¥ Turnover increased
- Overall by 17% to £11.28 million (2006: £9.67 million)

- On a pre-acquisition basis Turnover increased 5%

¥ Annual value of contracted support revenues
of £4.26 million including the addition of £1.0 million
in Immediacy (2006: £2.50 million)

¥ Reported EBITDA loss before FRS20 Share Option
charges of £1.30m (2006: probt of £0.97 million)

¥ The loss reported includes Pepperio losses of £1.06m

¥ Cash of £1.78 million as at 30th September 2007
(2006: £1.08 million)

¥ Continued investment in software development
of £1.15 million (2006: £1.37 million)

¥ Released a new version of Mediasurface Morello 5.5
in January 2007 and 5.6 in August 2007

¥ Further leveraged benebt of Indian R&D centre

Annual value
of support
revenue of
£4.26 million.

Continued
investment

In software
development

of £1.15 million.




Group prospects are
much improved.

Immediacy has enjoyed
signikcant growth.

The Group achieved revenues

of £11.28 million (2006: £9.67 million), up

17 per cent. compared to last year including
the acquisition of Immediacy Limited.

The Group reported an EBITDA loss excluding
non-cash exceptional items of £1.30 million
(2006: probt £0.96 million) for the full year.

During the year, the Group lost £1.06 million on
providing the Pepperio roll-out. Excluding this
investment and the investment in US expansion,
the Group was break-even at EBITDA level.

As at 30th September 2007 the Group had
£1.78 million (2006: £1.08 million) in cash
excluding a three year term loan due

of £1.90 million (2006: £nil).

In July 2007, the Group concluded the
acquisition of Immediacy Limited which added

a new product to the GroupOs product portfolio
addressing the medium sized enterprise market.
The business has enjoyed signipcant growth in
this market sector and this continued to be the
case post-acquisition, reporting results slightly
ahead of expectations during the last quarter.

Morello had a mixed year. Having enjoyed

a probtable prst half, reporting signipcant wins
at the Foreign and Commonwealth Ofpce and
Ofpce of Fair Trading, the second half proved to
be more challenging. The Group had anticipated
that the launch of Microsoft Ofbce SharePoint
Server (MOSS) 2007 would be a disruptive
event in the Morello market and to counter this
developed an innovative MOSS Connector to
allow customers to leverage MOSS content in
Morello. The Group experienced extended sales

cycles whilst customers digested

the merits of MOSS 2007 who eventually
concluded that the Microsoft product did

not meet the needs of Enterprise Content
Management. In addition, sales opportunities
in the GroupOs bnancial vertical were also
delayed by the turmoil in the Financial Markets
toward the end of our Pnancial year. As a
consequence, Morello revenues grew by a
modest 5 per cent. compared to last year.

In line with stated policy, earnings for the
foreseeable future will be reinvested to Pnance
the growth of the Group and acquisition
strategy. Consequently the Directors do not
recommend the payment of a dividend.

(2006: £Nil)

The Board is now conbdent that the GroupOs
prospects are much improved as a result of the
cost savings made. We now have every reason
to believe that further progress will be achieved
based on an encouraging start to the new
Pnancial year.

In conclusion, | would like to express my
appreciation to all the management, staff
and shareholders for their continued
support during the year.

MICHAEL JACKSON
CHAIRMAN
18th Febuary 2008




The year ended 30th September 2007 was
characterised by two very different halves to
the year. In the prst half the Company delivered
revenues of £6.06 million and an EBITDA of
£0.47 million. This was based on continued
strong sales successes around the major
Morello product line, coupled with exceptionally
strong demand for professional services and a
growing pre-contracted maintenance annuity
stream. During the Prst half, the business
enjoyed a number of high probPle, high value
new business sales wins including the Foreign
and Commonwealth Ofbce, the Ofpce of Fair
Trading and VRT, a major Belgian broadcaster.

