espZofhice Limited
Annual Report and Accounts

For the year ended 31 December 2007

FRIDAY

esp2ofhce Linured

Registered number 04283047

o006

~ rd

esp2offi

Wy

31/10/2008
COMPANIES HOUSE

-

ce

i




esp2office Limited ’ NN
esp2oiif i:e
Contents
Page
Company Detais 1
Dhrectors’ Report 2
Report of the Independent Auditors 5
Income Statement 7
Balance Sheet 8
Statement of Changes in Equity 9
Cash Flow Statement 10
Prncipal Accounting Policies 11
Notes to the Financial Statements 16




esp2office Limited

lelsip.
AN S
esp2olffice

Company Details

Directors
S R Moate (Chairman)
M ] Goddard

Company Secretary
[> Rodwell

Auditors
PnicewaterhouseCoopers LLP
The Atrium

St Georges Street

Norwich

NR3 1AG

Solicitors
Macfarlanes LLP
20 Cursitor Street
Londen
EC4A1LT

Registered office
St Crispins

Duke Street
Norwich

NR3 1PD

Registered 1n England and Wales
04283047




esp2office Limited @ @ @

esp2oifice

Directors’ Report

The Directors present their report and the audited financial statements of the Company for the year
ended 31 December 2007

Business review and principal actvities
The Company 1s a subsidiary of office2office plc The Company’s principal activity 1s the supply of
office and business products

The profit/(loss) for the year amounted to £27,000 (2006 loss of £156,000) with revenue of
£2,028.000 (2006 £2,102,000)

Dividends
The Directors do not propose a dividend (2006 MNil)

Future outlook
The Directors are confident that cost saving mitiatives, together with sales growth, will result in
further profit growth

Principal risks and uncertainties

The Directors consider that the principal nisks (including financial nisks) and uncertainties are
integrated with the principal risks of the office2office ple group ("the Group") and are not managed
separately The prncipal nisks and uncertainties of the office2office plc group, which include those
of the Company, are discussed within the “Financial Review” 1n the Annual Report and Accounts
of officeZoffice plc which does not form part of thus report

Key performance indicators (“KPIs»)

The Durectors of the Group manage the Group’s operatons on a consohdated basis For this
reason, the Company’s Directors 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 busmess of the Company The development, performance and position of the
Group, which mncludes the Company, 15 discussed within the “Financial Review” m the Annual
Report and Accounts of officeZoffice plc which does not form part of this report

Directors
The following Directors held office during the year -

D] Callear (appomted 1 February 2007, resigned 27 November 2007)
M A Cunningham (resigned 27 November 2007)

M J Goddard (appomnted 27 November 20(7)

S R Moate (appomted 27 November 2007)

R C Peck (resygned 1 February 2007)

Employee involvement

The Company has a policy of providing employees with mformanon through corporate newsletters
and regular meetings, which are held between management and employees to allow a free flow of
nformation and 1deas

The Company operates a variety of schemes to allow employees to participate directly in the success
of the busmess
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Directors’ Report

Equal opportunities

‘The Company 15 fully commutted to a policy that provides all employees with equahity of
opportunity, irrespective of background, for employment, traming, career development and
selection on the basss of ability, qualificatons and suitabiity for the job  Executive management,
managers and employees are requited to promote equality of opportunity and to take full account of
the policy in their day-to-day work The aim ts to recruit the best staff 1n the mdustry, and the
Company 1s commutted to the principle of maximising every employee’s potennial  In selecting,
training and promoting staff, the Company has to take account of the physically demanding nature
of much of 1ts work Employees who become disabled will be retained and re-tramned, where
possible

Environmental pohcy

The Company ensures that, in sausfying 1ts customers’ requirements, both the goods and services
supplied and its own housekeeping comply with legisiation and best practice The Company
conunually reviews 1ts environmental performance across the busmess The Group's corporate
social responsibility approach s set out in the Annual Report and Accounts of office2office plc,
which does not form part of this report

Donanons
No donattons were made to any chantable or pelitical organisation in the year (2006 mil)

Statement of directors’ responsibilities

Company law requires the Directors to prepare financral 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 peniod Under that law the Directors have prepared the Company financal statements in
accordance with International Financial Reporting Standards (IFRSs) as adopted by the European
Umion

In preparing those financral statements the Directors are required to

select suitable accounting policies and then apply them consistently,
make judgements and estimates that are reasonable and prudent,
state that the financial statements comply with IFRSs as adopted by the European Union, and

prepare the financial statements on the gong concern basis, unless 1t 1s mappropriate to
presume that the Company will continue 1in business

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

The Directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy and, at any time, the financial posinon of the Company and to enable them to ensure that
the financial statements comply with the Compames Act 1985 They are also responsible for
safeguarding the assets of the Company and, hence, for taking reasonable steps for the prevenuon
and detecuon of fraud and other irregulanties

Statement of disclosure of information to auditors

So far as the Directors are aware, there 15 no relevant audit informauon of which the Company’s
auditors are unaware, and they have taken all the steps that they ought to have taken as Directors m
order to make themselves aware of any relevant audit information and to establish that the
Company’s auditors are aware of that information
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Directors’ Report

