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Banner Business Services Limited

Directors’ Report for the year ended 31 December 2012

The Directors present theur report and the audited financial statements of the Company for the year
ended 31 December 2012

Prncipal activities and results

The Company’s principal acuvity 1s managed procurement services, being the provision of long
term contract management and procurement of office and business products for large, mud market
and public sector customers

The loss for the year amounted to £318,000 {2011. £939,000) with revenue of £114,756,000 (2011
£113,113,000).

Business review

The office2office plc group’s (“the Group”) strategy, objectives and likely future developments in
the business are reviewed m the Chairman’s Statement and in the Chref Executve’s Review 1n the
Annual Report and Accounts of office2office ple, which do not form part of thus report.

Future outlook

The Directors are confident that cost saving wutatives, together with sales growth, will result n
future profus.

Dividends
No dividend was paid in the year (2011; £ml).

Principal risks and uncertainties

The Durectors consider that the principal nsks (including financial nsks) and uncertainties are
ntegrated with the pnincipal rsks of the Group and are not managed separately. The principal nsks
and uncertainties of the Group, which include those of the Company, are discussed within the
Business and Financial Review in the Annual Report and Accounts of office2office ple which does
not form part of this report

Key performance indicators (“KPIs”)

The Group’s operations are managed on a consolidated basis. For this reason, the Company’s
Durectors believe that analysis using key performance indicators for the Company 15 not necessary
or appropriate for an understanding of the development, performance or position of the business
of the Company. The development, performance and position of the office2office pk group, which
wncludes the Company, 1s discussed within the Business and Financial Review in the Annual Report
and Accounts of office2office plc which does not form part of thus report

Directors

The following Directors held office during the year and up to the date of sigung the financial

starements -

M. ]. Goddard
S. R Moate
R. Costin




Banner Business Services Limited

Directors’ Report for the year ended 31 December 2012 (continued)

Directors’ thied party indemnity provision

A quabfying third-party indemnity provision as defined in s 234 of the Compares Act 2006 15 n
force for the benefit of each of the Directors 1n respect of Labiliues incurred as a result of their
office, to the extent permutted by law. In respect of those Labilimes for which Directors may not be
indemmnified, the Company maintained a Directors’ and officers’ lability insurance policy
throughour the financial year.

Donations
No donations were made to any chantable or political organisation in the year (2011 £ml).

Employee imvolvement

The Company has a policy of providing employees with information through corporate newsletters
and regular meeungs, which are held between management and employees to allow a free flow of
information and ideas.

The Company operates a variety of schemes to allow employees to participate directly in the
success of the business.

Equal opportunities

The Company s fully commutted to a policy that provides all employees urespective of background
or disability, with equality of opportunity for employment, tramng, career development and
selection on the basss of ability, quabfications and surability for the job  Directors, managers and
employees are required to promote equality of opporturuty and to take full account of the policy in
ther day-to-day work. The aim 15 to recrurt the best staff in the industry and the Company 1s
commurted to the pnnciple of maximising every employee’s potenual.  In selecting, traning and
promoting staff, the Company has to take account of the physically demanding nature of much of
its work. Employees who become disabled will be retaned and re-trained, where possible

Creditor payment policy
It 15 the Company’s policy to negouate, with each of ns pnncipal supplers, terms of trade
appropnate to the business and to operate within those terms of payment once agreed.

Environmental policy

The Company ensures that, in satusfying s customers’ requirements, both the goods and services
supplied and s own housekeeping comply with legislanon and best pracuce. The Company
conunually reviews 1ts environmental performance across the business The Group’s corporate
soctal responsibility approach 15 set out wathun the Corporate Social Responsibility Statement in the
Annual Report and Accounts of office2office plc, which does not form par of this report

Statement of Directors® responsibilities

The Directors are responsible for prepanng the Directors’ Report and the financial statements 1n
accordance with applicable law and regulanions

Company law requures the Directors to prepare fnancial statements for each financial year. Under
that law the Directors have prepared the financial statememnts n accordance with International
Financial Reporting Standards (IFRSs) as adopted by the European Union. Under company law the
Directors must not approve the financial statements unless they are sansfied that they give a true
and fair view of the state of affars of the Company and of the profit or loss of the Company for
that penod.




Banner Business Services Limited

Directors’ Report for the year ended 31 December 2012 (continued)

Statement of Directors’ responsibilities (continued)

In prepaning these financial statements the Directors are required to-

select sutable accounting policies and then apply them consistently;
make judgements and accounting estimnates that are reasonable and prudent,

state whether applicable International Financial Reporting Standards (IFRSs) as adopted by the
European Union have been followed, subject to any matenal departures disclosed and
explamned in the financial statements, and

prepare the financial statements on the gomng concern basss, unless 1t 15 mapproprate to
presume that the Company will continue in business

The Durectors are responsible for keeping adequate accounung records that are sufficient to show
and explan the Company’s transactions and disclose, with reasonable accuracy at any tme, the
financial position of the Company and to enable them to ensure that the financial starements
comply with the Companues Act 2006 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 uregularues.

In accordance with 5.418 of the Compames Act 2006, in the case of each Director in office at the
date the Directors’ Report it 1s approved:

So far as each Director 1s aware, there 15 no relevant audn information of which the
Company’s auditors are unaware; and
they have taken all the steps that they ought to have taken as Directors n order to make
themselves aware of any relevant audit information and to establsh that the Company’s
auditors are aware of that informauon.

By order of the Board

M ]. Goddard
Director

24 September 2013




Banner Business Services Limited

Independent Auditors’ Report to the Members of Banner Business
Services Limited

We have audited the financial statements of Banner Business Services Limred for the year ended
31 December 2012 which comprise the statement of comprehensive income, the balance sheet,
the statement of changes in equity, the statement of cash flows, the sigmificant accounung policies
and the related notes The financial reporting framework thar has been appled i their
preparation 1s applicable law and International Financial Reportng Standards (IFRSs) as adopted
by the European Union

Respective responsibilities of directors and auditors

As explaned more fully in the Statement of Directors’ Responsibilities set out on pages 3 and 4,
the Directors are responsible for the preparation of the financial statements and for being
satisfied that they give a true and fair view. Qur responsibility 1s to audit and express an opimon
on the financial statements in accordance with applicable law and International Standards on
Audrting (UK and Ireland). Those standards require us to comply with the Audming Pracuces
Board’s Ethical Standards for Audrors

This report, including the opinions, has been prepared for and only for the Company's members
as a body 1n accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other
purpose We do not, in giving these opiuons, accept or assume responsibility for any other
purpose or to any other person to whom this report 15 shown or into whose hands 1t may come
save where expressly agreed by our pnior consent in wriing,

Scope of the audit of the financial statements

An audit involves obtaning evidence about the amounts and disclosures 1n the fmnancial
statements sufficient 1o give reasonable assurance that the fiancial statements are free from
material musstatement, whether caused by fraud or error. This includes an assessment of: whether
the accounting policies are appropnate to the Company’s circumstances and have been
consistently applied and adequately disclosed, the reasonableness of sigmficant accounung
esumates made by the Directors; and the overall presentation of the financial statements In
addrtion, we read all the financial and non-financial information 1n the Annual Report to idenufy
material inconsistencies with the audied financial statements If we become aware of any
apparent material musstatements or inconsistencies we consider the imphcations for our report.

Opinton on financtal statements

In our opinion the financial staterments:

o give atrue and far view of the state of the Company’s affaurs as at 31 December 2012 and of
its loss and cash flows for the year then ended,

¢ have been properly prepared in accordance with IFRSs as adopted by the European Union,
and

¢  have been prepared mn accordance with the requirements of the Comparues Act 2006.
Opinton on other matter prescribed by the Companies Act 2006

In our opion the nformation given in the Directors’ Report for the financial year for which the
financial statements are prepared 15 consistent with the financial statements.




Banner Business Services Limited

Independent Auditors’ Report to the Members of Banner Business
Services Limited (continued)

Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matters where the Companies Act 2006
requures us to report to you if, m our opinion:

adequate accounting records have not been kept, or returns adequate for our audn have not
been recerved from branches not visited by us; or

the financial statements are not in agreement with the accounting records and returns, or
certain disclosures of Directors’ remuneration specified by law are not made; or

we have not recerved all the information and explanations we requure for our audit

Craig Douglas (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chanered Accountants and Statutory Audrors
Norwich

25 September 2013




Banner Business Services Limited

Statement of Comprehensive Income
for the year ended 31 December 2012

2012 2011
Note £000 £000
Revenue 114,756 113,113
Cost of sales 3 (82,302) (81,314)
Gross profit 32,454 31,799
Distribution costs 3 (15,919) (15,702)
Adrmnistrauve expenses (including central costs) 3 (15,638) (15,951)
Operating profut 897 146
Finance costs 7 (946) (669)
Loss before income tax (49) (523)
Analysed as
Underlying profit before income tax* 961 861
Share option expense 23 (515) (417
Non-recurnng costs 4 (495) {967)
Loss before income tax 49 (523)
Income tax expense 8 (269) (416)
Loss and total comprehensive income for the year
attributable to owners of the Company (318) (939)

