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UK MAIL LTD

DIRECTORS' REPORT
for the year ended 31 March 2009

The directors present their annual report and the audited financial statements of the Company for the year ended 31 March 2008.

PRINCIPAL ACTIVITY

UK Mail Ltd is a private limited company incorporated on 7th November 1986 under English law and domiciled in England. On 16th March 2003,
the Company was wholly acquired by Business Post Group ple (Group’), a public limited company incorporated and domiciled in England and
listed on the London Stock Exchange (LSE:BPG).

The principal activity of the Company is the operation of business mail collection and delivery services.

REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS

Pre-tax profits of £11,272k (2008: £9,747k) have been achieved on revenue of £164,511k (2008 £137,307k). The directors consider the resuits
to be satisfactory.

As expected, the rate of growth has moderated from the very high levels previously achieved, but the business enjoyed continued success in
attracting significant new as well as retaining, and generating further mail growth from existing customers. As a result volumes handled rose 33%
o 2,322m and revenues rose 19.8% to £184.5m. The Company now enjoys a market share, by volume of mail collected in the UK of some 17%.,
compared t0 11% a year ago.

UK Mail operating profits were up 14,9% to £11,481k (2008: £9,992k), reflecting the good revenue growth offset by a slight decrease in the
operating margin to 7.0% (2008: 7.3%).

The continued focus on cash management resulted in a 6.0 day reduction in deblor days to 25.7 days (2008: 31.7 days).

Importantly, some 70% of our mait volume is based on delivering regular staternents or statutory notifications and is therefare less exposed to
fluctuations in levels of economic activity. However, the volume of other more discretionary mail, such as direct marketing material, has
inevitably been impacted as a result of the economic slowdown.

We continue to see good growth prospects for our mail business. The primary oppartunities lie through existing customers providing us with more
of their mail valumes, new customers being attracted to the services we currently offer, and the development of new products and service that
will further increase the proportion of the total UK mail market available to us.

Following publication of the independent Hooper Review of the UK postal services sector, the resultant Postal Services Bilt is currently
progressing through parliament. The Bill's proposals are designed to create a stronger and more efficient Royal Mail, an outcome that we believe
will be of significant benefit to the UK mail industry as a whole.

FINANCIAL AND OPERATIONAL RISK MANAGEMENT

As part of the Business Post Group of companies, the Company has an established risk management monitoring and review process. The
process requires management of the business to identify, evaluate and monitor risks and take steps to reduce, eliminate or manage those risks.
The risk management plan is reviewed by both the board of the Company and that of the Group.

The Group Board has overall responsibility for ensuring that the Group maintains a system of internal control to provide it with reasonable
assurance regarding effective and efficient operations, internal financial control and compliance with laws and regulations. There are inherent
imitations in any system of internal controf and, accordingly even the most effective system can provide only reasonable, and not absolute,
assurance.

The key features of the internal control system within the Group are :

clearty defined delegation of responsibilities, including relevant authorisation levels;

clearly documented internal procedures set out in operational and administration manuals;

regular compliance audit visits to all sites to monitor compliance with procedures and assess the integrity of finangial information;

review of financial procedures by the internal auditor;

close invalvement of executive directors in monitoring and managing the main risk areas of the business;

regufar information provided to senior management, covering financial performance and key business indicators; and

monthly monitoring of results against budget and forecast, with major variances being followed up and management action taken where
necessary.
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The Group Board has reviewed the effectiveness of the intemal control systems during the period covered by the accounts and up to the date of
the approval of the accounts. This review covered all controls, including financial, operational and compliance controls and risk management.
PRINCIPAL RISKS AND UNCERTAINTIES

The management of the business and the execution of the Company's strategy are subject to a number of risks. Business Post Group has an
established risk management monitoring and review process. The process requires management of the business to identify, evaluate and
monitor risks and take steps to reduce, eliminate or manage those risks. The risk management plan is reviewed by both the Group's and the
Company's Boards.

The primary risks and uncenainties facing the business which could have a material adverse impact on the Company include:

Market risk

Overall, since the vast majority of the Company's activities are provided to UK businesses, the fortunes of the Company are linked to the general
hiealth of the UK economy. The Company's exposure is limited by being spread across a wide range of customers. No customer accounts for
more than 9% of revenue.

Credit risk

Credit risk arises from cash and cash equivalents, as well as credit exposures to trade receivables.

Cash and cash equivaents held by the Company include bank balances with a maturity of one week or less. The credit risk on these liquid funds
is limited because in all cases the counterparties are banks with high credit ratings confirmed by international credit-rating agencies.

The Company has a significant concentration of credit risk 1o the transportation sector, although the Company's exposure is limited by being
spread across a wide range of customers. The largest customer accounts for less than 9% of revenue. The Company has implemented policles
that require appropriate credit checks on potential customers before sales commence and strict credit control of outstanding amounts. Trade
credit insurance is employed to protect any significant exposure to bad debts.

Regulatory risk

The UK mail market is regulated by the Postal Services Commission (Postcomm’), under the Postal Services Act 2000. Their key job is to
ensure that licensed postal operators, including Royal Mail, meet the needs of their customers throughout the UK. As such, they have
responsibility for licensing postal operators (for mail costing less than £1 to deliver and weighing less than 350 grams), and for ensuring that
competition exists in the mail market.

On 16 December 2008 the Independent Review of the Postal Services Sector in the UK (the Hooper Review) published its findings and
recommendations, which the government accepted in full. The resultant Postal Services Bill 2009 includes provisien for the transfer of regulatory
responsibility for postal services 1o Ofcom, and the subsequent abolition of Postcomm at some point in the 2008/10 business year. Until the
Postal Services Bill receivas Royal Ascent, and responsibility is vested in Ofcom, Postcomm remains responsible for postal regulation.

Price risk

Pricing is determined through reference to the contractual agreement that the Company has with Royal Mail. These terms are monitored by
Postcomm.

Interest rate risk
The Company holds net cash balances. interest does not accrue on these balances.
The Company also holds interest-bearing liabilities in the form of finance leases, with interest charges fixed at the inception of the lease.

Shori-term financing is provided by the parent Company, with no interest charged to the Company. As a result the Company is not exposed to
any interest rate risk.

Liquidity risk

The Board reviews both the lang and short-term financing requirements of the Company to ensure that there are sufficient available funds both
for the day-to-day operations of the Company and for planned capital investments.

At the year end, the Business Post Group of companies had undrawn borrowing facilities of £5m (2008: £12m) under a facility expiring 31
December 2009,
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Capital risk

The Company's objective when managing capital is to safeguard the Company's ability to continue as a going concern in order to provide retums
for shareholders and benefits for other stakeholders.

