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”office2office plc (o2o) is a very different company to that of three years ago. We have invested
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Revenue £207.6m £187.5m

Profit before tax £4.6m £8.1m

Basic earnings per share 12.1p 17.2p

Underlying profit before tax1 £11.2m £13.1m

Underlying earnings per share2 25.3p 27.1p

Net debt £31.4m £27.8m

Final dividend proposed

Total dividend for the year

2010 2009

2010 2009

£2.8m £2.8m
7.8p per share 7.8p per share

£4.1m £4.1m
11.4p per share 11.4p per share

1. Profit before tax, non-recurring costs of £5.3m (2009: £3.6m), £0.1m share option charges (2009: £0.4m), £0.2m negative goodwill (2009:
£nil) and amortisation of intangibles of £1.4m (2009: £1.0m) (refer to the Consolidated Income Statement on page 30).

2. Profit after tax (before the after tax effect of non-recurring costs, share option charges, negative goodwill and amortisation of intangibles)
divided by the weighted average number of Ordinary shares in issue (refer to note 11 to the financial statements).

Financial Highlights
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Results

Revenue increased to £207.6m (2009: £187.5m) reflecting
the beneficial impact of acquisitions during the year.
Underlying profit before tax fell by £1.9m to £11.2m (2009:
£13.1m) after a £1.5m (2009: £nil) contribution from those
acquisitions.

We incurred £5.3m (2009: £3.6m) of non-recurring costs,
£3.9m being directly attributable to the investment in TPF
(see corporate activity below) and its subsequent integration
with AccessPlus. The balance of £1.4m related to
restructuring elsewhere in the business.

Profit before tax was £4.6m (2009: £8.1m) and profit after
tax was £4.3m (2009: £6.3m). Basic and fully diluted earnings

Revenue increased to £207.6m (2009: £187.5m) reflecting the impact of acquisitions
primarily to expand our business critical services activity. Underlying profit before tax fell to
£11.2m from £13.1m, a shortfall driven by reduced public sector sales volume in our managed
procurement activity which was evident from June 2010 following the announcement of public
sector cutbacks (but has improved since the year end) and exacerbated by order intake shortfall
and delivery difficulties caused by the severe weather conditions at the close of the year. 

Over the last three years, we have taken measures to mitigate the Group’s reliance on sales of
office products to the public sector as part of the strategic plan which was initiated in 2007
following withdrawal from the MoD supply arrangement. In summary, we have changed our
business focus and have:

• extended the traditional office products business into higher value-added managed
procurement services;

• built two entirely new business critical services activities - managed communications and
document processing - both of which have good organic growth potential; 

• grown sales to the private sector which now accounts for almost two thirds of the sales mix;
and 

• rationalised recurring costs as a proportion of revenue.

Chairman’s Statement  
David Callear

per share were 12.1p (2009: 17.2p and 17.1p respectively).
Underlying earnings per share were 25.3p (2009: 27.1p).

Cash generated from operations and net debt

Cash generated from operations decreased by £6.7m to
£5.0m (2009: £11.7m). This reflected: 

� the £1.9m fall in underlying profit before tax; 

� the additional £1.7m non-recurring costs;  

� an additional £0.4m of other costs; coupled with 

� a £2.7m increase in working capital, in large part related to
the integration of TPF with AccessPlus, with £2.6m net
invested (2009: £0.1m net contraction). 
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Year-end net debt was £31.4m (2009: £27.8m), after the
following cash outflows: 

� expenditure on corporate activity (see below) of £1.4m
(2009: £nil);

� dividends paid to shareholders and minority interests of
£4.3m (2009: £4.0m); and

� interest paid, income tax paid and capital expenditure
totalling £2.9m (2009: £4.8m).

Had we not incurred the cash outflows associated with the
acquisitions (£1.4m) and the consequent non-recurring
integration costs (£3.9m), net debt would have fallen by
£5.3m to £26.1m.

Our borrowing facilities total £42.5m. These facilities, which
are committed until April 2013, comprise a term loan of
£22.5m and an invoice discounting arrangement of up to
£20.0m on which we are charged interest at 1.1% over LIBOR
and 0.9% over bank base rate, respectively.

The first repayment of £2.5m on the term loan was paid in
April 2010. The second repayment is due in April 2011.
Financial covenants are applied to the committed facilities
and the Group has continued to comply with these with
adequate headroom and is forecast to continue to do so.

Corporate activity

In February 2010, we announced two acquisitions.

Firstly, as referred to above, we acquired the trade and
certain assets of the business process outsourcing division of
The Print Factory (London) 1991 Limited (in administration)
and DSR Group Limited (in administration) (together TPF).
TPF has been successfully integrated with our existing
AccessPlus business to capture all of our activities in this
area under the single “Banner Managed Communication”
(BMC) brand. 

Secondly, we acquired the trade and assets of the Newbury
branch of office supplies dealer, Martin Luck Limited. This
business has been integrated with the Group’s mid market
managed procurement activity, Accord.

Both acquisitions have been earnings enhancing and we have
implemented cost saving initiatives through business
synergies, as well as enjoying cross-selling opportunities.

On 24 December 2010, we acquired from Shred Easy Limited
the 40% minority interest in Banner Document Services
(BDS), our secure document destruction business. 

The business strategy

Over the past three years, as well as extending the traditional
office products business into higher value-added managed
procurement activities, we have shifted the trading
orientation of the Group as a whole by diversifying into
market areas which sit naturally alongside the traditional
business and where there are opportunities to grow, utilise
our core skills in procurement and distribution and to benefit
from a wider customer base. 

As a result of this diversification into business critical
services, we have two new activities:

� BMC, which is a substantial outsourced business process
provider with good growth prospects through a diverse
and predominantly private sector customer base; and 

� BDS, a waste paper collection and destruction service
provider which we are expanding through “Closed Loop”, an
innovative and environmentally-friendly recycling service,
appealing to both the public and private sector in a market
where a focus on sustainability is increasingly important.
We have strengthened our operating capability in this area
by taking full ownership of BDS and entering into a new
and extended service agreement with PHS Datashred, a
trading division of Personal Hygiene Services Limited
(PHS), and we look forward to expanding this business
through the “Closed Loop” initiative.

The shift in our trading emphasis from stationer to managed
services provider has been accompanied by a shift in our
customer mix. Originally our customer base comprised mainly
Government departments but, by the end of 2010, almost
two thirds of Group revenue was accounted for by private
sector corporate customers.
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Chief Executive’s Review  
Simon Moate

Introduction

Throughout 2007 and 2008, we restructured the Group
following our decision to withdraw from the MoD supply
arrangement. We developed and began to deliver on a
strategy to offer a new range of complementary business
critical services. However, soon after the acquisition of
AccessPlus in 2008, the banking crisis brought on recession,
which meant that we had to stop development and both
consolidate and adjust our cost base to reflect the impact of
corporate customers tightening their belts. 

In 2010 we scaled our business process outsourcing activity.
Shortly afterwards, the Group’s public sector volumes were
adversely impacted following the General Election and the
resultant Comprehensive Spending Review. 

These events required decisive operational management
action and a clear strategy to uphold our open, sustainable
and ethical business values as we maintained growth despite
the various stresses on our volumes and whilst managing our
cost base.

o2o is a very different company to that of three years ago. We have invested in a new services
division and have changed the focus of our activities. Today we provide managed services based
on two key operating segments - managed procurement and business critical services. These
are geared to help our customers deliver sustainable savings through outsourcing their non-
core yet essential business activities. These two operating segments comprise three key
business areas:

• Banner Business Services (BBS) incorporating Accord Office Supplies (Accord) - managed
procurement contracts for blue chip clients and SME clients providing office supplies,
furniture, technology etc;

• Banner Managed Communication (BMC) - business process outsourcing covering print
management, document management, marketing services, direct marketing and professional
consultancy; and

• Banner Document Services (BDS) - on and off-site shredding, electronic waste and 
”Closed Loop”.

2010 trading review

The expansion, by acquisition, of our business critical services
activity resulted in a 10.8% increase in sales to £207.6m.
However, our profits were impacted by a number of factors. 

The first quarter of 2010 was characterised by strong trading
performance, with volumes exceeding our expectations,
supported by our success in extending our key customer
contract with the HMRC Collaborative Framework.

In February, we acquired the trade and assets of TPF’s
business process outsourcing division. This acquisition
strengthened both our volumes and our customer proposition
in this market, whilst providing us with an opportunity to
realise synergies with AccessPlus. During the second quarter,
we began the process of integration, albeit our more
immediate focus was on securing TPF’s customer base and
confirming trading relationships with suppliers.

However, in May, the General Election resulted in a new
coalition Government with a clear focus on reducing public
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Chief Executive’s Review  
(continued)

sector expenditure and we saw an immediate impact on our
public sector sales volumes. 

Adverse weather conditions towards the end of the year
caused disruption to customer sales ordering, supplier
delivery of inbound products and services, and our ability to
maintain last mile deliveries to our customers. Inevitably, this
had a knock on effect resulting in a soft last quarter and a
negative impact on our results.

Managed procurement – revenue £145.7m, 70%
of Group revenue 

In common with others, our traditional office product markets
have shown signs of progressive product commoditisation,
currency fluctuation and product cost increases forcing
downward pressure on margins. 

Our response has been to remodel our product and service
offering to an open book and transparent style where our
customers enjoy the benefit of our growing scale and
competitive procurement abilities. As a consequence, our
income streams now arise from a range of value added
options: from management, procurement, distribution and
logistics, customer service and management data reporting.
This open book proposition now represents approximately
half of our Group trading revenue and is set to increase as our
customers enjoy and see the benefit of an open, sustainable
and cost efficient relationship. The benefits for o2o are
reduced exposure to commodity price fluctuations, long term
strategic relationships with our customers and better
positioning in this market place. This has been vindicated by a
high level of new business wins with blue chip customers.

Business critical services – revenue £62.0m,
30% of Group revenue

New brand – integration complete

By the end of the third quarter, the management of TPF and
AccessPlus had been restructured and a new MD appointed;
trading had been stabilised and visibility of performance
improved. In order to leverage the strength and positive
positioning of the Banner name in our target markets, we have

rebranded the combined TPF and AccessPlus business as
BMC. This rebranding is now complete and is established with
customers and suppliers.

With scale comes opportunity – business process
outsourcing

The combination of these businesses under a single brand has
also extended the range of services we are able to offer,
including inbound and outbound marketing and
communication services, all aligned to support the growing
trend by companies to outsource the operational
management and delivery of their customer and business
communications. BMC operates in a market valued at £20bn
pa which is significantly larger than our traditional office
products market of circa £5.5bn pa. This presents us with a
significant opportunity to grow and expand. Our new scale
and capability is reflected in the number of new business wins
achieved throughout 2010 and demonstrates that TPF has
been a sound acquisition.  

“Closed Loop” – BDS

Prior to the year end, we acquired the remaining shares in
BDS. We now have ownership and full control of this
important and developing business. In addition, BDS has
entered into a long term contractual arrangement with PHS to
manage the operation and fulfilment of our UK activities. This
arrangement provides greater UK geographical coverage,
including Northern Ireland and will increase the capacity and
availability of paper waste, the raw material required to
support the growth in production of our “Closed Loop”
service. 

New Government, positioned to take advantage of new
priorities

Our unique confidential document destruction and recycling
service, “Closed Loop”, is a key strategic focus for the Group.
We developed this to help Government achieve its target that
40% of all printer paper must be recycled and from
sustainable resources. Accordingly, we engaged with senior
procurement managers who were taking the lead in driving
procurement reform within Government and offered to
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extend the “Closed Loop” initiative more widely, gaining
Cabinet Office support both for it and also product range
rationalisation in existing supplies. 

As well as differentiating us from our direct competitors,
“Closed Loop” is a growing and increasingly important
revenue stream to replace declining public sector volumes
elsewhere and to further enhance our corporate sector
activity.

2011 and beyond

Our operational strategy remains focused on: 

� cross selling our range of managed services into a growing
customer base;

� building our “Closed Loop” service; and 

� helping our customers reduce their non-core expenditure
through outsourcing a range of business critical services
which now feature as our core sales proposition.  

We have worked hard in the year to diversify our customer
base and reduce our reliance on any one customer group. Our
private and corporate sector customers now represent
almost two thirds of our Group revenue and our presence in
the public sector has now proportionately diminished through
our growth and focus on diversifying both our proposition and
target market sector. 

The public sector remains an important customer segment
and we continue to be a key supplier to Central Government.
We are a trusted partner and look forward to strengthening
our relationship in support of the Government’s agenda to
deliver value through the aggregation of volumes and the
delivery of sustainable services. Our exposure to the
relatively fragmented Local Government sector, most directly
impacted by the Comprehensive Spending Review, remains
small.

Today, o2o is a growing managed services provider, offering
procurement, secure document destruction and recycling
through our unique “Closed Loop” service and we have built a
business process outsourcing activity that has the scale and
ability to compete in this growing market sector. 

Our business has been transformed from a commodity
stationery supplier to the public sector to a managed services
organisation serving both corporate and public sector. We are
well positioned to benefit from economic recovery and
excited about the emerging opportunities being presented 
to us.

S R Moate

Chief Executive

23 March 2011
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Business and Financial Review

Revenue and profit

Total revenue increased by £20.2m
(10.8%) to £207.6m (2009: £187.5m).
Underlying profit before tax was
£11.2m (2009: £13.1m) before non-
recurring costs of £5.3m (2009:
£3.6m), amortisation of intangibles
relating to acquisitions of £1.4m
(2009: £1.0m), negative goodwill of
£0.2m (2009: £nil) and share option
charges of £0.1m (2009: £0.4m).
Operating profit before such costs was
£12.2m (2009: £14.0m) and operating
profit after such costs was £5.6m
(2009: £9.0m). Profit before tax, after
such costs, was £4.6m (2009: £8.1m)
and profit after tax was £4.3m (2009:
£6.3m). The underlying profit margin
decreased to 5.4% (2009: 7.0%).

Non-recurring costs are those
significant items that are separately
disclosed by virtue of their size or
incidence to enable a full understanding
of the Group’s operating performance.
Transactions, which may give rise to
non-recurring costs, are principally
restructuring and business integration
related charges. A full analysis of the
non-recurring costs is set out in note 5
to the financial statements.

Tax

A full analysis of the tax charge for the
year is set out in note 9 to the financial
statements.

The Group’s effective tax rate in 2010
was 5.1% (2009: 22.0%). The reduction
in the effective tax rate reflected the
utilisation of previously unrecognised
brought forward trading losses and a
deferred tax adjustment in respect of
capital allowances not previously
recognised, both of which relate to prior
years. The amount of corporation tax
payable for the year is £1.7m (2009:
£2.2m). 

The effective tax rate in the near future
is anticipated to be slightly less than
the standard rate of 28%, due to
releases of deferred tax liabilities
arising on business combinations,
partially offset by expenses not
deductable for tax purposes. 

Shareholders’ return

Basic earnings per share were 12.1p
(2009: 17.2p) with underlying earnings
per share of 25.3p (2009: 27.1p). The
total dividend paid and payable for the
year of 11.4p per share (2009: 11.4p),
including the 3.6p interim dividend (2009:
3.6p) paid on 21 October 2010, is
covered 1.4 times by earnings (2009: 1.5
times). Shareholders’ equity at the end of
the year was £22.4m (2009: £22.6m).

The middle-market quotation of the
Company’s Ordinary shares at the end of
the financial year was 124.5p with a
market capitalisation of £45.2m
(including shares held by the employee
benefit trust).

Cash flow

As set out on page 35, the Group
generated net cash from operating
activities of £2.7m (2009: £8.0m). At
31 December 2010, net debt amounted
to £31.4m, an increase of £3.6m
compared to net debt of £27.8m at the
start of the year.

The net debt of £31.4m is supported by
committed borrowing facilities of
£42.5m which are in place until April
2013. The facilities comprise a term
loan (£22.5m) which is repayable over 5
years with the next instalment of £2.5m
due in April 2011, and an invoice
discounting arrangement (up to
£20.0m) on which we are charged
interest at 1.1% over LIBOR and 0.9%
over bank base rate respectively.
Financial covenants are applied to the
committed facilities and the Group has
continued to comply with these with
significant headroom.

Key contractual arrangements

The Group has always had a number of
large customers. With our major
customers, our approach is to seek long
term, strategic relationships, based on
managed services and shared interests.
The term for a typical supply
arrangement is between three to five
years and we have a record of
successful contract retention.

A key aim for the Group has been to
enlarge and diversify the customer base.

This has been achieved both organically
and by taking advantage of suitable
acquisition opportunities. As a
consequence, when compared to previous
years, the Group’s reliance on any one
individual customer has been reduced.

The Group has a wide range of suppliers
and it is possible that the challenging
economic conditions could impact some.
However, the Group has limited
exposure to the failure of any single
supplier as the nature of the majority of
products purchased is such that other
options are normally readily available.
The Group maintains flexibility with its
suppliers by typically not making
contractual volume commitments.

It is the Group’s policy to negotiate, with
each of its principal suppliers, terms of
trade appropriate to the business and to
operate within those terms once agreed.
With a wide range of suppliers, the
terms of trade operated by the Group
are diverse, with no standard
characteristics prevailing.

The Group works in partnership with
suppliers to ensure, as far as reasonably
practicable, that its sourcing of
products meets recognised standards
of corporate social responsibility. The
CSR statement on pages 10 to 12 gives
a description of the approach o2o takes
in this regard.

Principal risks and uncertainties

The principal risks and uncertainties
facing the Group are set out below:

� Loss of a large customer
The Group has a number of large
customers and is, therefore, potentially
vulnerable to the loss of any one of
these. Contingency plans are formulated
and quantified before any large re-
tenders are submitted so that the
business is able to respond rapidly, with
minimal disruption, to a large contract
loss. This, coupled with a strategy of
diversifying the customer base and
widening the business portfolio at the
same time as maintaining a high level of
service, helps mitigate the risk;

� Reduction in gross margins
Gross margins are adversely impacted
by increases in cost prices, due to raw



o2o plc Report and Accounts 2010 9

2010 2009

Gross margin % 28.3% 30.7%
Gross margin percentage is calculated as the margin expressed as a percentage of Group revenue. It is the measure of profitability of sales less their
direct purchase cost and is a comparable measure with other companies.

