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BUSINESS POST LTD

DIRECTCORS' REPORT
for the year ended 31 March 2006

DIRECTORS' REPORT

The directors present their report and the audited financial statements of the Company for the year ended 31 March 2006, These are the first
set of financial staternents prepared under Intetnational Financial Reporting Standards {IFRS). The principal impact of IFRS on the accounts of
the Company has been the requirement to account for the accrued entiflement to holiday pay and to quantify the fair value of share options,
including those issued in prior years, and spread that across the relevant vesting period. Further details of the impact of adopting IFRS are
given in note 28 to the financial statements.

PRINCIPAL ACTIVITIES

Business Past Limited is a private limited company incorparated on 10th November 1869 under English law and domiciled in England. The
Company is a subsidiary of Business Post Group plc, a public limited company incorporated and domiciled in England and listed on the London
Stock Exchange (LSE:BPG).

The principat activity of the Company is the operation of national and international parcel collection and delivery services.
REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS

Pre-tax profits of £2,685,000 (2005: £16,610,000) have been achieved on revenue of £205,991,000 {2005: £195,684,000). The directars
consider the results to be in line with expectations.

Bath the progressive decline in revenue growth during the year and the markedly lower profitability can be altributed in large part to the impact
of a number of unsuccessful profit-improvement initiatives introduced during the year. These included short-tetm cost reduction initiatives
which adversely impacted service levels. These service issues, and a series of price increases in the summer, in turn affected customer
numbers, particularly smali and medium sized enterprises, with the result that the average selling price declined and operational efficiency
reduced.

Exceptional costs totalled £4,520,000 (2005: £3,200,000), comprising £1,880,000 to cover converting underperforming franchise sites to
corparate sites in the year to 31 March 2006, and £300,000 in relatior: to claims from prior franchisees. Management restructuring costs of
£797,000 relate to the departure of Paul Carvell as Chief Executive and a number of significant changes o the manageiment team following the
appointment of Guy Buswell, after deduction of related share-based credits. Franchise related costs represent a provision of £1,543,000 (2005;
£3,200,000) against amounts owed by certain franchises.

An action plan was set in place to improve the performance of the Company; with service levels in the first quarter of 2006 amongst the highest
in the Company's histary, with the improved service continuing to track above last vear.

Trading since the year end has been satisfactory. Encouraging progress is being made in tackling the issues within the franchise network and
implementing initiatives fo rebalance the mix of customers and reduce unit costs within the Company.

On the 18th December 2006 FedEx announced its acquisition of ANC Holdings. This anncuncement has led to the informed intention to
terminate this contract. The effects of this loss are still to be quantified, however we do not expect any impact on trading profits in the year to
31 March 2007.

PRINCIPAL RISKS AND UNCERTAINTIES

The management of the business and the execution of the Company's strategy are subject to a number of risks.

The key financial risks and uncertainties affecting the Company are considered to relate to credit risk an trade and franchise debts and fue!
price risk. Further discussion of these risks and uncertainties is provided in note 1 to these financial statements.

KEY PERFORMANCE INDICATORS

The directors of Business Post Group plc manage the group’s operations on a divisional basis. For this reason, the Company's directors
believe that analysis using key performance indicators for the Company is not necessary or appropriate for an understanding of the
development, performance or position of the business of Business Past Limited. The development, performance and pesition of the parcel
division of Business Post Group plc, which includes the Company, is discussed on pages 7 and 8 of the group's annual report which does not
form part of this report.

RESULTS AND DIVIDENDS

The Company's profit for the financial year was £1,544,000 (2005: £12,024,000). A dividend of £14,922 per £1 ordinary share was paid on 28
March 2006 (2005: £13,604 per £1 ordinary share). Total dividends paid were £14,922,000 (2005: £13,604,000).

The retained profit for the year of £1,544,000 {2005: £12,024.000) has been transferred o reserves.
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CHARITABLE AND POLITICAL DONATIONS

The Company made charitable donations of £77,067 (2005; £86,444) to the National Children's Home Charity for general purposes, and £nil
(2005: £5,958) to the DEC Tsunami Earthquake appeal. Other charitable donations totalied £1,250 (2005: £6,300). No political donations were
made (2005: £nit).

SUPPLIER PAYMENT POLICY

The Company's policy ¢encerning the payment of its trade payables is to follow the CGBI's Prompt Payers’ Code, The Company endeavours to
agree standard terms of payment with its major suppliers at the commencement of business. Suppliers fuffilling 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.

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, established an Employee Consultative Group (ECG) in April 2003. The ECG aims to improve relationships and attitudes by working
with employees and management to solve issues together, by encouraging employees to identify issues that need to be raised and to use the
ECG as the medium through which they are raised. Each site has self-elected ECG representation through which issues can be discussed, and
represented at regional and nationai forums.

The Company is an equal opportunities employer and holds an Investors in Peaple cerificate.

The Company's policy and practice is to encourage the recruitment and subsequent training, career development and promotion of disabled
persons according to their aplitudes and abilities and the retention and retraining of employees who also become disabled during their
employment.

DIRECTORS' INTERESTS

The directors who have held office during the year and up to the date of signing the financial statements were:

C G Buswell

P Carvell (resigned 5 December 2005)
P D C Fitzwilliiam (resigned 2 June 2006}

S Glew {appointed 5 June 2006)

R Hodgson (resigned 30 September 2005)
M Kane

P Kane (Chairman}

D A Ross

The interests of C G Buswell, M Kane, P Kane and D A Ross who are also directors of the ultimate parent company, Business Post Group ple,
are shown in the annual report of that company. Additionally, the interests of P Carvell, P D C Fitzwilliam and R Hodgson, who were also
directors of the ultimate parent company, Business Post Greup plc, are also shown in the annual repert of that Company.

