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UK MAIL LTD

DIRECTORS' REPORT
for the year ended 31 March 2007

DIRECTORS" REPORT
The directors presant their report and the audted financial statements of the Company for the year ended 31 March 2007
PRINCIPAL ACTIVITIES

UK Mai Ltd s a pnvate imited company ncorporated on 7th November 1986 under English law and domicilad in England On 16th March 2003,
the Company was wholty acquired by Business Post Group pkc a publc kmed company incorporated and domicded in England and ksted on the
London Stock Exchange (LSE BPG)

The pnncipal activity of the Company is the operaton of business mail collection and delkvery services
REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS

Pre-tax profits of £6 349 000 (2006 £3,327 000) have been achwved on revenue of £80 302 000 (2006 £40 409 C00) The drrectors consider
the results 1o be satisfactory and ahead of thew expectations

New UK Mail customers signed over the last year included the BBC, the Department of Work and Pensons and a number of major banks
Addmonally, the Company contnued to win signficant further business from existng customers UK Mai's high service levels and focus on
providing customers with innovative added vakse solutions have been a major factor in winning two key awards m the ysar the Royal bMail 'Down
Stream Actess’ award and the Royal Bank of Scotland Group ‘Best Services Supplier’ award

As well as excellent progress in the market for pre-sorted mail tems, where strong levels of new business wins have continued, good progress
has been made in the market for un-sorted mail The Company's un-soried mail service introduced progressively throughout the year, has made
an encouraging start and contnbuted a modest amount to operating profit. We now have fourteen sorung machunes of which twelve are letter
sorters and two are flat’ sorers

In the year wa handied over 1 bibon mai eems In March 2007 alone we handied over 110 midion mail tams gnng an annuaksed throughput of
some 1 3 bithon tems representing 5 5% of the total mal market by volume

PRINCIPAL RISKS AND UNCERTAINTIES
The management of the business and the execution of the Company's strategy are subject to a number of nsks

The key financial nsks and uncertaintes affectng the Company are considered to relate to credd nsk on trade debt and Royal Mall access price
nsk. The pnmary nsks end uncerttamnbes facing the busness which could have a matenal adverse impact on the Company include

Computer systems

Handling milions of ransactions each month the Company 15 highly reliant on the avadability and smooth runming of ts computer systems Any
wide scale systems fadure woukl cause significant disruption to the businaess but disaster recovery procedures are well established and regularly
tested

Financial risk management

Foreign exchange risk

The Company ts not significantly exposed to the effects of fluctuabons in exchange rates since all mcome 8 in sterling and costs deneminated
foregn currency prncipaly the euro, represent less than 5% of all expenditure

Interest rate risk
The Company holds cash balances and 1s cash generative

Short-term financing 18 prowded by the parent Company, with no interest charged to the Company As a result the Company 15 not exposed to an
mnterest rate risk

Price risk

Pncing s determined through reference to the contractual agreement that the Company has with Royal Mall These terms are monrored by
Postcomm

Credit risk
Trade recervables

The Company does have a sgnificant concentraten of credt nsk, with approximately 28% of the Company’s revenues dernved from the
telecommunications sector and 27% from financial msttubons However the Company's exposura s tmited by msunng trade recenvables The
Company has implemented policies that require appropnate credit checks on potental custorners bafore sales commence The largest customer
accounts for less than 9% of revenue with no other customer accountng for over 7% Given the forecast growth of the company these rabes
should naturally reduce
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DIRECTORS' REPORT
for the year ended 31 March 2007

Ligquidsty nsk

The Board reviews both the long and shon-term financing requirements of the Company to ensure that there are sufficent avalable funds both
for the day-to-day operabons of the Company and for planned capial investments

KEY PERFORMANCE INDICATORS (KPI's}

Gwven the straightforward nature of the business the Company's directors are of the opinon that analyss using KPI's 15 not necessary for an
understanding of the development, performance or pesbon of the business

RESULTS AND DIVIDENDS

The Company s profit for the financial year was £4 297 000 (2006 £2 387 000) No intenrm dvdend was paxt dunng the year (2006 £ml} The
directors do not recornmend the payment of a final dvdend (2006 £nily

The retained profit for the year of £4,297 000 (2006 E2,387,000) has been transferred to reserves

CHARITABLE AND POLITICAL DONATIONS

The Company made no chantable donations (2006 £nil) dunng the year No poltcal donatons were made (2006 £nil)
SUPPLIER PAYMENT POLICY