The gross margin % decreased by 2.4% due to the acquisitions trading at a lower % and cost price inflation, mitigated wherever possible by
negotiation with suppliers and passing unavoidable increases on to customers. 

Distribution costs % 9.3% 10.2%
Distribution costs percentage is calculated as the cost associated with distribution expressed as a percentage of Group revenue.    

The distribution cost % decreased by 0.9% due to further efficiency improvements across the Group and the impact of acquisitions. 

Administration costs % 13.2% 13.1%
Administration costs percentage is calculated as the cost associated with administration (before £5.3m of non-recurring costs (2009: £3.6m),
amortisation £1.4m (2009: £1.0m), negative goodwill £0.2m (2009: £nil), and share option charges £0.1m (2009: £0.4m)) expressed as a percentage
of Group revenue.  

The administration cost % increased by 0.1% due to the acquisitions operating at a higher cost % offset in part by further cost saving initiatives.

Underlying profit % 5.4% 7.0%
Underlying profit percentage is calculated as the underlying profit (before non-recurring costs, amortisation, negative goodwill and share option
charges) expressed as a percentage of Group revenue.

The underlying profit percentage decreased as a result of the decrease in gross margin % referred to above, offset in part by an improvement in
distribution efficiency.

Underlying earnings per share 25.3p 27.1p
Underlying earnings per share is calculated as the profit on ordinary activities after tax (before the after tax effect of non-recurring costs,
amortisation, negative goodwill and share option charges) divided by the weighted average number of Ordinary shares in issue during the year.

The underlying earnings per share decreased as a result of the decrease in gross margin % referred to above, offset in part by an improvement in
distribution efficiency.

Health and safety 94.9% 91.0%
A health and safety management system has been put in place across all sites. An external assessor audits the operation of the system across all sites
and rates our performance. The audit covers 11 main areas of review (the most significant being health and safety management system, control of
contractors, fire safety and risk assessment) which are then scored. In 2010, the external assessment of our performance was rated at 94.9% (2009:
91.0%), which compares to their assessment of the average for our industry sector of 86.5%.

Key performance indicators (KPIs)
The KPIs which o2o regard as important measures for the Group business are gross margin, distribution and administration
costs as a proportion of revenue, underlying profit as a proportion of revenue, underlying earnings per share and, in respect of
non-financial KPI’s, health and safety.

material costs, foreign currency
exchange movements and customers
reducing their demand. The Group has
sought to mitigate these increases,
where possible, by passing these
increases on to customers, but some
resistance and lag is inevitable. Our
experience has shown that widening the
Group’s portfolio of business products
and services and driving efficiency
improvements helps mitigate the risk
and a focus on customer profitability
allows for the situation to be monitored;

� Interruption of operations or IT
services

The business is built around a proven
service with reliance on our warehouses
and IT infrastructure. A severe
disruption in either of these areas would
potentially have a high impact on the
Group. In order to mitigate these risks
we maintain appropriate insurance
cover and disaster recovery plans;

� Competitors
BBS operates in a highly competitive
market. The risk exists, therefore, that
contracts are awarded on the basis of
lowest price. The Group’s strategy is to

deliver a first rate, added-value service
at competitive prices. Recent contract
wins and retentions underpin our
confidence that this approach is valued
by our customers. The services provided
by BMC and BDS further extend the
range that can be offered to customers
helping to further differentiate the
Group from its competitors.

Accord operates in the less formal mid
market sector. The Group’s purchasing
scale, national distribution and
complementary range of products and
services, together with the flexible
approach offered by Accord, provides a
distinct advantage in this sector; 

� Economic downturn
The Group is subject to facets of the
current global economic slowdown such
as the weakening of sterling leading to
cost price pressure and the potential for
lower levels of employment leading to
reduced demand for some of the goods
and services provided by the Group. The
economic downturn could impact
suppliers. However, the Group has
limited exposure to the failure of any
single supplier as the nature of the

majority of products supplied is such
that other sourcing or product options
are normally available. 

The Group also has limited exposure to
the failure of customers. The Group’s
committed borrowing facilities afford
some protection against increased
funding requirements should they arise.
In addition, the broader base of the
business following the acquisitions in
the year, the wide spread of customers
and the public sector element of our
account base helps to mitigate the risks
in the wider economy; and

� Financial risk management
The Group’s activities expose it to a
variety of financial risks, which include
market risk (comprising currency risk,
commodity price risk, cash flow and fair
value interest rate risk), credit risk and
liquidity risk, the details of which are
described in note 1 to the financial
statements on pages 43 to 46. 

M A Cunningham

Finance Director

23 March 2011
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Board of Directors

David Callear Chairman
David, aged 57, is a Chartered Accountant and joined o2o as Chairman in January

2001. His career has been in financial and general management, mainly with publicly
quoted companies including chief executive positions with TIP Europe plc (Europe-

wide vehicle rental) and Jeyes Group plc (international household products
manufacture and supply). He currently holds a number of non-executive chairman

roles working with the boards of private companies including RP Martin Holdings Ltd.

Simon Moate Chief Executive
Simon, aged 48, joined o2o as Chief Executive in July 2007. He was previously an
executive director of Johnson Service Group plc, the managed services business,
where, as chief executive of the facilities management and specialist supplies
division, he led and integrated a number of acquisitions. Prior to this, he held a
number of senior sales, marketing and operations roles with blue chip companies,
including Well Well Well Ltd, Aramark plc, Provend Group plc and Coca Cola.

Mark Cunningham Finance Director
Mark, aged 44, is a Chartered Accountant and joined Her

Majesty’s Stationery Office in 1994. He was appointed finance
director of Banner Business Services Ltd in 1999, having

previously worked as finance controller. Mark became Finance
Director of o2o in December 2000.

Steve McKeever Chief Operating Officer
Steve, aged 46, was appointed to the Board in August 2010. He joined o2o in
December 2007 with responsibility for the Group’s IT function and later assumed
additional responsibility for o2o’s integrated supply chain. Until recently, he acted as
temporary Managing Director of BMC. Before joining o2o, he was a director of Johnson
Group Management Services Ltd, holding both IT and operations director roles.

Jim Cohen Senior non-executive Director
Jim, aged 69, joined o2o in June 2004. He was a main board executive director of Balfour Beatty
plc until his retirement in February 2007. Prior to joining Balfour Beatty in 1993, he held senior

management positions with GTE and GEC and was a senior civil servant at the Department of
Energy. Since 2007, he was a member of the investment committee of the Netherlands based

infrastructure fund, DIF II, a non-executive director of the largest Swiss construction company,
Implenia AG and chairman of Empower Advisors Ltd, a private company, owned by Actis LLP.   

Chris Batterham Non-executive Director 
Chris, aged 55, joined o2o in June 2008 and is a Chartered Accountant with significant
experience in the business services sector. He was finance director of Unipalm plc, the first
internet company to float on the London Stock Exchange, and, latterly, chief financial officer of
Searchspace Group until 2005. He currently holds a number of non-executive directorships
including SDL plc, DRS Data and Research Services plc, Iomart plc and chairman of Eckoh plc. 
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Directors’ Report

The Directors present their report and
the audited consolidated financial
statements for the Group for the year
ended 31 December 2010.

Principal activities and results

The principal activity of the parent
Company (the Company) is that of a
holding company. office2office plc is
registered at Companies House under
company number 04083206.

The Group’s principal activities are
delivering managed procurement and
business critical services. Net profit
after tax for the financial year was
£4.3m (2009: £6.3m).

Business and Financial Review

The Business and Financial Review
has been prepared in accordance with
the requirements for a business
review under the Companies Act
2006. The intent is to provide
information to shareholders and
should not be relied on by any other
party or for any other purposes.

The Group’s strategy, objectives and
likely future developments in the
business are reviewed in the
Chairman’s Statement on pages 2 to 4
and in the Chief Executive’s Review on
pages 5 to 7. The KPI’s are defined and
the principal risks and uncertainties
(including financial risks) facing the
business are described in the Business
and Financial Review on pages 8 to 9.
The Board has delegated the
responsibility for monitoring financial
risk management to the Audit
Committee.

Where the annual report contains
forward looking statements, these are
made by the Directors in good faith
based on the information available to
them at the time of their approval of
this report. Consequently, such
statements should be treated with
caution due to the inherent
uncertainties, including both
economic and business risk factors,
underlying such forward looking
statements or information.

Dividends

An interim dividend of 3.6p (2009:
3.6p) per Ordinary share, amounting to
£1.3m (2009: £1.3m), was paid on 21
October 2010 to shareholders on the
register at close of business on 24
September 2010.

The Directors recommend a final
dividend in respect of the year ended
31 December 2010 of 7.8p (2009:
7.8p) per Ordinary share, amounting to
£2.8m (2009: £2.8m). If authorised at
the forthcoming AGM, the dividend will
be paid on 26 May 2011 to
shareholders on the share register at
close of business on 26 April 2011. 

The aggregate dividends recognised as
distributions in the year ended 31
December 2010 amounted to £4.1m
(2009: £4.0m).

Share capital and substantial
shareholders

The issued and fully paid share capital
of the Company, are shown in note 25 of
the financial statements.

There are no contracts of significance in
place between the Group and its
shareholders (2009: none).  

The Company has been notified in
accordance with Disclosure and
Transparency Rule 5.1.2 of the Financial
Services Authority that, as at 21 February
2011, the following shareholders owned
3% or more of the issued Ordinary share
capital of the Company:

At the last AGM, the Directors were
given authority to allot Ordinary shares
(within the meaning of Section 551
Companies Act 2006) up to a nominal
amount of £121,030 and, separately, a
further nominal amount of £121,030
provided they are offered by way of a
rights issue to existing shareholders in
proportion to their existing holdings, in
line with the Association of British
Insurers (ABI) guidelines. In total these
authorities represent two thirds of the
issued Ordinary share capital.

Additionally, the Directors were given
the power to disapply pre-emption rights
in respect of the allotment of shares
(under Section 570 Companies Act
2006) up to an aggregate nominal value
of £18,154 (representing 5% of the
issued Ordinary share capital) and, on
behalf of the Company, to make market
purchases of up to 3,630,898 Ordinary
shares of the Company (being 10% of
the issued Ordinary share capital).

These authorities are due to expire at
the end of the forthcoming AGM.
Separate resolutions to renew these
authorities will be set out in the notice
of meeting and proposed at the AGM on
19 May 2011.

Special business to be
considered at the forthcoming
AGM

There will be two items of special
business to consider at the forthcoming
AGM: an ordinary resolution to revoke
the provision in the Company’s Articles
of Association (the Articles) setting the
maximum amount of shares that may be
allotted; and a special resolution to
approve a 14 day notice period for
general meetings.

Aberforth Partners 8,855,000 shares 24.39%

AXA Investment 5,058,285 shares 13.93%

Aviva Investors 2,263,273 shares 6.23%

F & C Asset Management 2,086,350 shares 5.75%

Baillie Gifford 1,822,359 shares 5.02%

Gartmore Investment Management 1,402,500 shares 3.86%

Mark Cunningham 1,089,549 shares 3.00%
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Ordinary resolution

As mentioned above, the Directors will
be seeking to renew their authority to
allot Ordinary shares up to a total
nominal amount of £242,060 (being
two thirds of the issued Ordinary
share capital). The Company currently
has issued share capital of
£363,089.84 and is restricted by its
Articles to a maximum nominal amount
of £500,000. Shareholder approval,
via ordinary resolution, will therefore
be sought to revoke this restriction in
the Articles.

Special resolution

Changes made to the Companies Act
2006 by the Shareholder Rights’
Regulations increase the notice period
required for general meetings of the
Company to 21 days unless shareholders
approve a shorter notice period, which
cannot, however, be less than 14 clear
days. AGM’s will continue to be held on at
least 21 clear days’ notice.

Before the coming into force of the
Shareholder Rights’ Regulations on 3
August 2009, the Company was able
to call general meetings (other than an
AGM) on 14 clear days’ notice without
obtaining such shareholder approval.
Therefore, a special resolution will be
proposed in order to preserve this
ability. The shorter notice period
would not be used as a matter of
routine for such meetings, but only
where the flexibility is merited by the
business of the meeting and is thought
to be to the advantage of shareholders
as a whole. The approval will be
effective until the Company’s next
AGM, when it is intended that a similar
resolution will be proposed.  

Directors

The following were Directors during 2010
and, with the exception of Steve
McKeever, held office throughout the year
under review up to the date of signing the
annual report and financial statements:

D J Callear
Chairman1

S R Moate
Chief Executive 

M A Cunningham
Finance Director

S A McKeever
(appointed 26 August 2010)
Chief Operating Officer

J L Cohen
Non-executive Director2

C M Batterham
Non-executive Director3

1 Chairman of the Board and of the
Nomination Committee. Member of the
Remuneration Committee and Audit
Committee.

2 Chairman of the Remuneration
Committee, the Risk and Opportunity
Committee and senior independent
Director. Member of the Audit
Committee and Nomination Committee.

3 Chairman of the Audit Committee.
Member of the Remuneration
Committee and Nomination Committee.

Biographical details of the Directors are
shown on page 13.

Simon Moate, Mark Cunningham and Jim
Cohen will retire by rotation, in
accordance with the Articles at the
forthcoming AGM and, being eligible,
will offer themselves for re-election.
Steve McKeever will offer himself for
election being the first opportunity to
do so since his appointment.

The Board reviewed its performance in
2010, as it does annually, and believes
that it has a balanced and effective
membership. Accordingly, the Board
recommends their respective
re-election and election.

Corporate Governance

Details of the Corporate Governance
arrangements are provided on pages 
18 to 21.

Directors’ interests

Directors’ interests are detailed in the
Directors’ Remuneration Report on
pages 24 to 28.

Directors’ third party indemnity
provisions

A qualifying third-party indemnity
provision as defined in section 234 of
the Companies Act 2006 was in force
for the benefit of each of the Directors
in respect of liabilities incurred as a
result of their office, to the extent
permitted by law during the financial
year and also at the date of approval of
the financial statements. In respect of
those liabilities for which Directors may
not be indemnified, the Company
maintained a Directors’ and Officers’
liability insurance policy throughout the
financial year.

Statement of Directors’
responsibilities

The Directors are responsible for
preparing the Annual Report, the
Directors’ Remuneration Report and the
financial statements in accordance with
applicable law and regulations. 

Company law requires the Directors to
prepare financial statements for each
financial year. Under that law, the
Directors have prepared the Group
and Company financial statements in
accordance with International
Financial Reporting Standards (IFRSs)
as adopted by the European Union. The
Directors must not approve the
financial statements unless they are
satisfied that they give a true and fair
view of the state of affairs of the
Group and the Company and of the
profit or loss of the Group for that
period. In preparing these financial
statements, the Directors are required
to:

� select suitable accounting policies
and then apply them consistently;

� make judgements and accounting
estimates that are reasonable and
prudent;

� state whether applicable IFRSs as
adopted by the European Union have
been followed, subject to any
material departures disclosed and
explained in the financial statements;
and
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background or disability, with equality of
opportunity for employment, training,
career development and selection on the
basis of ability, qualifications and
suitability for the job. Executive Directors,
managers and employees are required to
promote equality of opportunity and to
take full account of the policy in their day-
to-day work. The aim is to recruit the most
appropriate and qualified staff in the
industry and the Group is committed to
the principle of maximising every
employees’ potential. In selecting, training
and promoting staff, the Group has to take
account of the physically demanding
nature of much of its work. Employees
who become disabled will be retained and
re-trained, where possible.

Diversity and anti-
discrimination

Further to the new Equality Act 2010, a
Group-wide training program was
implemented during the year to manage
diversity and promote awareness of it in
the workplace and to communicate the
potential consequences of discrimination
and how to avoid it. o2o’s diversity and
anti-discrimination policy is available to
all employees on the Group’s intranet.

Bribery and anti-corruption

o2o does not tolerate any form of bribery
or corruption and this is codified in the
Group’s policy on anti-corruption available
on the Group’s intranet. Updates on the
new Bribery Act 2010 are being
monitored so that further guidance can be
given to all employees across the Group.

Health and safety

o2o is committed to maintaining the
health, safety and welfare of its
employees. Details of the Group’s health
and safety activities are given on pages
10 to 12 of the CSR Statement.

Creditor payment policy

It is the Group’s policy to negotiate, with
each of its principal suppliers, terms of
trade appropriate to the business and to 

operate within those terms of trade
once agreed. Trade payable days based
on the year end figures are 76 (2009:
79 days) for the Group. The Company
has no trade payables (2009: nil).

Environmental policy

The Group ensures that, in satisfying
its customers’ requirements, both the
goods and services supplied and its
own housekeeping comply with
legislation and best practice. The
Group continually reviews its
environmental performance across the
business. Further details of the
Group’s environmental policies are
provided in the CSR Statement on
pages 10 to 12.

Corporate and social
responsibility

A summary report on the Group policies
and objectives in respect of CSR is set
out on pages 10 to12.

Requirements of the Takeover
Directive

The following are disclosed in
accordance with the requirements of
the Takeover Directive:

� the Company’s issued share capital is
£363,090 divided into 36,308,984
Ordinary shares of 1 pence each. All
shares have uniform rights except
where referred to below;

� there are no restrictions on the
transfers of securities in the
Company including limitations on the
holdings of securities and
requirements to obtain the approval
of the Company or of other holders
prior to a transfer of securities; 

� there are no restrictions on voting
rights, however, for those shares held
in the EBT, as referred to on page 68,
the trustee typically waives his right
to vote; 

� the Directors are not aware of any
agreements between holders of the
Company’s securities that may result
in restrictions on the transfer of
securities or on voting rights;

� the Directors’ beneficial interests are
disclosed on page 27 of the
Directors’ Remuneration Report.
None of the Directors’ interests carry
special rights with regards to control
of the Company;

� details of the Group employees’ share
save scheme are given on page 16;

� procedures for appointment to the
Board are included on the Company’s
website (www.office2office.co.uk)
under Nomination Committee -
Terms of reference;

� shareholder approval by special
resolution is required before any
changes are made to the Articles;

� the Directors have authority to allot
Ordinary shares of the Company,
disapply pre-emption rights and
make market purchases of Ordinary
shares of the Company. Details of
these authorities and their
limitations are provided on page 14;

� the terms of the Company’s
committed borrowing facilities
contain a change of control clause
following a takeover bid that requires
mandatory repayment of all
outstanding monies and accrued
interest. The Company does not have
any other significant arrangements
that contain change of control
clauses; and 

� there are no provisions for
compensation for loss of office or
employment in the agreements with
Directors and employees.