Auditors

A resolution to re-appoint PricewaterhouseCoopers LLP as the Company’s auditors will be put to
the forthcoming Annual General Meeting

For and on behalf of the Board

G o v S

D Rodwell
Company Secretary

Dae 265 Ocdober 2005
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esp2office Limited

Report of the Independent Auditors

We have audited the financial statements of esp2office Limited for the year ended 31 December
2007 which comprise the Income Statement, the Balance Sheet, the Statement of Changes in
Shareholders’ Equity, the Cash Flow Statement and the related notes These financial statements
have been prepared under the accounting pohcies set out therein

Respective responsibilities of Directors and auditors

The Directors’ responsibilities for preparing the financial statements in accordance with applicable
law and Internanonal Financial Reporting Standards (IFRSs) as adopted by the European Union are
set out mn the Statement of Directors’ Responsibilites

Our responsibility 15 to audit the financial statements tn accordance with relevant legal and
regulatory requirements and International Standards on Auditing (UK and Ireland) Thus report,
mncluding the opinion, has been prepared for and only for the Company’s members as a body in
accordance with Section 235 of the Companies Act 1985 and for no other purpose  We do not, 1n
giving this opinion, accept or assume responsibility for any other purpose or to any other person to
whom this report 1s shown or 1nto whose hands 1t may come save where expressly agreed by our
prior consent in wrtng

We report to you our opinton as to whether the financal statements give a true and fair view and
whether the financial statements have been properly prepared in accordance with the Compantes
Act 1985 We also report to you whether 1 our opinion the information given mn the Directors’
Report 1s consistent with the financial statements

In addition we report to you if, in our opinion, the Company has not kept proper accounting
records, if we have not recerved all the information and explanations we require for our audit, or 1f
information specified by law regarding Directors’ remuneration and other transactions 1s not
disclosed

We read the Director’s Report and consider the implications for our report if we become aware of
any apparent nmusstatements within 1t

Basis of audtt opinion

We conducted our audir in accordance with International Standards on Auditng (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 mcludes an assessment of
the significant estumates 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 our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance
that the financial statements are free from maternial misstatement, whether caused by fraud or other
irregulanty or error In formuing our opinion we also evaluated the overall adequacy of the
presentauon of informauon 1n the financial staternents
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Report of the Independent Auditors

Opinion
In our opimion

e the financial statements gave a true and fair view, in accordance with IFRSs as adopted by
the European Union, of the state of the Company’s affairs as at 31 December 2007 and of
its profit and cash flows for the year then ended,

e the financial statements have been properly prepared 1n accordance with the Comparues
Act 1985, and

e the information given in the Directors’ Report 15 consistent with the financial statements

,;Waé,/omé?u Lr

ricewaterhouseCoopées LLP
Chartered Accountants and Registered Auditors
Norwich

Date 32 @CL;" 2007
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Income Statement
for the year ended 31 December 2007

2007 2006%*
Note £000 £000
Revenue 2,028 2,102
Cost of sales (1,264) (1,329)
Gross profit 764 773
Dustribution costs (224) (228)
Administrative expenses (514) (691)
Profit/ (loss) before income tax 3 26 (146)
Analysed as
Underlying profit/(loss) before income tax* 166 (128)
Share option charges 15 - (18)
Exceptional and non-recurning costs 4 (140) -
Profit/ (loss) before income tax 26 (146)
Income tax expense 7 1 {10)
Profit/(loss) for the year 27 (156}

* Profis before income tax, exceplronal and non-recurring costs and share option charges

*# Restated to reflect the disclasure of the analysis of underlying profit before tncame lax, share aption charges and excceptianal and non-recurring

costs

All amounts relate 1o CGntl.ﬂlllIlg OPCI'HUOIIS
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esp2office Limited

Balance Sheet
as at 31 December 2007

2007 20006
Note £000 £000
Assets
Non-current assets
Property, plant and equipment 8 - 23
Deferred income tax asset 9 20 19
20 43
Current assets
Trade and other receivables 10 - 4
Liahilities
Current habilities
Trade and other payables 11 (1,010) (1,063)
Net current habihties (1,010) (1,059)
Net liabilines (990) (1,017)
Equity
Capital and reserves attributable to equity holders of the Company
Ordinary shares 14 - -
Retaned earmings 16 {990) (1,017)
Total equity (990) (1,017

The financral statements compnsing the mcome statement, the balance sheet, the statement of changes in equuty and the

cash flow statement were approsed for 1ssue by the Board of Directors on 5 0 O q ] 0 &008

M ) Goddard
Darector

AN




esp2office Limited

000

~

N AN S

esp2office

Statement of Changes in Equity
for the year ended 31 December 2007

2007 2006

£000 £060

Profit for the year 27 (156)

Total recognised income for the year 27 (156)
Employee share options

- value of emplovee services - 17

- deferred tax on share options - ey

27 (140)

Balance at 1 January (1,017) (877)

Balance at 31 December (990) {1,017
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Cash Flow Statement
for the year ended 31 December 2007

2007 2006
Notes £000 L£000
Cash flows from operating activities
Cash generated from operations 17 - 24
Net cash generated from operating activities - 24
Cash flows from mvesting activites
Purchase of property, plant and equipment - (24)
Net cash used in mvesting activities - (24