Since the year end, Peter Fitzwilliam resigned as a director of the board of the Company and the ultimate parent camparry, Business Past
Group plc, and as Company Secretary on 2 June 2006. Martin Wright was appointed Company Secretary on 2 June 2006 and resigned on 31
October 2006. Steven Glew was appointed to both the board of the Company, and 1o the beard of the ultimate parent company, Business Post
Group plc on 5 June 2006. Steven Glew was appeinted Company Secretary on 31 October 2006 and resigned on 1 December 2006. Charles
Cochrane was appointed Company Secretary on 1 December 2008,

STATEMENT OF DIRECTORS' RESPONSIBILITIES

Company law requires the directors to prepare financial statements for each financial year that 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. The directors are required to prepare the financial statements on the
going concern basis, unless it is inappropriate to presurme that the Company will continue in busingss.

The direciors confirm that suitable accounting policies have been used and applied consistently in the preparation of the financial statements.
They also confirm that reasonable and prudent judgements and astimates have been made in preparing the financial statements for the year
ended 31 March 2006 and that appticable accounting standards have been followed.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the financial position
of the Company and to enable them 1o ensure that the financiat statements comply with the Companies Act 1985. They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.
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STATEMENT OF DISCLOSURE OF INFORMATION TO THE AUDITORS

So far as the directors are aware, there is no refevant audit information {that is, information needed by the Company's auditors in connection
with preparing their report) of which the Company’s auditors are unaware.

The directors have taken all the steps that ocught to have been taken as direclors in order to make themselves aware of any relevant audit
information and to establish that the Company's auditors are aware of that information.

AUDITORS

As a result of an elective resolution, the Company has dispensed with the holding of an annual general meeting under Section 366A of the
Companies Act 1985 and dispensed with the abligation 1o appeint auditers 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 auditor to the
Company until further notice.

By order of the board
8 Glew

Director %

31 January 2007
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{INDEPENDENT AUDITORS’ REPORT
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF BUSINESS POST LTD

We have audited the financial statements of Business Post Ltd for the year ended 31 March 2006, 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 out therein.

Respective responsibilities of directors and auditors

The directors' responsibilities for preparing the financial statements in accordance with applicable law and Internationat Financial
Reporing Standards (IFRS's) as adopted by the European Unicn are set out in the Statement of Directors' Responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and
international Standards on Auditing (UK and ireland). This repert, 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 ather purpose. We do not,
in giving this opinion, accept or assume responsibility for any other purpose 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 irue and fair view and whether the financial statements
have been properly prepared in accordance with the Companies Act 1985. We also report to you whether, in our opinion, the
information given in the Directors’ Report is consistent with the financial statements. In addition, we report to you if, in our opinion,
the cempany 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 far our report if we become aware of any apparent misstatements
within it.

Basis of audit opinion

We conducted our audit in accordance with Intemnational 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 financial statements, and of whether the accounting policies are appropriate to the company's circumstances, consistently
applied and adequately disclosed.

We planned and performed cur audit so as to obtain all the infarmation 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 farming our opinion we atso evaluated the overall adequacy
of the presentation of infermation in the financial statements.

Opinion

In our opinion;

- the financial stalements give a true and fair view, in accordance with IFRS's as adopted by the European Union, of the state of
the Company's affairs as at 31 March 2006 and of its profit and cash flows for the year then ended;

- the financial stalements have been properly prepared in accerdance with the Companies Act 1985; and

- the information given in the Directors' Report is consistent with the financial statements.

[ ot ot s Goa— M

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
West London

31 January 2007
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INCOME STATEMENT

for the year ended 31 March 2006

2006 2005
Notes £000 £'000
Revenue 205,991 195,684
Cost of sales {169,604) {151,712)
Gross profit 36,387 43,972
Administrative expenses (33,788) (27,573)
Operating profit before exceptional items 7.119 19,599
Exceptional items - administrative expenses 2 {4,520) (3,200)
Operating profit 3 2,589 16,399
Interest payable 4 {321) (198)
Interest receivable 4 407 409
Profit before taxation 2,685 16,610
Taxation 6 {1,141) (4,586)
Profit for the financial year 1,544 12,024

The profit for the financial year arises from the Company's continuing activities, and is wholly atiributable to equity helders of the Company.

The refated notes on pages 10 to 29 form part of these financial statements.




BUSINESS POST LTD

BALANCE SHEET

as at 31 March 2006

ASSETS
Non-current assets

Intangible assets

Investment properties
Property, plant and equipment
Trade and other receivables
Deferred tax assets

Current assets

Inventories

Trade and cther receivables
Current tax assets

Cash and cash equivalents

LIABILITIES

Current liabilities
Borrowings

Trade and other payables
Current tax liabilities
Provisions

Net current liabilities
Non-current liabilities
Deferred tax liabilifies

Provisions

Net assets

Shareholders’ equity

Ordinary shares
Retained earnings
Total shareholders® equity

Notes

10
12
16

11
12

13

14
15

17

16
17

18
19

2006
£000

380
1,109
32,727
143

95
34,454

187
53,713
1,871
1,435
57,186

(87.654)

{691}
{88,345)
(31,159)

{1,129)
(251)

1,915

1
1,914
1,915

2008
£000

435
1.142
32,281
1,547
1,836
37.241

142
51,235

51.377

(2,207)
(66.,944)
(886)
69
(70,106)
{1 8,729!

{1,472}
(342)

16,698

1
16,697
16,698

The financial statements on pages 6 to 29 were approved by the board of directors on 31 January 2007 and were signed on its behalf

by:
S Glew
Director

The related notes on pages 10 to 29 form part of these financial statements.




BUSINESS POST LTD

CASH FLOW STATEMENT

for the year ended 31 March 2006

Qperating activities

{ash generated from operations

Interest received

Interest paid

Taxation paid

QOther non cash items

Net cash inflow from operating activities

Investing activities

Proceeds from disposal of property, plant and equipment
Purchase of intangible assets

Purchase of property, plant and equipment

Net cash outflow from investing activities

Financing activities
Dividends paid to shareholders
Net cash outflow from investing activities

Net increasef/(decrease) in cash and cash equivalents
Cash and cash equivalents at 1 April
Cash and cash equivalents at 31 March

2006
Notes £000

20 27,620
407

(321)

(3,369)

537

23,800

715

8 {(176)
10 {5.775)
(5.238)

7 (14,922)
{14,922)

25 3,642

25 (2,207)
25 1,435

The retated notes on pages 10 to 29 form part of these financial statements.