Independent auditors

The Audit Committee has considered

and recommends the re-appointment of

PricewaterhouseCoopers LLP (PwC) as

auditors. A resolution proposing their

re-appointment will be put to the

forthcoming AGM.

For and on behalf of the Board

D Rodwell

Company Secretary

23 March 2011
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Statement of compliance with
the Combined Code 2008   

The Combined Code on Corporate
Governance issued in June 2008 (the
Combined Code) sets out standards of
good corporate governance. The
Combined Code is publicly available on
the Financial Reporting Council’s
website www.frc.org.uk.

In May 2010 the Financial Reporting
Council issued a new edition of the
Combined Code called the UK Corporate
Governance Code which applies to
financial years beginning on or after 29
June 2010. The Board has reviewed the
content of the UK Corporate
Governance Code and will report on
compliance with the new code in the
2011 annual report.

The Directors consider that the
Company has fully complied with the
principles set out in section 1 of the
Combined Code throughout the period
and the application of these principles
with respect to the composition and
operation of the Board, the
remuneration of the Directors,
shareholder relationships and
procedures for financial reporting and
internal control are described below. 

Directors and the Board

The Board comprises the Chairman,
Chief Executive, Chief Operating
Officer, Finance Director and two non-
executive Directors. 

The Chairman is responsible for leading
the Board and ensuring there is timely
and effective communication to and
between all Board members. He ensures
that Board decisions are made after
taking into consideration the interests
of all stakeholders. The Chief Executive,
supported by the senior management
team, is responsible for the day-to-day
management of the Group and, once
agreed by the Board as a whole, the
development and implementation of
strategy. He sets the objectives to
ensure the successful delivery of
targets and allocates decision-making
and responsibilities accordingly. The
normal segregation of responsibilities

between the Chairman and the Chief
Executive has been set out in writing
and approved by the Board. The
Chairman’s other main commitments are
disclosed on page 13. A statement of
Directors’ responsibilities is given on
pages 15 and 16 of the Directors’
Report. The respective responsibilities
of directors and auditors are given on
page 29 of the Independent Auditors’
report to the members of office2office
plc.

The non-executive Directors are free
from any business or other relationship
which could materially interfere with the
exercise of their judgement and have no
involvement with the day-to-day
management of the Group. The Board
considers both non-executive Directors
to be independent and feels that their
diverse experience and background
bring a depth of debate and alternative
viewpoint to the Board. Jim Cohen is the
senior independent non-executive
Director. The terms and conditions of
the non-executive Directors’
appointments are available on request
from the Company’s registered office.

The Board operates formally through
agenda-driven Board meetings, which
are normally held on a monthly basis,
usually at the Company’s head office.
Meetings are occasionally convened at
the Group’s other locations and this
provides the non-executive Directors
with an opportunity to assess the
operations at first hand. The monthly
agenda covers both operational and
strategic matters, however, separate
strategy days are also held to focus on
longer term considerations without the
distraction of the day-to-day
operational matters.

Frequent informal dialogue between the
Directors supplements the formal
Board meetings. On a number of
occasions during the year, the Chairman
met with the non-executive Directors
without the executive Directors present
to discuss the performance of individual
executive Directors and other senior
managers. The non-executive Directors
also met without the Chairman being
present to discuss his performance.

The Board undertakes a critical
evaluation of itself and its committees
on an annual basis. The 2010
performance evaluation questionnaire
was designed to be specific to the
business. It comprised of a series of
statements, which required a rating
between “strongly disagree” to
“strongly agree” and invited individual
comment. The Board specifically
considered the balance of executive
and non-executive Directors in the light
of Steve McKeever’s appointment as
executive Director. There was strong
agreement that the size of the Board,
its composition and balance, together
with its open and inclusive culture,
remain appropriate for the current
business. In addition, it was agreed that
the Board needed to be more visible
across the Group’s operational
locations, including ones acquired in
2010, and visits have been scheduled
for 2011. The questionnaire confirmed
that the Board are united on the
Group’s long term strategy. It was also
recognised that the current long term
incentive arrangements, which date
back to 2005, need updating to reflect
changes in the Group’s circumstances
and market conditions. 

The Board is responsible to shareholders
for the management and control of the
Group’s activities, its strategic objectives,
its system of corporate governance and
the stewardship of its resources. This is
achieved by regular review of the key
activities of the Group through the
monthly management accounts, detailed
reports and presentations. A Board pack
comprising information to be reviewed
and discussed is forwarded to all Board
members in advance of the monthly
meetings to allow the Directors to be
fully prepared. Regular detailed reports
on the Company’s funding and liquidity
position are also circulated. Upon
release, analyst and broker reports are
circulated and the Board is updated on
any movements in major shareholdings.
There is a formal schedule of matters
reserved for consideration and approval
by the Board and specific responsibilities
have been delegated to Board
committees as described below. 

Corporate Governance Statement
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website. Details of the 2011 AGM are
set out in the notice of the meeting
enclosed with this report.

The Chairman and the senior
independent Director are available to
shareholders on all matters relating to
governance and strategy. All members
of the Board may be contacted through
the Company’s website.

Internal control

The Board has overall responsibility for
the Group’s system of internal control
and delegates the annual review of
internal control processes and their
effectiveness to the Audit Committee.
The internal control systems are
designed to meet the Group’s needs and
address the risks to which it is exposed.
Such systems mitigate, rather than
eliminate, the risks faced by the
business and can only provide
reasonable and not absolute assurance
against material mis-statement or loss.
Necessary actions are taken to remedy
any significant failings or weaknesses as
they are identified when the Board
reviews the effectiveness of the system
of internal control.

The key elements of the Group’s
procedures and internal financial
control framework are:

� the close involvement of the
executive Directors in all aspects of
the day-to-day operations, including
regular meetings with senior staff
from across the Group and a review

of the monthly operational reports
compiled by senior management;

� clearly defined responsibilities and
limits of authority. The Board has
responsibility for strategy and has
adopted a schedule of matters which
are required to be brought to it for
decision;

� a comprehensive system of financial
reporting, forecasting and budgeting.
Detailed budgets are prepared
annually for all parts of the business.
Reviews occur through the
management structure culminating in
a Group budget which is considered
and approved by the Board;

� Group management accounts are
prepared monthly and submitted to
the Board for review. Variances from
budget and prior year are closely
monitored and explanations are
provided for significant variances.
Detailed expense reports with
comparisons against budget are
issued monthly to cost centre
managers to assist in cost control; 

� a continuous process for identifying,
evaluating and managing significant
risks across the Group together with
a comprehensive annual review of
risks which covers both financial and
non-financial areas; and

� an annual review of insurance cover
for the Group including a review of
disaster recovery plans for IT and the
warehouses. The significant risks
facing the business are considered to
be the loss of a large customer or a

major interruption of warehouse
operations or IT services.

This process is in accordance with the
Turnbull guidance and has been in place
throughout the year under review and up
to the date of approval of the annual
report and financial statements.

Corporate social responsibility
(CSR)

Measures to ensure responsible
business conduct and the identification
and assessment of risks associated with
social, ethical and environmental
matters are managed in conjunction
with all other business risks and
reviewed at regular meetings of the
Board and senior management. 

In 2009, the Company launched a new
CSR initiative entitled ‘Good for you,
good for us, good for everyone’ which
aims to combine added value for
customers with tangible benefits for the
business and the environment. A
dedicated brochure, explaining what
CSR means to o2o and its people,
setting out the Group’s achievements
and its objectives going forward, is
published under separate cover.

A summary report on the Group’s
policies and objectives for CSR is set
out on pages 10 to 12.

D Rodwell

Company Secretary

23 March 2011
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Nomination Committee
Report

Audit Committee
Report

Role of the Nomination
Committee

The Nomination Committee is a sub-
committee of the Board, responsible for
all appointments to the Board, giving full
consideration to succession plans and
the leadership of the Group. It makes
recommendations to the Board for any
changes to the Board and its
committees that it considers necessary
and also reviews the senior
management structure. The Committee
has a formal procedure for
appointments to the Board and senior
management team. This is available
together with the Committee’s terms of
reference on the Company’s website
(www.office2office.co.uk).

Composition of the Nomination
Committee

The Nomination Committee comprises
the Chairman and the independent non-
executive Directors. The Company
Secretary is secretary to the
Nomination Committee. The Committee
meets to deal with assignments in
accordance with Company needs and
best practice in corporate governance. 

Main activities of the
Nomination Committee

During the year the Committee met on
five occasions resulting in the
appointment of one executive Director
and two senior positions. 

The executive appointment followed the
Committee’s recommendation that the
Board would benefit from additional
operational experience at a time when
the Group was committed to
repositioning itself in its traditional
markets, restructuring the business and
its systems for future success and
diversifying into new areas. Steve
McKeever, the Group’s Chief
Information Officer who was also acting
as MD for the TPF acquisition in
February 2010, was therefore
appointed, in August 2010, as Chief
Operating Officer and joined the Board
after handing over to the new MD of

TPF. The appointment of the new MD,
which was an internal appointment
approved by the Committee, was the
catalyst for the creation of BMC which
combines the skills we had earlier
acquired in AccessPlus with those we
acquired in TPF.

Management presentations had
identified a number of inefficiencies
around the business but also the
potential opportunities arising from
improving processes. This led the
Committee to consider the Internal
Audit requirement from a risk and
opportunity perspective resulting in the
appointment of a Risk and Opportunity
Manager at the end of June and the
creation of a Risk and Opportunity
Committee, chaired by Jim Cohen.

D J Callear

Chairman of the Nomination Committee

23 March 2011

Role of the Audit Committee

The Audit Committee is a sub-
committee of the Board and its
responsibilities include:

� reviewing the interim report, the
annual report and financial
statements, results announcements
of the Group and any other formal
announcements relating to the
Group’s financial performance and
recommending them to the Board for
approval;

� reviewing the Group’s systems of
internal financial control, risk
management policies and
procedures; 

� monitoring and reviewing the
requirement for an internal audit
function;

� considering the appointment of the
external auditors, overseeing the
process for their selection and
making recommendations to the
Board in relation to their
appointment;

� monitoring and reviewing the
effectiveness and independence of
the external auditors, agreeing the
nature and scope of their audit, their
remuneration and considering their
reports on the Group’s accounts and
systems of internal financial control
and risk management; and

� monitoring the Group’s whistle-
blowing procedures.

Composition of the Audit
Committee

The Audit Committee comprises Chris
Batterham, Jim Cohen and David Callear.
Their biographical details are included
on page 13 and their remuneration on
pages 24 to 28. Chris Batterham,
Chairman of the Audit Committee, and
David Callear are Chartered
Accountants. Non-committee members
and the Company’s external auditors are
invited to attend meetings as and when
appropriate. At least once each year,
representatives of PwC meet the Audit
Committee without any executive
Directors being present. The Company





o2o plc Report and Accounts 201024

This report outlines the membership
and workings of the Remuneration
Committee, together with details of
Directors’ remuneration in respect of
the year ended 31 December 2010. A
resolution to approve this report will be
proposed at the forthcoming AGM.

Remuneration Committee and
its terms of reference

The Remuneration Committee is a sub-
committee of the Board and
membership comprises Jim Cohen,
Chris Batterham and David Callear, all
of whom are independent of
management and free from any
business or other relationship which
could interfere with the exercise of
their independent judgement. The
Chairman of the Remuneration
Committee is Jim Cohen. When
necessary, non-committee members
are invited to attend by prior
arrangement. The Committee met
seven times in the year.

The principal function of the
Committee is to make
recommendations to the Board
regarding the Company’s policy on the
remuneration, benefits and terms of
employment of the executive Directors
and the Chairman of the Company. In
addition, the Committee assists the
Board in ensuring that the Group’s
executive management are recruited,
developed and remunerated in an
appropriate fashion. In determining
remuneration packages and policies,
due regard is given to any legal
requirements, the provisions of the
Combined Code (2008), the new UK
Corporate Governance Code and the
Listing Rules of the Financial Services
Authority. The Committee uses Hewitt
New Bridge Street Consultants LLP
and Macfarlanes LLP as its
professional advisers on executive
remuneration and employee share
schemes. In addition, during the year,
an independent comparative
remuneration review for the senior
management team was conducted by
Hyperion HR Limited. 

The Committee’s terms of reference are
available on the Company’s website
(www.office2office.co.uk). 

Executive Directors’
remuneration

Remuneration policy in respect of
executive Directors is designed to
ensure that the Group achieves its
potential and increases shareholder
value. In respect of basic salary, the
objective is to ensure that the Group
attracts and retains high calibre
executives with the skills, experience
and motivation necessary to direct and
manage the affairs of the Group. Annual
bonuses and long term incentive
schemes are seen as an important part
of each Director’s total remuneration
and are designed to drive and reward
exceptional performance.

The current remuneration package of
the executive Directors consists of
basic salary, annual bonus, long term
incentive schemes, taxable benefits,
SAYE schemes and pension
arrangements. These are described in
more detail below.

The executive Directors’ basic salaries
are reviewed annually by the
Committee, taking into account the
performance of the individual, changes
in their responsibilities, the Group’s
performance against financial
objectives, intended pay increases
across the Group and, when deemed
appropriate, information from
independent remuneration consultants’
sources on levels of salary for similar
jobs. In line with the pay freeze across
the Group, the executive Directors did
not receive any increase in their basic
salaries in 2009. However, having
achieved financial results in line with
market expectations despite the
challenging economic conditions in
2009, the Committee wished to ensure
the executive Directors remain suitably
rewarded so recommended to the
Board an 11.3% and an 8.8% increase
in basic salary in 2010 for Simon
Moate and Mark Cunningham
respectively. The resultant salaries are

in line with, but do not exceed, the
independent assessment of the market
median salary for their roles. Prior to
his appointment to the Board, Steve
McKeever’s remuneration package was
also subject to an external review and
his salary was brought into line with
the independent assessment of the
market median salary for Chief
Operating Officer.

The maximum annual bonus potential
for Simon Moate was increased to
100% of basic salary, following the
independent remuneration survey. For
Mark Cunningham and Steve
McKeever, this maximum is 60% of
basic salary.

Each year the Committee reviews the
bonus arrangements and may
recommend different targets or
performance conditions to keep the
objectives aligned with shareholder
interests. 

The 2010 annual cash bonus scheme
was designed to reward growth in
underlying EPS and management of net
debt and working capital. A bonus, under
the working capital management
element together with a discretionary
award, is payable to Mark Cunningham,
equating to 4.34% of basic salary. The
discretionary award reflects the
achievement of strategic initiatives in
the year which were not factored into
the performance targets when set in
January 2010. Simon Moate has waived
his entitlement to a cash bonus for
2010.

Steve McKeever’s annual cash bonus
targets were set prior to his
appointment to the Board and were split
between managing the integration of
the TPF acquisition and achieving cost
savings in the supply chain function. His
actual bonus achieved equates to
20.7% of annual basic salary. 

The bonuses, details of which are on
page 27, will be paid in April 2011.

The Committee is currently reviewing
the long term incentive and annual cash
bonus arrangements. It is intended that
the 2011 cash bonus will continue to

Directors’ Remuneration Report
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take account of the key KPI’s on o2o’s
performance. Personal objectives will
again be included and the Committee
will reserve the right to apply discretion.

Pension contributions to the executive
Director’s personal pension schemes
were made at a rate of 10% of basic
salary for Mark Cunningham and Steve
McKeever and at a rate of 18.7% of
basic salary for Simon Moate. 

The service agreements for the
executive Directors are on a rolling basis
and terminable on 12 month’s notice by
either party, with the right for the
Company to make a payment in lieu of
salary and benefits, excluding bonus, for
any unexpired period of notice.

Save As You Earn (SAYE)
scheme 

The Group operates an HMRC approved
SAYE scheme open to all employees and
in which Simon Moate and Mark
Cunningham participate. Details are
provided on page 28.

Long term incentive plans

The Company currently operates a long
term incentive plan, the Performance
Share Plan, as detailed below. The
Company also has a Deferred Share
Bonus Plan which has been inactive
since inception. Both these plans were
approved by shareholders in November
2005 following a review by an
independent adviser and consultation
with shareholders and the ABI. In line
with ABI guidelines, awards granted
under this plan are subject to dilution
limits. 

Performance Share Plan (PSP)    

The PSP rules allow awards over
Ordinary shares, subject to performance
criteria as detailed below and vesting in
three years, to be made to individuals in
any year of a value of up to 100% of
basic salary. In exceptional
circumstances, the Remuneration
Committee has discretion to increase
the award to up to 200% of basic salary.

In accordance with the scheme rules, the
number of Ordinary shares awarded is
calculated by reference to the three day
average of the closing mid-market
quotation of the Company’s share price
prior to the award date. The exercise
price of options under the PSP is 0.1p
per share.

The PSP will reward participants by
reference to performance criteria
based on (i) a comparative measure of
total shareholder return (TSR) against
the companies in the FTSE Small Cap
Index and (ii) the Company’s earnings
per share (EPS) growth. The combined
use of TSR and EPS targets is
intended to incentivise participants to
deliver substantial real earnings
growth in addition to generating above
market returns for shareholders.
Awards made up to the end of March
2009 had EPS and TSR performance
targets in equal proportions. 

Of all the PSP awards made since the
scheme was implemented in 2005 that
are capable of vesting, only 13% of the
shares granted have vested. An external
review of the performance conditions
was therefore made at the end of 2009.
Other performance measurements were
considered but it was decided to retain
the EPS and TSR conditions albeit, in
different proportions. Hence, awards
made in April 2009 and since, continue
to have both EPS and TSR performance
conditions but are weighted 80:20
respectively. As previously mentioned,
the Committee is undertaking a review
of total incentive arrangements and,
accordingly, performance targets and
their weightings will form part of this.