* Profit before 1ncome tax, non-recurring cosis and share aption expense

All amounts relate to contimung operations




Banner Business Services Limited

Balance Sheet
as at 31 December 2012

2012 2011
Note £000 £000
Assets
Non-current assets
Intangible assets 11 11,745 11,616
Property, plant and equipment 10 746 1,841
Deferred income tax asset 12 402 616
Retrement benefit asset 21 490 105
13,383 14,178
Current assets
Inventones 13 8,250 7,991
Trade and other recervables 14 55,036 50,371
Current income tax asset 19 129 38
Cash and cash equivalents 15 970 145
64,385 58,545
Total assets 77,768 72,723
Equity
Capital and reserves attributable to
owners of the Company
Ordinary shares 22 5,000 5,000
Retained earnings 11,386 11,202
Total equity 16,386 16,202
Non-current hiabilities
Borrowings 17 94 143
Provisions 20 495 917
589 1,060
Curtent hiabilities
Borro 17 14,560 7,474
Trade and other payables 16 46,233 47,987
60,793 55,461
Total liabilities 61,382 56,521
Total equity and liabilities 77,768 72,723

"The financial statements compnsing the statement of comprehensive income, the balance sheet, the statement of changes n
equuty, the statement of cash flows, the sigruficant accounting policies and the notes to the financial statements were approved

for ssue by the Board of Directors on 24 Seprember 2013

Ut L

M.] Goddard
Durector

Registered number 03658750




Banner Business Services Limited

Statement of Changes in Equity
for the year ended 31 December 2012

Ordinary Retained Total
shares earmngs equity
Note £000 £000 £000
Balance at 1 January 2011 5,000 11,788 16,788
Loss for the year - (939) (939)
Total comprehensive loss for the year
ended 31 December 2011 - (939) (939)
Employee share options:
- value of employee services 23 - 351 351
- deferred tax on share options 8 - 2 2
) (89
Balance at 31 December 2011 5,000 11,202 16,202
Ordinary Retamned Total
shares earnings equity
Note £000 £000 £000
Balance at 1 January 2012 5,000 11,202 16,202
Loss for the year - (318) (318)
Total comprehensive loss for the year ended
31 December 2012 - (318) (318)
Employee share options:
- value of employee services 23 - 450 450
- deferred tax on share options 8 - 52 52
- 184 184
Balance at 31 December 2012 5,000 11,386 16,386




Banner Business Services Limited

Statement of Cash Flows
for the year ended 31 December 2012

2012 2011
Note £000 £000
Cash flows from operating activities
Cash (used i)/ generated from operations 24 (5,848) 7725
Interest pad (946) (669)
Income tax pad (94) (322)
Net cash (used 1n)/ eenerated from operations (6.888) 6734
Cash flows from investing activities
Purchase of propenty, plant and equipment (307) (701
Caprtalised software (129) -
Proceeds from disposal of property, plant and equipment 1,112 -
Net cash generated from/(used in) invesung activiues 676 (701
Cash flows from financing activities
Finance lease pnincipal payments (62) (241)
Net cash used in financing activities (62) (241)
Net (decrease)/increase in cash and cash equivalents (6,274) 5,792
Cash and cash equivalents at 1 January (2,949) (8,741)
Cash, cash equivalents and bank overdrafts at 31 December 15 (9,223) {2,949)
Net debt at 31 December comprises:
Cash, cash equivalents and bank overdrafts (9,223) {2,949)
Finance leases (161) (223)
Loan from ulumate parent company (4,300) {4,300)
Net debt at 31 December (13,684) {7,472)




Banner Business Services Limited

Significant Accounting Policies
for the year ended 31 December 2012

General information

Banner Busmess Services Limnted (“the Company”) provides managed procurement services

The Company 15 a lumted company and 1s incorporated and domuciled in the UK The address of its registered office 15 Samr Crspins
House, Duke Street, Norwich, Norfolk, NR3 1PD

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

Basis of preparation

The financial statements of Banner Busmness Services Ltd have been prepared on a gomng concern basis in accordance with
International Financial Reporting Standards as adopted by the European Umon (IFRSs as adopted by the EU), IFRIC imerpretations
and the Comparues Act 2006 applicable to companes reporung under IFRS The financial statemenmts have been prepared under the
hustonical cost convention

The preparauon of financial statements m conformuty with [FRS requures the use of ceran crtical accountung estumates Tt also
requires management to exercise 1ts judgement m the process of applying the Company’s accounung policies The areas mvolving a
higher degree of judgement or complexity, or areas where assumptions and esumates are sigmficam to the financial statements are
disclosed n note 2

Recent accounting developments
Standards, amendments and mnterpretations effective for the first ume in the year ended 31 December 2012

There are no TFRSs or [FRIC wmterpretauons that are effective for the first ume for the financral year beginning on or after 1 January
2012 that would be expected to have a matenal impact on the Company

The following amendments to exisung standards and interpretations were zlso effecuve for the current year, but the
adoption of these amendments to existng standards and interpretations did not have a matenal ympact on the Company

¢ Amendment to IFRS 1 on hypennflation and fixed dates
»  Amendment o IFRS 7, Financial instruments Disclosures’
e  Amendment 1o [AS 12, Tncome taxes' on deferred tax

Standards, amendments and interpretations that are not yet effective and have not been early adopted

Amendment to 1AS 1, Financial Statement Presentation’
Amendment to IAS 19, ‘Employee benefns’

Amendment to IAS 32, ‘Financial instruments Presentation’
IAS 27 (revised 2011), “Seperate financial statements’

IFRS 9, Financral instruments’

IFRS 10, ‘Consoldated financial statements”

IFRS 12, Disclosures of interests 1n other entiues’

IFRS 13, ‘Farr value measurement’

*« ¢ & B

Standards, amendments and interpretations that are not yet effective and not currently relevant to the Company

e IAS 28 (revised 2011), ‘Associates and joint ventures’
e Amendment to [FRS 1, Furst ume adopuon’
IFRS 11, Jounr arrangements’

11




Banner Business Services Limited

Significant Accounting Policies
for the year ended 31 December 2012 (continued)

Revenue

Revenue compnises the far value of sales to external customers, exclusive of VAT Revenue is stated after deducung rebates, retumns
and other sumular discounts  Revenue 15 recogmsed when the significant nsks and rewards of ownershup are transferred to a customer,
whuch occurs on delvery of goods

Segment reporting

A business segment 1s a group of assets and operations engaged n providing products or services that are subject to nsks and returns
that are different from those of other busmess segments A geographical segment 15 engaged 1n providing products or services within
a particular economuc environment that are subject 1o nsks and returns that are different from those operating 1n other economuc
environments

Based on nsks and returns the Directors consider that the pnmary reporting format 15 by business segment The Durectors consider
that there 15 only one business segment, being managed procurement services Therefore the disclosures for the pnmary segment
have already been given in the financial statements  The Company operates m the Umted Kingdom only and all revenues by
destination are antnibutable to the United Kingdom.

Foreign currency translation

The financial informauon n thus report 15 presented in Sterling, the funcuonal and presentavonal currency of the Company, rounded
to the nearest thousand.

Transactions denormunated m foreign currencies are translated into Sterling (the functional currency of the Company) at the rate of
exchange rubng at the date of transaction. All realised foreign exchange differences are taken to the income statement Monetary
assets and habilities denomunated 1n foreign currencies are translated imo Sterling at the rates of exchange ruling at the balance sheet
date and are recogmsed as a separate component of equity

Non- recurring COSts

Non-recurnng costs are those siguficant ems which are separately disclosed by virtue of their size or incidence to enable a full
understanding of the Company’s financial performance Transactions which may give nse to non-recurmng costs are principally
restructunng related and busmess start-up costs, costs mn respect of key management changes, transacuon costs incurred 1n respect of
business combimations and costs associated with the closure of employee pension schemes

Business combinations and goodwill

Goodwill acqured up to 31 December 2003 was capralised and amorused over is useful economic bfe As permitted by IFRS,
Fistume Adopuon of International Financial Reportng Standards', the classficanon and accounting treatment of busmess
combunations made pnor to 1 January 2004 has not been amended on transmion vo IFRS

Other intangible assets

Costs assocuated with mamtaining software are expensed as incurred. Development costs controlled internally and durectly annburable
to the design and testng of 1dentfiable software are recogrused as mtangible assets when there 15 an abily and intention to use or sell
the software product, completion of the software 15 reasonably certain and the expenditure artnbutable to the sofrware during s
development can be relubly measured. Drrectly attnbutable costs, that are capralised as part of the software product mclude the
software development employee costs and an appropnate portion of relevant overheads

Onher development expendiures that do not meet these criterta are recogmsed as an expense as mcurred. Development costs
previously recogrused as an expense are not recogrused as an asset m a subsequent period.