2005
£'000

20,853
409
(198)

(5,028)
933

16,069

93
(227)
(6.156)
(6.290)

{13,604}
(13,604)

(3.825)
1,618

!2,207!




BUSINESS POST LTD

STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

for the year ended 31 March 2006

Notes

Shareholders' equity at 1 April

Dividends paid 1o shareholders 7
Employees' share option scheme:

- value of employee services

Tax on items taken directly to equity 16
Profit for the financial year

Shareholders' equity at 31 March

The related notes on pages 10 to 29 form part of these financial statements.

2006
£000

16,698
(14,922}

(536)
(869)

1,544

1,915

2008
£'000

16,316
(13,604

932
1,030
12,024
16,698




BUSINESS POST LTD

NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 March 2006

Principal accounting policies
Accounting policies for the year ended 31 March 2006

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 statemenis have been prepared in accordance with EU-adopted International Financial Reporting Standards {IFRS), and
International Financial Reporting Interpretations Committee (IFRIC) interpretations and with those parts of the Companies Act, 1985
applicable to companies reporting under IFRS,

The financial statements have been prepared under the historical cost canvention as madified by the revaluation of certain financial assets
and liabitities heid for trading.

The preparation of finangial statements in conformity with generally accepted accounting principles, requires the use of estimates and
assumptions that affect the repaorted amounts of assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Although thase estimates are based on management's best knowledge of the amount,
event or actions, actual results ultimately may differ from those estimates.

The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year are the recoverability of trade receivables (note 12), and managements estimate of provisions {note 17).

The financial statements have been prepared on a geing congern basis and in accordance with the Companies Act 1985.
Conversion to \FRS

This is the first year that the Company has produced financial statements under IFRS. The adoption of IFRS from the transition date of 1
April 2004, has resulted in a number of presentational adjustments to the previousiy reported results presented under UK generalfy
accepted accounting principles (UK GAAF). The main changes were in relation to the requirement to account for accrued holiday pay
entitlement, and to quantify the fair value of share aptions, including those issued in prior years, and to spread that across the relevant
accounting period.

IFRS 1, 'First-Time Adoption of International Financial Reporting Standards', permits those companies adopting IFRS for the first time to
take certain exemptions fram the full requirements of IFRS in the transition period. The Company has applied the following key exemptions:

* Financial instruments: The Campany applied the IFRS 1 examption from the requirement to restate comparative information far the
effects of adopting 1AS 32 ‘Financiai Instruments: Disclosure and Presentation” and IAS 38 'Financial Instruments: Recognition and
Measurement’. Comparative information as at 1 Aprif 2004 and for the year to 31 March 2005 is presented under UK GAAF applicable at
that time.

Note 28, 'Transition to IFRS', provides further details.

The Company has not adopted any standards early, including the amendment to IFRS 7 'Financial instruments: disclosures', and the
complementary amendment to IAS 1 'Presentation of financial statements'. The Company has not adopted interpretations to existing
standards ahead of their mandatory application, including IFRIC 8, 'Scope of IFRS 2', and IFRIC 10, ‘Interim financial reporting and
impairment'.

Intangible assets

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

These are capitalised on the basis of the costs incurred to acquire and bring 1o use the specific software. These costs are amortised on a
straight line basis over their estimated useful lives, normally three to four years.

intangible assets created within the business are not capitalised and expenditure is charged against profits in the year in which it is incurred,

10
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 March 2006

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any impairment in vaiue. Land is not depreciated.
Depreciation is calculated over the estimated useful economic life less residual value of the asset as follows:

Freehold buildings fifty years on a straight line basis

Short leasehold improvements over the period of the lease on a siraight line basis
Motor vehicles, plant and eguipment 10% to 33% annually on a reducing balance basis
Computer equipment 14% to 33% annually on a straight line basis

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

The carrying value of praperty, piant and equipment is reviewed at least annuaily. Any resultant impairment losses are charged immediately
te the income statement.

Investment properties

Invesiment properties comprise of freehold and leaseheld land and buildings held for long term rental yields and are not accupied by the
Company.

Investment properties are accounted for under the cost model, at cost less accumulated depreciation and accumulated impairment losses.
{nventories

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

Costis determined using the first-in-first-out method and net realisable value is the estimated selling price less costs of disposal in the
ordinary course of business.

Finance and operating leases
Costs in respect of operating [eases are charged on a siraight fine basis over the term of the lease.

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

Segment repotting

A business segment is a component of the Company that is engaged in providing a group of refated services that are subject to risks and
returns that are different from those of other business segments. A geographicai segment is a compenent of the Company that operates
within a particular economis environment that is subject to risks and returns that are different from those of components operating in other
economic environments.

The Company operates in one business and cne geographic segment being the courier and UK markets respectively.

11
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NOTES TO THE FiNANCIAL STATEMENTS

for the year ended 31 March 2006

Revenue

Revenue reflects all sales inveiced by the Company, whether delivered by network services or a franchise. Revenue is recognised in the
accounting period in which consignments are delivered to customers.

Income from the sale of franchises is recognised over the life of the franchise agreement in proportion to the share of services rendered, by
reference to the proportion of the total services to be provided.

Income from invesiment properties is recognised on a straight line basis over the term of the lease, even if the payments are not received
on such a basis.

All revenues are stated net of value added tax.

Deferred taxation

Fuit provision is made for deferred taxation on ail taxable temporary differences. Deferred fax assets and liabilities are recognised
separately on the halance sheet. Deferred tax assets are recognised only to the extent that they are expected to be recoverable.

Deferred taxation is recognised in the income statement unless it relates to {axable transactions taken diractly to equity, in which case the
deferred tax is also recognised in equity. The deferred tax is released to the income statement at the same time as the taxable transaction
is recognised in the income slatement.