The Company's policy conceming the paymaent of ts trade payables s to folliow the CBI's Prompt Payers' Code which can be found at
hitp./iwww payonbme co uk The Company endeavours to agree standard terms of payment with its major supphers at the commencement of
business Supplers fulfiling the condons of supply are pad in accordance with the agreed standard terms Other suppliers are pad n
accordance with the contractual terms as agreed from tme to tme The Company had trade payable days of 32 8 (2006 23 9)

EMPLOYMENT POLICY

The Company has continued to make sgnificant progress in Human Resource management over the last year The Employee Consultative
Group has been strengthened to provide a robust platform for al employees to make a signficant contnbution to bnnging about change i the
workplace and to provide a forum for the exchange of informaton, opnions and feedback

Reward schemes have also been reviewed resulting n improved incentives and compettive benefits Group employee tumover has continued to
fall, having now reduced every year for the last & years The Group continues to coach and train managers i a wwie vanety of skill areas
ncluding Dispute Resolubon, Performance Managemant, Accdent Investigation and Supervisory Skills The Group's traning and development
actvibes wer recognised with 2 Natonal Training Award in September 2005 The Group has adopted both the HCI and Childcare Voucher
Schemes and conbinues to provide the Basic Skills traning course aimed at those employees needing turbon n Engfish and Mathematics

To support the staff welfare programme the Group provides, through a thid party, a 24 hour cenfidential help ine that provides counseling and
advice on a wide range of subjects The Group continues to ensure that all the requirements of current and future employment and heatth and
safety leqistation are met and kept up to date with changes in legislation through quarterly seminars

The Company’s polcy and practice 15 to encourage the recrudment and subsequent taming, career development and promobon of disabled
persons according to ther apitudes and abidtes and the retenton and retrawning of employees who also becoms disabled dunng their
employment.

DIRECTORS
The directors who have held office dunng the year and up to the date of signing the financial stataments were

C G Buswell

W Cockbum (Chawman}

P D € Frzwillam {resgned 2 June 2006)
S Glew {appointed 5 June 2006)
P Kane

1 Paterson

5 Patrek

On 2 June 2006 Peter Frizwiliam resigned as a diector of the board of the Company and the uttmate parent company, Business Post Group
ple, and as Company Secretary Martn Wnght was appointed Company Secretary on 2 June 2006 and resigned on 31 October 2008 Steven
Glew was appointed to both the board of the Company, and to the board of the ulimate parent company, Business Post Group pic on 5 June
2006 Steven Glaw was appointed Company Secretary on 31 October 2006 and resigned on 1 December 2006 Chardes Cochrane was
appointed Company Secratary on 1 December 2006

STATEMENT OF DIRECTORS' RESPONSIBILITIES

Company law requires the directors to prepare financal statements for each financial year that gve a true and far view of the state of affairs of
the Company and of the profit or loss of the Company for that penod




UK MAIL LTD

DIRECTORS' REPORT
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In prepanng those financal statements the diectors are required to select sutable accountng pohicies and then apply them consistently, make
judgements and estmates that are reasonable and prudent, state that the financial statemants comply with IFRS (as adopted by the European
Union), and prepare the financial statements on the going concem basis unless it 15 nappropnate to presume that the Company will contmue m
busmess

The directors confirm that they have complied wath the above requrrement in prepanng the financial statements

The directors are responsibie for keeping proper accounting records which disclose with reasonable accuracy at any time the financial posiion of
the Company and to enable them to ensure that the financial statements comply with the Companes Act 1985 They are also responsible for
safeguarding the assats of the Company and hence for taking reasonable steps for the preventon and detection of fraud and other iregulantes

STATEMENT OF DISCLOSURE OF INFORMATION TO THE AUDITORS

The drectors have taken all the steps that cught o have been taken as directors in order to make themseives awara of any relevant sudit
informaton and to estabish that the Company's auditors are aware of that nformation

So far as the directors are aware, there 15 no relevant audt mfermaton (that is, information needed by the Company's auditors in connecton with
prepanng their report) of which the Company s audiors are unaware

AUDITORS

As a result of an elective resolution, the Company has dispensed with the holding of an annual general meeting under Secton 366A of the
Compames Act 1985 and disp d with the obligation to appoint auditors annually under Section 386 of the Companses Act 1985

PrcewaterhouseCoopers LEP have indicated therr wilingness to continue in office and will therefore continue in office as avdtor to the Company
untl further notice

By order of the board

A

S Glew
Drrgctor
16 August 2007




UK MAIL LTD

INDEPENDENT AUDITORS' REPORT

for the year ended 31 March 2007

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF UK MAIL LTD

We have audited the financial statements of UK Mail Ltd for the year ended 31 March 2007, which compnse the Income
Statement, the Balance Sheet, the Cash Flow Statement, the Statement of Changes in Shareholders' Equity, and the
related notes These financ:al statements have been prepared under the accounting policies set out therein