The portion of any award based on TSR
will, other than as discussed below, vest
25% for median performance, with full
vesting at the upper quartile level (and
the proportion vesting increasing on a
straight-line basis between these
points). TSR will be measured over a
three year performance period. The
measurements are performed
independently by Hewitt New Bridge
Street Consultants LLP.

The balance of the award will be based

on the Company’s EPS growth and will
vest 50% if EPS grows by an average of
4% per annum more than the increase in
RPI over a three year performance
period. If EPS grows by an average of
8% per annum more than the increase in
RPI over the period, this portion of the
award will vest in full. For EPS growth
between the lower and upper levels
quoted above, the proportion vesting
will increase on a straight-line basis.
EPS growth will be measured over a
three year period.

In September 2010, the PSP award
granted to Simon Moate, on joining the
Company in 2007 vested. Over the
three year period an EPS growth of
20.7% was achieved equating to 52.4%
(61,022 shares) of the award under the
EPS element. No awards vested under
the TSR element. Of the shares vesting
on 14 September, 31,217 were
immediately sold at 114.0p to settle
the related tax obligation and the
remaining 29,805 shares were
transferred to Simon Moate.

Simon Moate currently holds awards
over 483,816 Ordinary shares following
grants made in April 2008, March 2009
and May 2010 based on an average
share price of 168.75p, 82.5p and
155.5p respectively.  

Mark Cunningham currently holds
awards over 307,084 Ordinary shares
following grants made in April 2008 and
May 2010 based on an average share
price of 168.75p and 155.5p
respectively.

Steve McKeever currently holds awards
over 216,244 Ordinary shares following
grants made in April 2008 and May
2010 based on an average share price
of 168.75p and 155.5p respectively.

The above awards are detailed on page
28 and in note 26 to the financial
statements.

In the event of a takeover, all awards
granted under the PSP vest or become
exercisable to the extent that the
performance targets have been
achieved, as determined by the
Remuneration Committee. In the event
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Directors’ remuneration earned in 2010 - audited

The emoluments of the Directors (excluding pension contributions) are shown below:

2010 2010 2010 2010 2009
Salary Allowances and Annual
/fees benefits in kind bonus Total Total
£000 £000 £000 £000 £000

Chairman

D J Callear 134 - - 134 125

Executive

M A Cunningham 184 11 8 203 231

S A McKeever (appointed August 2010) 58 5 12 75* -

S R Moate 295 14 - 309 356

Subtotal 537 30 20 587 587

Non–executive

J L Cohen 54 - - 54 50

C M Batterham 50 - - 50 50

Subtotal 104 - - 104 100

Total 775 30 20 825 812

* From the period of appointment to the Board.

Other allowances and benefits in kind provided to executive Directors comprise car benefits, family private health care,
permanent health insurance and life assurance at the rate of four times annual salary.

No amounts have been waived in the current or prior year.

Directors’ pensions audited
Pension contributions reflect amounts payable to defined contribution personal pension schemes. The contributions payable to personal
pension schemes in the year are shown below:

Pension contributions
2010 2009
£000 £000

M A Cunningham 18 17

S A McKeever (appointed August 2010) 6 -

S R Moate 55 27

79 44

Directors’ interests unaudited

The beneficial interests of the Directors and their immediate families in the share capital of o2o at the year end are set out below:   

Number of Ordinary shares
2010 2009

D J Callear 450,991 450,991

M A Cunningham 1,089,549 1,089,549

S A McKeever - -

S R Moate 119,811 28,345

J L Cohen 38,506 38,506 

C M Batterham 7,516 7,516

1,706,373 1,614,907

There have been no changes in the Directors’ interests between 31 December 2010 and the date of this report.

No Director had any material interest in any contract of significance with the Group during the period under review. The Directors
confirm that they have not given any pledges of o2o shares.
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Consolidated Income Statement
for the year ended 31 December 2010

2010 2009
Note £000 £000

Revenue 3 207,631 187,464

Cost of sales 4 (148,817) (129,959)

Gross profit 58,814 57,505

Distribution costs 4 (19,298) (19,040)

Administrative expenses 4 (33,936) (29,486)

Operating profit 5,580 8,979

Finance costs 8 (1,000) (856)

Profit before income tax 4,580 8,123

Analysed as:

Underlying profit before income tax* 11,176 13,130

Share option expense 26 (138) (363)

Non-recurring costs 5 (5,336) (3,645)

Negative goodwill 31 244 -

Amortisation of intangibles 12 (1,366) (999)

Profit before income tax 3 4,580 8,123

Income tax expense 9 (234) (1,789)

Profit for the year 27 4,346 6,334

Profit attributable to:

Owners of the Company 27 4,346 6,138

Minority interest 27 - 196

4,346 6,334

Earnings per Ordinary share attributable to owners of the Company

Basic 11 12.1p 17.2p

Diluted 11 12.1p 17.1p

* Profit before income tax, non-recurring costs, amortisation of intangibles, negative goodwill and share option expense.

The Company has elected to take exemption under section 408 of the Companies Act 2006 not to present the Company’s
income statement or statement of comprehensive income. The profit for the Company was £4,097,000 (2009: £4,103,000). 
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Consolidated Statement of Comprehensive Income
for the year ended 31 December 2010

2010 2009
£000 £000

Profit for the year 4,346 6,334

Other comprehensive income:

Currency translation differences (37) (90)

Total comprehensive income for the year net of tax 4,309 6,244

Total comprehensive income attributable to:

Owners of the Company 4,309 6,048

Minority interest - 196

Total comprehensive income for the year 4,309 6,244
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Consolidated and Company Balance Sheets 
as at 31 December 2010

2010 2009 2010 2009
Note £000 £000 £000 £000

Assets

Non-current assets

Intangible assets 12 61,085 58,334 - -

Property, plant and equipment 13 3,168 3,427 - -

Investments in subsidiaries 14 - - 8,206 8,068

Deferred income tax asset 15 1,801 1,240 - -

66,054 63,001 8,206 8,068

Current assets

Inventories 16 5,993 6,412 - -

Trade and other receivables 17 28,831 24,051 9,617 9,604

Cash and cash equivalents 18 3,693 5,987 - 1

38,517 36,450 9,617 9,605

Total assets 104,571 99,451 17,823 17,673

Equity

Capital and reserves attributable to the owners of the Company

Ordinary shares 25 363 363 363 363

Share premium account 27 5,009 5,009 5,009 5,009

Other reserves 27 159 196 - -

Retained earnings 27 16,820 17,023 12,426 12,276

Total shareholders’ funds 22,351 22,591 17,798 17,648

Equity attributable to minority interest 27 - 196 - -

Total equity 22,351 22,787 17,798 17,648

Non-current liabilities

Borrowings 20 20,704 23,493 - -

Deferred income tax liability 15 2,983 2,197 - -

Provisions 23 1,061 1,273 - -

Retirement benefit obligations 24 778 894 - -

25,526 27,857 - -

Current liabilities

Trade and other payables 19 40,763 36,647 25 25

Borrowings 20 14,361 10,310 - -

Provisions 23 861 919 - -

Current income tax liabilities 22 709 931 - -

56,694 48,807 25 25

Total liabilities 82,220 76,664 25 25

Total equity and liabilities 104,571 99,451 17,823 17,673

The financial statements comprising the consolidated income statement, the consolidated statement of comprehensive income,
the consolidated and Company balance sheets, the consolidated and Company statements of changes in equity, the consolidated
and Company cash flow statements, the significant accounting policies and the notes to the financial statements were approved
for issue by the Board of Directors on 23 March 2011. 

D J Callear - Chairman

23 March 2011

Registered number 04083206

Consolidated Company
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Consolidated Statement of Changes in Equity
for the year ended 31 December 2010

Total
attributable

Share to owners
Ordinary premium Other Retained of the Minority Total 

shares account reserves earnings Company interest equity
Note £000 £000 £000 £000 £000 £000 £000

Balance at 1 January 2010 363 5,009 196 17,023 22,591 196 22,787

Comprehensive income - - - 4,346 4,346 - 4,346

Other comprehensive income - - (37) - (37) - (37)

Total comprehensive income for the
year ended 31 December 2010 - - (37) 4,346 4,309 - 4,309

Employee share options:

- value of employee services 26 - - - 135 135 - 135

- deferred tax on share options - - - 14 14 - 14

Acquisition of minority interest - - - (613) (613) 44 (569)

Dividends:

- Ordinary shares 10 - - - (4,085) (4,085) - (4,085)

- Minority interest - - - - - (240) (240)

- - (37) (203) (240) (196) (436)

Balance at 31 December 2010 363 5,009 159 16,820 22,351 - 22,351

Total
attributable

Share to owners
Ordinary premium Other Retained of the Minority Total 

shares account reserves earnings Company interest equity
Note £000 £000 £000 £000 £000 £000 £000

Balance at 1 January 2009 363 5,009 286 14,502 20,160 - 20,160

Comprehensive income - - - 6,138 6,138 196 6,334

Other comprehensive income - - (90) - (90) - (90)

Total comprehensive income for the
year ended 31 December 2009 - - (90) 6,138 6,048 196 6,244

Employee share options:

- value of employee services 26 - - - 278 278 - 278

- deferred tax on share options - - - 64 64 - 64

Sale of shares by EBT - - - 10 10 - 10

Dividends:

- Ordinary shares 10 - - - (3,969) (3,969) - (3,969)

- - (90) 2,521 2,431 196 2,627

Balance at 31 December 2009 363 5,009 196 17,023 22,591 196 22,787
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Share
Ordinary premium Retained Total 

shares account earnings equity
Note £000 £000 £000 £000

Balance at 1 January 2010 363 5,009 12,276 17,648

Comprehensive income - - 4,097 4,097

Total comprehensive income for the year ended 31 December 2010 - - 4,097 4,097

Credit to reserves for share based payments 26 - - 138 138

Dividends:

- Ordinary shares 10 - - (4,085) (4,085)

- - 150 150

Balance at 31 December 2010 363 5,009 12,426 17,798

Share
Ordinary premium Retained Total 

shares account earnings equity
Note £000 £000 £000 £000

Balance at 1 January 2009 363 5,009 11,769 17,141

Comprehensive income - - 4,103 4,103

Total comprehensive income for the year ended 31 December 2009 - - 4,103 4,103

Credit to reserves for share based payments 26 - - 363 363

Sale of shares by EBT - - 10 10

Dividends:

- Ordinary shares 10 - - (3,969) (3,969)

- - 507 507

Balance at 31 December 2009 363 5,009 12,276 17,648

Company Statement of Changes in Equity
for the year ended 31 December 2010
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Consolidated and Company Cash Flow Statements
for the year ended 31 December 2010

2010 2009 2010 2009
Note £000 £000 £000 £000

Cash flows from operating activities 

Cash generated from/(used in) operations 28 5,037 11,685 (13) (302)

Interest paid (1,000) (856) - -

Income tax paid (1,369) (2,820) - -

Net cash generated from/(used in) operating activities 2,668 8,009 (13) (302)

Cash flows from investing activities

Purchase of property, plant and equipment (411) (1,075) - -

Purchase of intangible assets - (70) - -

Acquisition of subsidiaries, including overdrafts (838) - - -

Interest received - - 97 103

Dividends received - - 4,000 4,000

Net cash (used in)/generated from investing activities (1,249) (1,145) 4,097 4,103

Cash flows from financing activities

Finance lease principal payments (446) (337) - -

Repayment of borrowings (2,500) - - -

Acquisition of minority interest (569) - - -

Sale of shares by EBT - 10 - 10

Dividends paid to Company’s shareholders 10 (4,085) (3,969) (4,085) (3,969)

Dividends paid to minority interests (240) - - -

Net cash used in financing activities (7,840) (4,296) (4,085) (3,959)

Net (decrease)/increase in cash, cash equivalents
and bank overdrafts (6,421) 2,568 (1) (158)

Cash, cash equivalents and bank overdrafts at 1 January 18 (1,438) (4,006) 1 159

Cash, cash equivalents and bank overdrafts at 31 December 18 (7,859) (1,438) - 1

Net debt at 31 December comprises:

2010 2009 2010 2009
£000 £000 £000 £000

Cash, cash equivalents and bank overdrafts (7,859) (1,438) - 1

Finance leases (1,013) (1,378) - -

Bank loans (22,500) (25,000) - -

Net debt at 31 December (31,372) (27,816) - 1

Consolidated Company

Consolidated Company
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Significant Accounting Policies for the year ended 31 December 2010

General information

office2office plc (the Company) and
its subsidiaries (the Group) provide
managed procurement and business
critical services. The Group operates
in the United Kingdom and Republic
of Ireland. 

The Company is a public limited
company, which is listed on the London
Stock Exchange and is incorporated
and domiciled in the United Kingdom.
The address of its registered office is
St Crispins, Duke Street, Norwich,
NR3 1PD.

Basis of preparation

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

The consolidated financial statements
of the Group and the individual financial
statements of the Company have been
prepared in accordance with
International Financial Reporting
Standards as adopted by the European
Union (IFRSs as adopted by the EU),
IFRIC (IFRS Interpretations Committee)
interpretations and the Companies Act
2006 as applicable to companies
reporting under IFRS. The consolidated
financial statements have been
prepared under the historical cost
convention.

The preparation of financial statements
in conformity with IFRS requires the use
of certain critical accounting estimates.
It also requires management to exercise
its judgement in the process of applying
the Group’s accounting policies. The
areas involving a higher degree of
judgement or complexity, or areas where
assumptions and estimates are
significant to the consolidated financial
statements, are disclosed in note 2.

Going concern

The Group has net current liabilities as at
31 December 2010. The Group has
traded profitably since the balance sheet
date with the profits generated

contributing to the funding of the Group’s
working capital requirements. In addition,
the Group meets its day-to-day working
capital requirements through sufficient
and appropriate credit facilities that are
committed until April 2013. The Group’s
forecasts indicate that it is able to
operate within the level of its current
facilities for the foreseeable future.
Accordingly, the Directors, having made
appropriate enquiries, consider it
reasonable to assume that the Group and
the Company have adequate resources to
continue for the foreseeable future and,
for this reason, have continued to adopt
the going concern basis in preparing the
financial statements.

Recent accounting
developments
Standards, amendments and
interpretations effective for the first
time in the year ended 31 December
2010:

� IFRS 3 (revised) ‘Business
combinations’, and consequential
amendments to IAS 27,
‘Consolidated and separate financial
statements’, IAS 28, ‘Investments in
associates’, and IAS 31, ‘Interests in
joint ventures’. The revised standard
continues to apply the acquisition
method to business combinations,
with some significant changes.
Changes to measurement of the fair
value of payments made to acquire a
business and the goodwill arising.
Transaction costs are expensed. The
effect of all transactions with non-
controlling interests are recorded in
equity if there is no change in control
and these transactions will no longer
result in goodwill gains and losses.
The investment in Banner Document
Services Limited on 24 December
2010 as referred to in note 31 has
been reflected within equity as no
change in control occurred. Effective
for annual reporting periods
commencing on or after 1 July 2009.

The following amendments to existing
standards and interpretations were
also effective for the current year, but
the adoption of these amendments to
existing standards and
interpretations did not have a
material impact on the Group:

� Amendments to IFRS 2, ‘Share based
payment’. 

� IFRIC 13, ‘Customer loyalty
programmes’.

� IFRIC 15, ‘Agreements for the
construction of real estate’.

� IFRIC 16, ‘Hedges of a net
investment in a foreign operation’.

� IAS 32, ‘Financial instruments:
presentation’.

� IAS 39 (amendment), ‘Financial
instruments: Recognition and
measurement’. 

� IFRIC 14, ‘IAS 19 – The limit on a
defined benefit asset, minimum
funding requirements and their
interaction’. This provides guidance
on accounting for defined benefit
pension schemes. 

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

� IAS 24 (revised) "Related party
disclosures".

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

� Amendment to IFRS 1, ‘First time
adoption of IFRS’ and IAS 27
‘Consolidated and separate financial
statements’.

� IFRS 9, ‘Financial instruments’. 

� Amendment to IAS 32, ‘Financial
instruments: Presentation’, and IAS 1,
‘Presentation of financial
statements’.

� Amendment to IAS 39, ‘Financial
Instruments; Recognition and
measurement on eligible hedged
items’.

� Amendment to IFRS 1 on first time
adoption of IFRS additional
exemptions.

� Amendments to IFRIC 9 and IAS 39
regarding embedded derivatives.

� Amendment to IAS 32 on
classification of rights issues.

� IFRIC 17, ‘Distributions of non-cash
assets to owners’.
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Significant Accounting Policies for the year ended 31 December 2010

� IFRIC 18, ‘Transfer of assets from
customers’.

� IFRIC 19, ‘Extinguishing financial
liabilities with equity instruments’.

Basis of consolidation

Subsidiaries are all entities over which
the Group has the power to govern the
financial and operating policies
generally accompanying a shareholding
of more than one half of the voting
rights. The existence and effect of
potential voting rights that are currently
exercisable or convertible are
considered when assessing whether the
Group controls another entity.
Subsidiaries are fully consolidated from
the date on which control is transferred
to the Group. They are de-consolidated
from the date that control ceases.

The subsidiary undertakings included
within these financial statements are
shown in note 14 to the financial
statements.

The acquisition method of accounting
is used to account for business
combinations. The cost of an
acquisition is measured as the fair
value of the assets given, equity
instruments issued and liabilities
incurred or assumed at the date of
exchange. Identifiable assets acquired
and liabilities and contingent liabilities
assumed in a business combination are
measured initially at their fair values at
the acquisition date, irrespective of the
extent of any minority interest. The
excess of the cost of the acquisition
over the fair value of the Group’s share
of the identifiable net assets acquired
is recorded as goodwill. If the cost of
the acquisition is less than the fair
value of the net assets of the
subsidiary acquired, the difference is
recognised directly in the income
statement. Directly attributable costs
associated with a business
combination are recognised in the
income statement.

Inter-company transactions, balances
and unrealised gains on transactions
between Group companies are
eliminated on consolidation.
Unrealised losses on transactions

between Group companies are also
eliminated but are considered for
impairment purposes in respect of the
asset transferred. Accounting policies
of subsidiaries have been aligned
where necessary to ensure
consistency with the policies adopted
by the Group.