Net movements 1n cash and cash equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

10
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Principal Accounting Policies
for the year ended 31 December 2007

Basis of preparation

The pnncapal accounting policies apphed in the preparation of these financial statements are et out below Lhese policies
have been consistently applied to all the years presented, unless otherwise stated

1 he financial statements of esp2office Limited ("the Company™) have been prepared n accordance with Internattonal

I mnancial Reporting Standards as adopted by the Luropean Union (IFRSs as adopted by the EU), IFRIC interpretations
and the Compantes Act 1985 applicable to companies reporting under IFRS  The financial statements have been prepased
under the histoncal cost convention

I he preparation of financal statements 1n conformuty with IFRS as adopted by the FU requires the use of certain enitical
accounting csttmates 1t also requires management to cxercise its judgement i the process of applying the Company’s
accounting policzes Lhe areas mvolving a higher degree of judgement or complexity, or areas where assumptions and
estunates are sigmificant to the financal statements, are disclosed 1n note 2

L 'he financal statements have been prepared on a going concern basss, which assumes that the Company will continue in
operational existence for the foreseeable future In respect of this officc2office ple and 1ts subsidianes have confirmed 1n
wrting that they are commuitted to provuding the necessary level of financial support for a penod of at least 12 months
from the date of approval of the Company’s financial statements for the year ended 31 December 2007

Standards, amendments and interpretations effective 1n 2007

s 1HRIC 8, Scope of 1FRS 2, requires consideration of transacuons mvolving the 1ssuance of equity mstruments,
where the wdentifiable consideration recerved 1 less than the fair value of the cquity instruments issued 1 order to
establish whether or not they fall within the scope of IFRS 2 This standard does not have any impact on the
Company's financal statements

. IFRS 7, “lnancial imstruments Disclosures’, and the complementary amendment to IAS 1, Presentation of financial
statemnents — Capital disclosures’, mtroduces new disclosures relating to financial mstruments and docs not have any
mmpact on the classificanon and valuaton of the Company’s financal instruments, or the disclosures relating to
taxatton and trade and other payables

+  Amendment to [FRS 1 “Furst tme adoption of [FRS” and [AS 27 “Consolidated and separate financial statements ™
L' he amendment allows first-time adopters of 11 RS to use a deemed cost of erther fair value or the carrying amount
under previous accounting practice to measure the inital cost of investments 101 subsidiaries, jomtly controlled
entrties and assoctates 1n the separate financial statements [he amendment also removes the definition of the cost
method from [AS 27 and replaces it with a requirement to present dividends as income m the separate financial
statements of the mvestor Lhis 1s not relevant to the Company as it has alreadv adopted IFRS

Standards and interpretanons to existing standards that are not yet effecuve and have not been early adopted

I'he following standards and interpretations to existing standards have been published that are mandatory for the

Company’s accountng periods beginmng on or after 1 January 2008 or later periods, but which the Company has not carly

adopted

» [FRS 8, ‘Operaung Segments’ This standard 1s effecttve for accounting periods beginning on or after 1 January 2009
and introduces new rules on the disclosure of operating results by business segment [ he new standard requires a
"managemecnt approach”, under which segment informanon 1s presented on the same basis as that used for mternal
reporting procedures 1he Company will apply IF RS 8 from 1 January 2009 1 he resultant impact 1s still boing
assessed by management, but 1t 15 not expected, based upon the preseat operations of the Company, that there wall
be any symficant impact

*  1AS 23, ‘Borrowing costs’ as revised This standard 15 effective for accounting periods beginming on or after 1 January
2009 1he mam change from the previous version 1 the removal of the opnon of immediately recogrusing as an
expense borrowing costs that relate to assets that take a substantial penod of ume to get ready for use or sale Lhe
impact of IAS 23 15 dependent upon the extent of qualifying expenditure from 1 July 2009 onwards and hence cannot
be quanufied at the moment

» ITRS 3, ‘Business combmations’ as revised  This standard 1s applicable 1o business combinations occurnng in
accountimg pertods beginmng on or after 1 Julv 2009 [his standard conunues to apply the acquisiion method to
business combinations, with some sigmificant changes bor example all pavments to purchase a business arc to be
recorded at fair value at the acquisiion date, with some connngent payments subsequently re-measured at fair value
through income Goodwill mav be calculated based on the parent’s share of net assets or 11 mav mclude goodwall
related to the munonty nterest All transaction costs wall be expensed

e IFRIC 11, I'RS 2 — Group and Treasury Share | ransactions’ 1FRIC 11 provsdes guidance on whether share-based
transactions involving teeasurv shares or involving group entiwes (for example, options over 2 parent's shares) should

11
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Principal Accounting Policies
for the year ended 31 December 2007

be accounted for as equity-settled or cash-settled share-based payment transactions 1 the stand-alone accounts of the
parent and group compames [he adoptien of IFRIC 11 will represent a change 1n accounting policy, and the
comparative figures in the finanaal statements for the year ended 3t December 2008 wall be adjusted accordmgly,
with a debit entry being recogrsed in the profit and loss reserve and a corresponding credit entry being recognised as
a capstal contnbution reserve

Standards and interpretations to existing standards that are not yet effective and not relevant for the Company’s
operations