Respective responsibllities of directors and auditors

The directors’ responsibiities for preparing the financial statements in accordance with applicable law and International
Financiai Reporting Standards (IFRSs) as adopted by the European Union are set out in the Statement of Directors’
Responsibilities

International Standards on Auditing (UK and lreland) This repon, including the opinion, has been prepared for and only
for the company's members as a bady in accordance with Section 235 of the Comparies Act 1985 and for no other
purpcse We do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other persen
to whom this report 1s shown or inte whose hands it may come save where expressly agreed by our prior consent in
writing

Woe report to you our optnion as to whether the financial statements give a true and fair view and whether the financiai
statements have been properly prepared in accordance with the Companies Act 1985 Wae also report to you whether in
our opinion the information given tm the Directors' Report i1s consistent with the financial statements

In addition we report to you i, In our apinion, the company has not kept proper accounting records, if we have not received
all the information and explanations we require for our audit, or i information specified by law regarding directors’
remuneration and other transactions 1s not disclosed

Woe 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) 1ssued by the Audrting
Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in
the financtal statements It alse includes an assessment of the significant estimates and judgments made by the directors
in the preparation of the financial statements, and of whether the accounting policies are appropnate to the Company's
circumstances, cansistently applied and adequately disclosed

We ptanned and performed our audit so as to obtain all the imformation 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
matenal misstatement, whether caused by fraud or other irregulanty or error In forming our gpinion we also evaluated the
overall adequacy of the presentation of information in the financial statements

Opinion
In our opinton

« 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 2007 and of its profit and cash flows for the year then ended,

» the fnancial statements have been properly prepared in accordance with the Companies Act 1985, and

+ the information given in the Directors' Report 1s consistent with the financial statements

P\. 2 vode~ st elao u.f

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
West London

17 August 2007




UK MAIL LTD

INCOME STATEMENT

for the year ended 31 March 2007

Revenue

Cost of sales

Gross profit

Administrative expenses

Operating profit

Interest payable

Profit before taxation

Taxation

Profit for the financial year

2007 2006

Notes £'000 £'000
80,302 40,408

{80,164) (35 976)

10,138 4,433

(3,855) (1,101)

2 6,483 3,332
3 (134) (5)
6,249 3,327
5 (2,052) (940)
4,297 2,387

The profit for the financial year anises from the Company's continuing activities, and s wholly altributable to equity holders of the Company

The related notes on pages 10 to 21 form part of these financial statements




UK MAILLTD

BALANCE SHEET

as at 31 March 2007

Notes
ASSETS
Non-current assets
Intangible assets 6
Property, plant and equipment 7
Current assets
Trade and other recevables 9
Cash and cash equivalents 10
LLABILITIES
Current liabilities
Borrowings 11
Trade and other payables 12
Current tax habihities
Net current assets
Non-current liabilities
Borrowmings 11
Deferred tax liabilities 13
Net assets
Shareholders’ equity
Ordinary shares 14

Retained earmnings
Total shareholders' equity

2007
£'000

713
5,475
6,188

36,156
1,529

37,693

6,502
8,502

2006
£'000

143
1,737
1,880

20,172

20.814

(139)
(18,581)
860

— _(860)
{19.580)
1.234

{(i.018)
(81)

2,015

2,015
2,015

The financial statements on pages 6 to 21 were approved by the board of directors on 16 August 2007 and were signed on its behalf

by

o

S Gl
Director

The related notes on pages 10 to 21 form part of these financial statements




UK MAIL LTD

CASH FLOW STATEMENT

for the year ended 31 March 2007

2007 2006
Notes E£'000 £000
Operating activities
Cash generated from/(used injoperations 15 2,536 {3.378)
Interest paid {134) 5
Net cash inflow/{outflow) from operating activities 2,402 (3,383}
Investing activities
Purchase of intangible assets 6 {763) (193)
Purchase of property, plant and equipment 7 (4,249) (1.843)
Net cash outflow from investing activites {5,012) (2,036}
Financing activities
Proceeds from re-financing under finance leases 3,814 1,157
Repayment of finance lease habiities {307) -
Net cash inflow from financing activities 3,507 1,157
Net increase/(decrease) in cash and cash equivalents 19 897 (4,262)
Cash and cash equivalents at the beginning of the year 18 642 4,804
Cash and cash equivalents at the end of the year 18 1,539 642

The related notes on pages 10 to 21 form part of these financial statements




UK MAIL LTD

STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

for the year ended 31 March 2007

Balance as at 1 April 2005
Employees' share option scheme
- value of employee services
Prefit for the financial year
Balance as at 31 March 2006