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 in independently administered funds. The pension costs charged in the income statement represent contributions payable by the
Company ta the plans together with the administration charges of the plans.

Foreign currencies

Transactions in fareign currencies are recorded in sterling at the rate ruling at the transaction date. Monetary assets and liabilities
denominated in foreign currencies are translaied at the rate of exchange ruling at the balance sheet date. All exchange differences arising
from trading fransactions are deait 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 period as services are provided to the Company. The charge is based on the fair value of the equity instrument granted and the
number of equity instruments that are expected to 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 model relevant to the type of instrument is used.

The costs of cash-setiled 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 charge is based on the fair value of the liability at each reporting date, with
any changes in fair value recognised in the income statement.

Provisions

Provisions are recognised when the Company has a present obligafion {legal or constructive) as a result of a past event, it is probable that
an outflow of resources embodying economic benefits will be required to settle the obligaticn and a reliable estimate can be made of the
amount of the obligation. Where the Company expects a provision to 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
maoney is material, 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 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 an interest expense.

12
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 March 2006

Exceptional items

ltems which are material by size and/or by nature and ara non recurring are presented as exceptional items within their relevant income
statement category. The separate reporting of exceptional items helps provide an indication of the Company's underlying business
performance. Events which may give rise to exceptional items include gains or losses on disposal of businesses, the restructuring of
businesses, the integration of new businesses, asset impairments and the subsequent recognition of deferred fax assets on prior year
acquisitions.

Dividends

Dividends are recognised in the financial statements as follows:

Inferim dividends are recognised as a distribution from retained eamings in the period in which they are paid.

Final dividends are recognised as a distribution from retained earnings in the period in which they are declared at the general meeting.
Financial instruments

In accardance with the requirements of IAS 32 and IAS 39, financial assets ard financial liabilities are recognised in the Company’s Balance
Sheet when the Company becomes a parly to the contractual provisions of the instrument. Financial assets are de-recognised when the
Company no longer has the rights to cash fiows, the risks and rewards of ownership or control of the asset. Financial liabilities are de-
recognised when the obligation under the liability is discharged, cancelled or expires.

* Trade receivables: These are recognised and carried at the original invoice amount less an allowance for any nen-collectible amounts.
Provision is made when there is objective evidence that the Company will not be able to cellect the debts. Bad debts are written off to the
inceme statement when identified.

* Share capital: Ordinary shares are classified as equity.

* 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.

* Interest-bearing loans and borrowings: All interest-bearing loans and borrowings are initially recognised at fair value plus directly
attributable transaction costs. After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost
using the effective interest method. Amertised cost is calculated by taking into account any issue costs, and any discount or premium.

For the purpose of the Cash Flow Statement, cash and cash equivalents consist of cash and cash equivalents as defined above, net of
outstarding bank overdrafts.

Finanecial risk management
Foreign exchange risk

The Company is not significantly exposed to the effects of fluctuations in exchange rates since alt income is in stetling and costs
denominated in foreign currency, principally the euro, represent less than 5% of all expenditure. The Company maintains an accaunt in
euros o hedge the Company's limited exposure to purchases denominated in european currency, and any gains or losses on the
retranslation of this account help to offset increases or decreases in the sterling equivalent value of foreign purchases. At the year end, the
balance on this account was £537,295.

13
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 March 2006

Interest rate risk
The Company has both interest-bearing assets and interest-bearing liabilities, subject to fleating rates.

Shori-term finance is principally obtained from a sterling bank overdraft, with interest charged at a rate linked to the Bank of England base
rate.

Price risk

Fuei represents one of the major costs that the Comparny faces. Price risk is minimised as significant increases in the fuel price can he
passed onto customers via a fuel surcharge mechanism common throughout the express delivery industry.

Credit risk

Trade receivahles

The Company has no significant concentrations of credit risk. The Company's exposure is limited by being spread across a wide range of
industry sectars, with the most significant being the high tech sector, which generates roughly 20% of Company revenue. FedEx, the worid's
leading express delivery company, accounted for less than 9% of revenue, and no other customer accounts for over 5%. The Company has
implemented poficies that require appropriate credit checks an poteritial customers before sales commence.

Franchise receivables

Franchise receivables represent both short and long-term amounts advanced by the Company, the recoverability of which is dependent on
the trading performance of the individual franchise and that of the Company, and the economy in general.

Liquidity risk

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

14




BUSINESS POST LTD

NOTES TO THE FINANCIAL STATEMENTS (Continued)

for the year ended 31 March 2006

2 Exceptional items

Franchise-relaied costs

- Provision against amounts relating to prior years
- Cenversion costs including claims

Management restructusing

Exceptional itemis

2006
£000

1,543
2,180

797
4,520

2005
£000

3,200

3,200

Exceptional cosls tolalled £4,520,000 {2005: £3,200,000), comprising £1,880,000 to cover converting underperforming franchise sites to corporate
sites in the year to 31 March 2006, and £300,000 in relation to claims from prior franchisees. Management restructuring costs of £797,000 relate to
the departure of Paul Carvell as Chief Executive and a number of significant changes to the management team following the appointment of Guy

Buswell, after deduction of related share-based credits.

The remaining franchise related costs represent a provision of £1,543,000 (2008: £3,200,000) against amounts owed by certain franchises.