The second half of the year was much more
challenging for the core Morello business. The
professional services and maintenance revenue
streams remained very strong with continued
high demand for services and continued

growth in the pre-contracted revenues for
maintenance. The company ended the year
with an annualised pre-contracted run rate of
£3.26 million (2006: £2.50 million) for the Morello
maintenance stream. The situation in Morello
licence sales was however much more difpcult.
There were two principal contributing market
factors which had a much greater impact on the
sales result than had been anticipated by the
management. Firstly, the launch of MOSS 2007
in April resulted in a much greater marketplace
overhang than expected. As a direct result,
sales cycles were heavily delayed while
customersO internal teams were distracted into
evaluating MOSS as a potential solution to their
web content management needs. In reality,
MOSS was deemed not a suitable product by
the vast majority of potential customers and no
deals were lost to MOSS, however the delays
and associated sales efpciency impacts within
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the business did have a signibcant negative
impact on the expected top line revenue.

The business enjoyed
a number of high
proble, high value
new business

sales wins.

The second key impact was less predictable.
The effect of the Ocredit crunchO following on
from the issues in the US with respect to the
sub-prime market resulted in uncertainty in one
of our key markets, Pnancial services. The effect
of this so close to the year end on a market that
typically represents approximately 25 per cent.
of our revenues was dramatic as prospects
suspended, postponed or delayed a signibcant
number of sales cycles.

PEPPERIO

The Pepperio product line had a disappointing
year after a very promising start. The early
encouraging signs persuaded management to
continue to invest in channel establishment

and a high growth strategy. Unfortunately the
channel strategy proved successful from a
channel partner recruitment perspective but,
with a few notable exceptions, the channel
proved not so successful from a sales execution
standpoint. The resulting numbers of customers,
whilst continuing to grow, was disappointing

in the second half of the year and consequently,
following the trading announcement in October
2007, signilzant cost reduction initiatives were
implemented. The core Pepperio proposition
remains compelling to both customers and
partners alike and holds the long term prospect
for the group of a secure annuity style revenue
from the Software as a Service (SaaS) model.
Expectations have accordingly been reset
within the business and the costs associated
with the product line dramatically reduced.
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Immediacy now
represents 30% of
the overall business.

ACQUISITION

Also in the second half, and on a far

more positive note, the Company acquired
Immediacy Limited, a UK based provider of Web
Content Management Software to two sectors;
mid-sized companies where the solution is
deployed as the strategic web platform; and
within larger organisations where the solution
is acquired tactically to support departmental
or project based initiatives. Immediacy sits
well within the overall product line up of
Mediasurface and has enjoyed previous years
of growth and success. In the brst quarter of
ownership of Immediacy within the group, the
business slightly exceeded expectations and is
now a major contributor to the plc representing
around 30 per cent of the overall business.
The proble of the Immediacy revenue stream
is the same as Morello (namely, licence sales,
professional services and maintenance) but
the fact that it is a lower price, higher volume
model assists the group in reducing the risks
associated with the very high value but less
frequent licence transactions in Morello.

LAWRENCE FLYNN
CHIEF EXECUTIVE OFFICER
18th February 2008
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EXECUTIVE CHAIRMAN:

Michael Jackson (Aged 57)

Michael founded Elderstreet Investments
Limited in 1990 and is its Executive Chairman.
For the past 25 years, he has specialised in
raising Pnance and investing in the smaller
companies sector. Michael is currently
Chairman of PartyGaming plc and until August
2006 was Chairman of a FTSE100 company,
The Sage Group plc. Other former directorships
include Computer Software Group plc and Planit
Holdings. He is also a Director and investor in
many other quoted and unquoted companies,
including Netstore plc. Michael studied law

at Cambridge University, and qualiled as a
chartered accountant with Coopers and Lybrand
before spending e years in marketing for
various US multinational technology companies.

CHIEF EXECUTIVE OFFICER:
Lawrence Flynn (Aged 43)

Lawrence joined Mediasurface in

March 2002 and has 20 yearsO experience
within the IT applications industry. Since
1993, he has had P&L responsibility at
Minerva Industrial Systems plc, the
professional services division of Origin UK
Limited, and Europe, Middle East and Africa
operations of the Wonderware Corporation
and i2 Technologies Inc.