Balance as at 1 Apnl 2006
Employees' share optton scheme
- value of employee serwces
Profit for the financial year
Balance as at 31 March 2007

Share Retained Total
Capital Eamings Equity
£'000 £'000 £000
(436) (436)

64 64

2 387 2,387

2,015 2015

2,015 2,015

190 190

4297 4,297

6,502 6,502

The related notes on pages 10 to 21 form part of these financial statements




UK MAIL LTD

NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 March 2007

1

Principal accounting policies
Accounting policies for the year ended 31 March 2007

The principal accounting policies adopted in the preparation of these financial statements are set out below These policies have been
consistently applied to all the years presented, unless otherwise stated

Basis of preparation

These financial staternents have been prepared in accordance with the Companies Act, 1985 and those IFRS standards as adopted by the
European Umion and IFRIC interpretations which are effectve as at 31 March 2007 The followming Standards, Interpretations and
Amendments, which became effective for and were adopted dunng the year ended 31 March 2007, had no matenal impact on the
Company's results or financial position

Effective date for perods
begtnning on or after

IFRS 6 "Exploration for and Evaluation of Mineral Resources’ 1 January 2006
Amendment to IFRS 4 ‘Insurances Contracts’ 1 January 2006
IFRIC 4 'Determining whether an Arrangement Contains a Lease’ 1 January 2006
IFRIC 5 'Rights to Interests ansing from Decommissioning, Restoration and Environmental Rehabilitation 1 January 2006
Funds'

IFRIC 7 "Applying the Restatement Approach under IAS 29 - Financial Reporting in Hypennflationary 1 March 2006
Economies’

The following Standards, Interpretatons and Amendments are effective subsequent to the year end and consequently have not been
adopted for the year ended 31 March 2007 Application of these will not result in a matenal change to the reported Company’s results or
financial posttion

Effective date for periods
beginning on or after

Amendments to IAS 1 '‘Presentation of Financial Statements’ 1 January 2007
IFRS 7 'Financial Instruments Disclosures’ 1 January 2007
IFRS 8 'Operating Segments' 1 January 2009
IFRIC 8 'Scope of IFRS 2° 1 May 2006
IFRIC 9 'Re-assessment of Embedded Denvatives’ 1 June 2006
IFRIC 10 ‘Intenm Financial Reporting and Impairment’ 1 November 2006
IFRIC 11 'IFRS 2 - Group and Treasury Share Transactions’ 1 March 2007
IFRIC 12 'Service Concessicn Arrangements' 1 January 2008

The financial statements have been prepared under the histoncat cost convention as modified by the revaluation of certain financial assets
and labiities held for trading

10



UK MAIL LTD

NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 March 2007

The preparaticn of financial statements in conformity with generally accepted accountng pnnciples, requires the use of estimates and
assumptions that affect the reported amounts of assets and labilities al the date of the financial statements and the reported amounts of
revenues and expenses dunng the reporting perod Although these estimates are based on management's best knowledge of the amount,
event or actions, actual resuits ulbmately may differ from those estimates

The ¢ntical accounting judgements and the key sources of estimation uncertainty are detalled in note 22
The financial statements have been prepared on a going concern basis

intangible assets

tntangible assets nclude acquired computer software licences not part of the operating software acquired with a related piece of hardware
These are capitaised on the basis of the costs incurred o acquire and bring to use the specific software These costs are amortised on a
straight ine basis over thesr estmated useful lives, normally three to four years

Intangible assets created within the business are not capitaiised and expenditure IS charged against profits in the year in which it 1s incurred
Property, plant and equipmant

Property, plant and equipment are stated at cost less accumulated depreciation and any imparment n value Land 1s not depreciated
Depreciation is calculated over the estimated useful economic Ife less residual value of the asset as follows

Freehold buiildings fifty years on a straight ine basis

Short leasehold improvements over the penod of the lease on a straight Iine basis

Motor vehicles, plant and equipment 10% to 33% annually on a reducing balance or straight line basis
Computer equipment 14% to 33% annually on a straight ine basis

The normal expected useful ives and residual values of the major categones of property, plant and equipment are reviewed annually

The carmang value of property, plant and equipment I1s reviewed at least annually Any resultant impairment losses are charged immediately
to the income statement

Finance and operating leases
Costs in respect of operating leases are charged on a straight ine basis over the term of the lease