Operating profit

The following items have been charged/(credited) in arriving at operating profit:
Employee benefits expense (note 5)

Cost of inventories recognised (included in cost of sales)

Depreciation of pwned property, plant and equipment (notes 9, 10}
Amortisation of intangibles (included in administrative expenses) (note 8)
Other operating lease rentals payable

- Plant and machinery

- Other

Repairs and maintenance expenditure on property, plant and equipment
QOperating lease rentals receivabie

- Plant and machinery

- Qther

{Profit)/loss on dispesal of fixed assets

Trade receivables impairment {included in administrative expenses)
Franchise receivables impairment (included in administrative expenses)
Investment property income

Services provided by the Company's auditor

During the year the Company obtained the following services from the Company's
auditor at costs as detailed below:

Audit services - statutory audit

Other agsurance services

Tax compliance services

Finance costs - net

Interest receivable on amounts due from franchises
Interest payable - bank overdraft
Finance costs - net

15

2006
£'000

40,298
6,898
4,443

231

5923
3,367
1,752

{833)
(479)
204
1,079
5,296
(220}

2006
£'000

90
14
76
180

2006
£'000

407

{321)
56

2005
£'000

34,635
4,715
3,931

246

5,147
2,502
1,498

(829)
(225)
{23)
760
4107
(220)

2005
£'000

50

45
85

2005
£'000

409

(198)
211




BUSINESS POSTLTD

NOTES TO THE FINANCIAL STATEMENTS (Continued)

for the year ended 31 March 2006

5 Employees and directors

Employee henefit expense for the Company during the year (including directors)

Wages and salaries
Social security costs
Other pension costs *
Share-based payments

* Other pension costs all relate to defined contribution schemes.

Average monthly number of persons employed (including directors)
Administration and management
Drivers

Key management compensatior
Salaries and short-term employee benefits
Post-employment benefits

Termination benefits

Share-based payments

The key management figures above include the executive board directors as detailed below :

Directors' compensation
Aggregate emoluments
Post-employment benefits
Termination benefits
Share-based payments

2006 2005
£000 £'000
36,958 30,862
3,387 3,208
617 565
§5641 933
40,298 34,635
2006 2005
Number Number
165 165
1,768 1,524
1,833 1,689
2006 2005
£'000 £'000
938 989
82 98
312 -
213 198
1,119 1,285
2008 2005
£'000 £'000
788 989
72 a8
312 -
(193} 198
979 1,285

The highest paid director was paid £273,000 during the year (2005; £264 000). In addition, Company pension contributions of £12,000 were made to

a money purchase pension scheme (£2005: £26,000).

Three directors {2005 three) hold money purchase pension schemes which are sponsored by the Company. The assets of the plans are held 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.

Details of shares exercised by directors during the year are included within the Directors’ Report.




BUSINESS POSTLTD

NOTES TO THE FINANCIAL STATEMENTS {Continued)

for the year ended 31 March 2006

Taxation

Analysis of charge in period

2006

£'000
Current tax - current year 830
Current tax - adjustment in respect of prior years A0
Deferred tax (note 16) - current year {195)
Deferred tax {note 18) - prior years -1
Taxation 1,141

2008
£'000

4737
3
88)

28

4 6586

The differences between the tota! curment tax shown above and the amount calculated by applying the standard rate of corporation tax to the profit before tax are explained

below:
2006 2005
£'000 £000
Profit on ordinary activities before tax 2,685 16,610
Profit on ordinary activities at the standard rate of corporation tax in the UK of 30% (2005:30%) 805 4,983
Effects of:
Expenses not deductible for tax purposes {170} 84
Group refief dlaimed - {416)
Adjustment in respect of prior years 508 (85)
Total tax charge 1,141 4,566
Additionally, £658 000 of current tax has been credited {2005: £Nii) directy to equity in respect of share cptions.
Dividends
2006 2005
£'000 £000
Final 2005 paid: £14,922 (2004: £13 804) per £1 share 14,922 13,604
14,922 13 604
Intangible assets
2006 2005
£'000 £000
Cost
At 1 April 1,419 1,183
Additions 176 227
At 31 March 1,586 1.410
Aggregate amortisation
At 1 April 975 729
Charge for the year 231 246
At 31 March 1,206 975
Net book value at 31 March 380 435
Net book value at 1 April 435 454

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

Computer softwara has a useful economic iife of between 3 and 4 years

17
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BUSINESS POSTLTD

NOTES TO THE FINANCIAL. STATEMENTS {Continued)

for the year ended 31 March 2006

Investment properties

Cost
At 1 April and 31 March

A lated depreciati
At 1 April

Charge for the year

At 31 March

Net book value at 31 March
Net book value at 1 Apiil

2006 2005

£000 £000
1,656 1,656
514 481
33 33
547 514
1,109 1,142
1.142 1175

Invesiment properties are accounted for under the cost model, at cost lkess accumulated depreciation and accumulated impairmant losses and are depreciated over fifty years on

a straightiine basis.

The property was valued on the basis of Market Value at £3.6m, primarily derived using comparable recent market transactions on arm's length terms. The valuation was camed
out in accordance with the RICS Appraisal and Valuation Standards,

Property, plant and equipment

Cost

At 1 April 2005
Additions
Disposals

At 31 March 2006

Accumutated depreciation
At 1 Apri 2005

Charge for the year
Disposals

At 31 March 2006

Met book value at 31 March 2006

Cost

At 1 April 2004
Additions
Disposals

At 31 March 2005

Accumulated depreciation
At 1 Aprit 2004

Charge for the year
Disposals

At 31 March 2005

Net book value at 31 March 2005

Freehotd Short Motor vehicles
land and ieasehold plant and Computer
buildings prémises equipment equipment Total
£'000 £'000 £000 £'000 £000
22,110 801 15,542 10,120 48,573
279 736 3,047 1713 5775
- {154} {2,151} {16) {2,321)
22,389 1,383 16,433 11,817 52,027
2179 318 8,106 5688 16292
318 132 1,638 2,324 4410
- (52) (1335 1% {1,402)
2,495 398 8,409 7,998 19,300
19,894 985 8,029 3,819 32,727
Freehold Short Motor vehicies
land and leagsehoid plant and Computer
buildings premises equipment equiprment Totai
£'000 £600 £000 £'000 £000
21,383 737 14,020 7,002 43,142
727 B4 2,143 3,222 6,156
- - {211 (104) (725)
22,110 301 15,542 10,120 48,573
1,869 266 7,188 3,706 13,048
290 52 1,481 2,075 3.898
- - {563) {92) {65%)
2.179 318 8,106 5683 18,292
19,831 483 7,436 4,431 32,281

18
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BUSINESS POSTLTD

NOTES TO THE FINANCIAL STATEMENTS (Continued)

for the year ended 31 March 2006

Inventories

Fuel stock

The Company consumed £6,896,000 (2005. £4,715,000} of inventories during the year

Trade and other receivables

Trade receivabies, net of provisions for impairment
Franchise receivabies, nat of provisians for impairment
Amounts owed by group undertakings

Other debtors

Prepayments and accrued income

Less: nen-current franchise receivabies

Interest does not accrue on the unsecured inter-campany balances, which are repayable on demand.

