reasonably open to them

to safeguard the assets of the Group

and to prevent and detect fraud and

other irregularities.
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The directors present their report and the audited financial statements for the Company for the year ended 31st December 2003. These will

be laid before the shareholders at the Annual General Meeting to be held on 27th April 2004.

1. Directors

The directors who served in the year were:

John R Hamer (44), Chairman

John Hamer joined the group in January 1983 and has been involved in all aspects of developing the business: software; financial; sales

and marketing; and management. He has a BSc. Hons in Computer Science from Leeds University. He was Chief Executive of the Group

between 1992 and July 2001 when the Group had multiple business streams, each with its own Chief Executive. John Hamer became

Chairman of the Group in July 2001 when the group focused on the fidessa business by divesting the helpdesk and rostrvm businesses.

The Board considers the Chairman role to be similar to that performed prior to July 2001 when there were multiple businesses and there 

to be no conflict with Chris Aspinwall, the Chief Executive, who was already the Chief Executive of the fidessa business prior to July 2001.

John Hamer is also Chairman of Rolfe and Nolan Group Limited, a leading supplier of software to the global derivatives marketplace. He

has no other material business commitments. 

Chris J F Aspinwall (40), Chief Executive 

Chris Aspinwall joined the group in August 1986 as a software engineer and was appointed to the Board in 1992. He became Chief

Executive of the fidessa business in 1992 and has grown it to its current world leading position. In July 2001 he became Group Chief

Executive. He has a BSc. Hons in Computer Science from York University. 

Andy Malpass (42), Finance Director

Andy Malpass joined the group in 1995 as Finance Director and has over 19 years experience in the software industry, with both private 

and public companies. He has a BA Hons in Accounting and Finance from Lancaster University and is a fellow of the Chartered Institute of

Management Accountants. Andy Malpass retires by rotation at the forthcoming Annual General Meeting and offers himself for re-election.

Colin M Amies (63), Independent Senior Non-Executive Director

Colin Amies joined the group as a non-executive director in September 1995 and was appointed Chairman in May 1996. In July 2001 he

relinquished the role of chairman and became the Senior Non-Executive Director. He has held various board appointments and is currently

the chairman of DCS Group plc, a quoted software products and services company. He has extensive experience in venture capital

focusing on the high-technology sector and also has experience of banking, electronics and telecommunications. The Board has evaluated

whether Colin Amies is still independent due to his length of service with the Company. After considering his experience and approach to

the role the Board determined that he is still independent. Colin Amies retires by rotation at the forthcoming Annual General Meeting and

offers himself for re-election. As this will be his ninth year on the Board he will seek annual re-election from hereon.

Alan D Neilson (46), Non-Executive Director

Alan Neilson joined the group in January 1992. He was the Chief Executive of the helpdesk and rostrvm businesses until September 2000

when he became a non-executive director. He has over 20 years of sales, marketing and general management experience in the software

industry. During the year Alan Neilson has provided additional services to the Group. These services related to the initial marketing strategy

and sales development of the new fidessa Workstation product. These additional services have now ceased. 

Leon H Liebman (63), Non-Executive Director

Leon Liebman was appointed to the Board in July 1992. He has founded and developed a number of businesses in the IT sector and holds

a variety of other board appointments. He is a member of the Board of Advisors of Enercap, a US based energy information company. Leon

Liebman will step down from the Board when a new independent non-executive director is appointed.

2. Principal activities and business review

royalblue provides a range of applications, known collectively as the fidessa trading platform, which automate the front and mid-office business

flows for sell-side firms trading equities in the US, European, Japanese and Asian markets. In designing fidessa, royalblue has taken the unique

approach of viewing the trading system from a “workflow automation” perspective. This guiding principle has steered the development of fidessa

to become a set of applications, based on a common infrastructure, each of which automates a specific and well-defined area of business process

flow. Further details of the Group’s primary markets are stated in the Overview and Operations Review commencing on page 6.



17annual report and financial statements 2003

Report of the Directors

3. Results and dividends

The financial results are shown in the consolidated profit and loss account on page 26. A fuller explanation of the results is provided in the

Financial Review commencing on page 12. An interim dividend of 1.85p per ordinary share was paid on 6th October 2003. The directors

propose a final dividend of 6.15p per ordinary share and a special dividend of 25.3p per ordinary share. The final and special dividend, if

approved by shareholders, will be paid on 7th June 2004 to shareholders on the register at the close of business on 7th May 2004.

4. Principal shareholders

The following have notified the company as being interested in 3% or more of the Company’s issued ordinary share capital as at 6th

February 2004.

Percentage of issued

Ordinary 10p shares share capital 

Deutsche Bank AG 3,840,804 11.8%

Aviva plc 2,150,742 6.6%

FMR Corp and Fidelity International Limited 1,702,074 5.2%

Standard Life Investments 1,522,155 4.7%

Legal & General Group Plc 1,339,602 4.1%

CJ Sharples 1,300,352 4.0%

DA Taylor 1,036,549 3.2%

CJF Aspinwall 1,024,774 3.1%

royalblue group plc Employee Benefit Trust 1,004,838 3.1%

5. Authority to purchase own shares

At the Annual General Meeting of the Company held on 3rd April 2003 shareholders approved a general authority for the Company to re-

purchase up to 4,709,965 ordinary shares in the market. This represented 14.99 per cent. of the Company’s issued ordinary share capital 

at the time. No purchase of shares has been made pursuant to this authority, and there is no present intention to use such authority, but 

the Directors consider it desirable that the possibility of making such purchases under appropriate circumstances remains available. It is

anticipated that the renewal of this authority will be requested at the forthcoming Annual General Meeting.

6. The royalblue group plc Employee Benefit Trust

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

independent, professional trustee, RBC Trustees (Guernsey) Limited, and is currently financed by advances from the Group. All rights to

dividends have been waived. The costs of administering the Employee Benefit Trust are charged to the profit and loss account as incurred.

The trust acquired its shares in the Company for use in connection with the Company’s Performance Related Share Plan in the placing for

the flotation in June 1997. In addition, the trust can purchase the Company’s shares in the market for the same purpose. The Remuneration

Committee determines the grant of share options to employees.

7. The royalblue group plc Share Bonus Trust

The royalblue group plc Share Bonus Trust is a discretionary trust established for the benefit of participants in the royalblue group plc Share

Bonus Plan. It has an independent, professional trustee, Kleinwort Benson (Jersey) Trustees Limited, and is currently financed by advances

from the Group. All rights to dividends have been waived. The costs of administering the trust are charged to the profit and loss account as

incurred. The trust acquires its shares in the Company from the market at the same time as participants in the Share Bonus Plan acquire

their participating shares. During the year the trust acquired 70,003 ordinary shares of 10p in the Company for a consideration of £345,000.

The trusts maximum holding in the year was 70,003 ordinary shares. The trust purchases shares to match purchases and provide a National

Insurance Contribution hedge against purchases of ordinary shares by participants in the royalblue group plc Share Bonus Plan.
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8. Research and development

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

functionality, quality and competitive position of its business software products. During the year 21% (2002 18%) of staff were dedicated 

to product development at an expense of £6,822,000 (2002 £6,048,000). This is measured on a direct cost only basis with no overheads

allocated. No research and development costs are capitalised, all being expensed in the Profit and Loss Account in the year incurred.