CHIEF FINANCIAL OFFICER

David Deacon (Aged 47)

David joined Mediasurface in September

2002 and is a fellow of the Chartered Institute
Management Accountants. He has 27 yearsO
Pnancial, commercial and management
experience gained in the UK and internationally
for a range of technology businesses including
Kalamazoo International plc, Wonderware
Corporation and R L Polk & Co.

NON-EXECUTIVE DIRECTOR

Francis Maude (Aged 54)

A barrister by training, Francis was Prst elected
to Parliament in 1983. He was a government
minister between 1985 and 1992 holding the
posts of Minister for Corporate and Consumer
Affairs at the DTI, Minister of State at the
Foreign Ofbce and Financial Secretary to the
Treasury. Following the 1997 election, he was
Shadow Secretary for Media, Culture and Sport
from 1997 to 1998, Shadow Chancellor from
1998 to 2000, Shadow Foreign Secretary from
2000 to 2001 and Chairman of the Conservative
Party from 2005 to 2007. He is now Shadow
Minister for the Cabinet Ofpce. He is non-
executive Chairman of The Mission Marketing
Group, Chairman of Prestbury Holdings, and
Deputy Chairman and Senior Independent
Director of Benbeld Group.

NON-EXECUTIVE DIRECTOR:

Vin Murria (Aged 45)

Vin Murria has over 20 yearsO experience

of working for Venture Capital, Private Equity
and publicly listed companies focussed on

the software sector. During this time, Vin has
held a number of senior positions, including
Chief Executive Ofbcer of Computer Software
Group plc, which she took private in May 2007,
merged with IRIS in July 2007 and subsequently
sold to Hellman Friedman for $1billion. Vin is a
Partner at Elderstreet Capital, and was formerly
European Chief Operating Ofpcer for Kewill
Systems plc and Chairwoman of Leeds Group
plc. She is currently chairwoman at BSG plc, and
Innovise plc, and NED at Concateno plc.
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The Directors present their audited Pnancial statements
for the year ended 30th September 2007.

PRINCIPAL ACTIVITIES

The Company is a holding company. The principal
activities of the group comprise the development,
marketing and implementation of software solutions for
the Internet and other digital channels. A more detailed

review of the business can be found in the ChairmanOs and

Chief ExecutiveOs Reports on pages 2 to 4.

RESULTS AND DIVIDENDS

The Bnancial statements for the year ended

30th September 2007 are set out on pages 12 to 34
The group loss for the year, after taxation and FRS20
non-cash charge was £1,751,263 (2006: £719,537 fgjob
No dividend is proposed.

FINANCIAL INSTRUMENTS
Please refer to Note 17.

BUSINESS REVIEW

A review of the GroupOs position as at

30th September 2007 together with a review

of the development and performance of the Group

during the Pnancial year is contained in the Financial
and Operating Highlights, ChairmanOs Report and Chief
ExecutiveOs Report. The principal risks and uncertainties
facing the company not covered in the Financial and
Operating Highlights, ChairmanOs Report and

Chief ExecutiveOs Report include:

¥ The Pnancial performance and working capital
requirements may be affected by extended customer
evaluation before committing to purchase the
GroupOs products; implementation problems with the
introduction of new versions; growth rates in markets
into which the products are sold; market acceptance
and demand for the GroupOs products;

¥ Management of growth and the adequacy of
management, Pnancial and operational systems;

¥ The retention of key personnel and recruitment
of new staff is naturally important in order to fulbl
planned business growth;

¥ The market in which the Group operates is
characterised by rapidly evolving technology

and standards. The GroupOs success depends

on maintaining a functional advantage over the
competition. No assurance can be given that the
competition may not acquire or develop equivalent
technologies which may adversely affect sales level
and pricing of the GroupOs products.