Cash and cash equivalents

Cash at bank and in hand

The affective interest rate on the cash and bank balances was 4.1% (2005: 4.1%)

Borrowings

Current : Bank loans and overdrafts due withln one year ar on demand

Bank overdrafis

The effective interest rate on the bank overdrafts was agproximately 5.1% (2005: 5.0%;), accruing on a daily basis.

Trade and other payables - current

Trade payables

Ampunts owed to franchises
Amounts owad to group undertakings
Accrugls

Deferred income

Other creditors

Other taxation and social security

Interest does not ascrue on the unsecured inter-company balances, which are repayable on demand.

2008 2005
£600 £000
167 142
2006 2005
£'000 £000
31,215 22,461
143 2824
26,130 15,058
120 535
2,248 1,904
53,856 52,782
{143} (1.547)
53,713 51,335
2006 2005
£000 £000
1,435 .
2006 2005
£000 £000
- 2,207
2008 2005
£600 £000
10,487 7728
2,329 2663
66,131 49148
5,405 4061
136 179
2% .
3,160 3,165
87,654 56,944
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BUSINESS POST LTD

NOTES TO THE FINANCIAL STATEMENTS (Continued}

ended 31 March 2006

Deferred tax

Deferred tax is calculated in full an temporary differences under the liability method using 2 tax rate of 309% (2005: 30%)

The movement on the deferred tax account is as shown below:

Deferred tax asset/{liability)

At 1 April

Income statement credit/{charge)
Taken to equity

At 31 March

Peferrad tax asset

At1 Aprit

Incorne statement credit{chargea)
Taken to equity

At 31 March

Deferred tax {liability)

At 1 April

Incoeme statement credit/(charge)
Taken to equity

At 31 March

2008 2005
£'000 £000
364 (T24)
129 58
{1,527} 1.030
1,034} 364
2006 2005
£'000 £'000
1,838 544
214 265
{1,527} 1,030
96 1,836
2008 20056
£'000 £'000
(1.472) (1,265
343 {207}
(1,129 1,472)

Deferred tax liabilities on accelerated capital allowances are calculated on the difference between the accounting net book value of the assets and their carrying amount for tax

purposes

Deferred tax assets and liabilities are only offset where there is a legally enforcsable right of offset and there is an intention to settle the halances net.

The deferred income tax credited/(debited) to equity during the year is as follows:

2006 2005
£'000 £000
Deferrad tax on share based payments (1,527} 1,030
Provisions
Praperty Vacant Franchise related
leases propetties. Claims costs Total
£'000 £'000 £'000 £'000 £'000
At 1 April 2005 411 - - - 411
Income statement charge/(Credit) 98 36 300 1,880 2315
Utilised in the year (80} - - (1.7G4} (1.784)
At 31 March 2006 430 36 300 176 942
Provisions have been analysed between current and non-current as follows:
2096 2005
£'000 £000
Currant 691 89
Non-current 251 342
942 411

20
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BUSINESS POST LTD

NOTES TO THE FINANCIAL STATEMENTS (Continued)

for the year ended 31 March 2008

Property leases

The provision for property leases relates to dilapidations on properties under ieases €xpiring within 1 and up to 13 years. The propertias have been inspected by the Business
Post Group Property Manager, and estimatés made for the anticipated dilapidation expenditure to be incurred prior to sub-letting, or reversion of the lease.

Vacant properties

The Company hoigs ieases over two vacant properties, both of which are an the market with a view to sub-letting. Provision is made for rental dunng the anticipated time that
these properties wili be on the market. In determining this provision, the cash flows have been discounted at the Company's pre-tax borrowing rate.

Claims

The provision for claims relates to £300,000 of legal actions from previpus franchisees (note 2)

Franchise-related costs

Franchise-related casts represent a provisian to cover the cost of converting undearperioming franchise sites to corporate sites.

Called up share capital

2006 2005
£000 £000
Authorised, issued, allotted and fully paid
1,000 Crdinary shares of £1 sach 1 b
Retained eamings
2006 2005
£'000 £000
At 1 April 186,697 16,315
Retained profit for the financial year 1,544 12.024
Employees' share option scheme: :
- value of employee services {538) 932
Tax on items taken directly to equity (869) 1,030
Dividends paid to shareholders (note 7) {14,922 (13804)
At 31 March 1,914 16,697
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NOTES TC THE FINANCIAL STATEMENTS (Continued)

for the year ended 31 March 2006

20 Cash flow from operating activities

21

The reconciliation of profit to cash generated from operations is as follows:

2008 2005
£'000 £700
Profit for the financial year 1,544 12,024
Taxation 1141 4,586
Interest payable 32 198
Interest receivable (40T) (409)
Exceptional items 4,520 3,200
Depreciation and amortisation 4,843 4177
Profit on disposal of property, plant and equipment 204 (23)
(Increase)/decrease in inventories (25) 8
Increase in trade and other receivables (4,965} (20,024}
Ingrease in trade and other payables 19,913 17.074
increase in provisions 531 42
Cash generated from operations 27,620 20,853
Financial instruments
Short term debtors and creditors
Short term debtors and credilors have Been excluded.
Interest rate risk profile of financial liabilities
The interest risk profile of the Company's financial liabilities at 31 March 2006 was:
2006 2005
Floating rate Floating rate
financial financial
Book value liabilities Book value liabilities
£000 | £:000 £'000 £'000
- 2,207 2,207

Bank overdraft -

All financial liabilities are sterling denominated.