Purchased sofrware 15 recogmsed as an mtangible asset at the fair value of the consideration pad to acqure 1t less provisions for
amorusaton and impaiment

Software 15 amortsed on a straight Line basis over ns useful economuc ife of 3-5 years

The amorusation charge m respect of software 1s recogmused within administrative expenses

12




Banner Business Services Limited

Significant Accounting Policies
for the year ended 31 December 2012 (continued)

Impairment of assets

Assets thar have an indefinte useful bfe, for example goodwall, are not subject to amorusation and are tested annually for impaument
Assets that are subject to amorusauon are reviewed for umpairment whenever events or changes m curcumstances mdicate that the
carmying amount may not be recoverable An mparment loss 15 recognised for the amount by whuch the asset’s carrying amount
exceeds 1s recoverable amount The recoverable amount 15 the higher of an assets fawr value less costs to sell and value in use For the
purposes of assessing impairment, assets are grouped at the lowest levels for whuch there are separately idenufable cash flows (cash-
generaung unis)

Impaurment losses recogrused n respect of goodwill are not subsequently reversed.
Property, plant and equipment

Property, plant and equpment 15 stated at histoncal cost less accumulated depreciation and any accumnulated imparment losses
Histonical costs include expenditure that is directly attriburable to the acquisition of the tems The assets’ residual values and useful
lrves are reviewed annually for impaurment, and adjusted as appropriate

Subsequent costs are included 1n the asset’s carmying amount or recogrused as a separate asset, as appropriate, only when 1t 1s probable
that future economuc benefits associated with the tem will flow to the Company and the cost of the tem can be measured relably

The camyng amount of the replaced part 15 derecogrused AH other repars and mantenance are charged to the mcome statemem
dunng the financial penod in which they are incurred

Gams and losses on disposal are determined by companng the proceeds with the carrying amount and are recogrused n the mcome
statement

Depreciation commences 1n the month that the assets are fully installed and commussioned and 1s provided on a straght line basis ar
rates calculated 1o write off the cost, less esumated residual value, of each asset over its expected useful Lfe, as follows

Short leasehold land and buildings - over the lease term
Plant and machinery - over 4 to 15 years
Office equipment - over 3 to 10 years

Leased assets

Assets held under finance leases, as defined under IAS 17, Leases’, are capuahsed and included as part of property, plant and
equpment They are depreciated over their useful lives or the lease term (if shorter) The capial elements of future obligatons under
finance leases are ncluded as habilities 1n the balance sheet The interest element of the rental obligations 1s charged to the income
staternent over the penod of the lease and represents a constant proporuon of the balance of capital repayments curstanding

Leases n which a significant proportion of the nsks and rewards of ownership are retamed by the lessor are classified as operatng
leases Rentals payable under operating leases are charged to the income staternent on a straight-line basis over the term of the lease

Benefits recetved and recervable as an incentive to enter a lease are spread evenly over the lease term.
Inventoties

Inventonies compnse of fiushed goods and goods held for resale and are stated at the lower of cost or net realisable value Cost
mcludes all expendiure directly awnbutable 1o bringing each product o s present location and conditon on a first m first ow
method, Net realisable value 15 based on esumated selling price less further costs expected to be incurred to completion and disposal

Cash and cash equivalents

Cash and cash equivalents shown on the balance sheet compnse cash balances and deposits with banlss that have a matunty of three
months or less from the date of mception,

Bank overdrafts are shown withun borrowings and loans in current babilimes on the balance sheet, but are ncluded as a component of
cash and cash equvalents for the purposes of the cash flow statement as they form an mtegral part of the Company’s cash

management.

Bank overdrafts mclude cash book overdrafts and confidential invoice discounting arrangements whereby the amount borrowed 15
himited to a proportion of the trade recervables

13




Banner Business Services Limited

Significant Accounting Policies
for the year ended 31 December 2012 (continued)

Provisions

The Company makes provision for hubiliies when it has a legal or constructive obligation ansing from a past event, 1t 15 probable that
an outflow of resources will be required to settle the obligation, and the amount can be reliably esumated Provisions are not
discounted on the basis of matenalry

Retirement benefit costs

The Company operates both defined benefrt and defined contnbution pension plans

The Company 15 the contrbuting employer to a defined benefit pension scheme for former employees of Her Majesty's Stauonery
Office, which requires contnbutions to be made 1o a separately admmustered fund. The scheme has 162 members and 15 closed to
new members  The scheme 15 admunistered by trustee Directors of Banner Business Supplies (Pensions) Ltd, which 15 a wholly owned
subsichary of officeZoffice (UK} ple, the parent Company

The net surplus or defict of the defined benefit pension scheme 15 calculated 1n accordance with IAS 19, ‘Employee Benefus’, based
on the fair value of the plan assets less the present value of the defined benefrt obligaton at the balance sheet date

The defined benefrt obhgauon 15 calculated annually by mdependent actuanes using the projected uni credit method. The present
value of defined benefi obligauons 15 determuned by discounting the estimated future cash outflows using interest rates of high-
quality corporate bonds that are derermuned n the cumency i which the benefirs will be pad, and have terms to maturty
approxunating to the terms of the related pension labily

The Company has, in respect of IAS 19 and IFRS 1, adopted the comdor approach to account for ns pension scheme labibry  As a
result, all cumulauve actuanal gamns and losses at the date of transiion to IFRS (1 January 2004) have been taken directly 1o reserves
In respect of actuanal gans and losses that arise subsequent wo thar dare, to the extent thar, cumulatvely, they exceed 10 per cent of
the greater of the present value of the defined benefu obligauon and the fair value of the plan assets, that portion is recognised 1n the
mncome statement over the expecied average remauning workang hives of the employees participating in the plan from the accounting
penod followang the year of exceeding the corndor Otherwase, the accumulated actuanal gans and losses are not recogmsed, With
effect from 1 January 2013, modificauons to IAS19 wall no longer permut the use of the cormdor approach, after which the full
provisien will be required for actuanal habilines

Where the actuaral valuation of the scheme demonstrates that the scheme 15 in surplus, the recogmused asset 5 hmrted o that for
whuch the Company can benefit m future, for example, by refunds or a reduction in contnbutions

The cost charged to admunustratve expenses in the income statement consists of current service cost, mnterest cost, expected return on
P pe

plan assets, past service cost and the impact of any settlements or curtadments, as well as actuaral gans or losses 1o the extent that

they are recogrused.

A valuauon 15 performed annually by an independent actuary Further detals m respect of the assumptions used in providing the
valuation are included m note 21 to the financial statemens

Since 30 September 1996, all new employees have been eligible to jon the Company’s personal pension scheme, which 15 a defmed

contbution scheme Contnbunions to defined comnbunion arrangements are charged to the income statement n the penod 1 wiuch
they fall due

14




Banner Business Services Limited

Significant Accounting Policies
for the year ended 31 December 2012 (continued)

Share-based compensation

The office2office Group ple (“The Group”), of which the Company 15 a subsidiary, operates a number of share based compensation
schemes mcluding a SAYE scheme whuch s open to all employees

The farr value of the employee services recerved 1n exchange for the grant of options over the shares of office2office Group ple
{approxumated by reference to the fair value of the opuon granted) s recogrused as an expense The far value of the opuon
measured at grant date and spread over the vesting penod (whuch ts the penod over which all of the specified vesting condrtions are to
be sausfied) through the income statement with a corresponding increase 1n equity ( other reserves) The fair value of the share
opuons and awards are measured using an option-pncing model takang into account the terms and conditons of the individual
schemnes The far value of options awarded under schemes with market based performance condmions 15 estunated using a Monte-
Carlo model. The fair value of options awarded under schemes with non-market based performance condions 15 esumated using a
Black-Scholes model

The Company makes charges to the mcome statement for any potenual employer’s nauonal nsurance hability on opuons granted,
based on the Company’s best esumate of the fair value of the opuons granted at the balance sheet date and spread over the vestung
penod of the option.

At each balance sheet date, the Company revises its estmate of the number of options that are going 10 vest The Company
recogruses the impact of any revision to ongnal estumates, if any, in the income statement, with a corresponding adjustment to equury
(other reserves)

Current and deferred income tax

The tax charge for the penod compnses both current and deferred tax. Tax 15 recogrused 1n the income statement except to the
extent that & relates to rems recogmsed directly in equity, in which case 1t 1s recogmsed n equiry

Current tax 15 the expected tax payable on the taxable ncome for the penod and any adjustment to tax payable in respect of previous
penods, and 15 calculated on the basis of tax rates (and laws) that have been enacted or substanuvely enacted by the balance sheet
date

Deferred tax 1s provided in full using the balance sheet hability method on temporary differences between the tax bases of assets and
Labilities and thewr carrying value for accounting purposes

Deferred tax 15 determined on a nonr-discounted basis using tax rates (and laws) that have been enacted or substanually enacted by the
balance sheet date and are expected to apply when the related deferred tax asset 15 realised or deferred tax habiliry 15 sertled.

Where the mtrinsic value of a share opuon exceeds the fair value, the corresponding deferred tax on the excess 15 recogmsed drrectly
n equity

A deferred tax asset 1s recogused only to the extent that &t 15 probable that sufficient taxable profu will be avatlable to unhse the
temporary difference
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Banner Business Services Limited

Significant Accounting Policies
for the year ended 31 December 2012 (continued)

Financial assets and habihties

Financial assets and financal habilities are recogmsed on the Company’s balance sheet when the Company becomes a party to the
contractual provisions of the instrument

The Company classifies 1ts financial assets and habilmes in the following categones at fair value through profit and loss, loans and
recetvables, and other financial assets The classificaton depends on the purpose for which the financial assets or habilmes were
acqured Management deterrmunes the classification of ns financial assets at 1nmal recognumon

T'rade recervables Trade receivables are recogmsed inmally at fair value, less provision for impairment A provision for impairment of
trade recewvables 15 established when there 15 objecuve evidence that the Company will not be able to collect all amounts due
according to the ongmal terms of the recervables Significant financial difficulues of the debror, probabiliry that the debtor wall enter
bankruptey or financnl reorgarsanon and default or debnquency in payments (more than 60 days overdue) are considered indcators
that the trade recervable 15 imparred. The amount of the provision s the difference between the asset’s carrying amount and the
presertt value of esumated future cash flows The carryng amount of the asset 15 reduced through the use of an allowance accourt
and the amount of the loss 15 recogmused n the ncome statement withun cost of sales When a trade recevable 15 uncollectable, 15
wntten off aganst the allowance account for trade recervables Subsequent recovenes of amounts previously wrtten off are credmed
aganst cost of sales in the income statement

Borrowings Borrowings are recogmsed mtially at fair value Borrowings are subsequently stated at amortised cost, any difference
between the proceeds (net of transaction costs) and the redempuion value 1s recogrused 1n the income statement over the penod of the
borrowings using the effecuve uxerest method.