Foreign exchange risk

The Company is not significantly exposed to the effects of fluctuations in exchange rates since all income is in sterling and costs denominated in
foreign currency, principally the euro, represent less than 1% of all expenditure.

KEY PERFORMANCE INDICATORS (KPl's)

A number of performance measures are used to assess the development, undertying business performance and position of the Company. These
are used collectively, and are periodically reviewed to ensure that they remain appropriate and meaningful measures of the Company's
performance.

Flnancial

- Revenue growth
- Mail volumes

- Operating profit

- Operating margin
- Debtor days

These are ail discussed in the section entitled ‘Review of business and future developments’ above.

Further performance measures relate 1o the success and safety of our people and environmental performance, including accident rates, health
ang safety compliance, and waste recycling. The Company is currently developing our reporting systems and expects to report on these in future
years.

RESULTS AND DIVIDENDS

The Company's profit for the financial year was £7,844k (2008: £6,804k). No interim dividend was paid during the year (2008: Enil). The directors
recommend the payment of a final dividend of £77,000 per share amounting to £7.7m payable 10 July 2009 (2008: Enil).

The profit for the year of £7,944k (2008: £6,804k) has been transferred to reserves.

CHARITABLE AND POLITICAL DONATIONS

The Company made no charitable donations {2008: £nil} dusing the year. No political donations were made (2008 £nil).

SUPPLIER PAYMENT POLICY

The Company's policy conceming the payment of its trade payables is to follow the Better Payment Practice Code which can be found at
hitp:/fwww.payontime.co.uk. The Company endeavours to agree standard terms of payment with its major suppliers at the commencement of
business. Suppliers fulfilling the conditions of supply are paid in accordance with the agreed standard terms. Other suppliers are paid in
accordance with the contractual terms as agreed from time to time. As at 31 March 2009, the Company had 25.1 days (2008: 33.3 days)
purchases outstanding in trade payables.

EMPLOYMENT POLICY

The Company's policy is to maintain as far as practicable, close consultations with employees on matters likely to affect their interests and, to this
end, the utimate parent company esiablished an Employee Consultative Group in April 2003. The Company is an equal opportunities employer
and holds an investors in Peaple certificate.

The Company's policy and practice is 10 encourage the recruitment and subsequent training, career development and promotion of disabled

persons according to their aptitudes and abilities, and the retention and retraining of employees who also become disabled during their
employment.
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DIRECTORS
The direciors who have held office during the year and up 1o the date of signing the financial statements were:

C G Buswell
W Cockburn
5 Glew

P ¥ane

| Paterson

S Patrick

Charisse Biddulph resigned as Company Secretary on 30 Janeary 2008, A replacement Company Secretary has not been appoinied as
permitted by 5270 of the Companies Act 2008.

DIRECTORS' INDEMNITIES
in accordance with the Company's Articles of Association, directors are granted an indemnity from the Company to the extent permitted by law in

respect of liabilities incurred as a result of their office. The Company maintains insurance against ceriain liabilites which could arise from a
negligent act or a breach of duty by its directors and officers in the discharge of their duties.

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for preparing the annual report and the financial statements in accordance with applicable law and reguiations.
Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have elected to prepare
the financial statements in accordance with Intemnational Financial Reporting Standards (IFRSs) as adopted by the European Union. The
financial statements are required by law 1o give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company
for that period.

In preparing those financlal statements the directors are required to select suitabte accounting policies and then apply them consistently, make
judgements and estimates that are reasonable and prudent; state that the financial statements comply with IFRSs (as adopted by the European
Union); and prepare the financial statements on the going concemn basis, unless it is inappropriate to presume that the Company will continue in
business.

The directors confirm that they have complied with the above requirements in preparing the financial statements.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the financial position of
the Company and 1o enable them to ensure that the financial statemenis comply with the Companies Act 1885. They are also responsible for
safeguarding the asseis of the Company and hence for taking reasonable steps for the prevention and detection of fraud and other iregularities.
STATEMENT OF DISCLOSURE OF INFORMATION TO THE AUDITORS

In the case of each of the persons who are directors at the time when this report is approved, the following applies:

. s0 far as the director is aware, there is no refevant audit information of which the Company’s auditors are unaware, and

+  the director has taken ali the steps that he ought to have taken as a director in order to make himseif aware of any relevant audit information
and i¢ establish that the Company's auditors are aware of that infermation.

INDEPENDENT AUDITORS

As a result of an elective resolution, the Company has dispensed with the helding of an annual general meeting under Section 366A of the
Companies Act 1985 and dispensed with the obligation to appoint auditors annually under Section 386 of the Companies Act 1985,

PricewaterhouseCoopers LLP have indicated their willingness to continue in office and will therefore continue in office as auditors o the
Company until further notice.

On behalf of the board

—2

S Glew
Director
8 July 2009
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We have audited the financial statements of UK Mail £-td for the year ended 31 March 2009, which comprise the Income Statement, the Balance Sheet,
the Cash Flow Statement, the Statement of Changes in Shareholders’ Equity, and the related notes. These financial statements have been prepared
under the accounting policies set cut therein.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the financial statements in accordance with applicable law and International Financia! Reporting Standards
{IFRSs) as adopted by the European Union are set out in the Statement of Directors’ Responsibilities.

Qur responsibility is 10 audit the financial statements in accordance with relevant tegal and regulatory requirements and Intemational Standards on
Auditing (UK and Ireland). This report, including the opinion, has been prepared for and only for the company’s members as a body in accordance with
Section 235 of the Companies Act 1985 and for no other purpose. We do not, in giving this opinion, accept or assume responsibility for any other purpase
or to any other person to whom this report is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

We report to you our opinion as to whether the financial statements give a true and fair view and whether the financial statements have been properly
prepared in accordance with the Companies Act 1885. We also report to you whether in our opinion the information given in the Direclors' Report is
consistent with the financial statements.

In addition we 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 information specified by law regarding directors’ remuneration and other transactions is not disclosed.

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

Basis of audit opinion

We conducted our audit in accordance with 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 financial statements. It also includes an assessment of
the significant estimates and judgments made by the directors in the preparation of the financlal statements, and of whether the accounting policies are
appropriate to the company's circumstances, consistently applied and adequately disclosed.

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

Opinion

In cur opinion:

+ the financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union, of the state of the company's affairs as
at 31 March 2009 and of its profit and cash flows for the year then ended;

= the financial statements have been properly prepared in accordance with the Companies Act 1885; and

+ the information given in the Directors’ Report is consistent with the financial statements.