T he following mterpretattons to existing standards have been published that are mandatory for the C ompany’s accounting
pertods begintung on or after 1 January 2008 or later pertods, but are not relevant for the Company’s operations

IFRIC 14, 1AS 19 — The hmit on a defined benefit asser, mnmum fundmng requirements and their interacnon’
{effccuve from 1 January 2008) [FRIC 14 provides guidance on assessing the limit in IAS 19, ‘Employec benefits’ on
the amount of the defined bencfit plan surplus that can be recognised as an asset It also explains how the pension
assct or liability mav be affceted by a statutory or contractual minimum funding requirement  1his standard does not
currently have any impact on the Company's financial statements

IFRIC 19, ‘Interim financial reporung and impairment’, prohibits the impatrment losses recogrised i an interim
peniod on goodwill and investments 10 cquuty instruments and in financial assets carned at cost to be reversed ata
subscquent balance sheet date  This standard does not currently have any impact on the Company's financal
statements

IFRIC 12, ‘Service Concession Arrangements’ IFRIC 12 applies to contractual arrangements wherchy a privare
sector operator participates in the devdopment, financing, operation and maintenance of mfrastructure for public
sector services, for example, under PHI contracts his 1s not relevant to the Company as 1t docs not enter into such
contracts

IFRIC 13, ‘Customer loyalty programmes’ 1FRIC 13 clanfies that where goods or services are sold together with a
customer loyalty incentive (for example, lovalty pomnts or free products), the arrangement 1s a multiple-element
arrangement and the constderanon recetvable from the customer should be allocated between the components of the
arrangement in proporton to thewr fair values Thus 15 not refevant to the Company as 1t does not operate, or have
plans to opcrate, any such lovalty schemes

1AS 27, *Consolidated and separate financial statements’ as revised 1his standard requires the effects of all
transactions with non-controlling (minonty) interests 1o be recorded tn equuty 1f there 15 no change 1 control [hey
will niex longer result n goodwill or gains and losses  [his standard also spectfics the accounting when control 15 lost
Any remaming interest 0 the entiey 15 re-measured 1o fair value and a gain or loss 15 recognied 1n profit or loss [his
15 not relevant to the Company as it does not currently have any non-controlling mrterests

TFRIC 15 “ Agreements for construction of real estates ™ 1 he interpretation clanfics which standard should be
applied to particular transacuons pertaming to construction of real estares has 1s not relevant 1o the Company as it
docs not have such transactions

IFRIC 16 “Hedges of a net mvestment in a foreign operation ™ The interpretation provides clanfication as to the
treatment of nct mvestment hedging 1n a forelgn operanon This 1s not relevant 1o the Company as 1t docs not have
such operations

Amcndment to TAS 39 “Iinancial Instruments Recogmition and measurement™ on cligable hedged items  The
amendment introduces two significant changes It prohibats designanng inflanon as a hedgeable component of a fixed
rate debt [t also prohibits including ume value i the one-siled hedged nisk when designating options as hedges This
15 not rddevant 1o the Company as 1t does not have such transacuons

Amendment to IFRS 2 “Share based pavments ™ The amendment considers vesting condiiens and cancellations It
clanifies that vesting conditions are service condittons and performance condinons only Other featurcs of share-
based payment are not vesting conditions As such these features would need to be included in the grant date fair
value for transactions with cmplovees and others providmg simular services, that 1s, these features would not impact
the number of awards expected to vest or valuation thereof subsequent to grant date It also specifies that all
cancellations, whether by the entity or by other parties, should receive the same accounung treatment  1he impact
on the ( ompany 1n respect of this is yet to be determined

Revised [AS 1 “Presentation of financial statements ™ The new standard wall prohibae the presentation of wems of
mcome and expenses (that 13, ‘non-owner changes 10 equity’) 1n the statement of changes m equity, requining ‘non-
owner changes 1 equity’ to be presented scparately from owner changes 1 equity All non-owner changes mn equiey
will be required to be shown 1n a performance statement but entities can choose whethr to present one performancc
statement (the staternent of comprehensive incomd) or two statements (the income statement and statement of
comprehensive income) 1he revised [AS 1 also states that entines making restatements or reclassifications of
comparatve informanon wdl be rquired to present a restated balance sheet as at the beginnmg, of the comparative
penod m addition to the current requirement ro present balance sheets at the end of the current pertod and
comparative peried The impact on the Companv in respect of this 1s vet to be determined

12
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Principal Accounting Policies
for the year ended 31 December 2007

Changes 1n accounting policy - exceptional and non-recurnng costs

Dunng the peniod, the Company has adopted an accounting policy m respect of the classification of exceptional and non-
recurnng costs The effect of this change 1n accounting policy was that £140,000 (2006 £Ni) of admimustrative expenses
were classified as ‘exceptional and non-recurning costs” and presented separately on the face of the income statement.
There 15 no effect on profit or net assets for the peniod presented There was no effect on comparative amounts

Excepuonal and non-recurmng costs are those sigmficant stems whuch are separately disclosed by virtue of their size or
mcidence to enable a full understanding of the Company’s financial performance Transacnons which may give nse to

exceptional and non-recurnng costs are pnincipally restructuning related costs and cosis in respect of key management

changes

Revenue

Revenue compnses the fair value of sales to external customers, exclusive of VAT Revenue 1s stated after deducting
rebates, returns and other similar discounts  Revenue 1s recogrused when the sigmificant risks and rewards of ownership
are transferred to a customer, which occurs on delivery of goods