The Group applies a policy of treating
transactions with minority interests as
transactions with parties external to
the Group. Disposals to minority
interests result in gains and losses for
the Group that are recorded in the
income statement. Purchases from
minority interests result in goodwill,
being the difference between any
consideration paid and the relevant
share acquired of the carrying value of
net assets of the subsidiary.

Revenue

Revenue is measured by reference to
the fair value of consideration received
by the Group from goods supplied and
services provided to external
customers. Revenue is stated after
deducting rebates, returns and other
similar discounts, and after eliminating
sales between Group companies and is
exclusive of value added tax. Revenue
is recognised upon the performance of
services or when the significant risks
and rewards of ownership are
transferred to a customer, which
occurs on delivery of goods as further
described below:

(a) Sale of goods
Revenue from the sale of goods is
recognised when all the following
conditions have been satisfied:

� the Group has transferred to the
buyer the significant risks and
rewards of ownership of the goods
which is generally upon delivery of
the products to the customer, except
where formal bill and hold
arrangements are in place when the
sale is recognised when an invoice is
raised;

� the Group retains neither continuing
managerial involvement to the
degree usually associated with
ownership nor effective control over
the goods sold which is generally

upon delivery of the goods to the
customer, except where formal bill
and hold arrangements are in place,
as above;

� the amount of revenue can be
measured reliably, based on
customer agreed purchase orders;

� it is probable that the economic
benefits associated with the
transaction will flow to the Group; and

� the costs incurred or to be incurred in
respect of the transaction can be
measured reliably, based on purchase
orders.

(b) Provision of services
When the outcome of a transaction
involving the provision of services can
be estimated reliably, revenue
associated with the transaction is
recognised on the basis of performance
of contractual obligations and to the
extent that the right to consideration
has been earned. The outcome of the
transaction is deemed to be able to be
estimated reliably when all the following
conditions are satisfied:

� the amount of revenue can be
measured reliably;

� it is probable that the economic
benefits associated with the
transaction will flow to the entity;

� the stage of completion of the
transaction at the balance sheet date
can be measured reliably and is
estimated by reference to the
percentage completion of the
requested service (or component
parts thereof) to be provided; and

� the costs incurred for the transaction
and the costs to complete the
transaction can be measured reliably.

Where a contract for goods or services
involves delivery of several different
elements and is not fully delivered or
performed by the year end, revenue is
recognised based on the proportion of
the fair value of the elements delivered
to the fair value of the overall contract.

(c) Dividend income
Dividend income is recognised when the
right to receive payment is established.

Segment reporting

Operating segments are reported in a
manner consistent with the internal
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Significant Accounting Policies for the year ended 31 December 2010

reporting provided to the chief
operating decision-maker. The chief
operating decision-maker, which is
responsible for allocating resources and
assessing performance of the operating
segments, has been identified as the
Board of Directors.

Foreign currency translation

The financial information in this report
is presented in Sterling, the functional
and presentational currency of the
Company, rounded to the nearest
thousand.

Transactions denominated in foreign
currencies are translated into Sterling
at the rate of exchange ruling at the
date of transaction. All realised foreign
exchange differences are taken to the
income statement. Monetary assets
and liabilities denominated in foreign
currencies are translated into Sterling
at the rates of exchange ruling at the
balance sheet date and are recognised
in the income statement.

The results and financial position of
the Group entities that have a
functional currency different from the
presentational currency are translated
into the presentational currency as
follows:

� assets and liabilities for each balance
sheet presented are translated at the
closing rate at the date of that
balance sheet;

� income and expenses for each
income statement are translated at
average exchange rates (unless this
average is not a reasonable
approximation of the cumulative
effect of the rates prevailing on the
transaction dates, in which case
income and expenses are translated
at the rate on the dates of the
transactions); and

� all resulting exchange differences are
recognised in the statement of
comprehensive income.

Non-recurring costs

Non-recurring costs are those
significant items which are separately 

disclosed by virtue of their size or
incidence to enable a full
understanding of the Group’s financial
performance. Transactions which may
give rise to non-recurring costs are
principally restructuring related costs,
costs in respect of key management
changes and transaction costs incurred
in respect of business combinations.

Business combinations and
goodwill

The Group recognises intangible assets
as part of business combinations at
fair value at the date of acquisition.
The determination of these fair values
is based upon management’s
judgement and includes assumptions
on the timing and amount of future
incremental cash flows generated by
the assets acquired and the selection
of an appropriate cost of capital. The
useful lives of intangible assets are
estimated and amortisation charged on
a straight-line basis.

Goodwill arising on consolidation
represents the excess of the cost of an
acquisition over the fair value of the
Group’s share of the net assets/net
liabilities of the acquired subsidiary at
the date of acquisition. If the cost of
acquisition is less than the fair value of
the Group’s share of the net assets/net
liabilities of the acquired entity (i.e. a
discount on acquisition) then the
difference is credited to the income
statement in the period of acquisition.
Goodwill is allocated to cash
generating units for the purposes of
impairment testing and is tested
annually for impairment (refer to
impairment of assets policy) and
carried at cost less accumulated
impairment losses. 

At the acquisition date of a subsidiary,
goodwill acquired is recognised as an
asset and is allocated to each of the
cash-generating units expected to
benefit from the business
combination’s synergies and to the
lowest level at which management
monitors the goodwill. 

On disposal of a subsidiary the
attributable amount of goodwill is 

included in the determination of the

profit or loss on disposal.

Goodwill acquired up to 31 December

2003 was capitalised and amortised

over its useful economic life. As

permitted by IFRS1, ‘First-time

Adoption of International Financial

Reporting Standards’, the classification

and accounting treatment of business

combinations made prior to 1 January

2004 was not amended on transition to

IFRS. 

Other intangible assets

Customer relationships

Customer relationships are recognised

as intangible assets at the fair value of

the consideration paid to acquire them

less provisions for amortisation and

impairment. The fair value attributed to

the customer relationships acquired

through a business combination is

determined by discounting the expected

future cash flows to be generated from

that asset at the risk adjusted, post tax,

weighted average cost of capital at the

time of the acquisition for that business

combination. The residual values of

customer relationships are assumed to

be £nil.

Amortisation is provided so as to write

off the cost of the customer

relationships over the expected

economic lives of the asset in equal

annual instalments as follows:

Customer relationships arising on the

acquisition of:

TripleArc plc

(BMC) 10 years

Accord Office Supplies Limited

(Accord) 10 years

The Print Factory (London) 1991

Limited and DSR Group Limited

(BMC) 10 years

Martin Luck Limited – Newbury branch

(Accord) 10 years
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Significant Accounting Policies for the year ended 31 December 2010

Brands

Brands are recognised as intangible
assets at the fair value of the
consideration paid to acquire them less
provisions for amortisation and
impairment. The fair value attributed to
the brands acquired through a business
combination is determined by
discounting the expected future cash
flows that would be generated by a
royalty stream in respect of the brands,
at the risk adjusted, post tax, weighted
average cost of capital at the time of
the acquisition for that business
combination. The residual values of
brands are assumed to be £nil.

Amortisation is provided so as to write
off the cost of the brands over the
expected economic lives of the asset in
equal annual instalments as follows:

TripleArc plc 
(BMC) 10 years

Accord Office Supplies Limited
(Accord) 10 years

Software

Software is included at cost and
amortised on a straight line basis over
its useful economic life of 3-5 years.

The amortisation charge in respect of
customer relationships, brands and
software is recognised within
administrative expenses.

Impairment of non-financial
assets

Assets that have an indefinite useful
life, for example, goodwill are not
subject to amortisation and are tested
annually for impairment. Assets that
are subject to amortisation are
reviewed for impairment whenever
events or changes in circumstances
indicate that the carrying amount may
not be recoverable. An impairment loss
is recognised for the amount by which
the asset’s carrying amount exceeds its
recoverable amount. The recoverable
amount is the higher of an asset’s fair
value less costs to sell and value in use.
For the purposes of assessing
impairment, assets are grouped at the
lowest levels for which there are
separately identifiable cash flows

(cash-generating units).

In respect of assets other than goodwill,

an impairment loss is reversed if there

has been a change in the estimates used

to determine the recoverable amount.

An impairment loss is reversed only to

the extent that the asset’s carrying

amount does not exceed the carrying

amount that would have been

determined, net of depreciation or

amortisation, if no impairment loss had

been recognised.

Impairment losses recognised in

respect of goodwill are not

subsequently reversed.

Property, plant and equipment

Property, plant and equipment is stated

at historical cost less accumulated

depreciation and any accumulated

impairment losses. Historical costs

include expenditure that is directly

attributable to the acquisition of the

items. The assets’ residual values and

useful lives are reviewed annually and

adjusted as appropriate.

Subsequent costs are included in the

asset’s carrying amount or recognised

as a separate asset, as appropriate,

only when it is probable that future

economic benefits associated with the

item will flow to the Group and the

cost of the item can be measured

reliably. The carrying amount of the

replaced part is derecognised. All

other repairs and maintenance are

charged to the income statement

during the financial period in which

they are incurred.

Gains and losses on disposal are

determined by comparing the proceeds

with the carrying amount and are

recognised in the income statement.

Depreciation commences in the month

that the assets are fully installed and

commissioned and is provided on a

straight line basis at rates calculated to

write off the cost, less estimated

residual value, of each asset over its

expected useful life, 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

The depreciation charge in respect of

short leasehold land and buildings, plant

and machinery and office equipment is

recognised within distribution costs and

administrative expenses.

Investments

In the Company’s financial statements,

investments in subsidiary undertakings

are initially stated at cost, being the fair

value of the consideration given.

Investments are reviewed where an

indication of impairment exists. An

impairment loss is recognised for the

amount by which the asset’s carrying

amount exceeds its recoverable amount.

The recoverable amount is the higher of

an asset’s fair value less costs to sell

and value in use.

Leased assets

Assets held under finance leases, as

defined under IAS 17, ‘Leases’, are

capitalised and included as part of

property, plant and equipment. They are

depreciated over their useful lives or

the lease term (if shorter). The capital

elements of future obligations under

finance leases are included as liabilities

in the balance sheet. The interest

element of the rental obligations is

charged to the income statement over

the period of the lease and represents a

constant proportion of the balance of

capital repayments outstanding.

Leases in which a significant proportion

of the risks and rewards of ownership

are retained 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.

Benefits received and receivable as an

incentive to enter a lease are spread

evenly over the lease term.
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Inventories

Inventories comprise finished goods and
goods held for resale and are stated at
the lower of cost or net realisable value.
Cost includes all expenditure directly
attributable to bringing each product to
its present location and condition on a
first in first out method. Net realisable
value is based on estimated selling price
less further costs expected to be
incurred to completion and disposal.

Provision for obsolete, slow moving and
defective inventories are made on a line
by line basis, where necessary, in order
to reduce inventory to the lower of cost
or net realisable value.

Cash and cash equivalents

Cash and cash equivalents shown on the
balance sheet comprise cash balances
and deposits with banks that have a
maturity of three months or less from
the date of inception.

Bank overdrafts are shown within
borrowings in current liabilities on the
balance sheet, but are included as a
component of cash and cash equivalents
for the purposes of the cash flow
statement as they form an integral part
of the Group’s cash management.

Bank overdrafts include cash book
overdrafts and confidential invoice
discounting arrangements whereby the
amount borrowed is limited to a
proportion of the trade receivables.

Provisions

The Group makes provision for liabilities
when it has a legal or constructive
obligation arising from a past event; it is
probable that an outflow of resources will
be required to settle the obligation; and
the amount can be reliably estimated. 

Provisions for property dilapidations
represent the current estimated costs
to repair leased properties which are
required to be made good before the
properties are returned at the end of
the leases. Provision is made on a
property by property basis and the
timing of the utilisation will differ for
each property.

Provisions for onerous leases are
recognised when the Group believes
that the unavoidable costs of meeting
the lease obligations exceed the
economic benefits expected to be
received under the lease. 

Provisions are measured at the present
value of the expenditures expected to
be required to settle the obligation
using a pre-tax rate that reflects current
market assessments of the time value
of money and the risks specific to the
obligation. The increase in the provision
due to passage of time is recognised as
interest expense.

Retirement benefit costs

Group companies operate both defined
benefit and defined contribution
pension plans.

The Group maintains a defined benefit
pension scheme for former employees
of Her Majesty’s Stationery Office,
which requires contributions to be made
to a separately administered fund. The
scheme currently has 162 members and
is closed to new members. The scheme
is administered by trustee directors of
Banner Business Supplies (Pensions)
Limited, which is a wholly owned
subsidiary of office2office (UK) plc, a
subsidiary company of office2office plc.

The net surplus or deficit of the defined
benefit pension scheme is calculated in
accordance with IAS 19, ‘Employee
Benefits’, based on the fair value of the
plan assets less the present value of the
defined benefit obligation at the
balance sheet date.

The defined benefit obligation is
calculated annually by independent
actuaries using the projected unit credit
method. The present value of defined
benefit obligations is determined by
discounting the estimated future cash
outflows using interest rates of high-
quality corporate bonds that are
determined in the currency in which the
benefits will be paid, and have terms to
maturity approximating to the terms of
the related pension liability.

The Group has, in respect of IAS 19 and
IFRS 1, adopted the corridor approach
to account for its pension scheme

liability. As a result, all cumulative
actuarial gains and losses at the date of
transition to IFRS (1 January 2004)
have been taken directly to reserves. In
respect of actuarial gains and losses
that arise subsequent to that date, to
the extent that, cumulatively, they
exceed 10 per cent of the greater of the
present value of the defined benefit
obligation and the fair value of the plan
assets, that portion is recognised in the
income statement over the expected
average remaining working lives of the
employees participating in the plan from
the accounting period following the year
of exceeding the corridor. Otherwise,
the accumulated actuarial gains and
losses are not recognised.

Where the actuarial valuation of the
scheme demonstrates that the scheme
is in surplus, the recognised asset is
limited to that for which the Group can
benefit in future, for example, by
refunds or a reduction in contributions.

The cost charged to administrative
expenses in the income statement
consists of current service cost, interest
cost, expected return on plan assets,
past service cost and the impact of any
settlements or curtailments, as well as
actuarial gains or losses to the extent
that they are recognised.

A valuation is performed annually by an
independent actuary. Further details in
respect of the assumptions used in
providing the valuation are included in
note 24 to the financial statements.

Since 30 September 1996, all new
employees have been eligible to join the
Group’s personal pension scheme, which
is a defined contribution scheme.
Contributions to defined contribution
arrangements are charged to the
income statement in the period in which
they fall due. The assets of the scheme
are held separately from those of the
Group in an independently administered
fund.

Share-based compensation

The Group operates a number of share-
based compensation schemes including
a SAYE scheme which is open to all
employees. The fair value of the
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employee services received in exchange
for the grant of options (approximated
by reference to the fair value of the
option granted) is recognised as an
expense. The fair value of the option is
measured at grant date and spread over
the vesting period (which is the period
over which all of the specified vesting
conditions are to be satisfied) through
the income statement with a
corresponding increase in equity. The
fair value of the share options and
awards are measured using an option-
pricing model taking into account the
terms and conditions of the individual
schemes. The fair value of options
awarded under schemes with market
based performance conditions is
estimated using a Monte-Carlo model.
The fair value of options awarded under
schemes with non-market based
performance conditions is estimated
using a Black-Scholes model.

Shares purchased through the employee
benefit trust (EBT) are held at cost and
treated as Treasury Shares and are
deducted from shareholders’ equity. The
right to a dividend and voting rights on
these shares has been waived. 

When options are exercised, the
Company sells shares through the EBT
to satisfy the options.

The Group makes charges to the income
statement for any potential employer’s
national insurance liability on options
granted, based on the Director’s best
estimate of the fair value of the options
granted at the balance sheet date and
spread over the vesting period of the
option.

The fair value of the options granted
under the various schemes has been
accounted for in the Group’s financial
statements. Where these amounts are
in respect of subsidiaries they are
accounted for as an adjustment to the
Company’s carrying value of
investments. 

At each balance sheet date, the
Company revises its estimate of the
number of options that are going to
vest. The Group recognises the impact
of any revision to original estimates, if
any, in the income statement, with a
corresponding adjustment to equity. The

proceeds on exercise of options, net of
any directly attributable transaction
costs, are credited to share capital (at
nominal value) and share premium when
the options are exercised.

Current and deferred income tax

The tax charge for the period comprises
both current and deferred tax. Tax is
recognised in the income statement
except to the extent that it relates to
items recognised directly in equity, in
which case it is recognised in equity.

Current tax is the expected tax payable
on the taxable income for the period and
any adjustment to tax payable in
respect of previous periods, and is
calculated on the basis of tax rates (and
laws) that have been enacted or
substantively enacted by the balance
sheet date.

Deferred tax is provided in full using the
balance sheet liability method on
temporary differences between the tax
bases of assets and liabilities and their
carrying value for accounting purposes.

Deferred tax is determined on a non-
discounted basis using tax rates (and
laws) that have been enacted or
substantively enacted by the balance
sheet date and which are expected to
apply when the related deferred tax
asset is realised or deferred tax liability
is settled. 

Where the intrinsic value of a share
option exceeds the fair value, the
corresponding deferred tax on the
excess is recognised directly in equity.

A deferred tax asset is recognised only
to the extent that it is probable that
sufficient taxable profit will be available
to utilise the temporary difference.

Financial assets and liabilities

Financial assets and financial liabilities
are recognised on the Group’s balance
sheet when the Group becomes a party
to the contractual provisions of the
instrument.

The Group classifies its financial assets
and liabilities in the following
categories: loans and receivables, and

other financial liabilities. The
classification depends on the purpose
for which the financial assets or
liabilities were acquired. Management
determines the classification of its
financial assets and liabilities at initial
recognition. The classification of
financial liabilities is determined in
accordance with IFRS 7 taking account
of the repayment profile of the liability.
For those with fixed or determinable
payment profiles the amounts are
recognised as either current liabilities
or, where amounts are not due for more
than 12 months after the reporting
period, as non-current liabilities.