PrcewaterhouseCoopers LLP

Chanered Accountants and Registered Auditors
West London

8 July 2009
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INCOME STATEMENT

for the year ended 31 March 2009

2008

2009 Restated *

Notes £000 £'000

Revenue 2 164,511 137,307
Cost of sales (149,315) {122 334)
Gross profit 15,196 14,973
Administrative expenses {3,715) (4,981)
Operating profit 3 11,481 9,992
Finance costs payable 4 (209) {245)
Profit before taxation 1,272 9,747
Taxation 6 {3,328) (2,043)
Profit for the year TIBM 6,804

* see note 3

The profit for the year arises from the Company's continuing activities, and Is wholly attributable to equity holders of the Company.
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BALANCE SHEET

as at 31 March 2009

ASSETS

Non-current assets
Intangible assets

Property, plant and equipment
Deferred tax assets

Current assets
Trade and other receivables
Cash and cash equivalents

LIABILITIES

Current liabilities
Borrowings

Trade and other payables
Current tax liabilities
Provisions

Net current assets
Non-current liabilities
Borrowings

Deferred tax liabilities

Net assets

Shareholders' equity

Ordinary shares
Retained eamings
Total shareholders’ equity

Notes

10

ik

12
13

15

12
14

16

2009
£'000

491
5,022

5,613

105,010

1,785
106,795

(684)
(78,409)

(9,079)
(45
(88,217)

18,578

(2.724)
(186)

21,181

21,181

=

21,181

2008
£'000

649
4,870

5,704
67,063

11,701
78,764

(646)
(61,206)
(6,022)
67 884
10,880
(3,408)

13,176

13,176
13,176

The financial statements on pages 6 to 23 were approved by the board of directors on 8 July 2009 and were signed on its behalf by:

P

S Glew
Director

The related notes on pages 10 to 23 form part of these financial statements.
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CASH FLOW STATEMENT

for the year ended 31 March 2009

Cash flows from operating activities

Cash {used in)/generated from operations

Finance costs paid

Net cash {outflow)/inflow from operating activities

Cash flows from investing activities

Purchase of intangible assets

Purchase of property, plant and equipment

Net cash (outflow)/inflow from investing activities

Cash flows from financing activities
Repayment of finance lease liabilities
Net cash {outflow)/inflow from financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

Notes

18

22

22

2009
£'000

(7,730)
(209)
(7,939)

(243)

{1,088)
(1,331)

(648)
— (845}

{9,916)

11,701
1,785

2008
£'000

11,669

(245)
11,424

(261)
(390)
(651)

(811)
(611)

10,162
1,539
11,701
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STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

for the year ended 31 March 2009

Balance as at 1 April 2007

Employees' share option scheme:

- value of employee services
Profit for the financial year
Balance as at 31 March 2008

Balance as at 1 April 2008

Employees' share option scheme:

- value of employee services
Profit for the financial year
Balance as at 31 March 2009

Total

Ordinary Retained shareholders”
shares earnings equity
£'000 £'000 £'000

- 6,502 6,502

- {130) {130)

- 6.804 5,804

- 13,176 13,176

- 13,176 13,176

. 61 61

- 7,944 7,944

- 21,181 21,181
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 March 2009

Princlpal accounting policies

Accounting policies for the year ended 31 March 2009

The principal accounting policies adopted in the preparation of these financial staterments are set out balow. These policies have baen consistently applied to
all the years presented, unless otherwise stated.

Basis of preparation

These financial statements have been preparad in accordance with the Companies Act, 1985 and those International Financial Reporting Standards (IFRS) as
adopted by the European Union and International Financial Reporting Interpretations Committea (IFRIC) interpretations which are effactive as at 31 March
2009 (IFRS'). The following Standards, Interpratations and Amendments, which bacame effective for and were adopted during the year endec 31 March 2009,
had no material impact on the Company's results or financial pesition:

Effective date
IFRIC 12 'Service Concession Arrangements' 1 January 2008
IFRIC 14 'The Limit an a Definec Benefit Asset, Minimum Funding Reguirements and their Interaction’ 1 January 2008

The follewinng Standards, Inerpratations and Amendments are effective subsaquent to the year end and consequently have not been adopted for the y2ar
encled 31 March 2009. Application of these is not expected to result in a materia! change to the reported Company's results or financial position.

Effective date
|AS 1 {revised) 'Prasantation of financial statements’ 1 January 2009
IAS 23 (amendment) ‘Borowing Costs' 1 January 2009
IAS 32 {amendment) ‘Finantial instrurnents: Presantation’ 1 January 2009
IAS 36 {amendment) ‘intangible asseats’ 1 January 2009
IAS 39 {amendment) ‘Recognition and measurement' 1 July 2009
IFRIC 13 'Customer Loyalty Programmes’ 1 July 2008
IFRIC 15 'Agreemants for the construction of real astate’ 1 January 2009
IFRIC 16 ‘Hedges of a nat investment in a foreign operation’ 1 Qctober 2008
{FRS 1 {amendment) 'First time adoption of IFRS' and IAS 27, 'Consolidated and separate financial statements’ 1 January 2009
{FRS 2 {amandment) ‘Share-based payment' 1 January 2009
{FRS 3 {revisad) 'Businass combinations” 1 Juty 2009
IFRS 5 (amendment} 'Non-current assets held-for-sale and discontinued operations’ 1 July 2009
{FRS 8 ‘Operating segmeants’ 1 January 2009

The financial statements have been prepared under the historicat ost convention.

The preparation of inancial statements in conformity with IFRS, requires the use of estimates and assumptions that affect the reported amoun?s of assets and
fiabilitias at the date of the financial statements and the raported amounts of revenues and expenses during the reporting period. Although these estimates are
based on management's bast knowledge of the amount, event or actions, actual results ultimately may differ from those estimates.

The critical accounting judgements and tha key seurces of astimation uncertainty are detailed in note 26

The financial statementts have been prepared on a going concem basis.

Intanglble assets

Intangible assets include acquired computer software licences not part of the operating software acquired with @ related piece of hardware. These are

capitalised on the basis of the ©osts incurred to acquire and bring to use the specific software. These costs are amortised on a straight line basis ever their
estimated useful economic lives, normally threa to four years.
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for the year ended 31 March 2009

Cosls that are directly associated with davelopment of idertifiable and unique software products generated for use by the Company, and that will probably
generate economic benefits exceeding costs beyond cne year, are recognised as intangible assets. These represent the direct employment costs of software
developers time spant on ralevant projects. Computer software development costs recognised as assets are amortised over their estimated useful economic
lives typically being three years.

