MICRO FOCUS INTERNATIONAL PLC

CONSOLIDATED INCOME STATEMENT (unaudited)
For the year ended 30 April 2006

2006 2005
Continuing operations Notes $°000 $°000
Turnover 4,5 143,688 150,645
Total cost of sales (12,104) (10,914)
Gross profit 131,584 139,731
Selling and distribution costs (48,500) (48,105)
Research and development expense (17,088) (17,598)
Administrative expenses (43,263) (33,114)
Operating profit 22,733 40,914
Analysed as:
Operating profit before exceptional items 36,946 47,889
Exceptional items 7 (14,213) (6,975)
Operating profit 6 22,733 40,914
Interest payable and similar charges (1,137) (8,656)
Interest receivable and similar income 962 382
Profit before tax 22,558 32,640
Taxation 9 (6,332) (11,597)
Profit after tax 16,226 21,043
Earnings per share expressed in cents per share
— basic 8 8.25 14.28
— diluted 8 8.17 13.98
Earnings per share expressed in pence per share
— basic 4.68 7.67
— diluted 4.63 7.51



MICRO FOCUS INTERNATIONAL PLC

CONSOLIDATED BALANCE SHEET (unaudited)
As at 30 April 2006

2006 2005
Note $’000 $’000
ASSETS
Non-current assets
Goodwill 42,404 42,404
Other intangible assets 7,637 8,084
Property, plant and equipment 2,386 2,277
Deferred tax assets 7,718 8,331
60,145 61,096
Current assets
Inventories 331 350
Trade and other receivables 37,629 50,244
Cash and cash equivalents 56,066 32,870
94,026 83,464
Total assets 154,171 144,560
LIABILITIES
Current liabilities
Trade and other payables 70,516 71,103
Current tax liabilities 10,777 11,972
Financial liabilities - borrowings 3 117 8,099
81,410 91,174
Non-current liabilities
Non-current deferred income 6,720 6,932
Deferred tax liabilities 8,446 7,748
Financial liabilities - borrowings 3 94 103,367
15,260 118,047
Net assets / (liabilities) 57,501 (64,661)
SHAREHOLDERS’ EQUITY
Capital and reserves attributable to the Company’s
equity holders
Share capital 36,644 1
Share premium 103,641 3,376
Profit and loss reserve (deficit) (55,267) (67,869)
Foreign currency translation reserve (432) (169)
Other reserves (27,085) -

Total shareholders’ equity/(deficit) 57,501 (64,661)




MICRO FOCUS INTERNATIONAL PLC

CONSOLIDATED CASH FLOW STATEMENT (unaudited)
For the year ended 30 April 2006

2006 2005
$°000 $°000

Cash flow from operating activities
Net profit 16,226 21,043
Adjustments for

Net interest 175 8,274

Taxation 6,332 11,597

Depreciation 1,006 1,005

Loss on disposal of property, plant and equipment 17 19

Amortisation of intangibles 5433 5,687

Share-based compensation (224) 3,581
Changes in working capital

Inventories 19 (38)

Trade and other receivables 12,615 (12,317)

Payables and other non current liabilities 371 15,610
Cash generated from operations 41,970 54,461
Interest received 666 379
Interest paid (1,551) (7,926)
Tax paid (6,103) (2,368)
Net cash from operating activities 34,982 44,546
Cash flows from investing activities
Payments for intangible assets (4,986) (6,176)
Purchase of property, plant and equipment (1,123) (1,329)
Proceeds on disposal of tangible fixed assets - 23
Net cash used in investing activities (6,109) (7.482)
Cash flows from financing activities
Proceeds from issue of ordinary share capital 109,823 506
Proceeds from issue of new bank loan - 50,500
Repayment of borrowings (111,250) -
Dividends paid to shareholders (3,987) (78,800)
Net cash used in financing activities (5.414) (27.794)
Effects of exchange rate changes (263) (820)
Net increase in cash and cash equivalents 23,196 8,450
Cash and cash equivalents at 1 May 2005 32,870 24,420
Cash and cash equivalents at 30 April 2006 56,066 32,870

10



MICRO FOCUS INTERNATIONAL PLC

STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY (unaudited)
For the year ended 30 April 2006