All the Company's creditors falling due within one year {cther than bank and other barrewings) are excluded from the above table either due to the

exclusion of short term items or because they do not meet the definition of a financiat liability, such as tax balances.

Maturity profile of financial assets

The maturity profile of the carrying amaunt of the Company's non-current financial assets at the end of the year was as follows:

2008 2005

Floating Floating

rate rate

£000 £'000

Between one and two years 143 705
Between two and five years - 466
After five years - 376
143 1,547

Financial assets comprise foans fo franchises. Debtors due within one year are excluded from the above table as they are of a short lerm nature.

Maturity profile of financial Jiabilities

The maturity profile of the carrying amount of the Company's non-current financial liabilities at the end of the year was as follows:

22
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

for the year ended 31 March 2006

Between one and two years
Between twe and five years
After five years

2006 2005
Floating Floating
rate rate
£000 £'000
80 20
85 160
106 92
251 -7

Financial liabilities comprise provisions {ncte 17, Creditors due within one year are excluded from the abaove table as they are of a shert term nature.

Borrowing facilities

The Campany has undrawn borrowing facilities of £12m under a group arrangerment (2005 £10m). These facilities are in place until 31 March 2007,

Fair value of financial assets and liabilities

The following tabie provides a comparison by category of the carrying amounts and fair values of the Company’s financial assets and liabilities at 31
March 2006 and 2005. Fair value is the amount at which a financial instrument could be eéxchanged in an arm's length transaction between informed
and willing parties, other than a forced or liquidation sale and excludes accrued interest. Where available, market values have been used to
determine fair values. Where market values are not available, fair values have been calculated by discounting expected cash flows at prevailing
interest rates. Set out below is a summary of the methods and assumptions used for each category of financial instrument.

Primary financial instrument held or issued to finance
the Group's operations:

Short term borrowings

Cash at bank and in hangd

Interest earning long term debtors

2006 2005
Book value Fair value Book value Fair value
£'000 £'000 £000 £:000
- - (2,207) (2.207)
1,435 1,435 - -
143 143 1,547 1,547

Financial instruments held for trading purposes
The Company does not trade in financial instruments.

Currency analysis of monetary net assets

The only monetary assets or liabilities that are denominated in a foreign currency are euro bank account balances of £537 000 (2005; £573,000)

Operating lease commitments - minimum lease payments

Commitments under non-cancellable operating
leases expiring:

Within one year

Later than cne year and less than five years

After five years

At 31 March

2006 2005

Land and Vehicles, plant Vehicles, plant
buildings and equipment  Land and buildings and equipment
£'000 £:000 £'000 £'000
3,129 5,780 2.261 £,498
8,691 8473 8,261 8177
5,643 - 4,335 -
17,463 14,253 12,857 11,675

The Company leases various properties under non-cancellable operating lease agreements. The leases have various terms, escalation clauses and
renewal rights. The Company also leases vehicles and office eguipment under non-canceliable cperating lease agreements.

The: tota! of fulure minimum sub-lease payments to be received under non-cancellable sub-leases at the balance sheet date was :

Total minimum sub-lease payments receivable

2006 2005
£000 £1000
1,812 2,032
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BUSINESS POST LTD

NOTES TO THE FINANCIAL STATEMENTS (Continued)

for the year ended 31 March 2006

Contingent liabilities

The Company acts as guarantor for an £8m (2005: £9m) sterling term loan held by the ultimate parent company, Business Post
Group plc, cetails of which are shown in the annual report of that company.

In addition the Company, together with fellow subsidiaries of Business Post Group ple, acts as a2 guarantor under a £12m group
borrowing facility (2005:£10m).

Capital and other financial commitments

2006 2005
£000 £000
Contracts placed for future capital expenditure not provided in the financiai statements 237 3894

Analysis of net cash

At 1 April At 1 April At 31 March
2004 Cash Flow 2005 Cash Flow 2006
£'000 £'000 £'000 £'000 £'000

Cash at bank and in tand 1,618 (1,6818) - 1,435 1,435

Bank overdrafts - (2,207) {2,207) 2,207 -

Net cash 1618 (3,625) {2,207) 3,642 1,435

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

Inlercompany balances arise from recharges of costs from and to other group companies. Year end balances arising from these
recharges are as follows:

2006 2005
£ £
Receivables from related parties
Parent undertaking - -
Feltow group undertakings 20,130 15,058
Payables to related parties
Parent undertaking {58,128) {42,544)
Fellow group undertakings {8,003) (6,604)

Ultimate parent undertaking and controlling party

Business Post Group plc, a company incorporated in England, is the immediate and ultimate parent undertaking and the ultirmate
controlling party.

P Kane, a director of the Company and of the parent undenaking, together with members of his close family and certain family
trusts, the beneficiaries of which are persons connected with P Kane, control directly and indirectly 45.9% of the issued share
capital of the parent undertaking. In addition, kis 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 accounts are prepared
is Business Post Group plc.

Copies of the financial statements can be pubiicly obtained from the registered office at Express House, 464 Berkshire Avenue,
Slough, Berkshire, SL1 4PL.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

for the year ended 31 March 2006

28 Transition to IFRS

The Company adopted IFRS on 1 April 2004, with the exception of |AS 32 and IAS 39 which were adopted on 1 April 2005, This

noie sets out the impact of IFRS on the Financial Statements.