Segment reporting

A business segment 15 a group of assets and operanons engaged m providing products or services that are subject to nsks
and retumns that are different from those of other busmness segments A geographical segment 1s engaged in providing
products or services withun a particular economic environment that are subject to nsks and retums that are different from
those operatng 1n other economic environments

Based on nsks and retumns the Directors consider that the pamary reporting format 1s by business segment The Directors
consider that there 15 only one business segment, being the supplv of office and business products Therefore the
disclosures for the primary segment have already been given in the financial statements The secondary reporting format 1s
by geographical analysts by ongin and desination The Company operates in the United Kingdom only

Foreign currency translation

Foreign currency transactions are imnally recorded at the exchange rate ruling at the date of the ransacuon Foreign
exchange gams and losses resulting from the settlement of such transactoons and from the translation at peniod end rates
of exchange are recogmised in the income statemnent

Impairment of assets

Assets that are subject to amortsation or deprecianon are reviewed for mmparment whenever events or changes m
circumstances mdicate that the carrying amount may not be recoverable An impatrment toss is recogmsed i the mcome
staternent for the amount by which the asset’s carrying amount exceeds 1ts recoverable amount For the purposes of
assessing umpairment, assets are grouped at the lowest levels for which there are separately 1dentifiable cash flows (cash-
generating units)

The recoverable amount 1s the lugher of an asset’s fair value less costs to sell and value 1n use In assessing value 1n use,
the estmated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the ame value of money and the nsks specific to the asset

In respect of assets other than goodwilt, an unpairment loss 1s reversed if there has been a change in the estumates used to
determune the recoverable amount An mparment loss 1s reversed only to the extent that the asset’s carrying amount
does not exceed the carrying amount that would have been determuned, net of depreciation or amortusaton, if no
umpatrment loss had been recogrused Imparment losses m respect of goodwill are not reversed

13
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Principal Accounting Policies
for the year ended 31 December 2007

Property, plant and equipment

Property, plant and equipment 1s stated at lustoncal cost less accumulated depreciation and any accumulated imparrment
losses Historical costs include expenditure that 1s directly attnibutable to the acquisiion of the ttems The assets’ restdual
values and useful lives are reviewed annually for umpairment, and adjusted as appropniate  Depreciatton commences 1
the month that the assets are fully installed and commssioned and 1s provided on a straight line basis at rates calculated to
write off the cost, less estmated residual value, of each asset over 1ts expected useful hfe, as follows

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

Operating leases

Leases i which a significant propornion of the risks and rewards of ownership are retamed by the lessor are classified as
operating leases Rentals payable under operating leases are charged to the income statement on a straight-line basis over
the term of the lease

Cash and cash equivalents

Cash and cash equivalents compnse cash n hand and deposits with banks that have a matunty of three months or less
from the date of inception

Retrement benefit costs

The Company makes contributions to a group personal pension scheme and employee personal pension schemes The
costs are charged to the income statement mn the penod to which they relate

Share-based compensation

The office2office plc group ("the Group"), of which the Company 15 2 subsidiary, operates a number of share based
compensation schemes including a SAYE scheme which 15 open to all employees The fair value of the employee services
received in exchange for the grant of cptions (approxumated by reference to the far value of the optien granted) is
recognised as an expense The far value of the opnon i1s measured at grant date and spread over the vestng period
through the mcome statement with a corresponding mncrease m equity  The fair value of the share optons and awards are
measured using an option-pricing model taking mnto account the terms and conditons of the mdividual schemes The fair
value of options awarded under schemes with market based performance condinens 15 estimated usmg a Monte-Carlo
model The fair value of options awarded under schemes with non-market based performance conditions 1s estumated
using a Black-Scholes model

The Company makes charges to the mcome statement for any potenual employer’s National Insurance habihity on opons
granted, based on the Company’s best estmate of the fair value of the opuons granted at the balance sheet date and
spread over the vesting penod of the option

The fair value of the options granted under rhe vanous schemes has been accounted for in the Group's financial
statements These amounts are recharged to Group compames through the inter-company accounts m both current and
Pnor years

At each balance sheet date, the Company revises 1t's esumate of the number of options that are going to vest The
Company recogmises the impact of ay rewvision to ongmal estmates, if any, m the come statement, with a
corresponding adjustment 1o equity The proceeds on exercise of optons, net of any directly artributable transaction
costs, are credited to share capital and share premuum

14
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Principal Accounting Policies
for the year ended 31 December 2007

Current and deferred income tax

The tax charge for the penod compnses both current and deferred tax Tax 15 recogmised in the ;ncome statement except
to the extent that 1t relates to tems recogrused direcdy m equity, m whach case 1t 15 recogntsed m equity

Current tax 15 the expected rax payable on the taxable income for the penod and any adjustment to tax payable mn respect
of previous penods

Deferred tax 1s provided mn full using the balance sheet habihty method on temporary differences between the tax bases of
assets and habilines and their carrying value for accounting purposes