Property, plant and equipment

Properly, plant and equipment are stated at cost less accumulated depreciation and any impairment in value. Depreciation i3 provided on & straight-ine basis
50 as to write off the cost of the assets to their residual value over their estimated useful economic lives, using the following rates:

Fraehotd buildings fifty years
Short leasehold properties the period of the lease
Mater vehicles, plant and equipment 10% to 33%
Computar equipment 14% 1o 33%

The normal expected useful lives and residual values of the major categories of property, plant and equipment are reviewed annually.

The carrying value of property, plant and equipment is reviewsd at least annualfly. Any resultant impairment losses are charged immadiately to the income
statement.

Assets that are subject to depreciation are tested for impairment whenever events or changes in circumstances indicate that the carrying ameunt 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 1air value less costs to sel and its valuae in use.

Finance and operating leases

Leasing agreements, which transfer to the Company substantially all the risks and rewards of ownership of an asset, are reated as if the asset has been
purchased outright. The assels are included in fixed assets and the capital elements of the leasing commilmants are shown as obligations under finance
leases. The lease rentals are treated as consisting of capital and interest elements. The cepital element is applied o reduce the cutstanding obligations and
the interest element is charged against profit so as to give constant periodic rates of charge on the remaining balance outstanding at each accounting period.
Assets beld under finance leases are depreciated over the shorter of the lease tarm and the useful economic lives of equivalent owned assats,

Leases where the Company does not retain substantially all the risks and rewards of ownership of an asset, are classified as operating leases. Oparating lease
rental payments are recognised as an expense in the income statament on a straight lina basis over the term of the lease.

Revanue

Revenue reflects all sales made by the Company, and is stated net of value added tax. Revenue is recognised in the accounting period in which consignments
are delivered to Royal Mail.

Cost of szles

Cost of sales reflects all the direct costs incurred in the collection and delivery of a consignment, including the costs of sub-contracted and empioyed drivers,
linehaul costs, and Royal Mail access costs, Cost of sales includes the depreciation cost of mail sortation machines, cages and site equipment.

Administrative expenses

Administrative expenses reflect all the establishment and central support costs of tha Company, including the remuneraticn of head office personnel,
depreciation of buildings, amortisation of central iT systems, and bad debts.

Taxation
Tha tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payabla is based on the taxable profit for the year. Taxable profit differs from the nat profit in the income statement because it excludes itemns
of incoma or expense that are taxable or deductible in other years and it further excluces items that are never taxable or deductible.

The company provides deferred income tax using the balance sheet liability method on all temperary cifferences at the balance sheet date batween the tax
bases of assets and liabilities and their carrying amounts for financial reporting purpasas. Deferred tax assets are recognisad for all deductibte temporary
differences to the extent that it is probable that taxable profit will be available against which the deductible temporary differences, carry-forware of unused tax
assats and unused tax losses can be utilised. Beferred income tax assets and liabilities are measured a1 the tax rates that apply 1o the peried when the asset is
realised or the liabilisy is settlad, based on tax rates (and tax laws) that have been enacled or substaniively enacted at the balance sheet date.

Full provision is made for deferred taxation on all 1axable ternporary differences. Deferred tax assets and liabilities are recognised separately on the balance
sheat. Defarrad tax assets are recegnised only to the extent that they are expectad to be recoverabls.

Deferred taxation is recognised in the income statement unless it relates to taxabla transactions taken directly 1o equity, in which case the defared tax is also
recognised in equity. The deferred tax is released to the income statement at the same time as the (axable transaction is recognised in the income statement,
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Pension costs

The Company sponsors employees' personal pension plans. The assets of the plans are held separately from those of the Company in independently
administered funds. The pension costs charged in the income statement represent contributions payable by the Company to the plans together with the
administration charges of the plans.

Foreign currencies

Transactions in foreign currencies are recorded in sterling at the rate ruling at the transaction date. Monetary assets and fiabilities denominated in foreign
currencies are translated at the rate of exchange ruling at the balance sheet date. All exchange differences arising from trading transactions are dealt with in
the income statement.

Share-based payments

The parent company, Business Post Group plc operates several share-based payment schemes an behalf of eligible employees throughout the Group, the
largest of which are the SAYE plan, and the lang term incentive plan {LTIP). Further details can be found in the financial statements of that company.

The costs of equity-settled share-based payments are recognised in the income statement with a corresponding increase in equity over the vesting period as
services are provided to the Company. The charga is based on the fair value of the equity instrument granted and the number of equily insiruments that are
expacted 10 vest.

The fair value is measured at grant date and takes account of vesting conditions that relate to the market price of the ultimate parent company's shares. In
order to determine the value of the instrument a pricing mode! relevant to the type of instrument is used.

The costs of cash-settied share-based payments are recognisad in the income statemsnt with a corresponding increase in liabilities over the vesting period as
services are pravided to the Company. The charge is based on the fair value of the liability at each reparting date, with any changes in fair valus recognised in
the income statement.

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive} as a result of a past event, it is probable that ars outflow of
resources embodying economic benefits will be raquired to settle the obligation and a reliable estimate can be made of the amount of the obligation.

Where the Company expects a provision 10 be reimbursed, for example under an insurance contract, the reimbursement is recognised as a separate asset but
only when the reimbursement is virtually certain. If the effect of the time value of money is material, pravisions are determined by discounting the axpected
future cash flaws at a pre-tax rate that reflacts current market assessments of the lime value of money and, where appropriate, the risks specific to the liability.
Where discounting is used, the increase in the provision due to the passage of time is recognised as a finance cost.

Contingent liabilities

Contingent tiabilities represent possible obligations whose existence will be confirmed only by the occurrance or non-occurrence of one or more uncertain
future events not wholly under the controt of the Company. Gontingent Habilities also include certain obligations that will probably not lead to an autflow of
resources embodying economic benefits, or where the outflow of resources embodying economic benefits can not be measured with sufficient reliability. In
accardance with IFRS, contingent liabilities ara not recognised as liabilities.

Exceptional items

Material and non-recurring items of income and expense are disclosed in the income statement as exceptional items. Examples of itams which may give rise to
disclosure as exceptional items include material gains or losses an the disposal of businesses or fixed assets, material asset impaikments, and business
reorganisation and restructuring costs.

Dividends

Interim dividends are recognised as a distribution from retained earnings in the pericd in which they are paid.

Final dividends are recognised as a distribution from retained eamings in the period in which they are approved and declared by the directors.

Financial instruments

Financial assets and financial liabilities are recognised in the Company's Balance Sheet when the Company becomes a party 1o the contractual provisions of
the instrument. Financial assets are de-recognised whes the Company no langer has the rights to cash flows, the risks and rewards of ownership or controt of
the asset. Financial liabilities are de-recognised when $he obligatian uncer the liabiiity is discharged, cancelled or expires.