9. Employment policies

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

staff regardless of colour, nationality, sex, marital status, sexual orientation, age, religion, disability or any other characteristic protected by

law. Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of the applicant concerned.

Wherever possible the employment of employees who become disabled will be continued and appropriate training and career development

will be offered.

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

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

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

employees in the Group’s business aims and performance. Any employees with questions or concerns about any type of discrimination,

behaviour or practice at royalblue are encouraged to bring these issues to the attention of their manager. These reports will be investigated

promptly and appropriate action and feedback given to the employee concerned. Any attempt to deter employees from raising proper

concerns will be treated as a serious disciplinary offence.

10. Environmental, social and ethics policy

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

environmental policy is to meet and where practical exceed the statutory requirements placed upon it. The focus is on:

• Reducing the waste produced, encouraging recycling particularly in the use of paper, electrical and electronic equipment. 

• Taking reasonable steps to ensure that purchases are from suppliers who are reputable and who have appropriate policies and practices. 

• Disposing of waste in an environmentally sensitive manner. 

• Adopting energy efficient practices wherever possible. 

The Group has adopted a code of conduct including a code of ethics that encourages our employees to follow principles of good business

and social behaviour. This is published to all employees.

11. Donations

The total amount of charitable donations made by the Group during 2003 was nil (2002 £6,000). There were no political donations.

12. Payments to creditors

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

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

accordance with the agreed terms and conditions. As at 31st December 2003 the number of days of annual purchases represented by 

the year end creditors for the Company amounted to 33 days and for the Group amounted to 27 days.

13. Auditors

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

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

By order of the Board

A Malpass

Secretary

6th February 2004
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Introduction

This report has been prepared in accordance with the Directors’ Remuneration Report Regulations 2002 which introduced new statutory

requirements for the disclosure of directors’ remuneration in respect of periods ending on or after 31st December 2002. The report also

meets the relevant requirements of the Listing Rules of the Financial Services Authority and describes how the Board has applied the

Principles of Good governance relating to directors’ remuneration. Consistent with the year ended 31st December 2002, a resolution to

approve the report will be proposed at the Annual General Meeting of the company at which the financial statements will be approved.

The regulations require the auditors to report to the company’s members on the “auditable part” of the Directors’ Remuneration Report 

and to state whether in their opinion that part of the report has been properly prepared in accordance with the Companies Act 1985 

(as amended by the Regulations). The report has therefore been divided into separate sections for audited and unaudited information.

Unaudited information

Remuneration Committee

The Remuneration Committee was chaired by Leon Liebman until 30th June 2003. Following the Board’s evaluation of the independence 

of its non-executive directors Colin Amies was appointed Chairman of the committee with effect from 1st July 2003. LH Liebman and CM

Amies continue to be the members of the committee and they meet to formally consider remuneration issues at least once a year. None 

of the members of the committee has any personal financial interest, other than as shareholders, conflicts of interest arising from cross-

directorships or day-to-day involvement in running the business. The committee is responsible for determining the remuneration, other

benefits and terms of employment, including performance-related bonus schemes and share option schemes, for the executive directors.

The committee has access to external advisers if and as necessary.

Remuneration policy

The Remuneration Committee determines the remuneration of the executive directors after consulting with the Chairman and Chief

Executive. The committee reviews individual’s performance and takes account of comparative market data from other companies in the IT

sector. The Remuneration Committee believes that the executive directors should be rewarded fairly, competitively and at a similar level to

directors in comparable companies and at a level that will attract, motivate and retain directors of an appropriate calibre. The Group’s policy

is that a substantial proportion of the remuneration of the executive directors should be performance related. Therefore the remuneration of

the executive directors is characterised by lower base salary, which has been unchanged since January 2001, and greater weighting to

performance related bonus than for comparative companies. The overall package, which will be reviewed on a regular basis, may contain

any of the following elements:

• A base salary

• Performance-related bonus payments

• Other benefits

• Share based incentives

Basic salary

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

salaries.

Bonus

The company operates a performance-related bonus scheme for executive directors. CJF Aspinwall is entitled to a bonus based on the

Group’s profits before taxation excluding exceptional items. The terms of the bonus will be reviewed if there is a material acquisition in any

period. The bonus is subject to an upper limit of four times base salary. A Malpass is entitled to a bonus subject to performance against a

series of financial and management objectives and also subject to the discretion of the Remuneration Committee. The bonus is capped at

not more than 150% of base salary. JR Hamer is not eligible to a bonus.

Pension and other benefits

At the start of the period JR Hamer was entitled to a contribution to his personal pension scheme. During the year this entitlement has

ceased. No other director is eligible to a pension contribution.

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

Share options are granted on the recommendation of the Remuneration Committee on a discretionary basis. The schemes are used to

provide long term incentives to the recipients to assist in creating and sustaining growth in share value. Prior to the listing of the Company

on the London Stock Exchange all share options granted had performance conditions linked to the value of the Group at listing and

continued employment for a period of up to four years after listing. These share options expire in 2004. Share options granted since the

Group has been listed are conditional on continued employment of three and four years after the grant of the option. These share options

have been granted periodically, typically once each year to eligible employees. The Company has shareholder approval for share options 

of up to 10% of the issued ordinary share capital subsequent to the listing on the London Stock Exchange. At 31st December 2003 these

outstanding share options represented 7.1% of the issued share capital. The committee believes that the use of share options has been a

material contributor to the growth and success of royalblue. It further believes that to continue the success of the share option schemes

their vesting should be solely conditional on continued employment. Share options are granted to all employees subject to an initial period

of employment. Executive directors participate in the Share Bonus Plan and do not receive grants of share options. In any financial year a

participant in the Share Bonus Plan is ineligible to a grant of share options.

Share bonus plan

At the 2003 Annual General Meeting shareholders approved the creation of the royalblue group plc Share Bonus Plan. In summary, the 

plan allows the Company to make awards to executive directors and senior managers (“a participant”). An award provides that, should a

participant purchase ordinary shares in the Company, then they have the opportunity to receive a share bonus. A share bonus constitutes

the right, subject to certain vesting conditions, to call for free matching shares. The maximum number of free matching shares comprised 

in a share bonus is equal to the number of shares purchased by the participant. The maximum value of shares which any one participant is

permitted to acquire under an award is limited to £100,000. Initial awards from the plan were made to senior managers, but not to directors,

and the only performance condition on these awards was continued employment for a period of three years. 

