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Delivering managed procurement and business critical services

Preliminary results: Year to 31 December 2008
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©80O®  Highlights
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WE HAVE.:-
» Delivered on market expectation
» Stabilised our core business post MoD
e Restructured and reduced the cost base
 Completed 2 acquisitions, established 1 partnership
 Manageable net debt with significant headroom
« Started the transformation into a business services company

« Two areas of activity: managed procurement and business critical services
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222 £40m pa - Retentions and new business wins since year end

NHS Supply Chain m

Ministry of

JUSTICE

s

@ BARCLAYS

 NHS Supply Chain
— Retained for four years from 1 April 2009
— 020 largest customer

e The Ministry of Justice
— Significant new business win
— Prisons, probation, courts
— 750 locations across England and Wales

« Barclays Bank
— Retention announced 4th Feb 2009

— Landmark agreement marks shift to fee
based managed procurement
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» Improved results for 2008 in line with our expectations
» Group revenue increased by 7.8% to £181.0m (2007: £167.9m)
» Underlying profit before tax was £12.1m (2007: £11.6m)

 Board recommends a final dividend of 7.5p per share (2007: 6.8p) making a total
dividend per share of 11.0p (2007: 10.0p)

* Unprecedented cost price inflation fuelled by the rise in cost of oil, paper pulp and steel -
recent deflation offset by the impact of a weaker sterling

* Group gross margin 31.4% (2007: 31.9%)
— Banner gross margin 29.9% (2007: 31.1%) impacted by cost price inflation

— Acquisitions have been accretive to gross margins

* Net indebtedness £29.7m, reduced by £1.2m (Interims 2008: £30.9m)
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222 Income Statement

Revenue 1810 +7.8% 167.9
Gross margin % 31.4% 31.9%
Underlying profit before finance costs and income tax* 135 +154% 11.7
Finance costs (1.4) 0.1)
Underlying profit before income tax 12.1 +43% 11.6
Share option costs 0.1) 0.3)
Restructuring / non-recurring items (1.8) (2.3)
Amortisation (0.6) 0.0
Profit before tax ("statutory”) 9.6 +6.7% 9.0

*Underlying profit before finance costs and income tax, exceptional and non recurring costs, amortisation and share option expense

2008 2007
Analysis of revenue: £'m £'m
Banner, f20 & Alpha 149.9 149.8
MoD 0.0 18.1
AccessPlus 25.2 0.0
Accord 5.9 0.0

181.0 167.9

Charge for 7 months only
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©®B80O® Balance Sheet
o9

2008 analysis

Banner,
f20 AccessPlus

and Alpha & Accord
£'m £'m

Non-Current Assets

Intangible assets 56.2 13.6 Includes £5.1m customer relationships, £3.7m brands
Plant and equipment 2.6 1.7 1.3 1.3
Deferred tax 1.2 1.3
60.0 16.6
Current Assets
Stock 8.4 6.5 7.6 0.8
Debtors 26.7 20.0 19.3 7.4
Cash* 2.7 7.0 1.7 1.0
37.8 33.5
Creditors <1 year (42.0) (30.9) (31.2) (10.9)
Bank overdrafts and finance leases <1 year* (7.0) (0.2) (5.4) (1.6)
Term loan and finance leases >1 year* (25.4) 0.4) (0.4) (25.0)
Provisions (3.2) a.7
Net Assets 20.2 16.9
Stock Days 32 27 37 17
Debtor Days 37 32 36 40
Creditor Days 77 69 74 85
*Net debt / cash (29.7) 6.4
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®@8E Cash Flow Statement
oD

Operating profit

pre share option costs, amortisation
and non-recurring / restructuring costs

Non-recurring / restructuring costs (1.8) (2.3)

Depreciation 0.9 0.8

Working capital movement (7.0) (1.8) incl £5.3m injected into the acquisitions

Cash generated from operations 5.6 8.4

Finance costs (1.4) (0.2) incl £1.3m related to the acquisitions

Tax paid (2.0) (2.9

Net cash from operating activities 2.2 5.4 without the acquisitions £8.8m would have
been generated from operating activities in 2008