Foreign
currency
Share Share translation Other Profit and loss
capital premium reserve reserves reserve Total
$°000 $°000 $’000 $’000 $°000 $’000
Balance as at 1 May 2004 1 2,871 118 - (13,156) (10,166)
Currency translation differences - - (287) - - (287)
Profit for the year - - - - 21,043 21,043
Dividends - - - - (78,800) (78,800)
Issue of share capital - 505 - - - 505
Value of share options issued under -
employee share option plans - - - 3,044 3,044
Balance as at 30 April 2005 1 3,376 (169) - (67,869) (64,661)
Currency translation differences - - (263) - - (263)
Profit for the year - - - - 16,226 16,226
Dividends - - - - (3,987) (3,987)
Share for share exchange 27,085 - - (27,085) - -
Issue of external share capital 9,558 100,265 - - - 109,823
Value of share options issued under -
employee share option plans - - - 363 363
Balance as at 30 April 2006 36,644 103,641 (432) (27,085) (55,267) 57,501

The amount transferred to other reserves as part of the share for share exchange represents the excess of the
nominal value of shares issued in Micro Focus International Plc over the nominal value of share capital of

Micro Focus International Limited.
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MICRO FOCUS INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS
1) Basis of preparation

Micro Focus International Plc’s consolidated financial statements were prepared in accordance with
the United Kingdom Generally Accepted Accounting Principles (“UK GAAP”) until 30 April 2005.
For the year ended 30 April 2006 the Group is required to prepare its annual consolidated financial
statements in accordance with accounting standards adopted in the European Union. As such those
financial statements will take account of the requirements and options of IFRS1 ‘First-time Adoption
of International Financial Reporting Standards (‘IFRS’) as they relate to the 2005 comparatives
included therein.

The financial information based on IFRS for the year ended 30 April 2005 and 30 April 2006 is
unaudited and has been prepared in accordance with the Group’s accounting policies. The financial
statements have been prepared under the historical cost convention. A summary of the more
important Group accounting policies is set out below.

Reconciliations and descriptions of the effect of the transition from UK GAAP to IFRS on the
Group’s equity and its net income and cash flows are provided in Note 11.

The preliminary financial information has not been audited and does not constitute statutory
accounts within the meaning of Section 240 of the Companies Act 1985. The Company’s statutory
accounts for the year ended 30 April 2005, prepared under UK GAAP, have been delivered to the
Registrar of Companies; the report of the auditors on these accounts was unqualified and did not
contain a statement under Section 237 (2) or (3) of the Companies Act 1985.

On 17 May 2005, the Company acquired the entire issued share capital of Micro Focus International
Limited by way of a share-for-share exchange, pursuant to which the previous shareholders of Micro
Focus International Limited were issued and allotted three ordinary shares in the capital of the
Company for every one ordinary share they previously held in Micro Focus International Limited. The
results presented in the financial information therefore represent those of the Micro Focus International
Limited group up to 17 May 2005 and the Micro Focus International Plc group from that date onwards.

The preparation of financial statements requires estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Although the estimates are based on
management’s best knowledge of the amounts, events or actions, actual results may differ from those
estimates.

Copies of the annual report for the year ended 30 April 2006 will be sent to all shareholders and
will also be available on the company’s website at www.microfocus.com. Copies of the annual
report for the year ended 30 April 2005 can be obtained by writing to the Company Secretary,
Micro Focus International plc, Old Bath Road, Newbury, Berkshire, RG14 1QN.

This announcement was approved by the board of Micro Focus International Plc on 28 June 2006.

A summary of the significant accounting policies applied by the Group in the year ended 30 April
2006 is provided below.

A Consolidation

On 17 May 2005 Micro Focus International Plc (“the Company”) acquired, by means of a share-for-
share exchange, the share capital of Micro Focus International Limited (“Operating Company”), a
company incorporated in the Cayman Islands, and its wholly-owned subsidiaries (together
“Operating Group™). The consolidated financial statements comprise the results of the Operating
Group up to 17 May 2005 and the Group from that date onwards. Inter-company transactions,
balances and unrealised gains on transactions between group companies are eliminated.
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MICRO FOCUS INTERNATIONAL PLC