Trade receivables

Trade receivables are recognised
initially at fair value and subsequently
measured at amortised cost using the
effective interest method, less
provision for impairment. A provision
for impairment of trade receivables is
established when there is objective
evidence that the Group will not be able
to collect all amounts due according to
the original terms of the receivables.
Significant financial difficulties of the
debtor, probability that the debtor will
enter bankruptcy or financial
reorganisation and default or
delinquency in payments (more than 60
days overdue) are considered indicators
that the trade receivable is impaired.
The amount of the provision is the
difference between the asset’s carrying
amount and the present value of
estimated future cash flows. The
carrying amount of the asset is reduced
through the use of an allowance account
and the amount of the loss is recognised
in the income statement within cost of
sales. When a trade receivable is
uncollectable, it is written off against
the allowance account for trade
receivables. Subsequent recoveries of
amounts previously written off are
credited against cost of sales in the
income statement.

Borrowings

Borrowings are recognised initially at
fair value net of transaction costs.
Borrowings are subsequently stated at
amortised cost; any difference between
the proceeds (net of transaction costs)
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Underlying profit is calculated as follows:
2010 2009
£000 £000

Profit before income tax 4,580 8,123
Add:

Share option charges (note 26) 138 363

Non-recurring costs (note 5) 5,336 3,645

Negative goodwill (244) -

Amortisation of intangibles (note 12) 1,366 999

Underlying profit before income tax 11,176 13,130

and the redemption value is recognised
in the income statement over the period
of the borrowings using the effective
interest method.

Borrowings are classified as current
liabilities unless the Group has an
unconditional right to defer settlement
of the liability for at least 12 months
after the balance sheet date.

Trade payables

Trade payables are not interest bearing
and are recognised initially at fair value
and subsequently measured at
amortised cost using the effective
interest method.

Equity instruments

Equity instruments issued by the
Company are recorded at the proceeds
received, net of direct issue costs.
Where any Group company purchases
the Company’s equity share capital
(treasury shares), the consideration
paid, including any directly attributable
incremental costs (net of income taxes)
is deducted from equity attributable to
the Company’s owners until the shares
are cancelled or reissued. Where such
shares are subsequently reissued, any
consideration received, net of any
directly attributable incremental
transaction costs and the related
income tax effects, is included in equity
attributable to the Company’s owners. 

Investments

In accordance with IAS 39, available-for-
sale investments in equity instruments
that do not have a quoted market price
in an active market and whose fair value
cannot be reliably measured are
measured at cost. If the fair value can
subsequently be measured by reference
to third party information, such as an
offer to purchase, the financial asset is
revalued to this fair value. Any gains or
losses arising from the revaluation to
fair value are recognised as other gains
or losses in the income statement. 

The Group assesses at each balance
sheet date whether there is objective
evidence that a financial asset or a
group of financial assets is impaired.

The above financial assets and liabilities
are grouped as follows:

� Cash and cash equivalents and trade
and other receivables (excluding
prepayments) are classified as loans
and receivables for the purpose of
IFRS 7.

� Borrowings, finance leases and trade
and other payables (excluding
statutory liabilities) are classified as
other financial liabilities at amortised
cost for the purpose of IFRS 7.

Dividends

Distributions to owners are disclosed as
a component of the movement in the
statement of changes in shareholders’
equity. A liability is recorded for a final
dividend when the dividend is approved

by the Company’s shareholders. Interim
dividends are recognised in the period in
which they are paid.

Use of non-GAAP profit
measures

The Directors believe that the use of
underlying profit before income tax
provides a clearer understanding of the
performance of the Group. This measure
is used for internal performance analysis.
Underlying profit is not defined by IFRS
and therefore may not be directly
comparable with other companies’
adjusted profit measures. It is not
intended to be a substitute for, or
superior, to IFRS measurements of profit.
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Notes to the Financial Statements for the year ended 31 December 2010

The Group’s activities expose it to a variety of financial risks: market risk (including currency risk, commodity price risk and cash
flow and fair value interest rate risk), credit risk and liquidity risk. The Group’s overall risk management programme focuses on
the unpredictability of financial markets and seeks to minimise potential adverse effects on the Group’s financial performance.

(a) Market risk

(i) Currency risk

The Group operates in the United Kingdom and Republic of Ireland and, accordingly, has limited exposure to foreign exchange
risk. Currency risk is managed by matching, where possible, cash inflows and outflows denominated in Euros.

The Group does not currently hedge any foreign currency transactions but continues to keep this policy under review.

Management have considered and concluded that a movement of 10% would be a reasonable benchmark over which to
determine the sensitivity of the Group’s performance to foreign exchange rate risk, because a movement of this magnitude is
considered to be a reasonable approximation of movements that could be expected to occur. For the year ended 31 December
2010, if the Euro had weakened/strengthened by 10% against Sterling with all other variables held constant, post-tax profit and
the movement in net assets for the year would have been £84,000 (2009: £72,000) lower/higher, as a result of foreign exchange
gains/losses on translation of the Euro-denominated transactions and monetary assets and liabilities at fair value through profit
or loss.

The calculation applied in determining the impact of a 10% movement in exchange rates is based upon adjusting the average
exchange rates by 10% on the Euro denominated transactions.

(ii) Commodity price risk

The Group has exposure to changes in commodity prices such as steel, oil and paper (including supplier price increases as a result
of foreign exchange movements), which form a constituent part of many of the products sold. It is the policy of the Group to pass
on these unavoidable cost price increases to customers as appropriate.

The Group does not currently hedge its exposure to commodity prices but continues to keep this policy under review.

Management have considered and concluded that a movement of 1% in gross margin percentage would be a reasonable
benchmark over which to determine the sensitivity of the Group’s performance to commodity price risk, because a movement of
this magnitude is considered to be a reasonable approximation of movements that could expect to be incurred by the Group. For
the year ended 31 December 2010, if the gross margin percentage had weakened/strengthened by 1% with all other variables
held constant, gross profit for the year would have been £2,076,000 (2009: £1,875,000) lower/higher.

(iii) Cash flow and fair value interest rate risk

The Group has interest-bearing assets in the form of cash and cash equivalents. The Company has interest bearing assets in the
form of loans to subsidiary companies. Therefore interest income is sensitive to movements in interest rates.

The Group’s interest rate risk predominantly arises from short and long-term borrowings. Borrowings issued at variable rates
expose the Group to cash flow interest rate risk. Borrowings issued at fixed rates expose the Group to fair value interest rate
risk. During 2009 and 2010, the Group’s borrowings, other than in respect of finance leases, were all at variable rates and all
borrowings were denominated in Sterling.

The Group continues to keep its policy of not hedging its exposure to interest rate movements under review.

For the year ended 31 December 2010, management have considered and concluded that a movement of 100 basis points would
be a reasonable benchmark over which to determine the sensitivity of the Group’s performance to interest rate risk, because a
movement of this magnitude is considered to be a reasonable approximation of movements that could be expected to occur. If
interest rates on borrowings had been 100 basis points higher/lower with all other variables held constant, post-tax profit for the
year would have been £238,000 (2009: £212,000) lower/higher, as a result of higher/lower interest expense on floating rate
borrowings.

(b) Credit risk

Credit risk is managed on a Group basis. Credit risk arises from cash and cash equivalents and deposits with banks and financial
institutions as well as credit exposure to customers, including outstanding receivables and committed transactions.

For banks and financial institutions only independently rated parties with a minimum rating of ‘A’ are accepted in normal
circumstances.

1. Financial risk management
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Internally, customers are rated according to financial position, history of trading and other factors. Individual credit limits are

based on internal and external ratings, in accordance with limits set by management. The utilisation of credit limits is regularly

monitored. Concentrations of credit risk with respect to trade receivables are limited due to the Group’s diverse customer base.

(c) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and the availability of funding through an adequate amount

of committed credit facilities.

Management monitors rolling forecasts of the Group’s liquidity reserve (comprising undrawn borrowing facilities and cash and

cash equivalents) on the basis of expected cash flows.

The table below analyses the Group’s financial liabilities which will be settled on a net basis into relevant maturity groupings

based on the remaining period at the balance sheet date to the contractual maturity date. 

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

At 31 December 2010 Less than Between Between Over
1 year 1 and 2 years 2 and 5 years 5 years
£000 £000 £000 £000

Borrowings (excluding finance lease liabilities) 14,697 7,958 12,613 -

Finance leases 344 367 356 23

Trade payables and accrued expenses 36,742 - - -

51,783 8,325 12,969 23

At 31 December 2009 Less than Between Between Over
1 year 1 and 2 years 2 and 5 years 5 years
£000 £000 £000 £000

Borrowings (excluding finance lease liabilities) 10,894 3,364 20,766 -

Finance leases 427 396 667 -

Trade payables and accrued expenses 33,850 - - -

45,171 3,760 21,433 -

The Group’s overall risk management programme focuses as an objective on the unpredictability of financial markets and seeks

to minimise potential adverse effects on the Group’s financial performance. Risk management is carried out centrally and where

appropriate under policies approved by the Board of Directors. The policies adopted are described above.

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

Interest rate risk profile of financial liabilities

The interest rate risk profile of financial liabilities was as follows:

2010 2009
£000 £000

Fixed-rate borrowings 1,013 1,378

Variable-rate borrowings 34,052 32,425

35,065 33,803

The fixed-rate borrowings comprise finance leases with an effective weighted average interest rate of 4.3% (2009: 4.3%), fixed

for a weighted average period of 2.3 years (2009: 3.2 years).

In addition to short-term borrowing facilities, the Group arranged a loan on 16 April 2008 of £25,000,000 for the purpose of

funding the Group’s acquisition strategy. The loan is repayable in instalments between April 2010 and April 2013, with interest

charged at a floating rate linked to LIBOR. A maturity analysis is provided at note 20 to the financial statements.

Notes to the Financial Statements for the year ended 31 December 2010
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Maturity profile of financial liabilities (excluding trade payables)
2010 2009
£000 £000

Within one year 14,362 10,310

Over one year and under two years 7,841 2,859

Between two and five years 12,840 20,634

After five years 22 -

35,065 33,803

Currency risk profile of financial assets/liabilities
The Group did not have a material exposure to foreign exchange gains or losses on financial assets and liabilities denominated in
foreign currencies at 31 December 2010 and has not used any instruments to hedge foreign currency transactions.

Financial assets/(liabilities) relating to cash balances and overdrafts held at financial institutions are at floating rates
denominated in the currency held below:

2010 2009
£000 £000

Sterling - deposits 2,914 4,717

Sterling - bank overdrafts (11,552) (7,425)

(8,638) (2,708)

Euro - deposits 779 1,270

(7,859) (1,438)

There is no material currency risk relating to other financial assets or liabilities.

Fair values of financial instruments

See note 20 for consideration of the differences between the carrying amount and the fair value of borrowings. The fair value of
other financial assets and liabilities is not materially different to their book value due to the short term maturity of the
instruments.

Committed and uncommitted undrawn facilities
The Group has the following undrawn borrowing facilities:

2010 2009
£000 £000

Gross undrawn committed confidential invoice discounting facility 20,000 20,000

Gross undrawn uncommitted confidential invoice discounting facility 1,200 1,200

Cash book overdraft (11,552) (7,425)

Net undrawn facilities 9,648 13,775

Bank balances 3,693 5,987

Available liquidity 13,341 19,762

As at 31 December 2010, the Group had not drawn against its committed and uncommitted invoice discounting facility. At that
date the Group had a cash book overdraft of £11,552,000 (2009: £7,425,000) and bank balances of £3,693,000 (2009:
£5,987,000). If all payments had cleared on the day of issue, the Group would have had net available liquidity of £13,341,000
(2009: £19,762,000).

The confidential invoice discounting facility is a committed facility, subject to sufficient security from trade receivables, expiring
in April 2013.

The Group has sufficient headroom to enable it to conform to covenants on its existing borrowings. The Group has sufficient
working capital and undrawn financing facilities to service its operating activities and finance further suitable acquisition
opportunities should they arise.

There have been no breaches in the covenants on borrowings in the year ended 31 December 2010 and up to the date of signing
the financial statements.
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Capital risk management
The Group’s policy is to maintain a strong capital base, defined as facilities plus total shareholders’ equity, so as to maintain
investor, creditor and market confidence and to sustain future development of the business. Within this overall policy, the Group
seeks to maintain an optimum capital structure by a mixture of debt and retained earnings. Funding needs are reviewed
periodically and also each time a significant acquisition is made. A number of factors are considered which include the net
debt/earnings before interest, tax, depreciation and amortisation (EBITDA) ratio, future funding needs (usually potential
acquisitions) and Group banking arrangements (including the monitoring of debt covenants over current funding arrangements).
There were no changes to the Group’s approach to capital management during the year. The primary source of funding for the
Group is bank borrowings.

Consistent with others in the industry, the Group monitors capital on the basis of gearing ratio, calculated as net debt divided by
total equity. Net debt is calculated as total borrowings (including current and non current borrowings, less cash) as shown in the
balance sheet. Total equity is defined as total equity as shown in the consolidated balance sheet.

2010 2009
£000 £000

Total borrowings (note 20) (35,065) (33,803)

Less: cash and cash equivalents (note 18) 3,693 5,987

Net debt (31,372) (27,816)

Total equity 22,351 22,787

Gearing ratio 1.40 1.22

2. Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if revision affects only that period or in the period of the revision and future periods
if the revision affects both current and future periods.

Determination of cash flows, discount rates used in business combinations and impairment reviews of goodwill and
other intangibles
Discount rates are determined by management for the purpose of valuing fair values of intangible assets arising on business
combinations and to determine the net present value of cash flows in respect of annual impairment reviews of goodwill and other
intangibles when appropriate.

The discount rates used for the purpose of impairment reviews are based on the appropriate cost of capital adjusted for
management’s perceived risk.

The cash flows attributable to the cash-generating unit to which goodwill (and, when appropriate, other intangibles) is allocated,
are based on managements’ best estimates of future profitability and the resulting cash flows.

While management believe the discount rates and cash flows used are the most appropriate rates, changes in these assumptions
could result in impairment of goodwill, other intangibles, or in the fair value of intangibles in respect of business combinations
differing to the values recorded.

Income tax
The Group is subject to income tax in both the United Kingdom and the Republic of Ireland. Significant judgement is required in
determining the provision for income tax. There are many transactions and calculations for which the ultimate tax determination
is uncertain during the ordinary course of business. Where the final tax outcome of these matters is different from the amounts
that were initially recorded, such differences will impact the income tax and deferred tax provisions in the period in which such
determination is made.
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Assets and liabilities
The preparation of the consolidated financial statements requires management to make judgements, estimates and assumptions
that affect the application of policies and reported amounts of assets and liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience and various other factors that are believed to be reasonable under
the circumstances, the results of which form the basis of making judgements about carrying values of assets and liabilities that
are not readily apparent from other sources. Actual results may differ from these estimates.

Impairment of inventories
Where necessary, provision is made for obsolete, slow-moving and damaged stock. This provision represents the difference
between the cost of the stock and its estimated market value, based upon stock turn rates, market conditions and trends in
consumer demand.

Allowances for doubtful receivables
Allowances are made for doubtful receivables for estimated losses resulting from the subsequent inability of customers to make
required payments. If the financial conditions of customers were to deteriorate, resulting in an impairment of their ability to
make payments, additional allowances may be required in future periods.

Pensions
The determination of the pension benefit obligation and expense for the defined benefit pension plan is dependent on the
selection of certain assumptions used by actuaries in calculating such amounts. Those assumptions are described in note 24 to
the financial statements and include, among others, the discount rate, the expected long-term rate of increase in future
compensation levels and expected mortality rates. A portion of the plan assets are invested in equity securities. The equity
markets have experienced volatility, which has affected the value of the pension plan assets. This volatility may make it difficult
to estimate the long-term rate of return on plan assets. Assumptions are based on actual historical experience and external data
regarding compensation and discount rate trends. While the Directors believe that the assumptions are appropriate, significant
differences in the actual experience or significant changes in the assumptions may materially affect the pension obligation and
the future expense.

Share based payments
The fair value of options awarded under schemes with market based performance conditions is estimated using a Monte-Carlo
model. The fair value of options awarded under schemes with non-market based performance conditions is estimated using a
Black-Scholes model. These models require the use of estimates and forward looking projections.

Notes to the Financial Statements for the year ended 31 December 2010
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3. Segmental information 
IFRS 8, ‘Operating Segments’, requires a ‘management approach’, under which segment information is presented on the same
basis as that used for internal reporting purposes. The operating segments are identified on the basis of internal reports
regularly reviewed by the Board of Directors, the Board of Directors being the chief operating decision-maker, in order to allocate
resources to the segments and to assess their respective performance.

The Board considers the business from a service perspective. The Group is organised into two business segments:

� Managed procurement; and 
� Business critical services

The business units of each reportable segment (Banner Business Services and Accord in respect of managed procurement and
Banner Managed Communication and Banner Document Services in respect of business critical services), do not qualify as
reportable segments as decisions about the allocation of resources and the assessment of performance are not made at this level.

The Board assesses the performance of the operating segments based on a measure of adjusted earnings before interest,
taxation and amortisation (EBITA). This measurement basis excludes the effects of non-recurring expenditure from the operating
segments, such as restructuring costs. Other information provided to the Board, except as noted below, is measured in a manner
consistent with that in the financial statements.

Total assets include the bank balance of office2office plc, which is managed for the basis of dividend distributions. This is part of
the reconciliation to total balance sheet assets.