Deferred tax 1s determuned on a non-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 1s realised or deferred tax
liabihty 15 setded

Deferred tax 15 provided on temporary differences ansing on investments m subsidianes, except where the timung of the
reversal of the temporary difference 1s controlled by the Company and 1t ts probable that the temporary difference will not

reverse 1n the foreseeable future

Where the mtnnsic value of a share option exceeds the fair value, the corresponding deferred tax on the excess 1s
recognised directly 1o equury

A deferred tax asset 1s recogmsed only to the extent that it 1s probable that sufficient taxable profit will be avalable 1o
utilise the temporary difference

Fmancial instruments

Fmancial assets and financial habilities are recogmsed on the Company's balance sheet when the Company becomes a
partv to the contractual provisions of the instrument

Financial habihties and equity instruments Financial habilities and equity instruments are classified according to the
substance of the contractual arrangements entered mto  An equity mstrument 1s any contract that gives a residual interest

n the assets of the Company after deducting all of its Labiltues

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

Dividends

Distabuttons to equity holders are disclosed as a component of the movement 1n shareholders' equty A hability 1s
recorded for a final diidend when the dividend 1s approved by the Company's shareholders Intenm dividends are
recogmised 1n the penod they are pad

Use of non-gaap profit measures

The Duectors believe that the use of undedying profit before mcome tax provides a clearer understanding of the
performance of the Company

Undedyng profit 1s calculated as follows

2007 2000
£000 Louo
Profit before mecome tax 26 (146)
Less
Share option charges - 18
Exceptional and non-recurnng costs 140 -
Underdying profit before income tax 166 (128)
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for the year ended 31 December 2007

1. Financial risk management

The Company’s activities expose 1t 1o a vartety of financial nsks market nsk (including currency nsk and interest rate nsk),
credit nsk and hquidity nsk The Company’s overall nsk management programme focuses on the unpredictability of
financial markets and seeks to mumrmise potential adverse effects on the Company’s financial performance

(a) Market nisk

Interest rate nsk

The Company has no interest-beaning assets or borrowings and as such has Limuted sensiivity to movements in mterest
rates

(b) Credit risk

Credit risk 1s managed on a Group basis  Credit risk anses from transactions with third party customers

Internally, customers are rated according to financial position, lustory of trading and other factors Individual credit hunits
are based on internal and external ratings, 1 accordance with limuts set by the Board The utiisauon of credat honuts 1s
regularly momtored

() Liqudity sk

Prudent hqudity nsk management implies mamtaining sufficient cash and marketable securibes and the availabilny of
funding through an adequate amount of commutted credit facthties Liqudity nsk 1s managed on a group basis

The table below analyses the Company’s financial habilites which wall be settled on a net basis into relevant marmnty
groupings based on the remamung period at the balance sheet to the contractual matuntty date

At 31 December 2007 Less than 1 Between 1 Berween 2 Over 5
year and 2 years and 5 years years
Trade and other payables 1,010 - - -
At 31 December 2006 Less than 1 Between 1 Between 2 Over 5
year and 2 years and 5 vears years
Trade and other payables 1,063 - - -

The objectives and policies on the use of financial mstruments, including denvatives, can be found wathin the “Financial

Review” i the Annual Report and Accounts of office2office ple under the heading ‘Financial risks and tweasury policies’,
which do not form part of thus report  Amounts dealt wath 1n the remander of this note exclude short-term debtors and
creditors

Fair values of financial instruments

The fair value of financial assets and hiabiihes 1s not materally different to thew book value due to the short term matunty
of the mstruments

Currency exposure and hedges

The Company did not have a matenial profit and loss account exposure to foreign exchange gans or losses on monetary
assets ang Liabiines denommated i foreign currencies at 31 December 2007 and has not used any mstruments to hedge
foreign currency transactons

Embedded denvatives

Management have undertaken a review of the Company for embedded denvauves and none were found (2006 ml)
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Notes to the Financial Statements
for the year ended 31 December 2007

1. Financial nsk management (continued)

Capatal nsk management

Capital nsk management 1s managed on a group basis The Group’s policy 1 to mamtain a strong captal base, defined as
facihties plus total shareholder’s equity, so as to mantam nvestor, creditor and market confidence and to sustan future
development of the business Withun this overall policy, the Group secks to mantam an optimum capital structure by a
muxture. of debt and retamed earnings Funding needs are reviewed penodically and also cach nme a sigmificant acquisiion
1s made A number of factors are considered which include the ner debt/EBIDA rane, future funding necds (usually
potential acquisitons) and Group banking arrangements  [here were no changes to the Group’ approach to capatal
management durning the vear

The prmary source of funding for the Group 1» bank borrowings

2. Cntcal accounting estimates and judgements

Estimatcs and judgements are conbinually evaluated and arc based on historical expenience and other factors, including
expeetatons of future cvents that are behieved to be reasonable under the circumstances

lhe Company makes estimates and assumptions concerming the future The resulting accountng estimates will, by
defimuon, seldom wyual the rdated actual results The estimates and assumptions that have a ugmficant nok of caumng 2
matenal adjustment to the carrving amount~ of assets and habilines within the next finatncial year are discussed below