B Turnover

The Group recognises turnover from sales of software licences to end-users or resellers upon
persuasive evidence of an arrangement, delivery of the software and determination that collection of
a fixed or determinable fee is reasonably assured. When the fees for software upgrades and
enhancements, maintenance, consulting and training are bundled with the licence fee, they are
unbundled using the Group’s objective evidence of the fair value of the elements represented by the
Group’s customary pricing for each element in separate transactions. If evidence of fair value exists
for all undelivered elements and there is no such evidence of fair value established for delivered
elements, turnover is first allocated to the elements where fair value has been established and the
residual amount is allocated to the delivered elements. If evidence of fair value for any undelivered
element of the arrangement does not exist all turnover from the arrangement is deferred until such
time that evidence of fair value exists for undelivered elements of the arrangement are delivered.

If the arrangement includes acceptance criteria, turnover is not recognised until the Group can
objectively demonstrate that the software or service can meet the acceptance criteria, or the
acceptance period lapses, whichever is earlier.

The Group recognises licence turnover derived from sales to resellers, upon delivery to resellers,
provided that all other turnover recognition criteria are met, otherwise turnover is deferred and
recognised upon delivery of the product to the end-user.

Maintenance turnover is derived from providing technical support and software updates to
customers. Maintenance turnover is recognised rateably over the term of the contract, which in most
cases is one year. Turnover from consulting and training services is recognised as the services are
performed.

Amounts collected prior to satisfying the above revenue recognition criteria are included in deferred
income.

C Segmental reporting

A geographical segment is engaged in providing products or services within a particular economic
environment that are subject to risks and returns that are different from those of components
operating in other economic environments.

A business segment is a group of assets and operations engaged in providing products or services
that are subject to risks and returns that are different from those of other business segments. The
Group considers there to be only one business segment being the provision of legacy application
development and deployment software for contemporary platforms.

D Leases

Leases of property, plant and equipment where the Group has substantially all the risks and rewards
of ownership are classified as finance leases. Finance leases are capitalised at the lease’s
commencement at the lower of the fair value of the leased property and the present value of the
minimum lease payments. Each lease payment is allocated between the liability and finance charges
so as to achieve a constant rate of interest on the liability outstanding. The corresponding rental
obligations, net of finance charges, are included in Financial liabilities - borrowings.
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MICRO FOCUS INTERNATIONAL PLC

D Leases (continued)

The property, plant and equipment acquired under finance leases is depreciated over the shorter of
the asset’s useful life and the lease term.

Leases where the lessor retains a significant portion of the risks and rewards of ownership are
classified as operating leases. Payments made under operating leases (net of any incentives received
from the lessor) are charged to the income statement on a straight-line basis over the period of the
lease.

E Foreign currency translation

(@) Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using the
currency of the primary economic environment in which the entity operates (“the functional
currency™). The consolidated financial statements are presented in US Dollars, which is the Group’s
functional currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognised in the income statement.

(© Group companies
The results and financial position of all the Group entities that have a functional currency different
from the presentation currency are translated into the presentation currency as follows:

(i)  assets and liabilities for each balance sheet presented are translated at the closing rate at the date
of that balance sheet;

(if)  income and expenses for each income statement are translated at average exchange rates (unless
this average is not a reasonable approximation of the cumulative effect of the rates prevailing on
the transaction dates, in which case income and expenses are translated at the dates of the
transactions); and

(iii)  all resulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the translation of the net investment in foreign
entities are taken to shareholders’ equity. When a foreign operation is sold, such exchange
differences are recognised in the income statement as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at the closing rate, with exception for goodwill
arising before 1 May 2004 which is treated as an asset of the Company and expressed in the
Company’s functional currency.

F  Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Transaction costs
incurred in the arrangement of new borrowing facilities are capitalised and netted against the capital
element of the outstanding borrowing. These costs are then amortised over the life of the facility to
which the costs relate on the effective interest basis.
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MICRO FOCUS INTERNATIONAL PLC

G  Property plant and equipment

All property, plant and equipment are stated at historical cost less accumulated depreciation and
impairment. Historical cost includes expenditure that is directly attributable to the acquisition of the
items. Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item will
flow to the Group and the cost of the item can be measured reliably. All other repairs and
maintenance expenditures are charged to the income statement during the financial period in which
they are incurred. Depreciation is calculated using the straight-line method to write-off the cost of
each asset to its residual value over its estimated useful life as follows:

Leasehold improvements Remainder of the lease term
Furniture and fixtures 5-7 years
Computer equipment 1-5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance
sheet date. An asset’s carrying amount is written down immediately to its recoverable amount if the
asset’s carrying amount is greater than its estimated recoverable amount. Gains and losses on
disposals are determined by comparing the disposal proceeds with the carrying amount and are
included in the income statement.