Following feedback from and discussion with major shareholders an Extraordinary General Meeting was held in October 2003 to propose

the addition of performance conditions to the Share Bonus Plan. The Extraordinary General meeting overwhelmingly approved the

proposals with 99% of votes cast approving the changes and 67% of the issued shares casting a vote. For all awards from the Share

Bonus Plan subsequent to the Extraordinary General Meeting a participant’s right to a share bonus will vest subject to and to the extent 

that a combination of four performance conditions are satisfied as follows:

• the Company achieving compound annual growth in earnings per share in excess of defined hurdles over a period of three financial

years, commencing with the financial year in respect of which an award is made. In relation to awards made in respect of the financial

year ended 31 December 2003 the specified hurdle rates are: 

(i) if compound annual growth in EPS is equal to or greater than UK retail price index (“RPI”) plus 3% but less than RPI plus 4% then

6.25% of the Share Bonus shall vest;

(ii) if compound annual growth in EPS is equal to or greater than UK RPI plus 4% but less than RPI plus 5% then 12.5% of the Share

Bonus shall vest;

(iii) if compound annual growth in EPS equal to or greater than UK RPI plus 5% but less than RPI plus 6% then 18.75% of the Share

Bonus shall vest;

(iv) if compound annual growth in EPS equal to or greater than UK RPI plus 6% then 25% of the Share Bonus shall vest;

• the Company achieving an objective business development target. The nature of this target will not, necessarily, be a measure of the

financial performance of the Company and will be determined by the Remuneration Committee from time to time. If this condition is fully

satisfied, then 25% of the Share Bonus will vest;

• the Company achieving compound annual growth in total shareholder return (“TSR”), the share price plus the cumulative dividends over

the period, in excess of defined hurdles over a period of three financial years commencing with the financial year in respect of which an

award has been made. In relation to awards made in respect of the financial year ended 31 December 2003 the specified hurdle rates are:

(i) if compound annual growth in TSR is more than 3% but less than or equal to 5% then 6.25% of the Share Bonus shall vest;

(ii) if compound annual growth in TSR is more than 5% but less than or equal to 7% then 12.5% of the Share Bonus shall vest;

(iii) if compound annual growth in TSR is more than 7% but less than or equal to 9% then 18.75% of the Share Bonus shall vest;

(iv) if compound annual growth in TSR is more than 9% then 25% of the Share Bonus shall vest; and

• continued employment within the Group until the third anniversary of the date on which the participant purchased the shares relating to a

particular award. If this condition is satisfied, then 25% of the Share Bonus shall vest.
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The final performance condition is an overriding performance condition. Therefore, it must be satisfied in order for any of the other

performance conditions to be satisfied. The Remuneration Committee will set performance conditions in accordance with the structure set

out above at the time awards are made to participants. Performance conditions relating to awards made in relation to each subsequent

financial year cannot be less challenging than those relating to the immediately preceding financial year.

In exceptional circumstances, where events occur which cause the Remuneration Committee to reasonably believe that some or all of the

performance condition relating to an award are no longer fair (taking into account the original purpose of the performance condition(s)), then

the Remuneration Committee may procure that a recommendation be made to the trustee of the plan for the performance condition to be

amended or waived in such manner as the Remuneration Committee believes to be fair and reasonable provided that the amended

performance condition is not easier or more difficult to achieve than the original performance condition was considered to be when it was

first set.

Where a change of control event occurs prior to the vesting of a share bonus, the Remuneration Committee shall procure that a

recommendation is made to the trustee in relation to the extent to which a share bonus should vest on the occurrence of the change 

of control event. The Remuneration Committee must make such recommendation taking into account the amount of progress made by 

the Company towards achieving the performance conditions as at the time of the change of control, the extent and likelihood of the

performance conditions being satisfied by the date on which the share bonus would have vested in the absence of the change of control

event occurring and any other relevant factors which the Remuneration Committee considers, in its absolute discretion, to be relevant (such

as time elapsed since an award was made).

Service contracts

The contracts of service for CJF Aspinwall and A Malpass are for an indefinite term providing for 12 months’ notice by either party. These

contracts were entered into on 2nd June 1997 and amended on 3rd October 2003. In the event of termination the director is eligible to

salary, benefits and bonus accrued during the notice period and payable in equal monthly instalments subject to the director using

reasonable endeavours to obtain suitable alternative employment.

All other contracts of service under which the directors are employed are for an indefinite term providing for six months’ notice by either

party. With the exception of Alan Neilson, whose service contract was entered into on 5th September 2000, these director service contracts

were entered into on 2nd June 1997. All directors are subject to re-election every three years and, on appointment, at the first Annual

General Meeting after appointment. 

Any new non-executive director appointments will be subject to terms following the principles in The Combined Code On Corporate

Governance published in July 2003.

Non-executive fees

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

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

participation in other share based incentives.

Interests in contracts

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

Total shareholder return performance graph

The Directors’ Remuneration Report Regulations 2002 require the presentation of a performance graph of total shareholder return compared

to a broad equity market index for a period of five years. The total shareholder return is the share price plus the cumulative dividends over

the period of the graph. The Board believes that the TechMARK 100 Index, of which royalblue group plc is a constituent, provides the best

benchmark for comparison. However, as the TechMARK 100 Index started in October 1999 the FTSE All-Share Index is also presented on

the performance graph to provide a comparison for the full five years. The share price and the FTSE All-Share Index are both set to 100 at

the start of the five year period and the TechMARK 100 Index is set to the royalblue share price from its commencement in October 1999.
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Audited information

Directors’ remuneration

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

Base fees Additional Pension 

& salaries fees Benefits Bonus contribution Total

Year ended 31st December 2003 £’000 £’000 £’000 £’000 £’000 £’000

Executive

JR Hamer 59 15 1 – 11 86

CJF Aspinwall 150 – 18 402 – 570

A Malpass 135 – 14 124 – 273

Non-executive

CM Amies 30 – – – – 30

LH Liebman 16 – – – – 16

AD Neilson 20 163 1 – – 184

Total 410 178 34 526 11 1,159

Fees in respect of CM Amies were payable to Trychange Limited. 

Pension 

Fees & salaries Benefits Bonus contribution Total

Year ended 31st December 2002 £’000 £’000 £’000 £’000 £’000

Executive

JR Hamer 127 1 – 23 151

CJF Aspinwall 150 23 398 – 571

A Malpass 135 14 103 – 252

Non-executive

CM Amies 26 – – – 26

LH Liebman 16 – – – 16

AD Neilson 20 1 – – 21

Total 474 39 501 23 1,037
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Directors’ interests

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

31st December 2003 31st December 2002

Number Number

JR Hamer 809,181 808,765

CJF Aspinwall 1,024,753 1,016,189

A Malpass 95,064 47,779

AD Neilson 334,334 223,529

CM Amies 184,020 184,020

LH Liebman 141,402 141,402

Between the 31st December 2003 and the date of this report the interests of JR Hamer, CJF Aspinwall and A Malpass have each increased

by 21 shares as a result of a regular monthly purchase by the royalblue group plc Share Incentive Plan.

Share options and share incentives

The Company has share option schemes whereby employees are able to subscribe for ordinary shares in the Company. The executive

directors participated in the share option schemes in previous years but are now restricted to participation in the Share Bonus Plan. The

interests of the directors in share options are as follows:

Number at Number at Date 

1st January Exercised Granted 31st December Option exercisable Expiry

2003 during year during year 2003 price from date

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

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

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

17.08.2010

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

17.08.2010

AD Neilson 44,400 44,400 – – £0.10 09.06.2000 20.02.2004

144,400 144,400 – – £0.10 09.06.2001 20.02.2004
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The interests of the directors in the Share Bonus Plan are as follows:

Number of shares

conditionally

Total interest awarded during Total interest

in the the year in the Purchase price

Share Bonus to match Share Bonus per share

Plan at employee Plan at of employee

1st January purchases 31st December shares being

2003 of shares 2003 matched

CJF Aspinwall 0 8,148 8,148 485p

A Malpass 0 8,148 8,148 485p

On 12th September 2003 A Malpass exercised options over 64,960 ordinary shares, selling 26,239 of the resulting shares, when the market

price was 497p, making a theoretical gain of £316,000. On 19th September 2003 AD Neilson exercised options over 188,800 ordinary

shares, selling 77,995 of the resulting shares, when the market price was 497.5p, making a theoretical gain of £920,000.