Increase in finance leases (0.2) 0.0

Purchase of property, plant and equipment 0.3) (0.2)

Acquisitions (34.1) 0.0

Purchase of shares by employee benefit trust 0.0 (2.0)

Dividends (3.7) (3.4)

Net (decrease) / increase in cash (36.1) 0.8

Net cash at 1 January * 6.4 5.6 * incl finance leases

Net (debt) / cash at 31 December* (29.7) 6.4 * incl finance leases
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(0]2]0] Committed facilities
oD

o £25m term loan with interest at 1.1% over LIBOR
e First term loan repayment of £2.5m not due until April 2010

« Up to £20m invoice discounting facility with interest at 0.9% over bank base
rate

« Significant headroom with the financial covenants being:-

Net debt/EBITDA < 3.25:1 (Actual: 2:1)
EBITDA/Interest cover > 5:1 (Actual: 12:1)
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838 Strategic landscape

DY A market opportunity of £70bn pa

[ Office & desk accessories
4%

@ Presentation & planning
3%

 The UK market for stationery products has grown overall
by 19% since 2002.

— Large “contract” (formal supply arrangement) segment is
expected to remain under pressure, making growth hard to
achieve

@ Office furniture
14%

ercial envelopes
6%

— Non-contracted, less formal market addressed by the dealers
and represents an opportunity

F'Books and pads
2%

— Certain specialist product and service niches are showing
stronger growth than the more traditional stationery products S e P riing & arapmi suppiies 2 CUtOfice paper

 Document management, BPO, interiors management,
furniture represent an opportunity

— Total BPO and UK print market value £63bn, of which:-
e printonly £14.6bn

£9bn

Product

« addressable market £9bn (exc. Commodity newspaper, Dmcn:::f‘::::::f';eview
ackagin Administrative Costs
Y ging
) ) ) Warehousing/Archiving
» currently £2.5bn is outsourced through third parties Fulfillment/Distribution

Inventory Obsolescence

source: MBD — The UK Stationery Distribution Market Development 2007
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838 Strategic objectives 2008

@@®@® anaged procurement and business critical services

 Maintain our market leading position in the large public and ‘
corporate sector by:- ﬂﬂ:>
— Winning and retaining contracts Q

— Develop and expand the managed procurement model
— Robustly defend our margins

e Build our position in the small to medium enterprise sector
through acquisition and consolidation ﬂD:>
— Broaden our spread of customers
— Leverage group scale and supply chain
— Higher gross margins

« Acquire and develop a range of complementary services to add

value accessplus
— BPO and document management presents significant added value S elesReties comeny
and margins ﬂﬂ:>
— Document destruction identified as a key differentiator and growth A document
opportunity b({ services

— Cross sell to build a strategic supplier position to all our customers
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335 020: Group operating structure

SoD Managed procurement and business critical services

000
0J 210
000

office2office
Group
Finance
IT/HR

Managed Procurement Supply Chain Services

® Merchandising

n accessplus
. . I—Og|St|CS an office2office company
(X X ) “ Warehouse ‘l
Pick & Pack SH RED
:CCOR.D Distribution 7,‘ gg:“,‘i::':;“t E As‘,m
On- site services <

nnnnnn

office products plus
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Banner Business Services
Managed Procurement — Large Contract Market

e Banner Business Services is a market leader and has
demonstrated resilience by adding and retaining
contracts

« Underlying trading (excluding MoD) broadly flat -
modest increase in revenue +2.6%

« Challenging economic conditions, including
unprecedented cost inflation and weaker sterling

— Margins robustly defended, but contractual “lag”