DIRECTORS AND THEIR INTERESTS

The Directors who served throughout the year were as follows:
M Jackson

L B Flynn

D A Deacon

F Maude

V Murria

The Directors who served during the year and their
benebcial interests in the CompanyOs 1p ordinary share
capital as at 30th September 2007 were as follows:

2006
M Jackson 2,743,232
LB Flynn 1,110,077
DA Deacon 55,395
F Maude 100,000
V Murria b

Details of DirectorsO share options are given in Note 9
to the accounts.

None of the Directors had any benetial interest in the
issued share capital of any other group Company, as daed
by the Companies Act 1985, at any time during the year.

PAYMENT OF CREDITORS

It is the GroupOs practice to agree credit terms with

all suppliers and pay all approved invoices within these
agreed terms. The average trade creditor days for the
year was 39 days (2006: 47 days).

RESEARCH & DEVELOPMENT

The Group continues to invest in Research & Development
in both the UK and India in order to deliver software
innovations identibed in the product roadmap. India
accounted for a greater proportion of activity during the
year accounting for a reduction in overall R&D costs. The
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continued

company has spent £1,149,307 (2006: £1,371,245) during
the year, developing new Morello client-side software
enhancements and server-side functionality including

a database independent version. The Directors believe
this investment is crucial for future growth.

POST BALANCE SHEET EVENTS

A placing was completed 18th February 2008

of 15,000,000 shares for cash at £0.05 per share
raising £750,000 gross for working capital purposes.

In addition, the Group implemented a cost reduction
programme in January 2008 substantially reducing the
break-even point of the business on a go-forward basis.

AUDITORS
In the case of each person who was a director
at the time this report was approved:

¥ so far as that director was aware there was
no relevant available information of which the
companyOs auditors were unaware; and

¥ that director had taken all steps that the director
ought to have taken as a director to make himself or
herself aware of any relevant audit information and
to establish that the companyOs auditors were aware
of that information.

This conbPrmation is given and should be interpreted

in accordance with the provision of s234ZA of the
Companies Act 1985.A resolution to re-appoint Nexia
Smith & Williamson as the CompanyOs auditors will be
proposed at the forthcoming Annual General Meeting.

By order of the Board

DAVID DEACON
COMPANY SECRETARY
18th February 2008

Registered Ofp ce
Mediasurface House
Newbury Business Park
London Road

Newbury

Berkshire

RG14 2QA
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The Group is committed to high standards of corporate
governance and is accountable to the shareholders for
good governance. The Board currently consists of an
independent Chairman, the Chief Executive, the Chief
Financial Ofpcer and two Non-Executive Directors, and
meets regularly, typically on a monthly basis. These
individuals demonstrate a range of experience sufbcient
to bring considered judgement on all business issues and
standards of conduct vital to the GroupOs success.

COMBINED CODE

The Group is committed to applying the highest
principles of corporate governance having regard to

the current stage of the development of the Group and
complying, as far as practicable, with the Combined Code
on Corporate Governance.

INTERNAL CONTROLS

The Board takes responsibility for establishing and
maintaining reliable systems of control in all areas
of operation. These systems of control, especially

of bnancial control, can only provide reasonable, not
absolute, assurance that no material loss or
misstatement has occurred.

The key features of the system of internal control
are set out below:
¥ the Group has established a clearly debned and
focused management structure which is subject
to regular review;

the Group prepares and monitors Pnancial reporting
on a monthly basis against budget, forecast and
other key performance indicators;

the Group conducts regular internal systems reviews
of subsidiary operations.

The Board considers that there have been no substantial
weaknesses in internal Pnancial controls that have resulted
in any material losses, contingencies or uncertainties
which need to be disclosed in the accounts. The Board has
considered the need for an internal audit function within
the Group and concluded there is no current need for such
a function. The Board can conbrm there is an ongoing
process for identifying, evaluating and managing the

signibcant risks faced by the Group, and that this process
has been in place for the year under review and up to the
date of the approval of the Annual Report and Accounts.
This process is regularly reviewed by the Board.