On 21st October 2002 JR Hamer exercised options over 158,640 ordinary shares, retaining all the resulting shares, when the market price

was 203.75p, making a theoretical gain of £307,000. On 21st June 2002 CJF Aspinwall exercised options over 50,000 ordinary shares,

retaining all the resulting shares, when the market price was 292.5p, making a theoretical gain of £141,000. On 23rd October 2002 CJF

Aspinwall exercised options over 100,000 ordinary shares, retaining all the resulting shares. when the market price was 210p, making a

theoretical gain of £200,000. On 19th December 2002 CJF Aspinwall exercised options over 127,920 ordinary shares, retaining all the

resulting shares, when the market price was 201.25p, making a theoretical gain of £245,000. On 28th October 2002 AD Neilson exercised

options over 100,000 ordinary shares, retaining all the resulting shares, when the market price was 233.75p, making a theoretical gain of

£224,000.

The mid-market price of the shares at 31st December 2003 was 507.5p (235p at 31st December 2002) and the range in the year was 210p

to 507.5p.

Approval

This report was approved by the Board on 6th February 2004 and signed on its behalf by:

A Malpass

Secretary

6th February 2004

Remuneration Report
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Independent Auditors’ Report to members
of royalblue group plc

We have audited the financial statements on pages 26 to 43. We have also audited the information in the Directors’ Remuneration Report

that is described as having been audited.

This report is made solely to the company’s members, as a body, in accordance with section 235 of the Companies Act 1985. Our audit

work has been undertaken so that we might state to the company’s members those matters we are required to state to them in an auditor’s

report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the

company and the company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

The directors are responsible for preparing the Annual Report and the Directors’ Remuneration Report. As described on page 15, this

includes responsibility for preparing the financial statements in accordance with applicable United Kingdom law and accounting standards.

Our responsibilities, as independent auditors, are established in the United Kingdom by statute, the Auditing Practices Board, the Listing

Rules of the Financial Services Authority, and by our profession's ethical guidance.

We report to you our opinion as to whether the financial statements give a true and fair view and whether the financial statements and the

part of the Directors’ Remuneration Report to be audited have been properly prepared in accordance with the Companies Act 1985. We

also report to you if, in our opinion, the Report of the Directors is not consistent with the financial statements, if the Company has not kept

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

by law regarding directors' remuneration and transactions with the Group is not disclosed.

We review whether the statement on page 14 reflects the Company's compliance with the seven provisions of the Combined Code

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

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

its risk and control procedures.

We read the other information contained in the Annual Report, including the Corporate Governance statement and the unaudited part of the

Directors’ Remuneration 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.

Basis of audit opinion

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

basis, of evidence relevant to the amounts and disclosures in the financial statements and the part of the Directors’ Remuneration Report to be

audited. It also includes an assessment of the significant estimates and judgements made by the directors in the preparation of the financial

statements, and of whether the accounting policies are appropriate to the Group's circumstances, consistently applied and adequately disclosed.

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

with sufficient evidence to give reasonable assurance that the financial statements and the part of the Directors’ Remuneration Report to be

audited 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 and the part of the Directors’ Remuneration Report to be audited.

Opinion

In our opinion:

• the financial statements give a true and fair view of the state of affairs of the Company and the Group as at 31st December 2003 and of

the profit of the Group for the year then ended; and

• the financial statements and the part of the Directors’ Remuneration Report to be audited have been properly prepared in accordance

with the Companies Act 1985.

KPMG Audit Plc

Chartered Accountants

Registered Auditor

Crawley 

6th February 2004
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Consolidated Profit & Loss Account
for the year ended 31st December 2003

2003 2002

Note £’000 £’000

Turnover 2 56,489 57,006

Operating profit 3 7,822 8,226

Exceptional items

Sale of associated undertaking 6 – 3,683

From sale of operation discontinued in 2001 6 500 500

Profit on ordinary activities before interest 8,322 12,409

Net interest receivable 7 1,103 610

Income from other fixed asset investment 7 – 39

Profit on ordinary activities before tax 9,425 13,058

Tax on profit on ordinary activities 8 (1,920) (2,638)

Profit for the financial year 7,505 10,420

Dividends paid and proposed 9 (10,519) (1,591)

Retained (losses)/profits for the year (3,014) 8,829

Earnings per ordinary 10 pence share 10

Basic – adjusted to exclude exceptional items and tax deduction for share options 

exercised by employees 20.1p 21.2p

Diluted – adjusted to exclude exceptional items and tax deduction for share options 

exercised by employees 19.2p 19.7p

Basic – total operations 24.5p 35.4p

Diluted – total operations 23.4p 32.9p

Consolidated Statement of Total
Recognised Gains & Losses
for the year ended 31st December 2003

2003 2002

£’000 £’000

Profit for the financial year 7,505 10,420

Differences on exchange on re-translation of net assets of overseas undertakings (584) (376)

Prior year adjustment (adoption of FRS19: deferred tax) – 1,033

Total recognised gains and losses 6,921 11,077



annual report and financial statements 2003 27

Consolidated Balance Sheet
at 31st December 2003

2003 2002

Note £’000 £’000 £’000 £’000

Fixed assets

Tangible fixed assets 11 4,945 4,705

Investments 12 2,130 2,196

7,075 6,901

Current assets

Debtors 13 15,930 14,761

Cash and short-term investments 14 28,498 22,676

44,428 37,437

Creditors: amounts falling due within one year 15 (27,456) (16,799)

Net current assets 16,972 20,638

Total assets less current liabilities 24,047 27,539

Creditors: amounts falling due after more than one year 16 (392) (442)

Net assets 23,655 27,097

Capital and reserves

Called up share capital 17 3,268 3,142

Share premium account 18 11,610 11,580

Profit and loss account 18 8,777 12,375

Total equity shareholders’ funds 19 23,655 27,097

Approved by the board of directors on 6th February 2004 and signed on its behalf by

A Malpass



Company Balance Sheet
at 31st December 2003

2003 2002

Note £’000 £’000 £’000 £’000

Fixed assets

Tangible fixed assets 11 93 135

Investments 12 3,250 3,316

3,343 3,451

Current assets

Debtors 13 2,106 3,630

Cash and short-term investments 14 25,075 13,185

27,181 16,815

Creditors: amounts falling due within one year 15 (11,138) (3,688)

Net current assets 16,043 13,127

Total assets less current liabilities 19,386 16,578

Creditors: amounts falling due after more than one year 16 (257) (289)

Net assets 19,129 16,289

Capital and reserves

Called up share capital 17 3,268 3,142

Share premium account 18 11,610 11,580

Profit and loss account 18 4,251 1,567

Total equity shareholders’ funds 19 19,129 16,289

Approved by the board of directors on 6th February 2004 and signed on its behalf by

A Malpass
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Consolidated Cash Flow Statement
for the year ended 31st December 2003

2003 2002

restated

Note £’000 £’000 £’000 £’000

Net cash inflow from operating activities 21 11,554 11,957

Returns on investments and servicing of finance

Interest received 1,090 632

Interest paid (1) (22)

Income from other fixed asset investments – 39

Net cash inflow from returns on investments and servicing of finance 1,089 649

Tax 

United Kingdom tax paid (678) (1,378)

Overseas tax paid (1,946) (1,403)

Tax paid (2,624) (2,781)

Capital expenditure and financial investments

Purchase of tangible fixed assets (3,027) (1,779)