 Re-positioned as a provider of added value services

— New name, new branding - whilst retaining the strength of
the trusted “Banner” name

e 2009 focus
— Selling BPO and shredding services to Banner customers
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Accord
Managed Procurement — Mid Market Sector

e Accord acquired in June 2008
— Widens customer base in the SME sector
— Smaller customers typically spending <€250k pa
— Higher gross margins

* Previous 020 brands, Alpha, esp2office and first2office
integrated under single management

— Largest non-contract dealer in UK (£26m pa)

« SME market remains an opportunity for 020

— Fragmentation and economic climate presents bolt on
opportunities and challenges

» Delivered synergies

= Product range consolidation
= Purchasing scale from Group
= Warehouse and distribution through 020 supply chain
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AccessPlus access P I us

Business Critical Services — Business Communication

an office2office company

e AccessPlus acquired in May 2008
— Provides innovative business process outsourcing (BPO)
communication and print management solutions
e BPO (67% of revenue) growth year on year

— Print management (25% of revenue) decline as companies
reduce ‘discretionary’ spend +

— Business forms (8% of revenue) flat

» Delivered synergies benefit 2009
= Closure of Leeds and Southampton warehouses
= Group leverage on paper volume delivering improved margins
= Group functions integrated, eliminated duplicated back office

= Reversed i20 (020 previous print management brand) into T
AccessPlus) |

= Integrating warehouse, pick & pack and distribution into 020 #$ % & #1051
supply chain !
 Management team refocused on accountability, growth
and efficiency

mmm 2008 —e— 2007

Note: Gross margin mix change 2007 vs. 2008
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Banner Document Services

Business Critical Services — Secure Document Destruction '£

document
services

banner

 Banner Document Services is the newly formed
partnership

Owned 60% by 020 and 40% by Shred Easy
Option to acquire Shred Easy

Profitable from Day 1

e Currently rolling out national service within public
sector

 Fast growing and profitable sector

 Launched fleet of urban shredders, amongst the most

Total market estimate £300m pa, of which ‘onsite’ is
c£100m* predicted to double within 5 years

Two major onsite players (Shred-it & PHS, both
c£20m)

Increasing demand for secure, on-site document
destruction, driven by new legislation

Balance of market is plethora of local operators —
opportunity to build leading position

advanced mobile shredding vehicles in the UK

e Closed loop recycling helps customers meet
environmental targets

* Source: Management estimates

%! : -

Z

banner

document
services

Supply recycled
paper
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o2o0 Integrated Supply Chain
Merchandising, Logistics, Warehouse,

Pick & Pack, Distribution and On-site Services

Supply chain now encompasses ‘end to end’ — procurement, warehouse,
pick & pack and direct distribution under a single management
organisation

*  Procurement team focused on:
— Mitigating impact of inflation
— Impact of weak sterling on cost prices
 Warehousing & distribution delivered further efficiencies
— Greater control over variable overheads
— Reduced like for like costs by 0.6% to 12.3%

» Initiatives successfully trialled in 2008, and being rolled out across all
Group operations

— National “track and trace” via ‘digital pen’ technology
— Live online visibility of order progress and POD

— Sophisticated route planning technology

« Strategic review of fixed costs underway

170 delivery vehicles
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Outlook for 2009

 Government spending 38% GDP, predicted to increase

e Banner brand is trusted in public and corporate sector
— Showing resilience to economic downturn

* Recent new wins and retentions helping to offset impact of economic downturn
— SME sector volume pressures expected to continue

* Business failures at the bottom end of the market will present consolidation
opportunities

 Group contracted income is affording some protection

 BPO will add value to our customers as outsourcing is a route to customer savings
« Additional efficiencies and opportunities to mitigate impact of downturn identified

e Adding value through BPO and shredding - key driver
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Summary

» Good results given a difficult trading backdrop
« Transforming into a business services company
e Current trading resilient

» Benefits of new services and contract wins offsetting softness elsewhere
o Cash generation strong with net debt falling to £29.7m

o Committed borrowings facility through to 2013

* Business opportunity remains strong
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Thank You

Questions ?
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