Income tax

I'he Company 15 subject to mcome tax in the United Kingdom  Sigmificant judgement 15 required 1n determiming the
provision for income tax  There are many transactions and calculatons for which the ultmate tax determmnation s
uncertun durmg the ordman course of busmess Where the final tax outcome of these matters 1 different from the
amounts that werc inmally recorded, such difforances will impact the income tax and deferred 1ax provisions 1 the penod
1 which such detcrmination 1s made

Assets and liabilities

The preparation of the financial statements requires management to make judgements, estimates and assumpnons that
affect the application of policies and reported amounts of assets and labihues, income and expenses The esumates and
assoctated assumpuons are based on histoncal expenence and vanous other factors that are belicved o be reasonable
under the ercumstances, the results of which form the basis of making judgements about carrving values of assets and
liabnlittes that are not readily apparent from other sources Actual results may differ from these estimates

3. Expenses by nature

2007 2006
£000 FALVY
Inventones expunsed 1,264 1,329
Fmployce benefit expense {note 5a) 437 517
Bepreciauon of tangible fixed assets
- owned 23 8
Iuxeepoional and non-recurning costs {note 4) 140 -
Operating lease payments
- plant and machinery 12 17
Other operaung costs 126 377
Total cost of sales, distnbution costs and administiratve expenses 2,002 2,248
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4. Exceptional and non-recurring costs

The amounts recogmsed as exceptional and non-recurnng costs are as follows

2007 2006
£000 £000
Compensation payments and executive recnutment costs 140 N

Compensanon payments relate to amounts pad to ex-employees of the Company These costs are considered to be

exceptional m nature and not reflecuve of the undedying operating performance of the Company

5a Employee benefit expense

2007 2006

£000 4,000

Wages and salanes 382 438
Social secunty costs 42 50
Pension costs 13 11
Share opuons granted 1o Directors and employees - 8
437 517

None of the Directors or key management recerved any remunerauon from the Company but were remunerated by other

office2office plc Group companies for their services to the Group as a whole, as disclosed 1n the Group’s consolidated

financial staternents

No recharge for any of thar services was made o the Company and 1t 1s not pracucable to apporton theur total

remuneration for these services

Two Directors are members of defined contnbution pension schemes (2006 two)

5b Average number of people employed

2007 2006
No No
Average number of people (including Directors) employed
Sales and markenng 9 17
6. Auditor remuneration
Sences provided by the Company’s auditor and 1ts associates
Dunng the vear the Company obtained the following services from the Companv’s auditor and 1ts associates
2007 2606
£000 £000
Fees payable to Company’s auditor for the audst of the Company 3 3
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7. Income tax expense

2007 2006
£000 4000
Current tax
United Kingdom corporation tax at 30% (2006 30%) - -
Deferred tax
Ongmation and reversal of umuing differences (see Note 9) 2 {10)
Impact of change 1 United Kingdom tax rate 1) -
1 -
1 (10}
Tax on 1tems charged to equity
2007 2006
£000 £000
Deferred tax charge on share options (see Note 9) - (1)

Factors affecting tax charge for the year

The Company tax charge for the year differs from the standard rate of corporation tax of 30% The differences are

explamed below

2007 2006

£000 £000
Profit/ (loss) before income tax 26 (146)
Income tax at the standard rate of UK corporauon tax of 30% (2006 30%) 8 {44y
Tax effects (at 30%) of
Expenses not deducuble 3 -
Other permanent differences 2 -
Group relief without charge - 54
Losses brought forward not previously recogmsed (13) -
Impact of change 1n United Kingdom tax rate (1 -
Total tax charge for the year (0 10
8. Property, plant and equipment

Short leasehold
land & Plant & Office
buildings machinen, equipment Total

2007 £000 £000 £000 £000
Cost
As at 1 Januarv 2007 17 10 75 102
Transfers 10 - (10} -
As at 31 December 2007 27 - 65 102
Accumulated depreciation
As at 1 January 2007 (16) ] (53 7%
Charge for the year (in - (12) (23)
As at 31 December 2007 27 (10 {65) (102)

Net book value
As at 31 December 2007 -
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8. Property, plant and equipment (continued)

Short leasehold

land & Plant & Office

buildings machinery equipment Total
2006 £000 £000 £000 £000
Cost
As at 1 January 2006 17 10 51 78
Additions at cost - - 24 24
As at 31 December 2006 17 10 75 102
Accumulated depreciation
As at 1 January 2006 12 {10) 49 @D
Charge for the year 4y RO) (8)
As at 31 December 2006 (16) {10) (53) ()]
Net book value
As at 31 December 2006 1 - 22 23

9 Deferred income tax asset

The deferred mcome tax asset recogrused 1 the financial statements 1s as follows

2007 2006

£000 L8900
Tax effect of nmung differences
Depreciation over tax allowances 11 9
Ununbsed losses 9 10
At 31 December 20 19
At 1 January 19 30
Credited/ {charged) to the mcome statement 2 (10)
Charged 10 the mcome statement - tax rate change n -
Credited 10 equuty (Note 7) - ()
At 31 December 20 19

Deferred mncome tax assets and Labihues are only offset where there 15 a legally enforceable nght to offset and there 1s an
mntention to settle the balances net.