STATEMENT OF DIRECTORSO RESPONSIBILITIES
United Kingdom company law requires the Directors

to prepare bnancial statements for each Pnancial year,
which give a true and fair view of the state of affairs

of the Company and Group as at the end of the Pnancial
year and of the probt or loss of the Company and Group
for that period. In preparing those Pnancial 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 departure
disclosed and explained in the accounts;

prepare the bPnancial 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 Pnancial position of the Company
and Group and to enable them to ensure that the Pnancial
statements comply with the Companies Act. They are also
responsible for the system of internal control, safeguarding
the assets of the Company and Group and hence for taking
reasonable steps for the prevention and detection of fraud
and other irregularities. The Directors are responsible for
ensuring that the Directors® Report and other information
included in the Annual Report is prepared in accordance
with UK company law. They are also responsible for
ensuring that the Annual Report includes information
required by the AIM rules.
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The maintenance and integrity of the GroupOs website
is the responsibility of the Directors. The work carried
out by the auditors does not involve consideration of
these matters and accordingly, the auditors accept no
liability for any changes that may have occurred to the
information contained in the accounts since they were
initially presented on the website.

Legislation in the UK governing the preparation
and the dissemination of the accounts and other
information included in annual accounts may differ
from legislation in other jurisdictions.

ACCOUNTING POLICIES

The Board considers the appropriateness of its accounting
policies on an annual basis. The Board believes that its
accounting policies and estimation techniques are prudent
in particular in relation to income recognition, research
and development and deferred expenses.

BOARD OF DIRECTORS

The Board, comprising of two Executive Directors,

an Executive Chairman and two Non-Executive Directors,
is responsible for the overall strategy and direction

of Mediasurface plc, as well as approving potential

SHAREHOLDER RELATIONS

Mediasurface plc is dedicated to open communication with
all its shareholders. Communication is primarily through
the AGM where participation is encouraged so that the
Board may answer questions. The Group maintains an AIM
rule 26 compliant website www.mediasurface.com which
contains up to date information on the Company which
shareholders are advised to visit from time to time.

Every shareholder receives a full Annual Report each

year end and at the half year receives an Interim Report.
Care is taken to ensure that any price-sensitive information
is released to all shareholders, institutional and private,

at the same time in accordance with London Stock
Exchange rules.

Mediasurface plc is committed to giving a full, timely
and realistic assessment of its business in a balanced
way, in all price-sensitive reports and presentations.

AUDIT COMMITTEE

The Audit Committee is formally constituted

with terms of reference. The Committee consists

of Michael Jackson (Chairman) who is the Executive
Chairman, Francis Maude a Non-Executive Director

acquisitions, major capital expenditure items and Pnancing and David Deacon an Executive Director.

matters. The Board meets at least once a month. The Board

is provided with timely information in a form and of

a suitable quality to enable it to discharge its duties.
Advice from independent advisors is available if required.
The Board monitors exposure to key business risks and
reviews strategic direction of the Group and the annual
budgets as well as their progress against those budgets.

The Board Members and their roles are described

on page 5. The Executive Directors, Lawrence Flynn

and David Deacon, have service contracts terminable
upon 6 and 3 monthsO notice respectively. In accordance
with the CompanyOs Atrticles of Association, one third

of Directors are required to retire by rotation at the Annual
General Meeting (AGM). During the year both Lawrence
Flynn and David Deacon retired and were re-appointed
at the AGM.
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The Committee reviews the interim and pPnal

accounts prior to approval by the Board. Additionally
the Audit Committee reviews the provision of non-audit
services by external auditors.

THE REMUNERATION COMMITTEE

The Remuneration Committee is chaired by Francis
Maude and also comprises of Vin Murria who are both
Non-Executive Directors. The Committee determines the
remuneration and benebts package for both the Executive
Directors and any changes to their service contracts. The
Committee also approves any share-related incentive
schemes within the Group.