Trade and other receivables: These are recognised and carried at the original invoice amount less an allowance for any non-collectible amounts. Pravision is

made when thera is objective evidencs that the Company will not be able to collect the debts. Bad debts are written off to the income staternent when identifigd.

Cash and cash equivalents: These comprise cash in hand and current balances with banks and similar institutions, which are readily convertible to known
amounts of cash and which are subject to insignificant risk of changes in value and have an original maturity of three months or less.
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For the purpose of the cash flow statement, cash and cash equivalents consist of cash and cash equivalents as defined above, net of outstanding bank
overdrafts.

Interest-baaring loans and borrowings: All interest-bearing loans and borrowings are initially recognised at fair value plus directly attributabla transaction
costs, After initial recognition, interest-bearing loans and borrawings are subsequenily measured at amortised ¢ost using the efiective interest method.
Amortised cost is calculated by 1aking int account any issue costs, and any discount o premium.

Trade and other payables: These are recognised and casried at their amortised cost. Trade payables do not carry any interest.

Share capital: Orginary shares are classified as equily.

Segmental information

The revenue and profit before tax, all of which arises in the United Kingdom, is atiributable 1o one activity, the provision of business mail coltection and delivery
sarvices.

Accordingly, no segmental information for business segment or geographical segment is required.

Operating profit
2009 2008
£'000 £000
The following items have been charged in arriving at operating profit:
Employee benefits expensa (note 5) 4,561 4,499
Dapreciation of property, plant and equipment (nota 8, 9)
- Owned assets 526 3s5
- Under finance leases 511 540
Amortisation of intangibles (included in administrative expensas) (note 7, 9)
- Cramed assets 130 39
- Under finarce leases Fial 286
Operaling lease rentals payable
- Pianmt and machinery 186 187
- Other 1,561 1,993
Repairs and maintenance expenditure on property, plant and equipment 477 402
Trade raceivables impairmant (included in administrative expenses) 64 120
Restatement

During the year the Company reviewad the categorisation of depreciation costs As a rasult, £1,113k of depreciation cost which in the results for the year
ended 31 March 2008 had previously been included in administrative expenses, has been reclassified within cost of sates, reflecting the purpose in which
thase assels are used. Note 1 provides further details.

Services provided by the Company's auditors

2009 2008
£'000 £000
During the year the Campany obtained the fallowing services from the Company's auditors at costs as
detailed below:
Audit services 27 25
Non-audgit services - 7
7 32
Finance costs payabte
2009 2008
£°000 £000
Finance lease interest payable ' & 245
Empiloyees and directors
Employes benefits expense for the Company during the year {including executive directors)
2009 2008
£'000 £000
Wages and salaries 4,034 3,767
Social security costs 418 385
Post-employment benafits * 55 48
Share-basad payments (note 17) 54 285
4,561 4.499

* Post-amployment benefits all relate to defined contribution pansion schemes
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Average monthly number of persons employed {including executive directors)
Qperations
Administration

Koy management compensation
Salaries and short-term employee benefits
Post-employment banefits

Share-based payments

The key management figures above include the direciors as detailed below :

Dirsctors’ emoiuments
Aggregata emoluments -
Posi-employment benefiis

The highest paid director was paid £176,000 during the year (2008: £155,000).

2009 2008
Number Number
140 135
-] 2]
148 141
—
2009 2008
£'000 £000
545 456
18 14
69 260
830 730
——
2009 2008
£'000 £000
270 271
11 11
281 282
v —

Company pension contributions of £11,000 (2008: £11,000) were made in respect of two directars {2008: two directors) to a money purchasa pension schema.

Na directors exercised any options during the year ended 31 March 2009. During the year enced 31 March 2008, one director exercised options over 284

shares of 10p each of the ultimate parent company, Business Post Group ple.

Business Post Group plc had a separata long term incentive agreement with Mr Cockburn in relation to his consultancy services. Under this, Mr Cockburn was
entitled to receive bonuses if the profit of UK Mail exceeded specified targets within a four year pericd of the commencement of trading. The financial
statements for the year ended 31 March 2008 confirmed that Mr Cockburn was entitled to the maximum 100% payout of £400,000, which was settled in Juna

2008.
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Taxation

Anatysis of charge in the year

Current tax - current year
Current tax - adjustment in respect of prigr years
Total current tax

Defarred tax {note 14) - current year
Deferred tax (note 14} - adjustment in respect of prior years
Total deferred tax

Taxatlon

2009 2008

£000 £000

3,214 3,108

{155) {18)

3,059 3,089

98 (144}

171 2}

269 (148)
——t3 2333

The differances batween the total tax shown above and the amount calculatad by applying the standard rate of UK corporation tax of 28% (2008: 30%) to the

profit before lax are explained balow:

Profit on ordinary activities befoca tax

Profit on ordinary activities at the standard rate of corporation tax in the UK of 28% (2008 30%})

Effects of:

Expanses not deductible for tax purposes
Adjustment in respect of prior years
Abolition of IBAs

Credit in raspaect of rate change

Total tax charge

Intangible assets

Cost

At 1 April 2008
Additions

At 31 March 2009

Accumulated amortisation
At 1 April 2008

Charge far the year

At 31 March 2009

Net book value at 31 March 2009

Coat

Al 1 April 2007
Additions

At 31 March 2003

Accumulated amortisation
At 1 April 2007

Charge for the year

At 31 March 2008

Net book value at 31 March 2008

All amortisation charges in the year have been charged through administrative expenses.

2009

2008

£000 £000

11 & 9.747

3,156 2,924

ao 34

18 21)

126 -

- 6

3,.‘& 2543
Acquired Internal
software software

llcences developments Total

£'000 £'000 £'000

1,121 96 1,217

- 243 243

1,121 339 1,480

588 - 568

318 83 401

886 83 969

235 256 494
Acquirad Interna!
software software

licences developments Total

£000 £000 £000

956 - 956

165 96 261

1.124 96 1,217

—

243 - 243

325 - 325

568 - 568

553 96 649
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Property, plant and equipment

Cost

Al 1 April 2008
Additions

At 31 March 2009

Accumulated depreciatl
At 1 April 2008

Charge for the year

At 31 March 2008

Net book vatua at 31 March 2009

Cost

At 1 April 2007
Additions

At 31 March 2008

Accumulated depreciation
At 1 April 2007

Charge for the year

At 31 March 2008

Net book value at 31 March 2008

Assets hald under finance leases

Assals haeld under finance jeases have the following nat book vatue:

Cost at 1 April
Aggregate depraciation
Net book value at 31 March

Mator
Freehald Short vehicles
tand and leasahold plant and Computer
buildings premisas equipment equipment Total
£000 £000 £'000 £'000 £'000
150 653 5571 108 6.482
- 12 951 126 1,089
150 865 8,522 234 7.571
—
29 108 1,328 48 1,512
15 84 908 32 1,037
44 193 2,2£ 78 2i549
1DI£ 412- 4|288 1 E 5I022
Motor
Freehald Short venicles
land and leasehotd plant and Computer
buildings premisas equipment equipment Total
£000 £000 £'000 £000 £000
150 644 5196 102 6,092
- k) 375 6 390
150 653 5571 108 6,482
14 23 568 12 617
15 86 760 34 895
29 108 1 ‘E 46 1.512
121 544 4243 652 4970
m— i —
2009 2008
£000 £000
5,108 5108
{2,269) {1.487)
2,839 3.(&1_

Included in assats held under finance leases are plant and equipment with a net book value of £2,712,000 {2008: £3,223,000) and computer scftware of

£127,000 {2008 £398,000).

The majority of the leases are for an initigl contractual period of seven years, with options to renew for varying periods at fixed rates. The interest rate inherent

in the lease is fixed at the contract date for the term of the laase.

Trade and other receivables

Trade receivables
less: provision for impairment

Trade raceivables, net of pravisions for impairment
Amounts owed by group undertakings

Prepayments and accrued income

All carrying amounts of total trade and other receivables are denominated in Sterling, and are due within ong year.

2009 2008
£000 £1000
15,325 18,148
(132) {145)
15,193 18,003
86,203 44,196
3614 4.864
105,010 67.063

The Company does have a significant concantration of credit risk, with approximately 26% of the Company's revenues derived from the telecommunications
sector, 16% from Government and cther public bodies, and 14% from financial instilutions. However, trade credit insurance is employed to protect any

significant expasure (o bad debts,

Trade receivables that are neither past due nor impaired are expecied to be fully recovered as there is no recent histary of defautt or any indications that the
debtors will nat meet their payment cbligations. At the year end there are no trade receivables (2008: nene} whose terms have been renegctiated and would

otherwise be past due orimpaired.

16
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Impaired receivatles mainly relate to debtors in financial difficulty whera defaults in payments have occurred, liability for payment is disputed, or debtors have
entered into bankruptcy. Trade receivables are impaired when there is objective evidence that the Company will not be able to collect all amounts due
accorging to the original terms. However, the Company expects a portion of these receivables to be recovered. The maximum exposure o credit risk at the
reporting date is the fair value of each class of receivable mentioned above.

The Company does not hold any callateral as security and no assets have been acquired through the exercise of any collateral previously held.

The Company's trade receivablaes are stated after allowances for bac and doubtful debts, an analysis of which is as follows:

2009 2008

£'000 £000

At 1 April 145 79

Amount charged through administrative expenses 100 120

Amount utilised {113} (54)

At 31 March 132 145
As at 31 March, the ageing analysis of trade receivables is as follows:

2009 2008

£000 £000

Less than 30 days 14,6870 17.675

Batween 30 - 60 days 430 595

Between 50 - 90 days 81 86

More than 90 days 12 (353)

15,183 18,003

As &t 31 March 2009, trade receivables of £152,G00 (2008: £171,000) were impairad. The amsurt of ralated provision was £132,000 at 31 March 2009 (2008:
£145,000). The ageing of these impaired trade receivables is as follows:

2009 2008

£'000 £000

Less than 30 days 118 167
Between 30 - 60 days 10 B
Batwaen 60 - 90 days 5 1
Mora than 90 days 22 {5)
152 171

As at 31 March 2009, trade receivables of £2,667,000 (2008: £4,694,000) wera past due but not impaired. The ageing of these trade receivables is as follows:

2009 2008
£'000 £000
Less than 30 days 2,144 4,359
Between 30 - 60 days 431 602
Between 60 - 50 days 80 83
More than 90 days 12 (358)
2,687 4,691
As at 31 March 2009, there were Enil (2008: £nil) trade receivables impaired but not past dua for paymenrt.
None (2008: none) of the other classes of financial assets within trade and other receivables contain impaired assats.
Amounts owed by group undertakings do not bear interest, and are repayable on demand.
Cash and cash sequivalents
2009 2008
£'000 £000
Gash at bank and in hand 1,785 11,701

The effective interest rate on the cash and bank balances was nil% {2008: nil%)
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Borrowings
Current 2009 2008
£'000 £:000
Amounts due within one year or on derand:
Finance lease obligations 884 846
Non-current
Finance lease obligations (see riote 18) 21724 3,408
Tha present vatue of the minimum finance lease payments is as follows:
2009 2008
Finance lease minimum payments £'000 £000
Less than 1 year 855 855
Between 1 and 5 years 3,001 3,418
Over 5 years - 438
Total minimum lease paymants 3,858 471
Future finance charges (443) {657)
Prasent valua of financa leases 3,408 4054
Trade and cther payables
2009 2008
£000 £7000
Trade payables 11,833 15,385
Amounts owed to group undertakings 54,941 34,877
Other payables 1,445 el
Other taxes and social security payable 8,102 6,267
Accruals 4,063 3416
Deferred incoma 25 905
78,408 61.206
———— —
Amounts owed (o group undertakings do not bear interest, and are rapayable on demand.
Oeferred tax
Deferred tax is calcutated in full on temporary differences under the liability methoed using a tax rate of 28% (2008: 28%).
The mavement on the defarred tax account is as shown below:
2009 2008
£'000 £000
Deferred tax {asset)ilabillty
At 1 April (85) 81
Incoma statement charge/{credit) 2 {146}
At 31 March 186 (B5)

Deferad tax on acoelerated capital allawances is calculated on the differance between the accounting naet book valua of the assets and their carrying amount

{or Lax purpQses.

The 2008 Finance Act included provisions Lo phase out Industrial Building Allowances over a period of 4 years to 31 March 2011, This has resulted in a one-off

deferred tax charge L0 the income statement of £126,000 {2008: £nil).

Deferred tax asseis and liabilities are only offset where there is a legally enforceable right of cffset and there is an intention to setile the balances net.

Provisions

Properties

At 1 April 2¢08
Income staternent charge
At 31 March 2009

£'000
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The provision for property leases relates to dilapidations on properties under leases expiring within 1 year and is therefora considered current. The properties
have been inspected by the Business Post Group Property Manager, and estimates made for the anticipated dilapidation expenditure to ba incurred prior to
sub-tetting, or reversion of the [ease.