Duning the year, as a result of changes m UK Corporauon Tax rates which were effecnve from 1 Apnl 2008, deferred tax
balances have been remeasured

Deferred tax relaung to urung differences which are expected to reverse before 1 Apnl 2008 15 measured at 30% and
deferred tax relatung to nming differences which are expected to reverse after 1 Apnl 2008 are measured at 28%

The deferred income tax asset 1s esumated to be recoverable as follows

2007 2006
£000 L0006

Deferred tax assets
- to be recovered after more than 1 year 17 9
- to be recovered within 1 year 3 10
20 19

Deferred income tax assets and liabiliies are only offset where there 15 a legally enforceable nght to offset and there 15 an
mntenuon to settle the balances net.
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for the year ended 31 December 2007

9. Deferred income tax asset (continued)

The movements in deferred tax assets during the penod are showm below

Deferred income tax assets Deprecianon
over tax Unuotihsed
allowances losses Total
£000 £000 £000
At 1 January 2007 9 10 19
Credited /(charged } to ncome statement 3 (1 2
Credited /{charged ) to income statement - tax rate change )] - )
At 31 December 2007 11 9 20
10. Trade and other receivables
2007 2006
£000 £000
Prepayments and accrued mcome - 4
All of the above amounts are due within one year
There 1s no difference between the amounts disclosed above and their far values
The carrying amounts of trade and other recervables are denormnated tn Steding
11. Trade and other payables
2007 2000
£000 £000
Accrued expenses and deferred imncome (18) (39
Payables to related parties (992) (1,029
(,010) (1,06)
12. Operaung lease commitments
Other
2007 2006
£000 4000
Commutments under non-cancellable operating leases expinng
Withun one year - 6
Between two and five years - 3
- 9
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13. Reurement benefits

The Company contnbutes to a group personal pension arrangement and to employees' own personal pension
arrangements In the year the contnbution due was £13,000 (2006 £11,000)

14 Share capital

2007 2006
Authorised No £ No £
Ordinary shares of £1 each 1,000 1,000 1,000 1,000 i
|
2007 2006 !
Allotted, called up and fully pasd No £ No £
Ordinary shares of £1 each 1 1 1 1
15. Optons over the shares of the ultimate parent undertaking
EXCICRSB
Number Number Number Number Number pace per Exercisable Expiry
1]Jan 07 granted  exercised lapsed 31 Dec 07 share from date
SAYE scheme
Date pranted
October 2004 (3yr) 3,312 - - - 3,312 171 ép 011207 310508
October 2005 (3yz) 1,666 . . (1,666) - 224 4p 111108 110509
October 2005 (5y1) 1,434 . ; (1,434) . 224 4p 11110 110511
6,412 N N (3.100) 3312
At 31 December 2007 there were 2 members of the Save-As-You-Eam (SAYE) scheme, wath average holdings of 1,656
shares
The SAYE scheme was first ntroduced on October 2004 and a second mvitation was made m 2005 The exercise puce
was at 20% discount of the closing mid-market price on date of mvitation for both years The schemes have either a three
or five year vesung penod
The exerase pace of the granted optons 1s equal to the market prce at the date of grant which has been discounted to
reflect the benefit granted to the employee
The IFRS 2 and associated national insurance costs, before tax, incurred in relation to the above schemes were as follows
2007 2007 2006 2006
IFRS2 NI 1FRS2 NI
£000 £000 Lo £000
Senior managers scheme
Date granted
October 2004 - - 16 1
SAYE scheme
Date granted
Ocwber 2004 (3yr) - - 1
Qctober 2005 (3yr) - - -
October 2005 (5yo) - - .
- - 17 1
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15 Options over the shares of che ultimate parent undertaking (continued)

The following valuatton assumptions have been apphed

2007 2006
SAYE 3 year scheme — Oct 2004 option valuc information
Fair value per opunon* f061 £061
Valuation assumptions
Expected option term 3 25 years 3 25 years
Expected volatlity 30 2% 30 2%
Expected dividend yreld 3% 39%
Risk free interest rate 4 69% 4 69%
* Esumated using Black-Scholes option pricing method
Expected volatlity was deterruned by reference to tustonc share pnce information of sumilar comparues
16. Reserves
Retamned
earnings
£000
Balance at 1 Janvary 2006 (877)
Profit for the year (156)
Emplovee share options
- value of employee services 17
- deferred tax on share options e8]
Balance at 31 December 2006 (1,017)
Profit for the year 27
Balance at 31 December 2007 (990)
17 Cash generated from operations
2007 2006
£000 £000
Profit before income tax 26 {(150)
Adjustments for
Depreciation charge 23 8
Decrease m trade and other recevables 4 6
Decrease m trade payables and provisions (53 139
Total net cash inflow from operanons - 3

18 Capital commitments

There are no amounts contracted for but not provided in the financial statements (2006 ml)
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19. Related parties
esp2office Linuted 15 a subsidiary of office2office (UK) ple, which 15 a subsidrary of officeZoffice plc

Related party transactions made during the year, relate to cash transferred/recerved between subsidiary companues of
officeZoffice (UK) plc with no uerest charges

As at the year end, the following balances were due from subsidiary compames of officeZoftice (UK) ple

2007 2006
£000 £000
Banner Business Supphes Lid 992 1,029
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