Borrowngs are classified as current liabilmes unless the Company has an uncondmonal nght 1o defer settlement of the habilny for at
least 12 months after the balance sheet date

Trade payables Trade payables are not unterest beanng and are recogmsed mmally at far value and subsequently measured at
amorused cost

Equty instruments Equity instruments 1ssued by the Company are recorded at the proceeds recerved, net of direct issue costs

Dividends

Distrbutions to owners are disclosed as a component of the movement 1 shareholders’ equity A labiny 15 recorded for a final
dividend when the drvidend 15 approved by the Company’s shareholders Intenim dividends are recognised n the penod they are pad.

Use of non-GAAP profit measures

The Directors beleve that the use of underlying profur before income tax provides a clearer understanding of the performance of the
Company This measure 1s used for internal performance analysss Underlying profit 1s not defined by IFRS and therefore may not be
durectly comparable with other companes’ adjusted profn measures It 15 not intended 1o be a subsutute for, or supenor to IFRS
measurements of profu

Underhying profit 15 calculated as follows
2012 201
£000 £000
Loss before income tax (49) (523)
Add.
Share opuon charges (note 23) 515 417
Non-recurnng costs (note 4) 495 967
Underlying profic before income tax 961 361
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Banner Business Services Limited

Notes to the Financial Statements
for the year ended 31 December 2012

1. Financial risk management

The Company’s activities expose 1t to a vanety of fmancial rsks market nsk (including commodity pree nsk and
umerest rate nsk), credr nsk and bqudity nsk The Company’s overall nsk management programme focuses on the
unpredictability of financial markets and seeks to muumse potental adverse effects on the Company’s financial

performance
(a) Market nsk
() Commodny pnce nsk

The Company has exposure to changes mn commodsty prices such as steel, oil and paper, which form a constrtuent part
of many of the products sold It 5 the policy of the Company to pass on these unavordable cost pnce increases to
customers as appropnate

The Company does not currently hedge ns exposure to commodity pnces but continues to keep this policy under

review
() Cash flowand far value interest rate nsk

The Company has interest-bearing assets in the form of cash and cash equvalents Therefore interest income 1s
sensiuve 1o MOvements tn interest rates

The Company's mnterest rate nsk predominantly arises from short and long-term borrowings  Bomowings issued at
variable rates expose the Company to cash flow interest rate nsk. Borrowangs issued at fixed rates expose the Company
to far value mterest rate nsk. Dunng 2011 and 2012, the Company’s borrowngs, other than 1n respect of finance
leases, were all at vanable rates and all borrowangs were denomnated in Sterhng

The Company does not currently hedge s exposure 10 interest rate movements but continues to keep this policy under
review

For the year ended 31 December 2012 muanagement have considered and concluded thar a movemem of 100 basis
pomts would be a reasonable benchmark over wiuch to determne the sensivity of the Company's pefformance to
interest rate nsk If mterest rates on bormowangs had been 100 basis points higher/lower with all other vanables held
constant, post-tax profn for the year would have been £106,000 (2011 £108,00C) lower/higher, as a result of
hugher/lower unterest expense on floating rate borrowings

)  Credn sk

Crednt nisk 15 managed on a Group basis by the ulumate parent undertalang, office2office ple  Credit nsk anses from
cash and cash equvalents and deposits with banks and financial msttutions and transactions with thurd party customers
as well as credn exposure to customers, meluding ourstanding recervables and commutted transacuons

For banks and financial msutunons only independently rated parties with a muumum raung of ‘A’ are accepted
normal circumstances

Internally, customers are rated according to financial posmion, history of trading and other factors Individual crede
Liuts are based on internal and external raungs, in accordance with houts set by the Board of Directors The utlisaton
of credst Lunnts 1 regularly monrtored. Concentrations of credit nsk with respect to trade recervables are hmured due
the Company’s diverse customer base '

(©) Liqudiynsk

The table below analyses the Company’s financial habilities whuch wall be settled on a net basis o relevant maturry
groupings based on the remaining peniod at the balance sheet date w the contractual matunty date
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Banner Business Services Limited

Notes to the Financial Statements
for the year ended 31 December 2012 (continued)

1. Financial risk management (continued)

{0 Liqudny nsk (conunued)

The amourts shown are contractual (including interest), undiscounted cash flows

At 31 December 2012 Less than 1 year Berween 1 and Berween 2 and Qver 5 years
£000 2 years 5 years
Borrowings (excluding finance lease Labilities) 14,493 - - -
Finance leases 72 29 65 14
Trade and other payables 46,233 - - -
60,798 29 65 14
At 31 December 2011 Less than 1 year Berween 1 and Berween 2 and Qver 5 years
£0060 2 years 5 years
Borrowings (excluding finance lease habilmes) 7394 - - -
Finance leases 87 94 48 16
Trade and other payables 47 987 - - -
55,468 94 48 16

The Company’s overall nsk management programme focuses on the unpredictabiliry of financial markets and seels to

mimmise

potential adverse effects on the Company’s financial perfformance Risk management 15 cared out centrally

headed by office2office ple (the “Group”) and where appropnate under policies approved by the Board of Directors of

the parent undertalang The policies adopted are descnbed above

There have been no breaches in the contractual terms of the amounts shown above

Interest rate nsk profile of financial habihities

The inerest rate nsk profile of financial habilities was as follows

2012 2011

£000 £000

Fixed- rate borrowngs 161 223
Vanable borrowings 14,493 7,394
14,654 7,617

The fixed-rate borrowings compnse finance leases with an effective weighted average wnterest rate of 4 2% (2011 5 Q%)

fixed for a weighred average period of 2 7 years (2011 29 years)

Matunty profile of financial habilines

2012 2011

£000 £000

Withun one year 14,560 7,474
Over one year and under two years 25 87
Between two and five years 60 44
After five years 9 12
14,654 7,617

Currency nsk profile of financial assets/habihues

The Company did not have a matenal profit and loss account exposure to foreign exchange gawns or losses on monetary
assets and liabilines denonmnated in foreign currencies at 31 December 2012 and has not used any instruments to hedge

foregn currency transacuons

Financual assets/ labilues are all Sterhing denomunated.
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Banner Business Services Limited

Notes to the Financial Statements
for the year ended 31 December 2012 (continued)

1. Financial risk management (continued)
Fair values of financial instruments

See note 17 for consuderation of the dfferences berween the carrying amount and the fair value of borrowings The fair
value of other financal assets and habilities 15 not matenally different to their book value due to the short term marunty
of the nstruments

Commutted undrawn facihities

The Company has the followang undrawn borrowing faciliies

2012 2011

£000 £000
Gross undrawn commutied confidenual invoice discounting facility 1,529 14,000
Cash book overdraft (2,822) (3,094)
Net undrawn facilmes 4,707 10,906
Bank balances 970 145
Available hquediry 5,677 11,051

As at 31 December 2012, the Company had drawn £7,371,000 (2011 £ml) aganst its commutted mvowce discountung
facdry At that date the Company had a cash book overdraft of £2,822,000 (2011 £3,094,000) and bank balances of
£970,000 (2011 £145,000) If all payments had cleared on the day of ssue the Company would have had net undrawn
facilitses of £4,707,000 (2011 £10,906,000)

The confidential nvoice discounting facility 1s a commutted facility, subject to sufficient secunty from trade recevables,
expung in June 2015

The Company has sufficient headroom to enable 1t to conform to covenants on 1ts exssting borrowings The Company
has sufficient workang capital and undrawn financing facilities to service ns operating acuvities and finance further
suable acquisiion opporturuties should they arse

There have been no breaches 1n the covenants on borrowings 1n the year ended 31 December 2012 and up to the date
of sigming the financial staternents

Embedded denvauves
Management have undertaken a review of the Company for embedded denvatives and none were found (2011 ml)
Capital nsk management

Caprtal nsk management 15 managed on a Group basis by the ulumate paremt undertalung, officeoffice ple The
Group’s policy 15 to maintan a strong capnal base, defined as facilimies plus total shareholder’s equity, so as to mamtain
nvestor, credor and market confidence and to sustan future development of the business Within this overall policy,
the Group seeks to mamtam an opumum capual structure by a muxture of debt and retained earmings Funduig needs
are reviewed pencdically and also each ume a significant acqusition 1s made A number of factors are considered which
mclude the net debt/EBITDA rauo, future funding needs {usually petential acqusmions} and Group banking
armangements There were no changes to the Group’s approach to caprtal management durning the year