Purchase of own shares by Share Bonus Trust (345) –

Sale of tangible fixed assets 32 50

Sale of own shares held by Employee Benefit Trust 411 155

Sale of fixed asset investment 6 – 3,683

Repayment of loan notes 6 500 500

Net cash (ouflow)/inflow for capital expenditure and 

financial investments (2,429) 2,609

Equity dividends paid (1,651) (1,452)

Net cash inflow before use of liquid resources and financing 5,939 10,982

Management of liquid resources

Cash taken off/(placed on) deposit 656 (128)

Financing

Share options exercised 156 96

Increase in cash 22 6,751 10,950
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1 Accounting policies

The accounting policies which the Group has adopted to determine the amounts included in respect of material items shown in the

financial statements are shown below. These policies have been applied consistently throughout the year and the preceding year.

a Basis of preparation

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

b Basis of consolidation

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

December 2003. The investment in Touchpaper Group Limited is treated in the financial statements as a trade investment as the

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

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

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

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

The Consolidated Cash Flow Statement for the 12 months to 31st December 2002 has been restated to reflect an amendment for the

transfer from cash to liquid resources in the year, there being no change to the Profit & Loss Account or Balance Sheet.

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

company has not been presented. The Company’s profit for the financial year was £13,203,000 (2002 £3,128,000).

c Turnover

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

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

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

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

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

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

be provided. FRS5 Application Note G: Revenue Recognition was issued in November 2003 but resulted in no changes to our policy.

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

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

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

instalments over their estimated useful economic lives as follows:

• Equipment and furniture 3 - 5 years

• Computers 2 - 3 years

• Motor vehicles 4 years

• Buildings 25 years

• Leasehold improvements remainder of lease 

e Investments

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

f Employee Benefit Trust and Share Bonus Trust

Shares owned by the Employee Benefit Trust and the Share Bonus Trust are included in the Company balance sheet at cost less any

provisions for impairment in value. The net result of the Employee Benefit Trust, including profits or losses on sales of shares and tax

thereon, is included in the results for the Company. Monetary holdings of the Employee Benefit Trust are included in the reported

Company cash and bank balance. The cost of shares held within the Share Bonus Trust that will be used to match shares purchased by

employees in the Share Bonus Plan is amortised over the period during which the shares vest.

g Cash and liquid resources

Cash, for the purpose of the cash flow statement, comprises cash in hand and deposits repayable on demand.

Liquid resources are current asset investments which are disposable without curtailing or disrupting the business and are either readily

convertible into known amounts of cash at or close to their carrying values or traded in an active market. Liquid resources comprise

term deposits of less than one year (other than cash) and investments in money market managed funds.

h Leased assets

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

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

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

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

capital element, which reduces the outstanding obligation for future instalments.

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

line basis over the term of the lease.

i Research and development

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

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

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

treatment of certain items for tax and accounting purposes. In accordance with Financial Reporting Standard 19 ‘Deferred Tax’, deferred

tax is recognised in respect of all timing differences that have originated but not reversed by the balance sheet date. Deferred tax assets

are recognised to the extent that they are regarded as recoverable. Deferred tax is measured on a non-discounted basis at the rates

that are expected to apply in the periods in which the timing differences will reverse, based on the laws enacted or substantively

enacted at the balance sheet date. The prior year adjustment in 2002 relates solely to the restatement of comparative figures.

k Foreign currencies

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

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

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

those companies at the average rate are taken to reserves. All other foreign exchange differences are taken to the profit and loss

account as they arise.

The rates of exchange ruling at the balance sheet date were:

2003 2002

US dollar 1.79 1.61

Euro 1.42 1.53

Japanese Yen 192 191

Hong Kong dollar 13.90 12.55

2 Analysis of turnover

Turnover is analysed by geographical destination as follows:

2003 2002

£’000 £’000

United Kingdom 23,482 26,534

USA and Canada 23,733 18,465

Continental Europe 2,833 3,755

Rest of World 6,441 8,252

56,489 57,006

The Group operates in only one business segment. Further analysis of the profit before tax and net assets is considered to be seriously

prejudicial to the interests of the Group.
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3 Operating profit

2003 2002

£’000 £’000

Turnover 56,489 57,006

Cost of sales – 55

Staff costs – salaries 28,324 29,556

Staff costs –  social security 2,662 2,780

Depreciation 2,535 2,876

Auditor’s remuneration for the company 33 28

Auditor’s remuneration for other companies in the group 106 82

Fees paid to auditor for non-audit related work 136 66

Other operating leases 74 37

Loss/(profit) on sale of tangible fixed assets 2 (7)

Exchange losses 164 394

Other operating expenses 15,434 13,776

Other income (803) (863)

Operating expenses 48,667 48,780

Operating profit 7,822 8,226

All operating expenses, other than cost of sales, are administrative expenses, the total of which was £48,667,000 (2002 £48,725,000).

Included in the above are research and development costs of £6,822,000 (2002 £6,048,000). Fees paid to the auditor in respect of 

non-audit work in the year are for preparation of tax returns, preparation of monthly payroll for one region and tax compliance advice.

4 Staff numbers

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

2003 2002

Number Number

United Kingdom 303 324

USA 141 145

Continental Europe 1 1

Rest of World 33 46

478 516
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4 Staff numbers continued

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

At 31st At 31st 

December December 

2003 2002

Number Number

United Kingdom 290 312

USA 144 141

Continental Europe 1 1

Rest of World 30 44

465 498

5. Directors

Details of directors emoluments and interests are included in the Remuneration Report on pages 19 to 24.

6. Exceptional items

In July 2001 the royalblue technologies help desk and rostrvm business was divested, the business subsequently changing its name to

Touchpaper. As part of the transaction Touchpaper issued to royalblue ‘B’ Loan Notes with a principal amount of £3,802,245 in order to

re-finance inter-company facilities and ‘A’ Loan Notes with a principal amount of £897,755 to provide additional working capital. The ‘B’

Loan Notes are unsecured and repayable first and the ‘A’ Loan Notes are secured by way of a fixed and floating charge over the assets

of Touchpaper. The value of the unsecured loan notes, as well as the shares and warrants, received from the divestment will not be

recognised in the balance sheet until there is evidence that they will be redeemed or repaid within a reasonable period. During the year

the second scheduled repayment of the unsecured loan occurred and provided an exceptional gain of £500,000. The first scheduled

repayment of the unsecured loan had occurred in 2002 providing an exceptional gain of £500,000 in that year.

On 4th July 2002 the Group disposed of its trade investment in ICIS Technology Limited. ICIS was formed in 1989 as an operating

division of royalblue. Following a strategic review of its operations in 1992, royalblue divested the business by means of a buy-out,

backed by the ICIS management team, and retained a minority shareholding. Since that date royalblue had no operational involvement in

the business and treated its holding as a trade investment at cost. The disposal generated an exceptional profit of £3,683,000 in 2002.