Ordinary shares

2009 2008
£ £

Autharised, issued, allotted and fully paid
100 {2008: 100} orginary shares of £1 each 100 100

Share-based {:ayrnents

In order to align the interests of Business Past Group employees with those of the shareholders, share options are awarded to employees under discretionary
share incentive plans, and employees under all-employes share plans, as follows:

Sharesave Plan

Business Post Group has offered a SAYE share ptan since 1996 to eligible employees, inchuing directors. The plan is an infand Revenue approved all-
employee share plan. The Iniand Revenus does not permit performance conditions to be attached to the exercise of options. Under the plan, participants are
granted options over Business Pest Group ple shares. Each participant may save up to £25G per month o purchase shares in Business Post Group plc at a
discount. For the 2008 grant, the discount was 20% of the rrarket value at the time the option was granted.

2005 LTIP Awards

Awards may be exercised determined primarily by reference to the Total Shareholder Retumn (“TSR") performance of the uttimate parant company, Business
Post Group plc, over a period of 3 years. Under this condition, the utimate paren: company's TSR is measurad against the TSR of all the other campanies in
the Support Services sactor listed in the FTSE All-Share Index at the start of the financial year in which an award is granted over a period of 3 financial years.
The proportion of the award which may be exercised depends upon the ranking of the ultimate parent company's TSR, whereby 10% of shares may be
axercised if tha ultimate parent company achieves median ranking, fising pro~rata to 100% «f the ullimate parent company's ranking falls within the top 10%. No
sharas are exercisable i the ultimate parent company's ranking is below the median,

The exercise of awards is also subject 1o the condition that the growth in the ultimate parent company's earnings per share shall excead the increase in the
index of retail prices from the date of grant by more than 3% p.a.

Additionally, exercise of an option is subject to continued amployment within the Business Post Group of companies, with settlement in the form of shares.

2006 and 2007 LTIP Awards

In order 1o provide the Business Post Group ple Remuneration Committee with flexibility to offer competitive awards to senior executives, shareholder approval
was sought and granted at the Annual General Mesting hald on 11 July 2006 io amend the performanca corditions applying 10 ali future LTIP awards.

40% of an Award is subject to a performance condition based en the annual eamings per share (EPS) growth of the ultimate parent company, Business Post
Group ple. For the awards in 2007, 25% (of the 40%) will vest for growth of 15% p.a. over the three year period from 2007 to 2010, with 100% vesting for
growth of 20% p.a. over that period.

B0% of an award is delermined by the TSR performance of the ultimate parent company relative to all the other companies in the FTSE All-Share Index
{excluding Investment Trusts) at the start of the financial year in which an award is granted over a period of 3 financial years. The proportion of the award
which may be exercised dapends upon the ranking of the ultimate parent company's TSR, whereby 25% (of the 60%) of shares may ba exercised if the ultimate
parent company achieves median ranking, rising pro—vala to 100% if the ultimate parent company's ranking falls within the top quarile. No shares are
exarcisable if the ultimate parent company's ranking is below the median.
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Calculation of fair values

For equity-settied share-based transactions, fair values of share options awarded in the financial year are measured at the date of grant of the option using a
share pricing option model. Where the model is dependent on the ultimate parent company's TSR over a period, the Monte Cardo model is used; in all other
circurnstances the Black-Scholes model is used. Non-markat conditions, such as the ultimate parent company meeting eamings per share targets, are not
incorporated into the caleutation of fair value at the grant date but are reflected in the amount of compensation expense accrued aver the vesting period. The
expected life of options dapends on the behaviour of option holders, which is incorparated into the option model consistent with historic observable data.

The fair values calculated are inherently subjective and uncertain due to the assumptions made and the limitations of the gption-pricing model used. The
significant assumptions used to estimate the fair value of the options granted in the financial year are as follows:

SAYE
Grant date 180712008
Share price at grant date £2.90
Exercise price £2.49
Number of employeas 10
Number of shares granted 11,249
Vesting period (years) 3
Expected valatility 44.0%
Option life {years) 3
Expected life (years) 3
Risk free interest rate 504%
Expected dividends expressed as a dividend yield 4.0%
Fair value per option £0.92
Expected forfeiture (%) 30.0%

‘The risk-free raie was determined from the UK gilts zero-coupon yield curve. Tha expected volatility is estimated by considering the historic average share
price valatility of Business Post Group plc shares gver similar periods to the expectad life of the option under consideration. In addition, the expected dividend
yield was based at the pravailing rates at each of the grants. A reconciliation of option mavements over the year ta 31 March 2009 is shown betow;

2009 2008

Weighted Waeighted

average average

2009 exercise 2008 axercisa

Number price Nurnber price

Gutstanding as at 1 April 155,348 £0.67 109,700 £0.91

Granted 11,249 £2.49 72,285 £0.44

Forfeited (41,986} £0.72 {23,512) £0.84

Exercised - - (3,125) 3.08

Qutstanding as at 31 March 124 811 £0.82 155,348 £0.67

Exercisable at 3% March 2 490 £4.18 2.490 £4.18
Options ara exercisable as follows:

2009

Woeighted Weightud

average average

Weighted remaining remaining

average Number life life

exercise of axpected contracted

Range of exercise prices price shares years years

£0.00 - £0.9% £0.00 93,826 1.0 1.9

£200-£299 £2.49 10,494 2.7 2.9

£3.00-£3.99 £369 17,801 1.6 1.9

£4.00 - £4.99 £4.18 249 1.6 3.2

£0.82 124611 1.2 8.5
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2008
Weighted Weighted
average average
Waighted remaining remaining
average Number lifa lite
exercise of expected contracted
Range of exercise prices price shares years years
£0.00 - £0.99 £0.00 127,554 20 8.5
£3.00-£399 £3.67 24,311 25 28
£4.00 - £4.99 £4.40 3,483 0.6 3.2
£0.67 155.348 2.0 7.5

No options were exarcised during the year. The weighted average share price during the year for options exercised curing the year ended 31 March 2008 was
£4 63. The total charge for the year relating to employee share-based payments was £54,000 (2008: £289,000), £73,000 (2008: £80,000) of which related to
equity-sattied share-based payment transactions and £19,000 credit (2008: £209,000 charge) to cash-settied share-based transactions.