‘The prmary source of funding for the Group 15 bank borrowangs
Consistent with others in the industry, the Group monitors capital on the basis of geanng rato, calculated as net debt

dnded by total capital Total debt 15 calculated as total borrowings (inclhiding current and non-current borrowngs, less
cash) as shown 1 the balance sheet. Total capital 15 calculated as equity as shown in the balance sheet
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Banner Business Services Limited

Notes to the Financial Statements
for the year ended 31 December 2012 (continued)

2. Cntcal accounting estimates and judgements

Estmates and judgerments are conunually evaluated and are based on histoncal expenience and other factors, ncluding
expectatons of future events that are believed 1o be reasonable under the circumstances

The Company makes esumates and assumpuons concerrung the future The resulung accounting estimates wall, by
definmon, seldom equal the related actual results The estmates and assumpuons that have a significant nisk of causing
a matenal adjustment to the carrying amounts of assets and hablities wathun the next financial year are discussed below

Determnation of cash flows and discount rates used 1n the impairment reviews of goodwll

Discount rates are determuned by management for the purpose of valumng fair values of ntangible assets ansing on
business combinations and to determine the net present value of cash flows i respect of annual mparment reviews of

goodwill, and other intangibles when appropnate

The discount rates used for the purpese of umpairment reviews are based on the appropnate cost of caprtal adjusted for
management’s percerved nsk.

The cash flows attnbutable to the cash-generating unrt to which goodwill 1s allocated are based on the Directors’ best
estemates of future profitability and the resulting cash flows

While management beheve the discount rates and cash flows used are the most appropnate rates, changes i these
assumptions could resulr in impairment of goodwall.

Income tax

"The Company 1s subject to 1ncome tax in the Unned Kingdom. Sigruficant judgement 15 required 1n determumng the
provision for mcome tax There are many transactions and calculinons for which the ulumate tax determunauon s
uncertam during the ordmary course of business Where the fnal tax outcome of these matters 1s differemt from the
amourms that were insmally recorded, such differences wall impact the 1ncome vax and deferred wx provisions 1 the
penod i which such determination 15 made

Assets and habiliues

The preparation of the financial statements requires management to make judgements, estmates and assumptions that
affect the application of policres and reported amounts of assets and Labilrties, income and expenses The estunates and
associated assumpuions are based on hustoncal expenence and vanous other factors that are beheved to be reasonable
under the circumstances, the results of which form the basis of makang judgements abowt carrying values of assets and
Liabilities that are not readily apparent from other sources Actual results may differ from these esumates

Impairment of inventornies

Where necessary, provision 15 made for obsolete, slow-moving and damaged stock This provision represents the
difference berween the cost of the stock and s estumated market value, based upon stock turn rates, market conditions
and trends 1n consumer demand.

Allowances for doubtful receivables

Allowances are made for doubtful recervables for estmated losses resulung from the subsequent mabiity of customers

to make required payments If the financial conditions of customers were to deterorate, resulting i an mpaument of
their abiliry to make payments, addmonal allowances may be required 1n furure penods
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Banner Business Services Limited

Notes to the Financial Statements
for the year ended 31 December 2012 (continued)

2. Critical accounting estimates and judgements (continued)

Pensions

The determunauon of the pension benefn obliganon and expense for the defined benefrt pension plan 1s dependent on
the selection of certan assumptions used by actuanes in caleulaung such amounts Those assumpuons are descnbed n
note 21 1o the financial statements and include, amongst others, the discount rate, the expected long-term rate of
increase 1n future compensation levels and expected mortality rates A poruon of the plan assets are nvested m equity
secunties The equity markets have expenienced volaulity, which has affected the value of the pension plan assers Ths
volatity may make it difficult to esumare the long-term rate of return on plan assets Assumpnons are based on actual
tustoncal expenence and external data regarding compensation and discount rate trends While the Directors believe
that the assumpuons are approprate, sigmficant differences in the actual expenence or significamt changes i the
assumptons may matenally affect the pension obhganon and the future expense

‘The esumates and underlying assumptions are reviewed on an ongowg basis Revisions to accounnng esumates are
recogmused wn the period 1n which the esumate 15 revised of revision affects only that penod, or m the penod of the
revision and future peniods o the revision affects both current and future penods

Share based payments

The farr value of optons awarded under schemes with market based performance conditions 1s estumated using a

Monte-Cardo model. The fair value of options awarded under schemes with non-market based performance condimons
15 estrnated using a Black-Scholes model. These models require the use of estumates and forward lookng projections

3. Expenses by nature

2012 2011

£000 £000
Inventores expensed 82,416 81,314
Employee benefrt expense {note 5a) 20,757 19,414
Depreciation of property, plant and equipment (note 10) 290 415
Foreign exchange gans (98) (19)
Impairment to trade and other recervables (16) (317
Non-recumng costs (note 4) 335 24
Operaung lease payments 1,923 2761
Orher operating costs 8,252 9,375
Total cost of sales, distnbution costs and administrative expenses 113,859 112567

Included within the above figures, the Company bears the costs for central admuimistrative expenses for the office2office
Group amounting to £9,582,000 (2011 £10,085,000) The Company makes no recharge for these costs o other Group
Companues

4 Non-recutring costs

The amounts recognised as non-recurnng costs are as follows

2012 2011

£000 £000

Compensation payments and executive recruitment costs 160 943
Business and strategic review costs 335 357
Net curtalment gam on cessation of defined benefit scheme - (333)
495 967

Compensauon payments relate to amounts pad to ex-employees of the Company Business and strategic review costs
relate to costs incurred by the Company n relation to management's commutment to improve operauonal efficiency
These costs are considered to be excepuional 1n nature and not reflective of the underlying operaung performance of
the Company




Banner Business Services Limited

Notes to the Financial Statements
for the year ended 31 December 2012 (continued)

5a. Employee benefit expense

2012 2011

£000 £000

Wages and salanes 17,877 17,203
Social securiry costs 1,774 1,673
Share based payments (note 23) 515 417
Pension costs - defined benefit (note 21) (24) (378)
- defined contnbution {note 21) 615 439

20,757 19,414

Included withun the above figures are compensation payments to ex-employees of £160,000 (2011 £943,000)

Durectors' remuneration

2012 2011
£000 £000
Aggregate emoluments 675 638
Company pension contributions to money purchase scheme 54 51
729 689

3 (2011 2) Durectors accrued benefits under company money purchase pension schemes

Highest pad Director

2012 2011
£000 £000
Aggregate emoluments 329 359
Company pension contnbutions to money purchase scheme 3 30
360 389

Key managemem compensanon

The employment costs of key management personne] (including Directors) duning the year were as follows

2012 201
£000 £000
Salanes and other short term employee benefns 1,622 1,642
Pension costs ~ defined contribuuon 125 132
Share based payments 261 269
2,008 7,043
Sb. Average number of people employed
2012 o1
Number Number
Average monthly number of people {including Drrectors) employed.
Sales and marketing 156 155
Distnbuuon 441 366
Adrinsstration 96 122

693 643




Banner Business Services Limited

Notes to the Financial Statements
for the year ended 31 December 2012 (continued)
6. Auditors’ rfemuneration

Services provided by the Company’s auditor and 1ts associates

Duning the year the Company obtaned the following services from the Company’s audrtor and 1ts associates

2012 2011
£000 £000
Fees payable to Company’s auditor for the auds of the Company n 28
Fees payable to the Company’s auditor and 1ts assocates for other services
expensed in the mncome statement
- audrt-related assurance services 25 -
- taxation compliance services 25 20
- taxation advisory services 17 _
98 I
7. Finance income and costs
2012 2011
£000 £000
Interest expense
- bank loans and overdrafts (441) {242)
- finance lease habilities (12) (11
- other financial charges (87) (68)
- interest payable on intercompany loans ) o7
- customer procurement card charge (309) (251)
Finance costs (946) (669}
8. Income tax expense
2012 2011
£000 £000
Current tax
Untted Kingdom corporation tax on profs of the year - -
Adjustments m respect of prior years 3 {152)
3 (152)
Deferred tax
Ongmnaton and reversal of uming differences (see note 12) 138 424
Re-measurement of deferred tax - change 1n the UK tax rate 26 65
Adjustments n respect of prior years 102 79
266 568
269 416
Tax on items charged to equity
2012 2011
£000 £000
Deferred tax charge on share options (see note 12) (52) 2
(52) @

The standard rate of corporation tax changed from 26% to 24% wath effect from 1 Apnl 2012 The Company tax charge
for the year differs from the standard mte of corporation tax of 24 5% (2011 26 5%) The differences are explaned
below




Banner Business Services Limited

Notes to the Financial Statements
for the year ended 31 December 2012 (continued)

8. Income tax expense (continued)

2012 2011

£000 £000
Loss before income tax 49 {(523)
Income tax at the standard rate of UK corporation tax of 24 5% (2011 26 5%) 12 139
Tax effects of
Expenses not deducuble for tax purposes (95) {28)
Transfer pncing adjustments (54) (34)
Group relief utlised without charge m (501}
Re-measurement of deferred tax - change in the UK tax rate (26) (65)
Adjustment 1 respect of prior years (105) 73
Total rax charpe for the year (269) (416)