GOING CONCERN

The Directors have reviewed the GroupOs budget
and cashfR3ow for 2008/09 and the medium term plan
and are satisbed that it is appropriate to prepare the
accounts on the going concern basis.




INDEPENDENT AUDITORSO REPORT TO THE
SHAREHOLDERS OF MEDIASURFACE PLC

We have audited the Group and parent company
accounts (Othe accountsO) of Mediasurface plc for

the year ended 30th September 2007 which comprise
the Consolidated Probt and Loss Account, the
Consolidated Statement of Total Recognised Gains and
Losses, the Consolidated and Company Balance Sheets,
the Consolidated Cash Flow Statement, and the related
Notes 1 to 25. These accounts have been prepared under
the accounting policies set out therein.

This report is made solely to the companyOs 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 companyOs
members those matters we are required to state to them

in an auditorsO 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 DirectorsO responsibilities for preparing the Annual
Report and the accounts in accordance with applicable
law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice) are set
out in the Statement of DirectorsO Responsibilities.

Our responsibility is to audit the accounts in accordance
with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the accounts
give a true and fair view and are properly prepared in
accordance with the Companies Act 1985. We report to
you whether in our opinion the information given in the
DirectorsO Report is consistent with the accounts. The

information given in the Directors® Report includes that
specibc information presented in the ChairmanOs and
Chief ExecutiveOs Reports and the Financial and Operating
Highlights that is cross referred from the Business Review
section of the DirectorsO Report. We also report to you if, in
our opinion, 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 the information
specibed by law regarding Directors® remuneration and
transactions with the company is not disclosed.

We read other information contained in the Annual Report
and consider whether it is consistent with the audited
accounts. This other information comprises only the
Financial and Operating Highlights, ChairmanOs Statement,
the Chief ExecutiveOs Report, The Board of Directors,

the DirectorsO Report, and the Report on Corporate
Governance. We consider the implications for our report

if we become aware of any apparent misstatements

or material inconsistencies with the accounts. Our
responsibilities do not extend to any other information.

BASIS OF AUDIT OPINION

We conducted our audit in accordance with International
Standards on Auditing (UK and Ireland) issued by the
Auditing Practices Board. An audit includes examination,
on a test basis, of evidence relevant to the amounts and
disclosures in the accounts. It also includes an assessment
of the signibcant estimates and judgements made by

the Directors in the preparation of the accounts, and

of whether the accounting policies are appropriate to

the companyOs 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
sufpcient evidence to give reasonable assurance that the
accounts 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 accounts.
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OPINION
In our opinion:

¥ the accounts give a true and fair view, in accordance
with United Kingdom Generally Accepted
Accounting Practice, of the state of the GroupOs and
parent companyOs affairs as at 30th September 2007
and of the groupOs loss for the year then ended;

¥ the accounts have been properly prepared in
accordance with the Companies Act 1985; and

¥ the information given in the DirectorsO Report
is consistent with the accounts.

NEXIA SMITH & WILLIAMSON
CHARTERED ACCOUNTANTS
Registered Auditors

25 Moorgate

London

EC2R 6AY

18th February 2008

The maintenance and integrity of the Mediasurface plc
website is the responsibility of the Directors, the

work carried out by the auditors does not involve
consideration of these matters and, accordingly, the
auditors accept no responsibility for any changes that
may have occurred to the accounts since they were
initially presented on the web site.

Legislation in the United Kingdom governing the
preparation and dissemination of accounts may
differ from legislation in other jurisdictions.
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10,143,829
1,139,701
11,283,530,

(998,110)

(111,163)

9,145,719
1,028,538

(11,006,918)
(893,190)

(11,900,108

(1,861,199)
135,348
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(1,671,066)

195,896

(1,475,17(
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(21,683,42

7,201,378
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151,767
127,623
93,056
68,363
416,941
126,450
49,763
(694,403)

4,280,915
2,000,000

6,178,050

615,211
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