Cash flow from operating actlvities

The recanciiiation of profit to cash {used in)generated fram operations is as follows:

2009 2008

£000 £000
Profit for the year 7,944 6,804
Taxation 3,328 2.943
Finance costs payable 209 245
Dapreciation and amortisation 1,438 1,220
Share-based payments f 73 {130}
{IncreaseVdecrease in rade and other receivables {37,960) {30,906)
Increasef{decreasa) in trade and other payables 17,203 31,483
Increase/{decraase) in provisions 35 10
Cash {used in)generated from operations (7,730} 11,669

Financial Instruments
Short term receivables and payables

Shaort term receivables and payables have been excluded from the analysis balow, as management consider the fair value to be the same as the book value,

interest rate risk profile of financial liabilities

The interast risk profile of the Company’s financial liabilities at 31 March 2009 was:

2009 2008
Book Fixed Book Fixad
value rate valug rate
£'000 £000 £:000 £000

Finance leases 3,408 3,408 4054 4054

All financial liabilities are sterling denominated.

Al the Company’s payables falling due within one year {other than bank and other bormowings) are excluded from the above teble either due to the exclusion of
short term items ar bacausa they do nat meet the definition of a financial liability, such as tax balances.

Maturity profile of financial labilities

The maturity profile of the carrying amowunt of the Company’s non-current financial liabilities at the end of the year was as foliows:

2009 2008
£'000 £:000
Between ona and two years 723 &84
Between two and five years 2,001 2,204
After five years - 430
2|724 3,408
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Financial liabilities comprise finance leases {note 12). Payables dua within one year are axcluded from the above table as they are of a short term nature,

Barmrowing facillties

The Company has undrawn borrowing facitities of £5m under a group arrangerment (2008: £12m). These facilities are in place until 31 December 2009.

Fair value of financiat assets and liabilities

The following table provides a camparison by category of the camying amounts and fair velues of tha Company's financial assets and liabilitiss at 31 March
2009 and 2008. Fair value is the amount at which a financial instrument could be exchanged in an arm's length transaction between informed and willing
parties, ather than a forced or liquidation sale and excludes accrued interest. Whaere available, market values have been used lo determine fair valuas. Whera
markat values gra not available, fair values have been calculated by discounting expected cash flows at pravailing interest rates. Set out below is a summary of
the methods and assumptions used for each category of financial instrument.

2009 2008
Book value Fair value Bock value Fair value
£'000 £'000 £000 £000
Primary financial i 1t held or i d to finance the Company's operations:
Finance leases {3,408) (3,287 (4,054) (3,855)
Cash at bank and in hand 1,785 1,785 11.701 11.701

Summary of methods and assumptions

The fair valua of finance leases is based on discounting the cash flows at prevailing interest rates.
Flnancial instruments heid for trading purposes

The Company does not trade in financial instruments.

Currency analysis of monetary net assets

All monetary assets and liabilities are sterling denominated.

Contingent liabilities

The Company, together with fellow subsidiaries of Business Post Group ple, acts as a guarantor under an undrawn £5m group borowing facility (2008: £12m).

Capital and other financial commitments

2009 2008

£'000 £'000

Contracts placed for future capita) expenditure not provided in the financial statements - 56
Analysis of net {debtl/cash

Ad 1 April At 31 March At 31 March

2007 Cash Flow 2008 Cash Flow 2009

£000 £000 £'000 £000 £'000

Cash and cash equivalents 1,539 10,162 11,701 (9,918} 1,785

Finance loasas {4,685) 611 {4,054) 648 (3,408)

Nat (debtj/cash {3,126) 10,773 7,647 {9,270} {1,623)

Related party transactions
Key management comgansation is disclosed in note 5.

Intercompany balances arise from recharges of costs from and 1o other group companies, together with movements in financing. Year end balances arising
from thesa racharges are as follows:

2009 2008
£'000 £000
Receivable from related parties
Parent undertaking 86,179 44 191
Fellow group undertakings 24 5
Payable to related parties
Fellow group undertakings {54,941) [34,877)
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The following transactions were carried out during the year with related parties:

Recharges of costs from fellow subsidiaries {49,084) {50,218)
Recharges of costs to fellow subsidiaries 3,076 10,417
Financing received from parent company 41,983 40,114
Financing receivad from fellow subsidiaries 25,963 -

21,843 313

Ultimate parent undertaking and contrelling party

Business Post Group plc, 8 company incorporated in Great Britain, is the immediate and ultimate parent undertaking and the ultimate controtling party.

P Kane, a director of the Company and of the parent undartaking, togather with members of his close family and certain family trusts, the beneficiarias of which
are persans connected with P Kane, control directly and indirectly 45.8% of the issued share capital of the parent undentaking. In addition, his brother M Kane
controls a further 12.8% of the issued share capital of the parent undertaking.

The parent undertaking of the largest and smallest group which includes the Company and for which group financial statements are prepared is Business Post
Group plc. Copies of the financial statements can be publicly obtained from the registared office at Exprass House, 464 Berkshire Avenue, Slough, Barkshire,
5L14PL.

Post balance shest avents

Tha directors are proposing a final dividend in respect of the financial year ended 31 March 2009 of £77,000 per share amounting to £7.7m, which if approved
will be paid on 10 July 2009.

Critical accounting judgementa and key sources of estimation uncertainty

The Company's accourting policies are set oul in note 1 1o these financial stalements Management is required to exercise significant judgement in the
application of these policies. Areas which management believes require the most critical accounting judgements are as follows (apart from those policies
involving estimation which are outiined in (b) below).

4) Critical accounting judgements in applying the Cempany's accounting policies .

Exceptional ltems

The directors consider that items of income or expense which are material by virtua of thair nature and amount should be disclosed separately if the financial
statements are to fairly present tha financiai performance of tha Campany. The directors label these ilems collectively as 'exceptional items'.

Determining which transactions are to ba considered excaptional is often a subjective matter. Hawever, circumstances that the directors baliave would give rise
1o exceptional items, requiring separate disclosure would include;

(i} loss or cessation of a matarial contract representing 5% or more of the Company's revenues;

(ii) disposal of property, plant and equipment where the profit or loss represents 5% or mare of the Company's profit before tax;

(iii) disposal of investments;

(iv) organisationat or restructuring programmes.

Leases

In determining whether a lease is a finance lease of an operating lease, management is required to evaluate where the substantial risks and rewards reside.
Where management conclude that the arrangement constitutes a finance lease, then it is necessary to beth calculate the proportion of the payment which
should be treated as finance cost and capital repayment, and 1o judge the likely period of use at the inception of the agreement.

b) Key sources of estimation uncertainty

Useful economic lives of property, plant and equipment

Depreciation of property, plant and equipment is charged so as to write down the valua of those assets to their residual value over their respeclive useful tives.
Tha directors are requirad 10 assass both the useful acanomic lives of the assets so that depreciation is charged on a systematic and proportionate basis, and
the probable residual values.

Recoverabllity of trade recelvables

Trade recaivables are racorded net of provisions for bac debts and credit notes. In evaluating the required provision, the directors consider deptor specific
circumstances, in addition to historical trends
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