7 Net interest receivable

2003 2002

£’000 £’000

Interest receivable 702 436

Interest received on Touchpaper Loan Notes 402 196

Other interest payable (1) (22)

1,103 610

All income from other fixed asset investments in 2002 relates entirely to dividends received in respect of the preference shares in

Touchpaper Group Limited.
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8 Tax

2003 2002

£’000 £’000

UK corporation tax:

Current tax on income for the period 1,404 1,323

Adjustments in respect of prior periods 20 (18)

1,424 1,305

Double tax relief (91) (159)

1,333 1,146

Foreign tax:

Current tax on income for the period 890 1,217

Adjustments in respect of prior periods 141 95

Total current tax 2,364 2,458

Deferred tax:

Origination and reversal of timing differences (444) 180

Tax on profit on ordinary activities 1,920 2,638

2003 2002

Tax reconciliation £’000 £’000

Profit before tax 9,425 13,058

UK corporation tax charge at 30% 2,828 3,917

Rate adjustments relating to overseas profits 379 155

Depreciation in period in excess of capital allowances (128) (73)

Expenses not deductible for tax purposes 377 29

Tax incentives (258) (381)

Exceptional gain not taxable (150) (1,255)

Tax credits on other fixed asset investment income – (11)

Statutory tax deduction for share options exercised by employees (845) –

Adjustment in respect of prior years 161 77

Total current tax 2,364 2,458
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9 Dividends paid and proposed

2003 2002

£’000 £’000

Increase in final dividend for prior year 9 3

Interim dividend of 1.85p (2002 1.75p) 569 516

Final dividend of 6.15p (2002 3.55p) 1,944 1,072

Special dividend of 25.3p (2002 nil) 7,997 -

10,519 1,591

10 Earnings per share

Earnings per share have been calculated in accordance with Financial Reporting Standard 14 ‘Earnings Per Share’, by dividing profit

attributable to shareholders by the weighted average number of shares in issue during the year. Adjusted basic and diluted earnings per

share are presented to provide more comparable and representative information on the performance of the business excluding the

exceptional gains. The diluted earnings per share have been calculated using an average share price of 373p (2002 387p) for the year.

2003 2002

£’000 £’000

Profit attributable to shareholders 7,505 10,420

Tax deduction for share options exercised by employees (845) –

Exceptional items after tax

– repayment of loan note written off in a previous period (500) (500)

– profit on sale of associated undertaking – (3,683)

Adjusted profit attributable to shareholders 6,160 6,237

2003 2002

Number ’000 Number ’000

Average number of shares in issue 31,817 30,650

Average number of shares held by the employee trusts (1,185) (1,249)

Shares used to calculate basic earnings per share 30,632 29,401

Dilution due to share options 1,375 2,238

Shares used to calculate diluted earnings per share 32,007 31,639
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11 Tangible fixed assets

Long

Total Furniture & leasehold

equipment buildings Computers Vehicles

Group £’000 £’000 £’000 £’000 £’000

Cost

At 1st January 2003 12,336 3,624 553 7,990 169

Exchange adjustment (481) (132) (56) (293) –

Additions 3,027 730 – 2,279 18

Disposals (49) – – (19) (30)

At 31st December 2003 14,833 4,222 497 9,957 157

Depreciation

At 1st January 2003 7,631 1,818 78 5,664 71

Exchange adjustment (263) (62) (8) (193) –

Charged in the year 2,535 618 16 1,869 32

Disposals (15) – – – (15)

At 31st December 2003 9,888 2,374 86 7,340 88

Net book value

At 31st December 2003 4,945 1,848 411 2,617 69

At 31st December 2002 4,705 1,806 475 2,326 98

The fixed assets of royalblue group plc are included in the above at a cost of £217,000 (2002 £217,000) and accumulated depreciation

of £124,000 (2002 £82,000). During the year there were no additions or disposals. The depreciation charge for the year was £42,000

(2002 £43,000). 

12 Investments

Other

Own shares investments Total

Group £’000 £’000 £’000

At 1st January 2003 2,196 – 2,196

Divestment (411) – (411)

Addition 345 – 345

At 31st December 2003 2,130 – 2,130
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12 Investments continued

Other

Own shares investments Total

Company £’000 £’000 £’000

At 1st January 2003 2,196 1,120 3,316

Divestment (411) – (411)

Addition 345 – 345

At 31st December 2003 2,130 1,120 3,250

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

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

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

redeemed or repaid within a reasonable period.

The Company accounts for its advances to the royalblue group plc Employee Benefit Trust as a fixed asset investment for shares held

by the trust and as cash for any cash balances held by the trust. At 31st December 2003 the Employee Benefit Trust owned 1,004,838

(2002 1,223,792) shares representing 3.1% of the issued capital. The divestment in the year relates to the exercise of 218,954 options

over shares held in the trust. At 31st December 2003, 978,656 (2002 896,707) of the shares held by the trust are under option to

employees. At 31st December 2003 the market value of the shareholding was £5,100,000 (2002 £2,876,000).

The Company accounts for its advances to the royalblue group plc Share Bonus Trust as a fixed asset investment for shares held by the

trust and as cash for any cash balances held by the trust. At 31st December 2003 the Share Bonus Trust owned 70,003 (2002 nil)

shares representing 0.2% of the issued capital. At 31st December 2003, all of the shares held by the trust are to match purchases and

provide a National Insurance Contribution hedge against purchases of ordinary shares by participants in the royalblue group plc Share

Bonus Plan. At 31st December 2003 the market value of the shareholding was £355,000 (2002 nil).

The subsidiary undertakings and other trade investments at 31st December 2003, all of which are engaged in developing and selling

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

Country of incorporation Proportion of ordinary share capital held

royalblue financial plc England and Wales 100%

royalblue software limited England and Wales 100%

royalblue investments limited England and Wales 100%

royalblue financial corporation USA 100%

royalblue software corporation USA 100%

royalblue financial limited Hong Kong 100%

royalblue financial kk Japan 100%

royalblue France SAS France 100%

Touchpaper Group Limited England and Wales 19%
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12 Investments continued

In addition to the above, royalblue holds 17,000,000 preference shares of 100p in Touchpaper Group Limited and a warrant over

1,275,000 ordinary shares of 1p in Touchpaper Group Limited. The preference shares represent 100% of the issued shares in their class.

They have a cumulative coupon of 0.5% per annum and are redeemable by 31st January 2006 or on a sale or listing of Touchpaper

Group Limited, if earlier. The warrant over the ordinary shares would represent up to 51% of the diluted equity of the company when

exercised. The warrants are exercisable only on the sale or listing of the company.

13 Debtors

Group Company

2003 2002 2003 2002

£’000 £’000 £’000 £’000

Trade debtors 10,366 10,335 250 207

Amount due from subsidiaries – – – 1,300

Other debtors: amounts falling due within one year 425 1,034 16 185

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

Corporation tax recoverable 1,424 251 844 1,029

Deferred tax (a) 1,198 789 92 –

Prepayments 1,438 1,131 6 11

Accrued income 181 323 – –

15,930 14,761 2,106 3,630

(a) Deferred tax asset comprises:

Difference between accumulated depreciation and capital allowances 545 653 – –

Unutilised allowances or losses 330 – – –

Other timing differences 323 136 92 –

1,198 789 92 –

14  Cash and short-term investments

Group Company

2003 2002 2003 2002

£’000 £’000 £’000 £’000

Pounds sterling 25,033 17,748 24,844 13,080

US dollars 1,866 2,559 86 23

Euros 145 113 145 82

Japanese Yen 1,437 2,072 – –

Hong Kong dollars 17 184 – –

28,498 22,676 25,075 13,185
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15 Creditors – amounts falling due within one year