H Intangible assets

(i) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the net identifiable
assets of the acquired subsidiary at the date of acquisition. Goodwill on acquisitions of subsidiaries
is included in intangible assets. Goodwill is tested annually for impairment and carried at cost less
accumulated impairment losses. Gains and losses on the disposal of an entity include the carrying
amount of goodwill relating to the entity sold. Goodwill is allocated to cash-generating units for the
purpose of impairment testing. Each of those cash-generating units represents the Group’s
investment in each area of operation by each primary reporting segment.

(it) Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and
bring to use the specific software. These costs are amortised using the straight-line method over their
estimated useful lives of three to five years.

(iii) Research and development

Research expenditure is recognised as an expense as incurred. Costs incurred on development
projects relating to the developing of new computer software programmes and significant
enhancement of existing computer software programmes are recognised as intangible assets when it
is probable that the project will be a success, considering its commercial and technological
feasibility, and costs can be measured reliably. Only direct costs are capitalised which include the
software development employee costs and an appropriate portion of relevant overheads.
Development costs previously recognised as an expense are not recognised as an asset in a
subsequent period. Development costs are amortised from the commencement of the commercial
production of the product on a straight-line basis over the period of its expected benefit, not
exceeding three years.
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MICRO FOCUS INTERNATIONAL PLC

I Impairment of tangible and intangible assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in
use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash-generating units).

J Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the
weighted average method. The cost of finished goods comprises software for resale and packaging
materials. Net realisable value is the estimated selling price in the ordinary course of business, less
applicable variable selling expenses.

K Trade receivables

Trade receivables are recognised at fair value less provision for impairment. A provision for
impairment of trade receivables is established when there is objective evidence that the Group will
not be able to collect all amounts due according to the original terms of receivables. The amount of
the provision is the difference between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the effective interest rate. The amount of the provision is
recognised in the income statement.

L  Employee benefit costs

(a) Pension obligations

Group companies operate various pension schemes. All of the major schemes are defined contribution
plans for which the Group pays contributions to publicly or privately administered pension insurance
plans on a mandatory, contractual or voluntary basis. The Group has no further payment obligations
once the contributions have been paid. The contributions are recognised as an employee benefit
expense when they are due. Prepaid contributions are recognised as an asset to the extent that a cash
refund or a reduction in the future payments is available.

(b) Share-based compensation
The Group operated five equity-settled, share-based compensation plans and one cash settled share
based compensation plan during the year.

No expense is recognised in respect of share options granted before 7 November 2002 and vested
before 1 January 2005.

For shares or share options granted after 7 November 2002 and vested after 1 January 2005 the fair
value of the employee services received in exchange for the grant of the shares or options is recognised
as an expense. The total amount to be expensed over the vesting period is determined by reference to
the fair value of the shares or options granted. Non-market vesting conditions are included in
assumptions about the number of options that are expected to become exercisable. At each balance
sheet date, the Group revises its estimates of the number of options that are expected to become
exercisable. It recognises the impact of the revision of original estimates, if any, in the income
statement, and a corresponding adjustment to equity over the remaining vesting period.

The shares are recognised when the options are exercised and the proceeds received allocated between
share capital and share premium.
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MICRO FOCUS INTERNATIONAL PLC

M Share capital, share premium and dividend distribution

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

Dividend distributions to the Company’s shareholders are recognised as a liability in the Group’s
financial statements in the period in which the dividends are approved by the Company’s shareholders.

N Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated financial
statements. However, if the deferred income tax arises from initial recognition of an asset or liability
in a transaction other than a business combination that at the time of the transaction affects neither
accounting nor taxable profit or loss, it is not accounted for. Deferred income tax is determined using
tax rates (and laws) that have been enacted or substantially enacted by the balance sheet date and are
expected to apply when the related deferred income tax asset is realised or the deferred income tax
liability is settled. Deferred income tax assets are recognised to the extent that it is probable that future
taxable profit will be available against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries,
except where the timing of the reversal of the temporary difference is controlled by the Group and it is
probable that the temporary difference will not reverse in the foreseeable future.

O Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term
highly liquid investments with original maturities of three months or less, and bank overdrafts. Bank
overdrafts are shown within borrowings in current liabilities on the balance sheet.

P Exceptional items

Exceptional items are those significant items which are separately disclosed by virtue of their size or
incidence to enable a full understanding of the group’s financial performance.

2) Functional currency

Items included in the financial statements of each of the group’s entities are measured using the
currency of the primary economic environment in which the entity operates (“the functional
currency”). The consolidated financial statements are presented in US Dollars, which is the
Company’s functional currency.

3) Bank and other borrowings

On 20 May 2005 the outstanding debt of $111.3 million owed by the Company to Wells Fargo
Foothill, Inc. and DB Zwirn Special Opportunities Fund was repaid in full.
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MICRO FOCUS INTERNATIONAL PLC

4) Segmental information

Geographical analysis 2006 2005
$°000 $°000

North America 68,847 73,173
Europe and the Middle East 54,038 57,365
Rest of the World 20,803 20,107
143,688 150,645

There is no material difference between turnover by origin above and turnover by destination.
5) Supplemental information

Set out below is an analysis of turnover recognised between the principal product categories, which the
directors use to assess the future revenue flows from the current portfolio of customers.

Turnover 2006 2005
$°000 $’000

Licence fees 67,985 79,860
Maintenance fees 71,860 66,705
Consultancy fees 3,843 4,080
Total 143,688 150,645

6) Reconciliation of operating profit to EBITDA

2006 2005
$’000 $’000
Operating profit 22,733 40,914
Depreciation 1,006 1,005
Amortisation of software 806 1,099
EBITDA 24,545 43,018
Exceptional items
IPO related costs 6,909 -
Reorganisation costs 7,403 2,194
Share based compensation (224) 3,581
Management charges 125 1,200
EBITDA before exceptional items 38,758 49,993
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MICRO FOCUS INTERNATIONAL PLC

7) Exceptional items

2006 2005

$°000 $’000

IPO related costs 6,909 -
Reorganisation costs 7,403 2,194
Share based compensation (224) 3,581
Management charges 125 1,200
14,213 6,975

The IPO related costs include termination fees of $4,683,000 in respect of management charges
previously paid by the Group prior to the IPO. They also include fees incurred during the process

that did not directly relate to the raising of share capital.

Reorganisation costs relate to the cost reduction programme announced by the Board of Directors
on 6 April 2006. These costs include those associated with the redundancy of employees and the

onerous lease cost of a building vacated as part of the programme.

A credit has arisen for share based compensation as result of the actual payout under the Equity

Bonus Plan being lower than the estimate made at 30 April 2005.

All exceptional items relate to administrative expenses.
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MICRO FOCUS INTERNATIONAL PLC

8) Earnings per share

The calculation of basic earnings per share has been based on the earnings attributable to ordinary
shareholders of the Company and the weighted average number of shares for each period. This is
after taking account of the restructuring of the Group, which resulted in the previous shareholders
of Micro Focus International Limited receiving three ordinary shares in the Company for every one
ordinary share they previously held.

The diluted earnings per share has been calculated after taking account of the share options.

Basic EPS

Earnings attributable to ordinary
shareholders

Effect of dilutive securities
Share options
Diluted EPS

Earnings attributable to ordinary
shareholders

Supplementary EPS to exclude
exceptional items

Basic EPS
Exceptional items
Tax relating to exceptional items

Basic EPS excluding exceptional
items

Diluted EPS
Exceptional items
Tax relating to exceptional items

Diluted EPS excluding exceptional
items

Year ended 30 April 2006

Year ended 30 April 2005

Weighted Weighted
average average
number of Per share number of Per share
Earnings shares amount Earnings shares amount
$°000 ’000 cents $’000 ’000 cents
16,226 196,709 8.25 21,043 147,375 14.28
2,002 3,162
16,226 198,711 8.17 21,043 150,537 13.98
16,226 196,709 8.25 21,043 147,375 14.28
14,213 6,975
(2,154) (658)
28,285 196,709 14.38 27,360 147,375 18.56
16,226 198,711 8.17 21,043 150,537 13.98
14,213 6,975
(2,154) (658)
28,285 198,711 14.23 27,360 150,537 18.17
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MICRO FOCUS INTERNATIONAL PLC