Leasing agreements, which transfer to the Company substantally all the benefits and nsks of ownership of an asset, are treated as If the
asset has been purchased outnght The assets are included n fixed assets and the capital eiements of the leasing comnutments are shown
as obligations under finance leases The lease rentals are treated as consisting of capital and interest elements The capital element is
applied to reduce the outstanding obligations and the interest element 1s charged against profit so as to give constant penodic rates of
charge on the remaining balance outstanding at each accounting penod Assets held under finance leases are depreciated over the shorter
of the lease term and the useful lives of equivalent owned assels

Sagment reporting
A business segment 1s a component of the Company that 1s engaged in providing a group of related services that are subject to nsks and

retums that are different from those of other business segments A geographical segment 15 a component of the Company that operates
within a pariicular economic environment that is subject to nsks and retums that are different from those of components operating i other

economIC envirgnments

The Company operates In one business and one geographic segment being the business mail collecton and delvery and UK markets
respechvely

Revenus

Revenue reflects all sales made by the Company, and is stated net of value added tax Revenue 15 recognised In the accounting period n
which consignments are delivered to customers

1




UK MAIL LTD

NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 March 2007

The revenue and profit before tax, all of which anses in the United Kingdom, 15 attributable to one activity, the provision of business mal
collection and delivery services

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax

The tax currently payable 15 based on the taxable profit for the year Taxable profit differs from the net profit in the income statement
because it excludes items of Income or expense that are taxable or deductible in other years and 1t further excludes items that are never

taxable or deductble

Full prowision is made for deferred taxation on all taxable temporary differences Deferred tax assets and habilities are recognised separately
on the balance sheet Deferred tax assets are recogrused only to the extent that they are expected to be recoverable

Deferred taxation 1s recognised in the income statement unless 1t relates to taxable transactions taken directly to equity, in which case the
deferred tax s also recognised in equity The deferred tax s released to the income statement at the same time as the taxable transaction is
recognised In the income statement

Pension costs

The Company sponsors a number of employees’ personal pension plans The assets of the plans are held separately from those of the
Company i independently administered funds The pension costs charged in the income statement represent contnbutions payabie by the
Company to the plans together with the administration charges of the plans

Foreign currencies

Transactons in foreign cumencies are recorded in stering at the rate ruling at the transacton date Monetary assets and habilibes
denominated in foreign currencies are translated at the rate of exchange ruling at the balance sheet date All exchange differences ansing
from trading transactions are dealt with in the income statement

Share-based payments

The costs of equity-settled share-based payments are recognised in the income statement with a corresponding increase in equity over the
vesting penod as services are provided to the Company The charge i1s based on the farr value of the equity instrument granted and the
number of equity instruments that are expected to vest

The farr value 1s measured at grant date and takes account of vesting conditions that relate to the market price of the ultmate parent
company’s shares In order to determine the value of the instrument a pncing model relevant to the type of instrument 15 used

The costs of cash-settied share-based payments are recogrised in the income statement with a corresponding increase in equity over the
vesting penod as services are provided to the Company The charge 1s based on the fair value of the abiity at each reporting date, with any
changes Iin fair value recogrised in the iIncome statement

Provisions

Prowisions are recognised when the Company has a present obligation (legal or constructive) as a resuit of a past event, it 15 probable that
an outfiow of resources embodying economic benefits will be required to settle the obligation and a reliable estmate can be made of the
amount of the obhgation Where the Company expects a provision to be rembursed, for example under an msurance contract, the
rembursement 15 recognised as a separate asset but only when the reimbursement is virtually certain If the effect of the tme value of
moeney 1s matenal, provisions are determined by discounting the expected future cashflows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropnate, the nsks specific to the liabdity Where discounting 15 used. the increase in
the provision due (o the passage of ime 1s recognised as an interest expense

12
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 March 2007

Exceptional tems

items of income and expense that are considered to be matenal either by size or nature, are separately disclosed and classiied as
exceptional items” on the face of the Income statement

Dividends

Intenm dividends are recogmised as a distribution from retained earmings In the penod in which they are paid

Fina! dividends are recogrised as a distnbution from retained earnings in the period in which they are declared at the general meeting

Financial instruments

In accordance with the requirements of IAS 32 and |AS 39, financial assets and financial habilities are recogrused in the Company's balance
sheet when the Company becomes a party to the contractual provisions of the instrument Financial assets are de-recognised when the
Company no longer has the nghts to cash flows, the nsks and rewards of ownership or control of the asset Financsal hiabilites are de-
recogmised when the obligation under the hability 1s discharged, cancelled or expires

nvoice amount less an allowance for any non-collectible amounts

* Trade receivables These are recognised and camed at the onginal ¢
llect the debts Bad debts are wnitten off to the