Group Company

2003 2002 2003 2002

£’000 £’000 £’000 £’000

Trade creditors 1,425 1,726 67 30

Amount due to subsidiaries – – 168 1,858

Dividend payable 9,941 1,072 9,941 1,072

UK corporation tax 2,540 1,783 – –

Overseas corporation tax 588 430 – –

Deferred tax – 6 – –

Other taxes and social security 1,301 1,096 574 389

Accruals and other creditors 5,457 5,482 388 339

Deferred income 6,204 5,204 – –

27,456 16,799 11,138 3,688

16 Creditors – amounts falling due after more than one year

Group Company

2003 2002 2003 2002

£’000 £’000 £’000 £’000

Accruals and other creditors 392 442 257 289

17 Share capital

2003 2002

£’000 £’000

Authorised:

43,600,000 ordinary shares of 10p each (2002 43,600,000 of 10p each) 4,360 4,360

Share capital allotted, called up and fully paid:

32,679,465 ordinary shares of 10p each (2002 31,420,720 of 10p each) 3,268 3,142

During the year the company issued the following ordinary share capital: Number ’000 £’000

Exercise of share options 1,259 126
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17 Share capital continued

Options subsisting under employee share option schemes at 31st December 2003 were:

Period

Year Options at Options at during which

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

granted 2003 year year New grants 2003 price exercisable

1995-1997 1,246,515 1,246,515 – – – 10p 1997-2001

1997 584,407 210,300 – – 374,107 249p 2000-2001

1999 10,000 10,000 – – – 439p 2001

1999 298,000 – 80,400 – 217,600 535p 2001-2003

2000 562,350 – 265,450 – 296,900 1285p 2001-2004

2001 485,450 – 322,218 – 163,232 612.5p 2004-2005

2002 10,000 – 10,000 – – 615p 2005-2006

2002 627,460 9,630 26,980 – 590,850 252.5p 2005-2006

2003 – 11,600 27,486 705,490 666,404 257.5p 2006-2007

In addition to the above, the Group entered into an agreement in May 2001 to grant Merrill Lynch, Pierce, Fenner & Smith Incorporated

(Merrill Lynch) non-transferrable warrants over 1,500,000 ordinary shares with an exercise price of 905p. The warrants were conditional

upon Merrill Lynch executing an agreement for royalblue to supply them with a US domestic market making system. These warrants

lapsed during the year.

In September 2003 Merrill Lynch entered into an agreement for royalblue to supply them with a US domestic fidessa system. Upon

execution of the agreement royalblue granted Merrill Lynch nil-cost warrants over 600,000 ordinary shares with an exercise price of

550p each. The warrants are valid for three years from the date of grant. The market price of the shares at the date of grant was 472.5p.

18 Other reserves

Share premium Profit and loss

account account Total

Group £’000 £’000 £’000

Balance at 1st January 2003 11,580 12,375 23,955

Exercise of share options 30 – 30

Retained loss for the year – (3,014) (3,014)

Exchange adjustments – (584) (584)

Balance at 31st December 2003 11,610 8,777 20,387
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18 Other reserves continued

Share premium Profit and loss

account account Total

Company £’000 £’000 £’000

Balance at 1st January 2003 11,580 1,567 13,147

Exercise of share options 30 – 30

Retained profit for the year – 2,684 2,684

Balance at 31st December 2003 11,610 4,251 15,861

19 Reconciliation of movements in shareholders’ funds

Group Company

2003 2002 2003 2002

£’000 £’000 £’000 £’000

Profit for the financial year 7,505 10,420 13,203 3,128

Dividends paid and proposed (10,519) (1,591) (10,519) (1,591)

Retained (loss)/profit for the year (3,014) 8,829 2,684 1,537

Other recognised losses relating to the year (584) (376) – –

Share capital on share options exercised 126 96 126 96

Share premium on share options exercised 30 1,627 30 1,627

Transfer in respect of issue of shares to employee trusts – (1,627) – –

Net (decrease)/increase in shareholders’ funds (3,442) 8,549 2,840 3,260

Opening shareholders’ funds 27,097 18,548 16,289 13,029

Closing shareholders’ funds 23,655 27,097 19,129 16,289

20 Operating lease commitments

The commitments of the group for the next year under operating leases as at 31st December 2003 are analysed according to the period

in which each lease expires as follows:

2003 2003 2003 2002 2002 2002

Land and Land and

Total buildings Other Total buildings Other

£’000 £’000 £’000 £’000 £’000 £’000

Leases ending within 1 year 31 19 12 51 45 6

Leases ending between 2 and 5 years 315 297 18 132 103 29

Leases ending after 5 years 1,600 1,600 – 1,705 1,705 –

Total commitments in 2004 1,946 1,916 30 1,888 1,853 35
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21 Reconciliation of operating profit to net cash inflow from operating activities

2003 2002

£’000 £’000

Operating profit 7,822 8,226

Depreciation charges 2,535 2,876

Loss/(profit) on sale of tangible fixed assets 2 (7)

(Increase)/decrease in debtors (116) 1,212

Increase/(decrease) in creditors 1,311 (350)

Net cash inflow from operating activities 11,554 11,957

22 Analysis of net funds

Balance at Balance at 31st

1st January Cash inflow/ Exchange December

2003 (outflow) differences 2003

£’000 £’000 £’000 £’000

Net cash:

Cash and short-term investments 22,676 6,095 (273) 28,498

Less: deposits treated as liquid resources (5,628) 656 – (4,972)

17,048 6,751 (273) 23,526

Liquid resources:

Deposits included in cash 5,628 (656) – 4,972

Net funds 22,676 6,095 (273) 28,498

23 Reconciliation of net cash flow to movement in net funds

2003 2002 

restated

£’000 £’000

Increase in cash in the period 6,751 10,950

Cash (inflow)/outflow from increase in liquid resources (656) 128

Translation differences (273) (76)

Movement in net funds in year 5,822 11,002

Net funds at beginning of year 22,676 11,674

Net funds at end of year 28,498 22,676
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Notice is hereby given that the eighth Annual General Meeting of the Company will be held at 2 Suffolk Lane, London EC4R 0AT on 27th

April 2004 at 10.00 a.m. for the following purposes:

Ordinary Business

1 To receive the financial statements for the year ended 31st December 2003 together with the reports of the directors and auditors thereon.

2 To declare a final dividend of 6.15p per ordinary share.

3 To declare a special dividend of 25.3p per ordinary share.

4 To consider, and if thought fit, to approve the Remuneration Report.

5 To re-elect Mr A Malpass as a Director of the Company who retiring by rotation offers himself for re-election in accordance with the

Company’s articles of association.

6 To re-elect Mr CM Amies as a Director of the Company who retiring by rotation offers himself for re-election in accordance with the

Company’s articles of association.