Income Statement

Revenue

Cost of sales

Grass profit

Administrative expenses

Operating profit before exceptional item
Exceptiona! administrative expenses
Cperating profit

Net interest receivable

Profit before taxation

Tax on profit on ordinary activities
Profit for the period

25

Transition
Notes

12

Year ended 31 March 2005

Effect of

transition to
UK GAAP IFRS IFRS
£:000 £'000 £'000
195,684 - 195,684
{151,648) (64) (151,712)
44,036 (64) 43,972
(26,623) (950) {27,573)
20,613 - 20,613
(3,200) - {3,200)
17,413 {1,014) 16,399
211 - 211
17,624 {1,014) 16,610
(4,875) 289 (4,586)
12,749 (725) 12,024
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

for the year ended 31 March 2006

Balance Sheet

Assets

Non-current assets

intangible assets

Investment properties
Propertty, plant and equipment
Trade and other receivables
Deferred tax assets

Current assets
Inventories
Trade and other receivables

Liabilities

Current liabilities
Borrowings

Tragle and other payables
Current tax liabilities
Provisions

Net current assets
Non-current liabilities
Deferred tax liabilities
Provisions

Net assets
Shareholders’ equity

Share capital
Retained earnings

At 31 March 2005

Effect of

transition
Transition UK GAAP o IFRS IFRS
notes £'000 £'000 £'000
4 - 435 435
5 - 1,142 1,142
45 33,858 (1,577) 32,281
8 - 1,847 1,547
- 1,836 1,836
33,858 3,383 37,241
7 - 142 142
6.7 52,824 (1,689) 51,235
52,924 {1,547) 51,377
(2,207) - (2,207)
1.8 (81,312) 14,368 (66,944)
3 {1,052} 166 (8886)
9 - (69) (69}
(84,571) 14,465 {70,108)
(31,647) 12,918 (18,729)
3 (1.472) - {1,472}
9 . (411) 69 {342}
(1,883) 69 (1.814)
328 16,370 16,698
1 - 1
1,3.8 327 16,370 16,697
328 16,370 16,698
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

for the year ended 31 March 2006

Balance Sheet at 1 April 2004
(Date of transition to IFRS)

Assets

Non-current assets

intangible assets

Investment properties
Properly, plant and equipment
Trade and other receivables
Deferred tax assets

Current assets

Inventories

Trade and other receivables
Cash and cash equivalents

Liabilities

Current liabilities

Trade and other payables
Current tax liabilities
Provisions

Net current assets
Nan-current liabilities
Deferred tax liabilities
Provisions

Net assets
Shareholders' equity

Share capital
Retained earnings

Transition
notes

o A

45

a7

1.8

w

27

At 1 April 2004

Effect of
transition

UK GAAP to IFRS IFRS

£000 £000 £000

- 454 454

- 1,175 1,175

31,723 {1,628} 30,094

- 4800 4,800

- 541 541

31,723 5341 37,064

- 150 150

36,108 {4,950) 31,158

1618 - 1,618

37,726 {4,800) 32,826

(83,002) 13,132 {49.870)

(2,312} 142 (2,170}

- (99} 89)

(65,314} 13,175 (52,139)

(27 ,588] 8,375 {19,213)

(1,285) - (1,265)

{369) 9g (270)

(1,834 a9 _ {1,535)

2,501 13,815 16,316

1 - 1

2,500 13,815 16,315

2,501 13,815 16,316
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

for the year ended 31 March 2006

Transition notes

Holiday Pay

Under UK reporting, the Company did not account for holiday pay accruals unless legally obliged to make cash settlement. Under
IFRS, I1AS 1¢ explicitly requires that the Company make an appropriate provision for the cost of holiday entilements not taken at the
balance sheet date. The impact of applying this change is a £472,000 reduction in net assets at 1 Apri! 2004 and £554,000 at 31
March 2005.

Share-based payments

UK GAAP required that there was no charge to the income statement for share options where the exercise price was equat to the
market price at the grant date, or for employee sharesave schemes. In accordance with IFRS 2 'Share-based Payments’, all
share-based payments, including share option costs are recognised as an expense over the vesting period.

For the year ended 31 March 2005, application of IFRS 2 results in a pre-tax charge to the income statement of £933,000.

Taxation

The taxation creditor has been restated for the IFRS adjustment in respect of holiday pay. This has resulted in an increase in net
assets of £205,000 at 1 April 2004 and £166,000 at 31 March 2005.

Additionally, the accounting for share-based payments as required under IFRS has resulted in the recognition of a deferred tax
asset of £541,000 at 1 April 2004, and £1,836,000 at 31 March 2005

Intangible assets

Under UK GAAP, capitalised computer software was includeg within property, plant and equipment. In accordance with IFRS,
capitatised software not integral to plant and equipment is classified as an intangible asset. The net book value of computer
software reclassified as intangible assets was £454,000 at 1 April 2004 and £435,000 at 31 March 2005.

Investment properties

IFRS significantly widens the definition of investment properties. Investment properties previously disclosed within property, plant
and equipment has now been separately reclassified. The net book value of investment properties reclassified was £1,175,000 at
1 April 2004 and £1,142,000 at 31 March 2005.

Trade and other receivables

Under UK GAAP, debtors due in excess of one year was detailed in the notes to the accounts whereas IFRS requires that current
and non-current assets are separately presented con the face of the balance sheet.

28




7

BUSINESS POST LTD

NOTES TO THE FINANCIAL STATEMENTS (Continued)

for the year ended 31 March 2008

Inventories

Inventories previcusly disclosed within other debtors and prepayments have been reclassified. This resulied in £150,000 heing
reclassified at 1 April 2004 and £141,602 at 31 March 2005.

Dividends

IFRS requires dividends to be recognised within equity in the period in which they are approved. Under UK GAAP, dividends were
recognised within the income statement in the period in which they were dedlared. The impact of applying this change is a
£13,604,000 increase in net assets at 1 April 2004 and £14,922 000 at 31 March 2005.

Provisions

Under UK GAAP, Company provisions were not disclosed according to their expected usage date. IFRS requires that provisions
should he classified into current liabilittes and non-current liabilities. As a result, £99,000 of provisicns have been reclassified as
current liabilities in the bajance sheet as at 1 April 2004 and £69 000 at 31 March 2005.

Key cash flow statement adjustments

Under UK GAAP, the Company did not publish a cash flow statement as permitted under Financial Reporting Standard No. 1
(1996}, as it is a wholly owned subsidiary of a parent company whose financial statements are publicly available. No such
exempticn is available under IFRS.

There has been no restatement of cash and cash equivalents as a result of implementing IFRS.
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