Provision is made when there 15 objective evidence that the Company will not be able to col

income statement when identified
* Cash and cash equivalents These compnse cash in hand and current balancas with banks and simitar institutons, which are readily

convertible to known amounts of cash and which are subject to insignificant nsk of changes n value and have an onginal matunty of three
months or less

* Interest-bearing loans and borrowings All interest-beanng ioans and borrowings are mitally recognised at far value plus directly
attnbutable transacton costs After inibal recognition, interest-beanng loans and borrowings are subsequently measured at amortised cost
using the effective interest method Amortised cost 1S calculated by taking into account any 1ssue costs, and any discount or premium

* Share capital Ordinary shares are classified as equity
For the purpose of the cash flow statement cash and cash equivalents consist of cash and cash equivalents as defined above, nat of

outstanding bank overdrafts

13




-

UK MAIL LTD

NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 March 2007

2 Operating profit

The following items have been charged 1n arnving at operating profit
Employee benefils expense (note 4}

Depreciation of owned property, plant and equipment {note 7}
Amortisation of intangibles (included in administrative expenses) (note 6)
Qperating lease rentals payable

- Plant ang machinery

- Other
Reparrs and mamtenance expenditure on property ptant and equipment
Trade recewables impairment {included n administrative experses)

Services provided by the Company’s auditor

Dunng the year the Company obtained the following services from the Company's
auditor at costs as detaled below

Audit services - statutory audit

Tax complance services

3 Finance costs

Finance lease Interest payable

4 Employees and directors

2007
£'000

3728
511
193

22
846
190
133

2007
£000

-4

2007
£000

Employee benefit expense for the Company dunng the year {including directors)

Wages and salanes
Social secunty costs
Other pension costs
Share-based payments

Average monthly number of persons employed {including directors)
Operattons
Administrabon

Key management compensation
Salanes and short-term employee benefits
Post-employment benefils

Share-based payments

14

2006
£'000

2218
106

80

38

2008
£000
10

77

2006
£000

£'000

1,963
169

2219

2008
Number
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UK MAIL LTD

NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 March 2007

The key management figures above nclude the executive board directors as detalled below

2007 2006
£000 £000
Directors' compansation
Aggregate emcluments 224 429
Post-employment benefits ] 13
—233 —448

The highest patd director was paid £107 500 dunng the year (2006 £110,670) Inadditon Company pension contnbutions of £5 375 were mads to
a money purchase pension scheme (£2006 £3,775)

with W Cockburn m relation to his cansullancy services Under this Mr

Business Post Group pic has a separate long term incentive agreement
commancament of

Cackburn will be entitled 1o receve bonuses if the profit of UK Mall exceeds specified targets within a four year penod of the
trading on 10 May 2004 and £209,680 (2006 £67 000} has been acerued m the financial statements in respect of the anticipated payment in 2008

Taxation
Analysis of charge n period
2007 2006
£'000 £'000
Current tax - current year 1,951 864
Currant 1ax - adjusiment 1n respect of pnor years 121 (5)
Deferred tax {note 13} - current year 18 81
Deferred tax {note 13) - pnor years 38 -
2,052 940

Taxation

The differences between the total current tax shown above and the amount calculated by appiying the standard rate of corparation tax 1o the profit
before tax are explained below

2007 2006
£000 £'000
Profit on ordinary activities before tax 6,349 3,327
Profit on ordinary activities at the standard rate of corporation tax
in the UK of 30% (2006 30%) 1,905 998
Effects of
Expenses not deductible for tax purposes 64 19
Group relief clamed . (72)
Adjustment n respect of pror years 83 (5)
2,052 940

Total tax charge

15
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UK MAIL LTD
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Intangible assots
2007 2006
£'000 £000
Cost
At beginning of the year 193 .
Additons 763 193
At 31 March 956 193
Aggregate amortisation
At baginning of the year 50 -
Charge for the year 193 50
At 31 March 243 Ei)
713 143

Met book value at 31 March
All amoctisation charges in tha year have been charged Hwough administrative expenses

Computer software has a usaful economic Iife of between 3 and 4 years

Property, plamt and equipmant

Freehoid Short Mator vahicles
land and leasohald plant and Computar
buildings premises equipment equipment Totai
£'000 £000 £'000 £000 £000
Cost
At 1 April 2006 68 13 1762 - 1843
Addions 82 531 3434 102 4 249
At 31 March 2007 150 844 5 196 102 6,092
Accumulated depreciation
At 1 Aprd 2006 4 1 101 - 106
Charge for the year 10 22 487 12 511
At 31 March 2007 14 ﬁ 568 12 617
Net book value at 31 March 2007 136 821 4,628 a0 5475
Freehold Short Motor vehies
land and leasehoid plant and Computer
buddings premises aquipment equipment Total
£'000 E'000 £000 £000 £000
Cost
At 1 Apnd 2005 - - - - -
Addtions 63 13 1762 - 1843
At 31 March 2006 68 13 5 762 - 1 843
Acoumulated deprecation
Al 1 Aprd 2005 - - - - -
Charge for the year 4 1 101 - 106
At 31 March 20068 4 1 101 - 106
Net book value at 31 March 2006 [2] 12 1661 - 1737
16
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8 Assets held under finance leases