Factors affecting future tax charges
The effecuve tax rate m the near future 15 anucipated to be sumilar 1o the standard rate of corporauon tax
Impact of changes in tax rate

Dunng the year, the relevant deferred tax balances have been re-measured as a result of the change in the UK man
corporation tax rate to 24%, wiuch was substanuvely enacted on 26 March 2012 and was effecuve from 1 Apnl 2012,
and to 23% which was substantvely enacted on 3 July 2012 and will be effective from 1 Apnl 2013 A further reductron
to the UK corporation tax rate has been announced reducing the rate to 21% by 1 Apnl 2014 and 20% by 1 Apnl 2015
The change had not been substantively enacted at the balance sheer date and therefore has not been reflected i these

financial statements

9. Dividends

No dividends were paid 1n the year (2011 £ )




Banner Business Services Limited

Notes to the Financial Statements
for the year ended 31 December 2012 (continued)

10. Property, plant and equipment

Short leasehold
land and Plant and Office

buildings machinery equipment Total
2012 £000 £000 £000 £000
Cost
At 1 January 2012 2,682 1,496 453 4,631
Additions at cost - - 307 307
Transfers 5 - (5} -
Transfer to Truline Logisucs Lumned (1,729) (1,054) 134 (2,649)
At 31 December 2012 958 442 889 2,289
Ar 1 January 2012 (1,393} (1,048) (349) (2,790
Charge for the year (107) {22) (161} (290)
Transfers 1 - (1) -
Transfer to Trubne Logistics Limited 906 628 3 1,537
At 31 December 2012 (593) {442) (508) (1,543)
Net book amount
At 31 December 2012 365 - 38 746

Short leasehold
land and Plant and Office

buildings machinery equipment Total
2011 £000 £000 £000 £000
Cast
At 1 January 2011 2,382 1,676 1,695 5753
Additions at cost 598 175 75 848
Transfers (5) 3 2 -
Transfer i from Alpha Office 8 - 2 10
Disposals (301) (358) (1,321) {1,980)
Ar 31 December 2011 2,682 1,496 453 4,631
At 1 Jarmary 2011 (1,466) (1,270) (1,619} (4,355)
Transfers (4) 3 1 .
Charge for the year (224) (139) (52) (415)
Disposals 301 358 1,321 1,980
At 31 December 2011 (1,393) (1,048) (349) (2,799)
Net book amount
At 31 December 2011 1,289 448 104 1,841

The net book value of fred assets held under finance leases was £181,000 (2011 £197,000) for the Company
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Banner Business Services Limited

Notes to the Financial Statements
for the year ended 31 December 2012 (continued)

11. Intangible assets

Goodwnll Software Total
2012 £000 £000 £000
Cost and Net Book Amount
At 1 January 11,616 - 11,616
Addmions - 129 129
Ar 31 December 11,616 129 11,745
Goodwill Software Total
2011 £000 £000 £000
Cost and Net Book Amount
At 1 January 11,616 - 11,616
At 31 December 11,616 - 11616

Impairment of goodwall

In accordance with [AS 36, Tmpaurment of Assets’, the Company regularly montors the carrying value of s goodwll
and reviews nt annually or more regularly if there are indicauions that goodwill may be unpared For the purposes of
assessing unpawment, assets are grouped at the lowest levels for which there are separately identifable cash flows (cash-
generaung unts) and goodwill 15 allocated to these cash-generatng unns The allocavon 15 made to those cash-

generatng umuts or groups of cash-generating unnts thar are expected to benefur from the busmess combination n which
the goodwll arose

A review was undertaken at 31 December 2012 to assess whether the carrying, value of goodwll was impaired by
reference to value 1n use calculanons The value i use calculauons use cash flow projections based on financial budgets
and forecasts as approved by the Board of Directors for a five year penod and then into perpetury based on no
changes to the underlying strategy of the busmess Cash flow projections beyond the five year penod are extrapolated
using the esumated growth rate referred to below, and are considered appropnate as 1t 15 expected that there wall be no
sigmuficant changes 1n the operauon of these busmnesses

The key assumptions m the value-in-use calculauon were

. cash flow projecuons for the five year period are based upon recent observable performance of the Group,
mcluding budgeted gross margin and expected operaung cash inflows,

. the pre-tax weighted average cost of captal (WAQQ) for the Group 15 12 4% (2011 120%) The Group
beheves that the nsk profiles relating to each business segment are not significantly different, hence the same
WAQC 15 uruversally apphed across all cash-generaung unues, and

. long-term growth rate of 2 5% wiich 15 not greater than the long-term growth assumption for the sector

Whilst management believe the assumpuons are realisue, 1t 15 possible an imparment would be denufied of any of the
above key assumptions were changed sigmficantly For instance, factors whuch could cause impairmeat are

. significant underperformance relauve to the forecast resuls,
. a further detenorauon n the wider economy; and
. an increase 1 the Group's WAQC,

The value-1n-use 15 based upon anticipated discounted future cash flows Management bebeve the assumptions used
are appropnate, but 1n addition have conducted sensmivity analysis to determune the changes 1in assumptions that would

result mn an impairment

The impawment review was undertaken by comparng the carrying value of goodwall with the recoverable amount (by
reference to value n use calculations) of the cash-generatng unus o0 wiuch the goodwill has been allocated.
Management concluded that no impairment was indicated.
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Banner Business Services Limited

Notes to the Financial Statements
for the year ended 31 December 2012 (continued)

12 Deferred income tax asset

The deferred mcome tax asset recogrused m the financial statements 15 as follows

2012 2011

£000 £000
Tax effect of umng differences
Excess of quahfying depreciation over tax allowances 55 143
Employee share schemes 384 291
Reurement benefrr obligations (113) (26)
Provisions 76 208
At 31 December 402 616
At 1 January 616 1,182
Charged to the income statement (266) (568)
Crediied 1o equity (note 8) 52 2
At 31 December 402 616
The deferred income tax asset 1s estmated to be recoverable as follows

2012 2011

£000 £000
Deferred tax assets
- 10 be recovered after more than 1 year 398 620
- to be recovered within 1 year 4 (4)

402 616

Deferred mncorne tax assets and Labuities are only offset where there 15 a legally enforceable nght to offset and there 15

an imention to settle the balances net

The movements n deferred tax assets duning the year are shown below

Deferred income tax assets/ (habilines) Depreciauon Retirement
overtax  Temporary benefit Share
allowances  differences  obligauons options Total
£000 £000 £000 £000 £000
At 1 January 2012 143 208 {26) 9 616
Charged to the meome staternent (88) (132) (87) 41 (266)
Credrted to equuty - - - 52 52
At 31 December 2012 55 76 (113) 384 402
Deferred income tax assets/(labihities) Depreciation Reurement
overtax  Temporary benefit Share
allowances  differences  obhiganons opuons Total
£000 £000 £000 £000 £000
At 1 January 2011 220 452 210 300 1,182
Charged to the income statemens {(77) (244) (236) (11) (568)
Credited to equity - - - 2 2
At 31 December 2011 143 208 (26) 29 616

Deferred income tax assets are recogmised for short term urmung differences to the extent that the realisation of the

related tax benefr through future taxable profits 15 anticipated
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Banner Business Services Limited

Notes to the Financial Statements
for the year ended 31 December 2012 (continued)

13. Inventories

2012 2011
£000 £000
Fuushed goods and goods for resale 8,250 7,991

The ddference between cost of goods purchased or production cost of stocks and therr replacement cost 15 not
matenal

The Company consumed f,82,416,000 (2011 £81,314,000) of inventones dunng the year

The provision to reflect net realisable value being less than cost decreased by £261,000 (2011 £298,000) duning the
year

14. Trade and other receivables

2012 2011

£000 £000

Trade recewvables 11,546 14,490
Less provision for tmparment (142) {433)
Trade recetvables net 11,404 14,057
Prepayments and accrued income 2,598 3,559
Orher recervables 53 53
Recewables from related parues 40,981 32702
55,036 50,371

All of the above amounts are due winhin one year

There 15 no difference between the amounts disclosed above and their fair values

Recewables from related parties are repayable on demand.