9) Taxation
Year ended 30 April
2006 2005
$°000 $°000
Current tax 5,021 7,825
Deferred tax 1,311 3,772
6,332 11,597
The taxation for the period differs from the theoretical amount that would arise using the weighted
average tax rate applicable to profits of the consolidated companies as explained below.
Year ended 30 April
2006 2005
$°000 $°000
Profit before taxation 22,558 32,640
Tax calculated at domestic tax rates applicable to profits in the
respective countries 7,182 11,152
Effects of:
Adjustments to tax in respect of previous years — current tax (138) -
Adjustments to tax in respect of previous years — deferred tax (189) (211)
Expenses not deductible for tax purposes (523) 84
Losses not recognised 247 -
Other (247) 572
6,332 11,597
10) Dividends
Year ended 30 April
2006 2005
$’000 $°000
Equity - ordinary
Interim paid ($0.04 per ordinary share): 3,987 78,800

Under Cayman Law the unrealised profit on the revaluation of an asset may be used to fund a dividend.
As such the Directors of Micro Focus International Limited obtained independent valuations of the
intellectual property held by that company in 2003 and 2005. Subsequently, the directors considered
the valuations of the intellectual property, which confirmed the adequacy of distributable reserves

under Cayman Law in proposing dividends in the year ended 30 April 2005.

Whilst the Group as a whole has a deficit in its profit and loss reserve, the Directors of Micro Focus
International Plc have concluded that the Company had sufficient reserves to enable the payment of the
interim dividend relating to the year ended 30 April 2006 and has sufficient reserves to enable the
payment of the final dividend being recommended relating to the year ended 30 April 2006.
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MICRO FOCUS INTERNATIONAL PLC

11) UK GAAP to IFRS reconciliation

The analysis below shows a reconciliation of net assets and profit as reported under UK GAAP as at 30
April 2005 to the revised net assets and profit under IFRS as reported in these financial statements. In
addition, there is a reconciliation of net assets under UK GAAP to IFRS at the transition date for the

Group, being 1 May 2004.

Effect of
transition to
Reconciliation of equity at 1 May 2004 (Date of UK GAAP IFRS IFRS
transition to IFRS) Note $’000 $’000 $’°000
ASSETS
Non-current assets
Goodwill 42,404 - 42,404
Intangible assets (b),(c) - 7,628 7,628
Property, plant and equipment (©) 4,115 (2,155) 1,960
Deferred tax assets (@),(b) - 8,837 8,837
46,519 14,310 60,829
Current assets
Inventories 312 - 312
Trade and other receivables 37,925 - 37,925
Investments (d) 7,166 (7,166) -
Cash and cash equivalents (d) 17,254 7,166 24,420
Deferred tax asset (@),(b) 5,998 (5,998) -
68,655 (5,998) 62,657
Total assets 115,174 8,312 123,486
LIABILITIES
Current liabilities
Trade and other payables 53,736 - 53,736
Current tax liabilities 9,821 - 9,821
Financial liabilities — borrowings 10,097 - 10,097
73,654 - 73,654
Non-current liabilities
Financial liabilities — borrowings 50,037 - 50,037
Deferred tax liability (@),(b) - 4,481 4,481
Non-current deferred income 5,480 - 5,480
55,517 4,481 59,998
Net liabilities (13,997) 3,831 (10,166)
SHAREHOLDERS’ EQUITY
Capital and reserves attributable to the Company’s
equity holders
Share capital 1 - 1
Share premium 2,946 - 2,946
Profit and loss reserve (deficit) (a),(b),(e) (17,062) 3,906 (13,156)
Other reserves (e) 118 (75) 43
Total shareholders’ equity (deficit) (13,997) 3,831 (10,166)
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MICRO FOCUS INTERNATIONAL PLC