Business
Managed critical

procurement services Total
£000 £000 £000

Year ended 31 December 2010
Revenue 145,660 61,971 207,631

Adjusted EBITA 16,397 5,435 21,832

Year ended 31 December 2009
Revenue 151,185 36,279 187,464

Adjusted EBITA 19,212 3,875 23,087

Total Assets

31 December 2010 52,486 51,622 104,108

31 December 2009 59,301 39,592 98,893

Additions to property, plant and equipment

31 December 2010 342 150 492

31 December 2009 709 1,426 2,135

Depreciation

31 December 2010 (449) (355) (804)

31 December 2009 (546) (432) (978)

A reconciliation of total adjusted EBITA to profit before income tax is provided as follows:
2010 2009
£000 £000

Adjusted EBITA for reportable segments 21,832 23,087

Central costs (9,656) (9,101)

Finance costs (1,000) (856)

Underlying profit before income tax 11,176 13,130

Share option expense (138) (363)

Non-recurring costs (5,336) (3,645)

Negative goodwill 244 -

Amortisation (1,366) (999)

Profit before income tax 4,580 8,123
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Reportable segments’ assets are reconciled to total assets as follows:

2010 2009
£000 £000

Total segment assets 104,108 98,893

Unallocated:

Cash and cash equivalents - 1

Short leasehold land and buildings 463 557

Total assets per balance sheet 104,571 99,451

Secondary reporting format – geographical segments

2010 2009 2010 2009 2010 2009
£000 £000 £000 £000 £000 £000

United Kingdom 203,524 183,436 5,332 8,853 101,924 97,398

Republic of Ireland 4,107 4,028 248 126 2,647 2,053

207,631 187,464 5,580 8,979 104,571 99,451

Net interest (1,000) (856)

Profit before income tax 4,580 8,123

Of the revenues generated in the United Kingdom £201,163,000 (2009: £183,181,000) are generated from customers in the
United Kingdom and the total of revenues from customers from other countries is £2,361,000 (2009: £255,000). All of the
revenues in respect of the Republic of Ireland are generated from customers in the Republic of Ireland. Of the total assets in the
United Kingdom and Republic of Ireland £64,253,000 (2009: £61,761,000) and £nil (2009: £nil) respectively relate to non
current assets (other than deferred tax assets).

Revenue and profit before tax by geographical area is stated by origin, which is not materially different from the analysis by
destination. Expenditure on property, plant and equipment of £492,000 (2009: £2,135,000) was incurred in the United
Kingdom. Expenditure on intangible fixed assets of £nil (2009: £70,000) was incurred in the United Kingdom. No amounts in
respect of expenditure on property, plant and equipment or intangible fixed assets were incurred in the Republic of Ireland.

No single customer generates more than 10% of total revenues.

4. Expenses by nature
2010 2009

Group £000 £000

Changes in inventories of finished goods and consumption of goods held for resale 148,513 129,869

Employee benefit expense (note 6a) 30,435 27,866

Depreciation of property, plant and equipment (note 13) 804 978

Amortisation of intangible assets (note 12) 1,366 999

Negative goodwill (244) -

Non-recurring costs (note 5) 5,336 3,645

Foreign exchange losses 194 30

Impairment to trade and other receivables 110 60

Operating lease payments 2,836 3,611

Other operating costs 12,701 11,427

Total cost of sales, distribution costs and administrative expenses 202,051 178,485

Revenue Profit before income tax Total assets
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5. Non-recurring costs
The amounts recognised as non-recurring costs are as follows:

2010 2009
£000 £000

Compensation payments 1,832 2,279

Transaction costs in respect of business combinations 201 -

Business and strategic review costs 3,303 1,366

5,336 3,645

Compensation payments relate to amounts paid to ex-employees of Group companies. Non capitalised costs in respect to
business combinations are costs incurred which did not qualify to be capitalised. Business and strategic review costs relate to
costs incurred by the Group in relation to management’s commitment to improve operational efficiency. Of these costs,
£3,868,000 (2009: £nil) are attributable to the investment in TPF and its subsequent integration with AccessPlus and
£1,468,000 (2009: £3,645,000) are in respect of restructuring elsewhere in the business. These costs are considered to be
exceptional in nature and not reflective of the underlying operating performance of the Group. 

6a. Employee benefit expense
2010 2009
£000 £000

Wages and salaries 26,668 24,130

Social security costs 2,613 2,446

Share based payments (note 26) 135 278

Pension costs - defined benefit (note 24) 402 387

- defined contribution (note 24) 617 625

30,435 27,866

Included within the above figures are compensation payments to ex-employees of £1,832,000 (2009: £2,279,000).

Key management compensation
The employment costs of key management personnel (including executive Directors) during the year were as follows:

2010 2009
£000 £000

Salaries and other short term employee benefits 2,286 2,763

Post-retirement benefits 161 163

Share based payments 121 383

2,568 3,309

Key management are the executive Directors and the senior management teams of the trading divisions.

A detailed numerical analysis of Directors’ remuneration and share options forms part of these financial statements. This
analysis is included in the Directors’ Remuneration Report on pages 24 to 28 and shows the highest paid Director and the number
of Directors accruing benefits under money-purchase personal pension schemes. 

6b. Average number of people employed
2010 2009

Number Number

Average number of people (including executive Directors) employed:

Sales and marketing 436 366

Production and distribution 400 427

Administration 123 94

959 887
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7. Auditor’s remuneration

Services provided by the Company’s auditor and its associates

During the year the Group (including its overseas subsidiary) obtained the following services from the Company’s auditors and its
associates:

2010 2009
Group £000 £000

Fees payable to Company’s auditors for the audit of the Company and consolidated financial statements 45 45

Fees payable to the Company’s auditors and its associates for other services expensed in the
income statement:

- audit of Company’s subsidiaries pursuant to legislation 78 68

- interim review fee 7 7

- tax services 20 20

150 140

8. Finance income and costs
2010 2009

Group £000 £000

Finance costs:

- bank loans and overdrafts (559) (404)

- finance lease liabilities (38) (77)

- other financial charges (123) (173)

- customer procurement card charge (280) (202)

Finance costs (1,000) (856)

9. Income tax expense
2010 2009

Group £000 £000

Current tax

United Kingdom corporation tax on profits of the year 1,665 2,194

Adjustments in respect of prior years (519) -

1,146 2,194

Deferred tax (note 15)

Origination and reversal of temporary differences (399) (405)

Impact of change in the UK tax rate (54) -

Adjustments in respect of prior years (459) -

(912) (405)

234 1,789

Notes to the Financial Statements for the year ended 31 December 2010
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Tax on items charged to equity
2010 2009
£000 £000

Deferred tax credit on share options (note 15) (14) (64)

The Group tax charge for the year differs from the standard rate of corporation tax of 28%. The differences are explained below:
2010 2009
£000 £000

Profit before income tax 4,580 8,123

Income tax at the standard rate of UK corporation tax of 28% 1,282 2,274

Tax effects of:

Expenses not deductible for tax purposes 52 209

Utilisation of previously unrecognised tax losses - (268)

Release of deferred tax liability arising on business combinations - (426)

Negative goodwill not taxable (68) -

Re-measurement of deferred tax - change in the UK tax rate (54) -

Adjustment in respect of prior years (978) -

Total tax charge for the year 234 1,789

Factors affecting future tax charges  
The effective tax rate in the near future is anticipated to continue to be less than the standard rate due to unrecognised tax
losses partially offset by expenses not deductible for tax purposes.

A number of changes to the UK Corporation tax system were announced in the June 2010 Budget Statement. The Finance (No. 2)
Act 2010, which was substantially enacted on 20 July 2010, includes legislation reducing the main rate of corporation tax from
28 per cent to 27 per cent from 1 April 2011. Further reductions to the main rate are proposed to reduce the rate by 1 per cent
per annum to 24 per cent by 1 April 2014.

Details with regard to the availability of unrecognised tax losses that may be offset against future taxable profits are given in
note 15.

10. Dividends
2010 2009
£000 £000

Amounts recognised as distributions in the year in respect of:

Ordinary shares - interim dividend 2010 – 3.6p per share (1,292) -

Ordinary shares - final dividend 2009 – 7.8p per share (2,793) -

Ordinary shares - interim dividend 2009 – 3.6p per share - (1,288)

Ordinary shares - final dividend 2008 – 7.5p per share - (2,681)

(4,085) (3,969)

The Directors have proposed a final dividend of 7.8p per Ordinary share (total £2,798,000), payable on 26 May 2011 to
shareholders on the register at the close of business on 26 April 2011. The dividend has not been included as a liability as at
31 December 2010.
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11. Earnings per share

(a) Basic

Basic earnings per share is calculated by dividing profit attributable to owners of the Company by the weighted average number
of Ordinary shares in issue during the year excluding Ordinary shares held by the EBT.

2010 2009

Profit attributable to owners of the Company (£000) 4,346 6,138

Weighted average number of Ordinary shares in issue (‘000) 35,828 35,773

Basic earnings per share (pence) 12.1 17.2

(b) Diluted

Diluted earnings per share is calculated by adjusting the weighted average number of Ordinary shares outstanding to assume
conversion of all dilutive potential Ordinary shares. The Company has one category of dilutive potential Ordinary shares, being
share options. For share options, a calculation is undertaken to determine the number of shares that could have been acquired at
fair value (determined as the average annual market share price of the Company’s shares) based on the monetary value of the
subscription rights attached to outstanding share options. The number of shares calculated as above is compared with the
number of shares that would have been issued assuming the exercise of the share options.

2010 2009

Profit attributable to owners of the Company (£000) 4,346 6,138

Weighted average number of Ordinary shares in issue ('000) 35,828 35,773

Adjusted for share options ('000) 80 27

Weighted average number of Ordinary shares for diluted earnings per share ('000) 35,908 35,800

Diluted earnings per share (pence) 12.1 17.1

(c) Underlying earnings per share

Underlying earnings per share is calculated by dividing profit on ordinary activities after tax (before the after tax effect of non-
recurring costs, amortisation and share option expense) by the weighted average number of Ordinary shares in issue during the
year excluding Ordinary shares held by the EBT. 

2010 2009

Profit attributable to owners of the Company (£000) 4,346 6,138

Amortisation (net of tax) 740 573

Share option expense 138 363

Non-recurring costs (net of tax) 3,842 2,624

Underlying profit attributable to owners of the Company (£000) 9,066 9,698

Weighted average number of Ordinary shares in issue ('000) 35,828 35,773

Underlying earnings per share (pence) 25.3 27.1
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(d) Underlying diluted earnings per share

Underlying earnings per share is calculated by dividing profit on ordinary activities after tax (before the after tax effect of 
non-recurring costs, amortisation and share option expense) by the weighted average number of Ordinary shares in issue during
the year excluding Ordinary shares held by the EBT.  

2010 2009

Profit attributable to owners of the Company (£000) 4,346 6,138

Amortisation (net of tax) 740 573

Share option expense 138 363

Non-recurring costs (net of tax) 3,842 2,624

Underlying profit attributable to owners of the Company (£000) 9,066 9,698

Weighted average number of Ordinary shares in issue ('000) 35,828 35,773

Adjusted for share options ('000) 80 27

Weighted average number of Ordinary shares for diluted earnings per share ('000) 35,908 35,800

Underlying diluted earnings per share (pence) 25.2 27.1
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12. Intangible assets
Group Customer

Goodwill relationships Brands Software Total
2010 £000 £000 £000 £000 £000

Cost

At 1 January 2010 50,388 5,458 3,938 201 59,985

Additions arising on business combinations (note 31) - 4,117 - - 4,117

Additions - - - - -

At 31 December 2010 50,388 9,575 3,938 201 64,102

Accumulated amortisation and impairment

At 1 January 2010 - (906) (637) (108) (1,651)

Amortisation for the year - (902) (397) (67) (1,366)

At 31 December 2010 - (1,808) (1,034) (175) (3,017)

Net book amount

At 31 December 2010 50,388 7,767 2,904 26 61,085

Customer
Goodwill relationships Brands Software Total

2009 £000 £000 £000 £000 £000

Cost

At 1 January 2009 50,388 5,458 3,938 131 59,915

Additions - - - 70 70

At 31 December 2009 50,388 5,458 3,938 201 59,985

Accumulated amortisation and impairment

At 1 January 2009 - (385) (243) (24) (652)

Amortisation for the year - (521) (394) (84) (999)

At 31 December 2009 - (906) (637) (108) (1,651)

Net book amount

At 31 December 2009 50,388 4,552 3,301 93 58,334

At 1 January 2009 50,388 5,073 3,695 107 59,263

Company

The Company had no intangible assets (2009: none).
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Impairment of goodwill

In accordance with IAS 36, ‘Impairment of Assets’, the Group regularly monitors the carrying value of its goodwill and reviews it
annually or more regularly if there are indications that goodwill may be impaired. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating units) and
goodwill is allocated to these cash-generating units. The allocation is made to those cash-generating units or groups of cash-
generating units that are expected to benefit from the business combination in which the goodwill arose.

The components of goodwill by business segment are shown below:

2010 2009
£000 £000

Managed procurement 19,251 19,251 

Business critical services 31,137 31,137 

50,388 50,388 

A review was undertaken at 31 December 2010 to assess whether the carrying value of goodwill was impaired by reference to
value in use calculations. The value in use calculations use cash flow projections based on financial budgets and forecasts as
approved by the Board of Directors for a five year period and then into perpetuity based on no changes to the underlying
strategy of the business. Cash flow projections beyond the five year period are extrapolated using the estimated growth rate
referred to below, and are considered appropriate as it is expected that there will be no significant changes in the operation of
these businesses.

The key assumptions in the value-in-use calculation were:

� cash flow projections for the five year period are based upon recent observable performance of the Group, including budgeted
gross margin and expected operating cash inflows;

� the pre-tax weighted average cost of capital (WACC) for the Group is 12.8%. The Group believes that the risk profiles 
relating to each business segment are not significantly different, hence the same WACC is universally applied across all 
cash-generating units; and

� long-term growth rate of 2.5% which is not greater than the long-term growth assumption for the sector.

Whilst management believe the assumptions are realistic, it is possible an impairment would be identified if any of the above key
assumptions were changed significantly. For instance, factors which could cause impairment are:

� significant underperformance relative to the forecast results;
� further deterioration in the wider economy; and
� increase in the Group's WACC.

The value-in-use is based upon anticipated discounted future cash flows. Management believe the assumptions used are
appropriate, but in addition have conducted sensitivity analysis to determine the changes in assumptions that would result in an
impairment.

Based on the results of the current period impairment review, no impairment charges have been recognised by the Group in the
year ended 31 December 2010. Having assessed the anticipated future cash flows the Directors do not consider there to be any
reasonably possible changes in assumptions that would lead to such an impairment charge in the year ended 31 December 2010.

Customer relationships have 9.2 years and brands have 7.5 years before the assets are written down in full. Software costs are
amortised over three to five years from date of purchase.
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13. Property, plant and equipment

Group
Short

leasehold
land and Plant and Office

buildings machinery equipment Total
2010 £000 £000 £000 £000

Cost

At 1 January 2010 2,899 2,475 523 5,897

Additions arising on business combinations - 45 8 53

Additions at cost 218 142 132 492

Disposals - - (48) (48)

At 31 December 2010 3,117 2,662 615 6,394

Accumulated depreciation

At 1 January 2010 (1,014) (1,088) (368) (2,470)

Charge for the year (262) (387) (155) (804)

Disposals - - 48 48

At 31 December 2010 (1,276) (1,475) (475) (3,226)

Net book amount 
At 31 December 2010 1,841 1,187 140 3,168

Short
leasehold

land and Plant and Office
buildings machinery equipment Total

2009 £000 £000 £000 £000

Cost

At 1 January 2009 2,843 1,915 2,869 7,627

Additions at cost 699 1,413 23 2,135

Disposals (643) (853) (2,369) (3,865)

At 31 December 2009 2,899 2,475 523 5,897

Accumulated depreciation 

At 1 January 2009 (1,263) (1,273) (2,492) (5,028)

Charge for the year (322) (416) (240) (978)

Disposals 571 601 2,364 3,536

At 31 December 2009 (1,014) (1,088) (368) (2,470)

Net book amount 
At 31 December 2009 1,885 1,387 155 3,427

At 1 January 2009 1,580 642 377 2,599

The net book value of Group plant and equipment held under finance leases was £1,062,000 (2009: £1,229,000). Depreciation
charged in the year on these assets amounted to £248,000 (2009: £295,000). No finance leases are held under short leasehold
land and buildings and office equipment.

Company 

The Company has no property, plant and equipment (2009: none).
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14. Investments in subsidiaries

Company
2010 2009
£000 £000

At 1 January 8,068 7,705

Options granted to employees of subsidiary undertakings 138 363

At 31 December 8,206 8,068

The Directors consider that the carrying value of the investment is supported by the value of the underlying assets. 

Details of the subsidiaries are as follows:

Country of 
Name of company Nature of business incorporation Company Subsidiary

office2office (UK) plc Non trading holding company England 100%

Olive 1 Limited Non trading holding company England 100%

Banner Business Services Limited Managed procurement England 100%

first2office Limited Managed procurement England 100%

esp2office Limited Managed procurement England 100%

image2office Limited Business critical services England 100%

Banner Business Supplies (Ireland) Limited Managed procurement Republic of Ireland 100%

Banner Document Services Limited Business critical services England 100%

Alpha Office Limited Managed procurement England 100%

Accord Office Supplies Limited Managed procurement England 100%

TripleArc Limited Business critical services Republic of Ireland 100%

AccessPlus Holdings Limited Non trading holding company England 100%

AccessPlus Marketing Services Limited Business critical services England 100%

AccessPlus Marketing Logistics Limited Business critical services England 100%

Banner Business Supplies Limited Non trading England 100%

Banner Business Supplies (Pensions) Limited Non trading- trustee for pension England 100%
scheme only

Alpha Data Supplies Limited Non trading England 100%

Alpha Stationers Limited Non trading England 100%

Alpha Litho Limited Non trading England 100%

Colebrook Services Limited Non trading England 100%

File-It Limited Non trading England 100%

AccessPlus Limited Non trading England 100%

AccessPlus Print Management Limited Non trading England 100%

TripleArc UK Limited Non trading England 100%

GL2 Limited Non trading England 100%

Godfrey Lang Limited Non trading England 100%

West Riding Business Forms Limited Non trading England 100%

Software Stationery Holdings Limited Non trading England

Software Stationery Specialists Limited Non trading England 100%

Banner Managed Services plc Non trading England 100%

Banner Managed Communication Limited Non trading England 100%

All of the above shareholdings are in the subsidiaries’ ordinary share capital.    

% Shareholding
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15. Deferred income tax (liability)/asset

2010 2009
£000 £000

Deferred income tax asset 1,801 1,240

Deferred income tax liability (2,983) (2,197)

(1,182) (957)

The net deferred income tax liability is estimated to be payable as follows:

2010 2009
£000 £000

Deferred income tax (liability)/assets:

- to be recovered after more than 1 year (838) (781)

- to be recovered within 1 year (344) (176)

(1,182) (957)

The deferred income tax (liability)/asset recognised in the financial statements is as follows:

2010 2009
£000 £000

Tax effect of timing differences:

Excess of qualifying depreciation over tax allowances 595 265

Employee share schemes 318 266

Retirement benefit obligations 210 250

Other temporary differences (2,305) (1,738)

(1,182) (957)

Group 2010 2009 2010 2009
£000 £000 £000 £000

At 1 January 1,240 1,197 (2,197) (2,623)

Credited/(charged) to the income statement (note 9) 547 (21) 365 426

Arising on business combinations (note 31) - - (1,151) -

Credited to equity (note 9) 14 64 - -

At 31 December 1,801 1,240 (2,983) (2,197)

Deferred income tax assets and liabilities are only offset where there is a legally enforceable right to offset and there is an
intention to settle the balances net. 