Credn risk i respect to trade recewvables s limired due to the Company’s customers being predommantly comprnised of
large comparnues and public sector enumes  As a result, the Directors consider that no further creds risk provision 1
required 1n excess of the normal provision for doubtful recervables

The carrying amounts of trade and other recewvables are denormuinated in Sterhing

Trade recervables that are less than 2 months past due, amounting to £4,498,000 (2011 £4,400,000) are not considered

imparred. As of 31 December 2012, trade recervables of £6,760,000 (2011 £9,160,000) were past due but not impawred.
The ageng analysis of these trade recevables (by reference to due date) 15 as follows

2012 2011

£000 £o00

Up 10 1 month past due 3,691 6,299
Cver 1 month past due 3,069 2,861
6,760 9,160

As of 31 December 2012, trade recevables of £288,000 (2011 £930,000) were impawred and partially provided for The
amourt of the provision aganst such impawred trade recervables was £142,000 as of 31 December 2012 (2011
£433,000) The indwvidually impaired recervables mamly relate to 1ssues ansing from the current economme clumate ‘The
ageng of these receivables is as follows

2012 2011

£000 £000

0to 3 months overdue 109 386
3 10 6 months overdue 65 298
Ower 6 months overdue 114 246
288 930
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14. Trade and other recetvables (continued)

Movements on the Company provision for impawrment of trade recevables are as follows

2012 2011

£000 £000
Ar 1 January 433 899
Decrease 1n provision for recervables imparment (16) (317)
Transfer debtors/provision to subsidiary compames (235) -
Recervables written off duning the year as uncollectable (40) {(149)
At 31 December 142 433

The creauon and release of provision for impared recewvables have been included in ‘cost of sales’ i the wncome
statement Amounts charged to the provision are wnuen off when there 5 no expectation of recovenng addrtional
cash. The other classes within trade and other recevables do not contam impaired assets The maxmum exposure to

credu risk a the reporung date s the carrying value of each class of recervable mentioned above The Company does
not hold any collateral as securty

15 Cash and cash equivalents

2012 2011
£000 £000
Cash at bank and 1n hand 970 145

Cash, cash equivalents and bank overdrafts include the followng for the purpose of the cash flow statement

2012 2011
£000 £000
Cash at bank and 1 hand 970 145
Bank overdrafts (note 17) (10,193) (3,094
(9,223) (2,949)

16. Trade and other payables
2012 2011
£000 £000
Trade payables 24,053 23,700
Social secunty and other taxes 3,249 2,029
Accrued expenses and deferred income 7,884 8,673
Payables to related parties 11,047 13,585

46,233 47,987
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Notes to the Financial Statements
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17. Borrowings

2012 2011
£000 £000
Non-current
Finance leases 94 143
Current
Loan from ultumate parent company 4,300 4,300
Bank overdraft 10,193 3,094
Finance leases 67 80
14,560 7,474
Total borrowings 14,654 7,617

Loan from ulumate parent company

Dunng the year the Company had an mterest beaning loan of £4,300,000 (2011 £4,300,000) from office2office ple, and
mncurred interest charges of £97,000 (2011 £97,000) at 175% above bank base rate

Bank overdraft

The bank overdraft represents cash book overdrafts and amounts drawn agamnst a confidential invoice discounung
facilety that 15 commmuried 1o 2015

The bank overdraft 1s repayable on demand and denomunated in Sterling

The farr value of the current borrowings equals their carrying amounts, as the npact of discountng 1s not sigmficant
Finance leases

The farr value of the Company’s lease obliganons approximate to theur carrying value

Future mummum lease payments under finance leases, together with the future finance charges and present value of the

net muumum lease payments are as follows
Minimum lease payments

2012 01
£000 £000
Within one year 72 87
In more than one year, but not more than five years 94 143
In more than five years 14 15
180 245
Future Finance Charges
2012 2011
£000 £000
Within one year 5 7
In more than one year, but not more than five years 9 12
In more than five years 5 3
19 22
Net mimumum lease

payments
2012 2011
£000 £000
Withun one year 67 80
In more than one year, but not more than five years 85 31
In more than five years 9 12
161 223

Finance leases are secured upon the assets to which the lease agreement relates
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18. Financial instruments by category

Cash and cash equvalents and trade and other recewvables (excluding prepayments) are classified as loans and
recervables for the purpose of IFRS 7

Borrowings, finance leases and trade and other payables (excluding staturory labilines) are classified as other financtal
Liabilitzes at amorused cost for the purpose of IFRS 7

19. Current income tax asset

2012 2011

£000 £000

Current income tax asset 129 38

20. Provisions
Property Onerous

dilapidations leases Total

£000 £000 £000

1 January 2012 (527) (390) 917

Credsted 1o the income statement 32 390 422

31 December 2012 {495) - (495)
Matuniry profile of provisions

2012 2011

£000 £000

Curremt - {447)

Non-current (495) {470)

31 December (495) (917)

The property diapidation provision relates to vanous property leases held by Banner Business Services Lumned. The
provision 15 expected to be fully unhsed by 2019

21. Retirement benefit asset/lhiabilaty

'The Company 1s the contnbuting employer to a defined benefn pension scheme, The Banner Business Services Penston
Scheme (*BBS scheme™), all the members of which were formerly employed by Her Majesty’s Stanonery Office and
were members of the Pnncipal Civit Service Pension Scheme who first elected to transfer funds acerued to The
Stauonery Office Ltd Scheme and subsequently elected to transfer funds accrued to the BBS scheme

The BBS scheme commenced on 1 August 2000 when the funds were transferred n by The Stauonery Office Pension
Scheme (TSOPS) The scheme 15 funded by the payment of contnbutions to a separately admunistered trust fund. The
scheme currently has 162 members and was closed to future accrual on 31 December 2011

The latest full actuanal valuation was cammed out on 31 July 2010 and updated to 31 December 2012 by Punter Southall
Limited, a qualified independent actuary The pension costs have been determuned on the basis of the results of this

valuation.

The fair value of the BBS scheme assets at 31 December 2012 amourrted to £13,101,000 (2011 £11,854,000)
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21. Reurement benefit asset/hability (continued)

Company contrbutions 1n respect of the defined benefit pension scheme for the year were £361,000 (2011 £505,000)
Company contnibutions 1n 2013 are expected to be approximately £ 300,000

The Company also mcurred £615000 (2011 £499,000) i respect of company personal pension arrangements and
employees” own personal penston arrangements for staff recrurted by The Stationery Office Limuted since 30 September
1996 at rates varying between 6% and 15% of pensionable earnmgs

The outstanding accrual m respect of pension contnbunions at 31 December 2012 was £166,000 (2011 £203,000)

The amounts recogmised in the balance sheet in respect of the BBS scheme are determuned as follows

2012 2011
£000 £000
Present vatue of funded obligauons (13,878) (12,476)
Farr value of plan assets 13,101 11,854
77 (622)
Unrecogrused actuanal losses 1,267 727
Asset in the balance sheet 490 105
The amounts included in the far value of plan assets are as follows
Expected return p a.
2012 201 2012 201
% % £000 £000
Equrties 6 0% 6 0% 9,919 9,116
Bonds 30% 30% 2,033 1,195
Property 50% 50% 634 979
Onher 0 3% 03% 515 564
13,101 11,854
The amounts recogrused m the mcome statement are as follows
2012 2011
£000 £000
Current service cost - (219)
Scheme interest cost (614) (735)
Expected return on plan assets 638 752
Curtalment - removal of ill health allowance - 222
Curtalment - removal of salary hnk - 394
Net actuanal gans recognised in the year - (36)
Income recogmsed in the income statement as admunistrative expenses 24 378
The movement 1n the fair value of plan assets is as follows
2012 201
4000 £000
Farr value of plan assets at 1 January 11,854 11,299
Expected return on plan assets 638 752
Actuanal gawn/(loss} 398 (700)
Employer contnbunion 361 505
Member contnbutions - 75
Benefns pad (150) 7
Farr value of plan assets at 31 December 13,101 11,854

32




Banner Business Services Limited

Notes to the Financial Statements

for the year ended 31 December 2012 (continued)

21. Retirement benefit asset/hability {continued)

The movement 1 the defined benefit obligatton is as follows

2012 2011
£000 £000
Defined benefit obligations ar 1 January (12,476) (13,010)
Current service cost - (219)
Interest cost (614) {(735)
Member contnibunons - {73)
Actuanal gamns (938) 870
Benefits pad 150 77
Curtadlment - removal of ill health allowance - 222
Curtalment - removal of salary link - 394
Present value of funded obligations at 31 December (13,878) (12,476)
The prncipal actuanal assumpuions were as follows
2012 2011
% pa % pa
Discount rate 46 50
Expected rate of return on plan assets 53 53
Future salary ncreases n/a /a
Future pension increases
-transferred from TSOPS 24 25
-eamned m Scheme 31 32
Inflation - RPI 3 32
Inflation - CPI 24 25

The expected return on plan assets for 2012 15 based on market expectations at 31 December 2012 for returns over the

entre Iife of the obligauon.
2012 201
£000 £000
Actual return on plan assets 1,036 52
The weighted average bfe expectancy denved from mortaluy tables used to determune benefir obligauons were
2012 2011
Years Years
Male member aged 65 (current Lfe expectancy) 222 221
Female member aged 65 (current bife expectancy) 243 242
Male member aged 45 (lfe expectancy at age 65) 23.6 35
Female member aged 45 (Lfe expectancy at age 65) 259 258
History of expenence gans and losses
2012 2011 2010 2009 2008
£000 £00C  £000  £O00  £O0O
Present value of funded oblgations (13,878)  (12,476) (13,010) (12,762} (10,487)
Faur value of plan assets 13,101 11,854 11,299 9,181 7,128
Deficit in the plan (777) (623 (1,711  (3,581) (3359)
Expenence adjustmentts ansing on scheme assets (398) {700) 938 1,172 (2,283)
Expenence adjustments ansing on schere Labilmies - 768 - (199)
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22, Ordinary shares