Assets held under finance leases have the following net book value

Cost
Aggregate depreciation
Net book value

2007 2006
£000 £000
5108 1294
{661) (125)
4,647 7169

Included in assets held under finance leases are plant and equipment with a net book value of £3 734,000 (2006 £860 000) and computer software of

£713 000 (2006 £209 000}

9 Trade and other recervables

Trade recevables, net of provisions for imparment
Amounts owed by group undertakings

Other debtors

Prepayments and accrued income

All amounts are due within one year

Interest does not accrue on the unsecured inter-company balances which are repayable on damand

10 Cash and cash equivalents

Cash at bank and in hand

The effective interest rate on the cash and bank balances was Nit% (2006 Nit%)

11 Borrowings

Current

Bank loans and overdrafts due within one year or on demand

Finance lease obligatons

Non-current
Finance lease cbligatons

12 Trade and other payables - current

Trade payables

Amcunts owed to group undentakings

Accruals
Deferred income

Other taxation and social secunty

2007 2006
£000 £'000
14,908 12,081
20,981 7.811
9 149
258 131
36,156 20,172
2007 2006
£°000 £'000
1,539 642
2007 2008
£'000 £000
611 139
4,054 1,018
2007 2006
£000 £000
9,138 4,031
1,975 9996
3,518 1572
28 3z
5,064 2950
29,723 18,581
E———

(nterest does not accrue on the unsecured inter-company balances which are repayable on demand
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43 Deferred tax

14 Called up share capital

15 Cash flow from operating activittes

16

Deferred tax 15 calculated in full on temporary differences under the hability method using 2 tax rate of 30% (2006 30%)

The movement on the defermed tax account 1s as shown below

Deferred tax hability

At beginning of the year
Income statement (creditycharge

At 31 March

2007 2006

£'000 £000
81 .
{20} 81
&1 81

Deferred tax assets and habilities are only offset where there 1s a legally enforceable nght of offset and there 1s an ntention to seittle the balances net

Authonised 1ssued allotted and fully paid
100 Ordinary shares of £1 each

The reconcihation of profit to cash generated from/(used 1n) operations 15 as follows

Profit for the financial year

Taxaton
Interest payable

Depreciation and amorugation

Share-based payments

Increase in trade and other recewvables
Increase in trade and other payables

Cash generated fromi{used in) operations

Financial nstruments
Short term debtors and creditors

Short term debtors and creditors have been excluded

Interest rate risk profile of financial liabilities

The interest risk profile of the Company's financial kabiives al 31 March 2007 was

Finance leases

All financial habilities are sterling denominated

2007 2008
£ £
100 100
2007 2006
£:000 £900
4,297 2,387
2,052 940
134 5
705 156
190 64
{15,984) {16,032}
11,142 9102
2,536 ‘3 3782
2007
Floating rate Floanng rate
financial financial
Book value tiabilities Book value Labilies
£°000 £°Q00 £000 £000
4,665 4,665 1157 1157

All the Company's payables falling due withun one year (other than bank and cther borrowings) are excluded from the above table either due 1o the

exclusion of short term tems or because they do not meet the definiton of a financial hability, such as tax balances
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Matunty profile of financial labiities

The matunty profile of the carnying amount of the Company's non-current financial iabilibes at the end of the year was as follows

2007 2006

£000 £000

Between one and two years 646 146
Between two and five years 2172 486
After five years 1,238 386
4,054 1018

Financial iabilites comprise finance leases {note 11) Credilors due within ane year are excluded from the above table as they are of a short term

nature

Borrowing facilibes

The Company has undrawn borrowing facilites of £12m under a group amangement (2006 £12m) These facilites arein place until 31 December

2007
Fair vaiue of financial assats and habilities

The following table provides a companson by category of the carrying amounts and fair values of the Company's financial assets and habilies at 31
March 2007 and 2006 Farr value 1s the amount at which a financial instrument could be exchanged in an arm's length fransaction between informed
and wiling parties, other than a forced or liquidation sale and excludes accrued interest Where avallable market values have been used to determine
farr vaiues Where market values are nol available, farr values have been calculated by discounting expected cash flows at prevailing interest rates
Set cut below 15 a summary of the methods and assumptions used for each category of financial instrurnent.