7 To re-appoint KPMG Audit Plc as auditors and authorise the Directors to fix the remuneration of the auditors.

Special Business

8 To consider and, if thought fit, to pass the following resolution as a Special Resolution: that the Company be and is hereby generally

and unconditionally authorised for the purpose of section 166 of the Companies Act 1985 to make one or more market purchases (as

defined in section 163 of the said Act) of ordinary shares of 10p each in the capital of the Company provided that:

(i) the maximum number of ordinary shares hereby authorised to be purchased is 4,898,651 (representing approximately 14.99 per

cent. of the Company's issued ordinary share capital at the date of the Notice of this Meeting);

(ii) the minimum price which may be paid for an ordinary share is 10p per share (excluding expenses) being the nominal amount

thereof;

(iii) the maximum price (excluding expenses) which may be paid for an ordinary share shall be 5 per cent. above the average of the

middle market quotations of an ordinary share of the Company taken from the London Stock Exchange Daily Official List for the five

business days immediately preceding the date on which the purchase is made;

(iv) the authority hereby conferred shall (unless previously renewed or revoked) expire on the earlier of the conclusion of the next Annual

General Meeting of the Company and the date which is eighteen months after the date on which this resolution is passed; and

(v) the Company may make a contract or contracts to purchase ordinary shares under the authority hereby conferred prior to the expiry

of such authority which will or may be executed wholly or partly after the expiry of such authority, and may make a purchase of

ordinary shares in pursuance of any such contract or contracts. (Please see Note 5)
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9 To consider, and if thought fit, to pass the following resolution as a Special Resolution: to empower the Directors in accordance with

Section 95 of the Companies Act 1985, until the earlier of the conclusion of the next Annual General Meeting of the Company and

fifteen months from the date of the resolution, to make allotments of equity securities (as construed in accordance with section 94 of

the Companies Act 1985) for cash pursuant to the authority that was conferred on the Directors by an Ordinary Resolution passed at

the Annual General Meeting held on 3rd April 2003 as if section 89(1) of the Act did not apply to any such allotment, such power being

limited to:

a) the allotment of equity securities in connection with an issue or offer by way of rights in favour of holders of equity securities and of

any other person entitled to participate in such issue or offering where the equity securities respectively attributable to the interests

of such holders and persons are proportionate (as nearly as may be) to the respective number of equity securities held or deemed

to be held by them on the record date of such allotment or are otherwise in accordance with their respective entitlements, subject

only to such exclusions or other arrangements as the Directors may deem fit to deal with fractional entitlements or problems arising

under the laws of any overseas territory or the requirements of any regulatory authority or any stock exchange; and

b) the allotment of equity securities (other than pursuant to (a) above) up to an aggregate nominal amount of £163,397.30;

save that the Company may, before expiry of that authority, make an offer or agreement which would or might require equity securities to be

allotted after such expiry and the Directors may allot equity securities pursuant to any such offer or agreement as if such authority had not

expired. (Please see Note 6).

By order of the Board Dukes Court

A Malpass Duke Street

Secretary Woking

6th February 2004 Surrey GU21 5BH
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Notice of Meeting
royalblue group plc

Notes

1 Pursuant to Regulation 41 of the Uncertificated Securities Regulations 2001, the time by which a person must be entered in the register

of members in order to have the right to attend or vote at the Annual General Meeting is 10.00 a.m. on 25th April 2004. If the meeting is

adjourned, the time by which a person must be entered on the register of members in order to have the right to attend or vote at the

adjourned meeting is 48 hours prior to the time fixed for the adjourned meeting. Changes to entries on the register of members after the

relevant time will be disregarded in determining the rights of any person to attend or vote at the meeting.

2 A member entitled to attend and vote at this meeting is entitled to appoint one or more proxies to attend and (on a poll) vote instead of

him or her. A proxy need not be a member of the Company. To be valid a proxy form must be lodged with the registrars not later than

48 hours before the time fixed for the meeting.

3 The appointment of a proxy does not preclude a member from attending the meeting and voting in person, in which case any votes of

the proxy will be superseded.

4 Copies of the contracts of service between the executive Directors and the Company are available for inspection at the registered office

of the Company during each business day and will be available for inspection at 2 Suffolk Lane, London for 15 minutes prior to and

during the Annual General Meeting. The register of interests of Directors and their families in the shares of the Company will be available

for inspection at the commencement of, and during, the Annual General Meeting.

5 The existing power to this effect will expire at the end of this year’s Annual General Meeting. The ordinary shares purchased pursuant to

this Special Resolution will be either cancelled on buy-back or held in treasury. No more than 10% of the issued share capital may be

held in treasury.

6 Section 89(1) Companies Act 1985: this Special Resolution will, if approved, partially disapply the statutory pre-emption rights for a

period of fifteen months or, if earlier, until the end of the 2005 Annual General Meeting, in order to provide the Directors with a limited

power to issue equity securities for cash otherwise than pro rata to ordinary shareholders, which following the introduction of the

Companies (Acquisition of Own Shares) (Treasury Shares) Regulations 2003 now extends to the sale of shares from treasury. The

existing power to this effect will expire at the end of this year’s Annual General Meeting. The resolution conforms with the guidelines of

the Investment Committee of the Association of British Insurers and the National Association of Pension Funds and, if approved, will

maintain the flexibility for the Company to allot relevant securities for cash either by way of a rights issue or up to a maximum aggregate

nominal amount of £163,397.30, representing 5% of the issued share capital at the date of the Notice of this Meeting.
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Form of Proxy
royalblue group plc

I/We the undersigned, being a member/members of royalblue group plc, hereby appoint the Chairman of the Meeting or

………………………………………………………………… as my/our proxy to vote for me/us and on my/our behalf at the 
Annual General Meeting of the Company, to be held on 27th April 2004 at 10.00 a.m. and at any adjournment thereof.

I/We direct my/our proxy to vote on the resolutions as set out in the Notice convening the Annual General Meeting as follows:

Resolutions For Against
1 Receive the Directors’ Report and Financial Statements

2 Declare a final dividend of 6.15 pence per ordinary share

3 Declare a special dividend of 25.3 pence per ordinary share

4 Approve the Directors’ Remuneration Report

5 Re-elect Mr A Malpass as a Director

6 Re-elect Mr CM Amies as a Director

7 Re-appoint KPMG Audit Plc as auditors and to authorise the Directors to fix the remuneration of the auditors

8 Approve the purchase and cancellation of up to 14.99% of the issued ordinary share capital

9 Disapply the statutory pre-emption rights

Signed this ........................................................................................ day of ......................................................................................... 2004

Member’s name ................................................................................ Member’s signature .............................................................................

Address............................................................................................................................................................................................................

........................................................................................................................................................................................................................

Notes on completing the Form of Proxy

1 Please complete this form legibly in block capitals.

2 To appoint a person(s) other than the Chairman as your proxy, insert the name of the proxy or proxies desired and delete the words "the Chairman of the Meeting". 

3 Please indicate how you want your proxy to vote by marking the appropriate box opposite each resolution. If neither box is marked, your proxy may vote or abstain as he/she

thinks fit. The appointment of a proxy does not preclude a member from attending and voting at the meeting in person.

4 This form of proxy must be signed by the appointer or his/her attorney duly authorised in writing or, if the appointer is a corporation it must be executed under its common seal

or, be signed by an officer or attorney duly authorised by the corporation.

5 In the case of joint holders only one needs to sign the form. The vote of the senior holder who tenders a vote, whether in person or by proxy, will be accepted to the exclusion

of the votes of the other joint holders. Seniority will be determined by the order in which the names of the joint holders stand in the register of members.

6 To be valid a proxy form and the power or other authority under which it has been executed (or a copy of such power or authority certified notarially) must be lodged with the

Company’s registrars not less than 48 hours before the time of the meeting. 
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royalblue is a leading supplier of global financial
trading software. The company has offices in 
New York, London, Paris, Tokyo and Hong Kong 
with development centres located in each major 
region. royalblue group plc is listed on the London
Stock Exchange.

royalblue provides a range of applications, known
collectively as the fidessa trading platform, which
automate the front and mid-office business flows for
sell-side firms trading equities in the US, European,
Japanese and Asian markets.
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