2012 2011
Number L Number £
Issued and fully pad
Ordinary shares of £1 each 2 2 2
Deferred shares of £1 each 1 1 1 1
3 3 3 3
Allotted and called up
Ordinary shares of £ 1 each 5,000,000 5,000,000 5,000,000 5,000,000
5,000,003 5,000,003 5,000,003 5,000,003
23. Options over the shares of the ultimate patent undertaking
Exercise
Number Nurmber Number — Number Number  Number  prce per  Exercisable Expuy
1Jan12 wansferred gramed  exercised expired 31 Dec 12 share from date
Performance Share Plan
Date granted
March 2009 160,606 - - (80,303} (80,303) - Q1p 020312 040313
Apnl 2009 254,493 - - (50,898) (203,595) - Q1p 300412 300413
May 2010 641,91 - . . 43891) 598,070 01p 210513 210514
June 2011 1,466,796 - - - - 1,466,796 01p 206614 200615
Seprember 2012 - - 935,622 - - 935,622 Olp 180915 180916
SAYE scheme
Date granted
Apnl 2008 (5y1) 99,035 - . - (1,406) 97,629  1194p 010513 311013
December 2011 (3y1) 249,257 1,849 - - (14,638) 236,468 116 8p 010112 010715
Decernber 2011 (5y1) 73,452 3,082 - - {16,694 59,840 116 8p 010112 10717
2,945,600 4931 935622 (131,201) (360,527) 3,394,425
Exercise
Nurnber ~ Number Number  Number Number  Number  prceper  Exercisable Expury
1Jan 11 transferred granted  exercised expued 31 Decll share from date
Performance Share Plan
Date granted
December 2007 189,566 - - (25,781) (163,785) - Olp 0104 11 1mo3n
Apnl 2008 542,649 ; . (73800) {468,849 . 01p 240411 241011
March 2009 160,606 . - - - 160,606 01p Q203 12 040313
April 2009 254,493 - - - - 254,493 01p 3004 12 300413
May 2010 669,292 - - - (27,331) 641,961 Olp 210513 210514
June 2011 - 1,466,796 - - 1,466,796 Olp 200614 2006 15
SAYE scheme
Date granted
October 2005 (5y9) 179 - - - {9,179) - 224 4p 01121¢ o511
Apnl 2008 (3y1} 150,781 6,431 - {105322) (51,890) - 119 4p 010511 311011
Apnl 2008 (Sy1} 84,966 19,696 - - {(5,627) 99,035 119 4p 010513 311013
December 2011 (3y1) - - 252,339 - (3,082 249,257 116 8p 010112 010715
December 2011 (3y1) - 73,452 73,452 116 8p 010112 0107 17

2,061,532 26,127 1,792,587  (204,503) (729743) 2,945,600

Opuions which ¢xpired in the year to 31 December 2012 reflected employees leaving the Company, non-achievemem of pedformance condmions and the expiry of
the term of exercise Opuions which transferred dunng the year related to employees moving between subsidiary group companes of office2office ple

At 31 December 2012, there were 15 members (2011 17 members) with an average option holding of 200,033 (2011 148,462) of the performance share plan and
102 members (2011 106) with average holdings of 3,862 (2011 3,979) of the Save- As-You-Eam (SAYE) scheme

The performance share plan was introduced on 21 December 2005 to incentivise serwor management relative to the long term strategy of the Group Finanel
petformance conditions apply to exercise of the options, based on the Group's earmungs per share growth and, for awards made up 10 2010, a comparanve
measure of total shareholder cetun (TSR} agamst the compares 1n the FTSE Small Cap Index. For awards made in 2011 the TSR measure has been replaced by
growth in share price On 18 Septermber 2012, awards were granted over 935,622 shares based on a weighted average share pnce, of the three days pnorto award,
of 137 5p per share 131,201 options were exercised dunng the year under review The weighted average share price as at the date of exercise was 138 9p per
share The weighted average remauning contractual bife s 17 years
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23. Options over the shares of the ulumate parent undertaking (continued)

The SAYE scheme was fust introduced i October 2004 The exercise prce 15 determuned at a 20% discount of the closing mud- market pnce
on date of mnvitation. The schemes have exther a three or five year vestng penod The weighted average remaining contractual bfe 1s 2 0 years
(2011 30 years)

Expury date Grant Exercise pnce per share 2012 2011
2013 2008-09 23 1p 97,629 514,134
2014 2010 0lp 598,070 641,961
2015 2011 17 1p 1,703,264 1,716,053
2016 2012 Qtp 935,622 -
2017 2011 116 8p 59,840 73,452

3,394,425 2,945,600

The IFRS 2 and assoctated narional insurance costs, before tax, incurred in relation to the above schemes were as follows

2012 2012 201 2011
IFRS2 NI IFRS2 NI
£000 £000 £00C £000
Performance Share Plan
Date granted
Apnl 2008 - - 26 -
March 2009 2 3 (12) -
Apnl 2009 - - (55) )
May 2010 (222) (32) 187 32
June 2011 546 82 204 35
September 2012 82 12 - -
SAYE scheme
Date granted
Octaber 2005 Sy - - 8 -
Apnl 2008 (3yn) - - 4 -
Apnl 2008 (570 7 - 5 i}
December 2011 (3y1) k] - - -
December 2011 (S5y1} 4 - . -
450 65 351 66

The following valuation assumptions have been applied in respect of schemes introduced in the current year The assumptions i respect of
prior year schemes may be found m the pror year annual report

Performance share plan — September 2012 option value information

Faur value per option* £105
Option exercise pnce £0001
Weighted average share pnce £1375
Valuation assumptions
Expected option term 3125 years
Expected volanlry 29%
Expected dvidend yeld 82%
Rusk free interest rate 095%

* Esumated using the Black-Scholes option pneing models

Expected volatdiry was determined by reference to hustone share prace informanon of simular comparnues
All of the above rlate to equiry settled share-based payment transactions
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24 Cash (used 1n)/generated from operations

2012 2011
£000 £000
Loss before income tax 49) (523)
Adjustments for
Depreciauon 290 415
Interest and sinular charges payable 946 669
Share option expense 450 351
Increase in nventones (259) (2,772)
(Increase)/ decrease in trade and other recervables (4,665) 4,896
(Decrease)/ ncrease in trade payables and provisions (2,561) 4,689
Total net cash (outflow)/inflow from operations {5,848) 7.725
25. Analysis of movement 1n net debt
At1January Cash flow Non-cash At 31 December
2012 movements 2012
£000 £000 £000 £000
Cash and cash equivalents 145 825 - 970
Borrowings — current (7,394) (7,099) - (14,493
7.249) (6,274) - (13,523)
Finance leases - current (80) 62 (49 (67)
Total current debt (7,329) (6,212) 49 (13,590)
Finance leases — non-current (143) - 49 (94)
Total non-current debt (143) - 49 (94)
Net debt 7.472) 6212 - (13,684)

Non-cash movements relates to the movement of finance leases between non-current and current and new finance lease

agreements taken our dunng the year

26. Guarantees and other financial commitments

Capital commitments

There are no amounts contracted for bur not provided 1n the financial statements (2011 £nil)

Operanng lease commitments

Land and buildings Other
2012 2011 2012 2011
£000 £000 £000 £000
Amounts payable under non-cancellable operaung
leases i
Withun one year 1,961 1,849 1,811 1,317
Between two and five years 3,664 4,154 3,508 2,250
Over five years 778 1,331 200 8
6,403 7,334 5,519 3,575

Bank guarantees

The Company 15 2 member of the Group banking arrangement under which 1t 1

pany to unhmned cross-guarantees 1n

respect of the banlang facimes of other Group undertakangs, amounting to £17,500,000 subject to facility ar 31 December

2012 The directors do not expect any matenal loss to the Company to arise in respect of the guarantees
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27. Related partes

Durectors’ and key management compensations are disclosed n note 5

Banner Business Services Limited 1s a subsidiary of office2office (UK) plc, whech 15 a subsidiary of office?office ple

Dunng the year Banner Business Services Limrted had an interest beanng loan of £4,300,000 (2011 £4,300,000) from

office2office pk and incurred interest equivalent to 175% (2011 1 75%}) above bank base rate

Dunng the year the Company had the following transactions with officeZoffice plc and 1ts subsidianes

202 2011
£000 £000
Purchases of goods and services (418) (515)
Interest pad 97 97
(515) 12)
As at the 31 December the following amounts were due to/ (fromy) the Company from/ (10) office2office plc and 1ts
subsidianes
2012 2011
£000 £000
office2office ple (5,654) (9,670)
office2office (UK) ple 16,888 17,308
Banner Business Services (Ireland) Luruted (1,658) (1,146)
firs2office Lumited (274) (308)
esp2otiice Limuted 707 707
image2office Limited (1,031) (865)
Alpha Office Limired (573) (616)
Banner Document Services Lumuted (2,235) (980}
TrpleArc Group Limted 11,378 9,857
Accord Office Services Limned 1,131 1,006
AccessPlus Marketing Logisucs Lumited 1,085 675
AccessPlus Marketing Services Limited (5,006) 2,421
Truline Logisucs Limmed 10,876 728
25,634 19,117

Other than as disclosed above, all other movemems m amounts due to and from related partes relate to the movement of

cash between group comparues

28. Immediate and Ulumate controlling party

The Company’s immeduate parent company 15 office2office (UK) ple and the Directors consider that the Company’s ultimate

parent undertakung and controlling party 15 officeZoffice plc, a company registered in England and Wales

Office2office plc

15 both the smallest and largest company for which group financial statements are drawn up These consobdated financal

statements are avatlable from Saint Crispins House, Duke Street, Norwich, Norfolk, NR3 1PD
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