2007 2006
Book value Fair value Book value Fawr value
£'00C £'000 £000 £'000
Pnmary financial nstrument held or issued to
finance tha Company's operations
Finance leases (4,665) {4,665) (1157} (1,157
Cash at bank and 1n hand 1,539 1,539 642 642

Summary of methods and assumptions

Finance leases The farr value is based on discounting the cash flows at prevailing interest rates

Financia! instruments held for trading purposes
The Company does not trade in financial (nstruments
Currency analysis of monatary net assets

All monetary assets and labilties are steriing denomuinated
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17 Contingent liabilities

The Company, together with fellow subsidianes of Business Post Group plc, acts as a guarantor under a £12m group bormowing

facility (2006 £12m)

18 Capital and other financial commitments

Contracts ptaced for future capital expenditure net provided In the

financial statements

19 Analysis of net cashi{debt)

Cash at bank and in hand
Finance leases

Nat cash/{debt)

2007 2006

£000 £'000

328 -

At 1 Apnl At 1 April At 31 March
2005 Cash Flow 2006 Cash Flow 2007
£'000 £000 £'000 £'000 £'000
4904 (4 262) 642 897 1,538
- {1157) {1 157) {3 508) {4,665)

4,904 {5,419) {515) {2,611) (3,126)

20 Related party transactions

Key management compansation Is disclosed in note 4

Intercompany balances anse from recharges of costs from and to other group companies Year end balancas ansing from these

recharges are as follows

Receivable from related parties
Parent undertaking

Payabie to related parties
Fellow group undertakings

2007
£'000

20,981

(11.975)

The foliowing transactions were carmned out during the year with related paries

Recharges from fellow subsidianes
Racharges to fellow subsidianes
Financing received from parent company

21 Ultmate parent undertaking and controlling party

(27,343)
2,396
36,138
11,191

2006
£'000

781
(3 996)

{10 380)
6 020
562

(3 798!

Busmess Post Group pic a company incorporated in Great Brtain, is the immed:ate and ulbmate parent undertaking ang the uthimate

controlling party

P Kane, a director of the Company and of the parent undertaking together with members of his close famity and certain family trusts, the
beneficianes of which ara persons connectad with P Kane control directly and indirectly 45 8% of the 1ssued share capital of the parent
undertaking ln additon his brother M Kane controls a further 12 8% of the ssued share capial of the parent undertaking

The parent undertaking of the largest and smallest group which includes the Company and for which group accounts are prepared is
Business Post Group plc Copies of the financial statements can be publicly obtained from the registered office at Express Houss,

464 Berkshire Avenue Slough, Berkshtire SL1 4PL
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22 Cntical accounting judgements and key sources of estimation uncertainty

tin note 1 to these financial statements Management 15 required to axercise significant

The Company's accounting policies are set ou
Argas which management deltleves require the most cntical accounting judgements are

judgement n the application of these policies
as follows {apart from those policies involving estimation which are outlined in (b) below)

a} Critical accounting judgements In applying the Company’s accounting pohcies

Exceptional 1tems

matenial by viriue of ther nature and amount should be disclosed

The Directors consider that items of income or xpense which are
al performance of the Company The Directors label these items

separately if the financtal statements are to tairly present the financi
collectively as ‘exceptional tems’

xceptional 15 often a subjective matter However, circumstances that the

Determining which transactiens are to be considered &
requinng separate disciosure would include

Directors believe would give nse to exceptional items,
{1) loss or cessation of a matenal contract representing 5% or more of the Company's revenues

() disposat of fixed assets where the profit or loss represents 5% or more of the Company's profit before tax,

(1) disposal of investments,
(v) orgamsational or restructuring programmes

Leases

In determining whether a lease 1s a finance lease or an operating lease, management is required to evaluate where the substantial risks
and rewards reside Where management conclude that the arrangement constiutes a finance lease, then it 1s necessary to both
calcutate the proportion of the payment which should be treated as finance cost and capital repayment and to judge the hkely panod of

use at the inceplion 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 wnie down the value of those assets 1o therr residual vatue over their
respactive useful ves The Directors are required to assess both the usafut economic hives of the assets so that depreciation 1s
charged on a systematic and proportionate pasis and the probable residual values

Recoverability of trade receivables

Trade recenvables are recorded net of provisions for bad debts and credt notes In evalualing the required provision the Directors
consider debtor specific circumstances n addiion to histonical trends
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