Effect of
transition to
UK GAAP IFRS IFRS

Reconciliation of equity at 30 April 2005 Note $’000 $°000 $°000
ASSETS
Non-current assets
Goodwill @) 38,636 3,768 42,404
Intangible assets (b),(c) - 8,084 8,084
Property, plant and equipment (c) 3,667 (1,390) 2,277
Deferred tax assets (a),(b) - 8,331 8,331

42,303 18,793 61,096
Current assets
Inventories 350 - 350
Trade and other receivables 50,244 - 50,244
Cash and cash equivalents (d) 32,870 - 32,870
Deferred tax asset (a),(b) 3,722 (3,722) -

87,186 (3,722) 83,464
Total assets 129,489 15,071 144,560
LIABILITIES
Current liabilities
Trade and other payables (f) 71,192 (89) 71,103
Current tax liabilities 11,972 - 11,972
Financial liabilities - borrowings () 8,010 89 8,099

91,174 - 91,174
Non-current liabilities
Financial liabilities - borrowings U] 103,240 127 103,367
Deferred tax liability (@),(b) - 7,748 7,748
Non-current deferred income ) 7,059 (127) 6,932

110,299 7,748 118,047

Net liabilities (71,984) 7,323 (64,661)
SHAREHOLDERS’ EQUITY
Capital and reserves attributable to the Company’s
equity holders
Share capital 1 - 1
Share premium 3,376 - 3,376
Profit and loss reserve (deficit) (a),(b),(e) (75,192) 7,323 (67,869)
Other reserves (e) (169) - (169)
Total shareholders’ equity (deficit) (71,984) 7,323 (64,661)
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MICRO FOCUS INTERNATIONAL PLC

Effect of
transition to
Reconciliation of profit for the period ended UK GAAP IERS IERS
30 April 2005 Note $7000 $’000 $’000
Turnover 150,645 - 150,645
Cost of sales (b) (6,327) (4,587) (10,914)
Gross profit 144,318 (4,587) 139,731
Selling and distribution costs (48,105) - (48,105)
Research and development (b) (23,407) 5,809 (17,598)
Administrative expenses (a) (36,882) 3,768 (33,114)
Operating profit 35,924 4,990 40,914
Interest payable and similar charges (8,656) - (8,656)
Interest receivable and similar income 382 - 382
Taxation (@),(b) (10,101) (1,496) (11,597)
Profit for the financial period 17,549 3,494 21,043

Explanation of reconciling differences between UK GAAP and IFRS

(@)

(b)

(©)

(d)

(€)

(f)

The goodwill arising from the acquisition of the Group from Merant Plc was previously amortised
under UK GAAP on a straight line basis over its estimated useful economic life of 14 years. As at
1 May 2004 the net book amount under UK GAAP was adopted as the opening cost under IFRS.
This goodwill is no longer amortised, but is subject to reviews for impairment. There is also a
corresponding deferred tax movement as a result.

Development costs were previously expensed through the profit and loss account, as permitted by
UK GAAP. In accordance with 1AS 38, development costs that meet certain criteria, must be
capitalised and amortised over the useful economic life to which they relate. The creation of this
intangible represents a temporary difference under IFRS that leads to a corresponding deferred tax
liability.

Purchased computer software costs were previously recorded as property, plant and equipment, as
permitted by UK GAAP. In accordance with IAS 38, all purchased computer software is recorded
as an intangible asset.

Under UK GAAP deposits held with financial institutions that cannot be withdrawn without
penalty are categorised as current asset investments, provided they can be withdrawn within one
year. Under IFRS cash and cash equivalents includes all deposits with up to three months notice.

Under UK GAARP treasury shares are shown as a movement in the profit and loss reserve. Under
IFRS treasury shares are shown in other reserves.

Under UK GAAP finance lease liabilities are shown under trade and other payables and other non-
current liabilities. Under IFRS these are shown as borrowings.
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MICRO FOCUS INTERNATIONAL PLC
Explanation of material adjustments to the cash flow statement

€)) Amounts paid for capitalised development costs during the period ended 30 April 2006 are
classified as part of cash flows from investing activities under IFRS, but were included as part
of operating cash flows under UK GAAP.

(b) Under IFRS cash and cash equivalents includes short term deposits, under UK GAAP the
same has been included in the management of liquid resources category.

There are no other material differences between the cash flow statement presented under IFRS and the
cash flow statement presented under UK GAAP.
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