Group

Group

LiabilityAsset

Group
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The movements in deferred tax assets/(liabilities) during the period is shown below:

Group
Deferred income tax assets/(liabilities) Depreciation Other Retirement 

over tax temporary benefit Share 
allowances differences obligations Tax losses options Total

£000 £000 £000 £000 £000 £000

At 1 January 2010 265 (1,738) 250 - 266 (957)

Arising on business combinations (note 31) - (1,151) - - - (1,151)

Credited/(charged) to the income statement 330 584 (40) - 38 912

Credited to equity - - - - 14 14

At 31 December 2010 595 (2,305) 210 - 318 (1,182)

Deferred income tax assets/(liabilities) Depreciation Other Retirement 
over tax temporary benefit Share 

allowances differences obligations Tax losses options Total
£000 £000 £000 £000 £000 £000

At 1 January 2009 153 (2,102) 292 25 206 (1,426)

Credited/(charged) to the income statement 112 364 (42) (25) (4) 405

Credited to equity - - - - 64 64

At 31 December 2009 265 (1,738) 250 - 266 (957)

Deferred income tax assets and liabilities are recognised for tax losses and short term timing differences to the extent that the
realisation of the related tax benefit through future taxable profits is probable.

The Group had an unrecognised deferred tax asset relating to trading losses of £3,411,000 (2009: £3,547,000). This amount
has not been recognised due to uncertainty as to the future utilisation of these losses.

Company

The Company had no provided or unprovided deferred tax balances in either year.

16. Inventories
2010 2009

Group £000 £000

Finished goods and goods for resale 5,993 6,412

The Group consumed £148,513,000 (2009: £129,869,000) of inventories during the year.  

The provision to reflect net realisable value being less than cost decreased by £80,000 (2009: decreased by £371,000) during
the year.

Company

The Company held no inventories (2009: £nil).
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17. Trade and other receivables

2010 2009 2010 2009
£000 £000 £000 £000

Trade receivables 26,062 21,320 - -

Less: provision for impairment (1,309) (1,309) - -

Trade receivables net 24,753 20,011 - -

Prepayments and accrued income 4,020 4,035 - -

Other receivables 58 5 - -

Receivables from related parties (note 32) - - 9,617 9,604

28,831 24,051 9,617 9,604

Receivables from related parties are repayable on demand. Included within receivables from related parties is a loan to Banner
Business Services Limited of £4,300,000 upon which interest is charged at a rate of 1.75% (2009: 1.75%) per annum above
Bank of England base rate. Interest is not charged on the other balances.

Credit risk in respect to trade receivables is limited due to the Group’s customers being predominantly comprised of large
companies and public sector entities. As a result, the Directors consider that no further credit risk provision is required in excess
of the normal provision for doubtful receivables.

The carrying amounts of trade and other receivables are denominated in the following currencies:

2010 2009 2010 2009

Sterling 27,005 23,237 9,617 9,604

Euro 1,826 814 - -

28,831 24,051 9,617 9,604

Group

Trade receivables that are not past due, amounting to £12,890,000 (2009: £10,455,000) are not considered impaired as
amounts within this category generally relate to a number of independent customers for which there is no recent history of
default. As of 31 December 2010, trade receivables of £10,718,000 (2009: £8,155,000) were past due but not impaired. The
analysis of these trade receivables (by reference to due date) are aged as follows:

2010 2009
£000 £000

Up to 1 month past due 8,943 6,108

Over 1 month past due 1,775 2,047

10,718 8,155

As of 31 December 2010, trade receivables of £2,454,000 (2009: £2,710,000) were impaired and partially provided for. The
amount of the provision against such impaired trade receivables was £1,309,000 as of 31 December 2010 (2009: £1,309,000).
The individually impaired receivables mainly relate to issues arising from the current economic climate. These receivables are
aged as follows:

2010 2009
£000 £000

0 to 3 months overdue 721 660

3 to 6 months overdue 952 761

Over 6 months overdue 781 1,289

2,454 2,710

Group Company

Group Company
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Movements on the Group provision for impairment of trade receivables are as follows:

2010 2009
£000 £000

At 1 January 1,309 2,021

Increase in provision for receivables impairment 110 60

Receivables written off during the year as uncollectable (110) (772)

At 31 December 1,309 1,309

The creation and release of provision for impaired receivables have been included in ‘cost of sales’ in the consolidated income
statement. Amounts charged to the provision are written off when there is no expectation of recovering additional cash. The other
classes within trade and other receivables do not contain impaired assets. The maximum exposure to credit risk at the reporting
date is the carrying value of each class of receivable mentioned above. The Group does not hold any collateral as security.

The other classes within trade and other receivables do not contain impaired assets and management consider the credit quality
of these assets as good – pre-existing customers with no defaults in the previous six months.

Company

The Company has no trade receivables (2009: £nil).

18. Cash and cash equivalents

2010 2009 2010 2009
£000 £000 £000 £000

Cash at bank and in hand 3,693 5,987 - 1

The effective average interest rate on overnight deposits for the year ended 31 December 2010 was 0.8% (2009: 0.9%).

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

2010 2009 2010 2009
£000 £000 £000 £000

Cash at bank and in hand 3,693 5,987 - 1

Bank overdrafts (note 20) (11,552) (7,425) - -

(7,859) (1,438) - 1

19. Trade and other payables

2010 2009 2010 2009
£000 £000 £000 £000

Trade payables (27,551) (23,560) - -

Social security and other taxes (4,021) (2,797) - -

Accrued expenses and deferred income (9,191) (10,290) (24) (24)

Payables to related parties (note 32) - - (1) (1)

(40,763) (36,647) (25) (25)

Group Company

Group Company

Group Company
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20. Borrowings
2010 2009
£000 £000

Non-current

Bank borrowings (20,000) (22,500)

Finance leases (704) (993)

(20,704) (23,493)

Current

Bank borrowings (2,500) (2,500)

Bank overdrafts (11,552) (7,425)

Finance leases (309) (385)

(14,361) (10,310)

Total borrowings (35,065) (33,803)

The Company does not have any borrowings (2009: £nil).

Bank borrowings

Bank borrowings mature in 2013 and bear interest at a floating rate in the range of 95 to 125 basis points above LIBOR. Bank
borrowings are secured by an all assets debenture and a cross company guarantee on all assets of the Group. The Company forms
part of the cross guarantee structure.

The bank overdraft represents cash book overdrafts. 

The repayment profile of bank borrowings (including overdrafts) is as follows: 

2010 2009
£000 £000

Within one year or on demand (14,052) (9,925)

Between one and two years (7,500) (2,500)

Between two and three years (12,500) (7,500)

Between three and four years - (12,500)

(34,052) (32,425)

The borrowings are denominated in Sterling.

The carrying amounts and fair value of the non-current borrowings are as follows:

2010 2009 2010 2009
£000 £000 £000 £000

Bank borrowings (20,000) (22,500) (21,999) (21,922)

The fair value of the current borrowings equals their carrying amounts, as the impact of discounting is not significant. The fair values
of bank borrowings are based on cash flows discounted using a rate based on the market rate at 31 December 2010 of 5.0%.

Group

Carrying amount Fair value

Bank borrowings

Notes to the Financial Statements for the year ended 31 December 2010
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Undrawn committed and uncommitted borrowing facilities
2010 2009
£000 £000

Gross undrawn committed confidential invoice discounting facility 20,000 20,000

Gross undrawn uncommitted confidential invoice discounting facility 1,200 1,200

Cash book overdraft (11,552) (7,425)

Net undrawn facilities 9,648 13,775

As at 31 December 2010 the Group has a committed but undrawn confidential invoice discounting facility of £20,000,000
(2009: £20,000,000), subject to sufficient security from trade receivables. The facility is at a floating rate and is due for renewal
in April 2013.

As at 31 December 2010, the Group had not drawn against its committed or uncommitted invoice discounting facility. At that
date, the Group had a cash book overdraft of £11,552,000 (2009: £7,425,000). If all payments had cleared on the day of issue
the Group would have had net undrawn facilities of £9,648,000 (2009: £13,775,000).

Finance leases

The fair value of the Group’s lease obligations is not considered to be materially different to their carrying value.

Total aggregate future minimum lease payments under finance leases, together with the future finance charges and present
value of the net minimum lease payments are as follows:

Group 2010 2009
£000 £000

Within one year 344 427

In more than one year, but not more than five years 723 1,063

In more than five years 23 -

1,090 1,490

2010 2009
£000 £000

Within one year 35 42

In more than one year, but not more than five years 41 70

In more than five years 1 -

77 112

2010 2009
£000 £000

Within one year 309 385

In more than one year, but not more than five years 682 993

In more than five years 22 -

1,013 1,378

Finance leases are secured upon the assets to which the lease agreement relates.

Minimum lease payments

Future finance charges

Net minimum lease payments
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21. Financial instruments by category
Cash and cash equivalents and trade and other receivables (excluding prepayments) are classified as loans and receivables for
the purpose of IFRS 7.

Borrowings, finance leases and trade and other payables (excluding statutory liabilities) are classified as other financial liabilities
at amortised cost for the purpose of IFRS 7.

22. Current income tax liabilities
2010 2009 2010 2009
£000 £000 £000 £000

Current income tax liabilities (709) (931) - -

23. Provisions
Property Onerous

dilapidations leases Total
£000 £000 £000

At 1 January 2010 (654) (1,538) (2,192)

Charged to the income statement:

- Additional provisions (15) (669) (684)

- Unwinding of discount - (83) (83)

Utilised during the year 80 957 1,037

At 31 December 2010 (589) (1,333) (1,922)

2010 2009
Maturity profile of provisions £000 £000

Current (861) (919)

Non-current (1,061) (1,273)

At 31 December (1,922) (2,192)

Property dilapidations relate to the expected cost for making good leased properties at the end of their lease. The provision
relates to various properties with different lease end dates ranging between one and nine years.

Onerous leases relate to the future cost of historic lease obligations whereby the Group has no future economic benefit from the
lease. These leases have varying end dates between one and six years.

Company

The Company has no provisions (2009: £nil).

24. Retirement benefit liability
Group

The Group is the contributing employer to a defined benefit pension scheme, The Banner Business Supplies Pension Scheme
(BBS scheme), all the members of which were formerly employed by Her Majesty’s Stationery Office and were members of the
Principal Civil Service Pension Scheme who first elected to transfer funds accrued to The Stationery Office Limited 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 in by The Stationery Office Limited. The
scheme is funded by the payment of contributions to a separately administered trust fund. The BBS scheme currently has 162
members and is closed to new members.

The latest full actuarial valuation was carried out on 31 July 2007 and updated to 31 December 2010 by Punter Southall
Limited, a qualified independent actuary. The pension costs have been determined on the basis of the results of this valuation. 

The fair value of the BBS scheme assets at 31 December 2010 amounted to £11,299,000 (2009: £9,181,000).

Group Company
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Group contributions in respect of the BBS scheme for the period were £518,000 (2009: £537,000). Group contributions in
2011 are expected to be approximately £512,000.

The Group also incurred £617,000 (2009: £625,000) in respect of Group personal pension arrangements and employees’ own
personal pension arrangements for staff recruited by The Stationery Office Limited and Group companies since 
30 September 1996 at rates varying between 6% and 15% of pensionable earnings.

The outstanding accrual in respect of defined contribution pension contributions at 31 December 2010 was £411,000 
(2009: £364,000).

The amounts recognised in the balance sheet in respect of the BBS scheme are determined as follows:

2010 2009
£000 £000

Present value of funded obligations (13,010) (12,762)

Fair value of plan assets 11,299 9,181

(1,711) (3,581)

Unrecognised actuarial losses 933 2,687

Liability in the balance sheet (778) (894)

The amounts included in the fair value of plan assets are as follows:

2010 2009 2010 2009
£000 £000

Equities 7.2% 7.5% 8,887 7,814

Bonds 4.2% 4.5% 953 771

Property 6.2% 6.5% 891 46

Other 0.3% 0.3% 568 550

11,299 9,181

The amounts recognised in the income statement are as follows:

2010 2009
£000 £000

Current service cost (239) (189)

Scheme interest cost (735) (579)

Expected return on plan assets 643 444

Amortisation of unrecognised loss (71) (63)

Expenses recognised in the income statement as administrative expenses (402) (387)

The movement in the fair value of plan assets is as follows:

2010 2009
£000 £000

Fair value of plan assets at 1 January     9,181 7,128

Expected return on plan assets 643 444

Actuarial gains 938 1,172

Employer contribution 518 537

Member contributions 81 87

Benefits paid (62) (187)

Fair value of plan assets at 31 December 11,299 9,181 

Expected return p.a.
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The movement in the defined benefit obligation is as follows:
2010 2009
£000 £000

Defined benefit obligations at 1 January (12,762) (10,487)

Current service cost (239) (189)

Interest cost (735) (579)

Member contributions (81) (87)

Actuarial gains/(losses) 745 (1,607)

Benefits paid 62 187

Present value of funded obligations at 31 December (13,010) (12,762)

The principal actuarial assumptions were as follows:
2010 2009

%pa %pa

Discount rate 5.6 5.7

Expected rate of return on plan assets 6.5 6.8

Future salary increases 3.6 3.6

Future pension increases 3.6 3.6

Inflation 3.6 3.6

The expected return on plan assets for 2011 is based on market conditions at 31 December 2010 for returns over the entire life
of the obligation.

2010 2009
£000 £000

Actual return on plan assets 1,581 1,616

The weighted average life expectancy derived from mortality tables used to determine benefit obligations were:

2010 2009
Years Years

Male member aged 65 (current life expectancy) 22.0 22.0

Female member aged 65 (current life expectancy) 24.9 24.9

Male member aged 45 (life expectancy at age 65) 23.1 23.1

Female member aged 45 (life expectancy at age 65) 25.9 25.9

History of experience gains and losses:
2010 2009 2008 2007 2006
£000 £000 £000 £000 £000

Present value of funded obligations (13,010) (12,762) (10,487) (10,413) (9,587)

Fair value of plan assets 11,299 9,181 7,128 8,542 7,651

Deficit in the plan (1,711) (3,581) (3,359) (1,871) (1,936)

Difference between expected and actual return on scheme assets:

Amount (£000) 938 1,172 (2,283) (102) 417

Percentage of scheme assets 8% 13% (32%) (1%) 5%

Experience gains and losses on scheme liabilities:

Amount (£000) - - (199) (436) 14

Percentage of scheme liabilities 0% 0% 2% 4% 0%

Company

The Company has no retirement benefit liabilities (2009: £nil).
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The IFRS2 and associated national insurance costs (NIC), before tax, incurred in relation to the above schemes were as follows:

2010 2010 2009 2009
IFRS 2 NIC IFRS 2 NIC

£000 £000 £000 £000

Senior managers’ scheme
Date granted
October 2004 - - - (4)

Managers’ scheme
Date granted
October 2004 - - - (1)

PSP
Date granted
December 2005 - (4) (28) -
April 2006 - (4) (34) 1
September 2007 13 (10) 83 22
December 2007 (26) (5) 40 16
April 2008 (78) (11) 153 40
June 2008 - - (14) (8)
March 2009 22 6 18 7
April 2009 67 14 45 9
May 2010 114 17 - -

Executive bonus plan
Date granted
December 2005 - - - 2
April 2006 - - (9) 1

SAYE scheme
Date granted
October 2004 (5yr) - - 1 -
October 2005 (5yr) 1 - 1 -
October 2008 (3yr) 16 - 16 -
October 2008 (5yr) 6 - 6 -

135 3 278 85

The following valuation assumptions have been applied in respect of schemes introduced in the current year. The assumptions in
respect of prior year schemes may be found in the prior year annual report and accounts.

PSP – May 2010 option value information

Fair value per option* £0.89

Valuation assumptions

Expected option term 3.25 years

Expected volatility 51.7%

Expected dividend yield 7.3%

Risk free interest rate 2.70%

* Estimated using the Monte-Carlo simulation and Black-Scholes option pricing methods. 

Expected volatility was determined by reference to historic share price information of similar companies.

All of the above relate to equity settled share-based payment transactions
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27. Reserves
Share Share

premium Other Retained Minority premium Retained
account reserves earnings interest account earnings

£000 £000 £000 £000 £000 £000

Balance at 1 January 2009 5,009 286 14,502 - 5,009 11,769
Foreign exchange differences - (90) - - -
Profit for the year - - 6,138 196 - 4,103
Employee share options:
- value of employee services - - 278 - - 363
- deferred tax on share options - - 64 - - -
Sale of shares by EBT - - 10 - - 10
Dividends - - (3,969) - - (3,969)

Balance at 31 December 2009 5,009 196 17,023 196 5,009 12,276

Foreign exchange differences - (37) - - - -
Profit for the year - - 4,346 - - 4,097
Employee share options:
- value of employee services - - 135 - - 138
- deferred tax on share options - - 14 - - -
Acquisition of minority interest - - (613) 44 - -
Dividends - - (4,085) (240) - (4,085)

Balance at 31 December 2010 5,009 159 16,820 - 5,009 12,426

Share premium account

The share premium account represents the difference between the nominal value of the shares issued and the amount received
for them. This is a non-distributable reserve.

Other reserves

Other reserves relate to foreign exchange translation differences on the net assets of overseas subsidiaries. This is a non-
distributable reserve.

Minority interests

As described in note 31, the Company owned 60% of the £10 called up share capital of Banner Document Services Limited and,
on 24 December 2010, purchased the remaining share capital. 

28. Cash generated from/(used in) operations

2010 2009 2010 2009
£000 £000 £000 £000

Profit before income tax 4,580 8,123 4,097 4,103

Adjustments for:
Amortisation of intangible assets 1,366 999 - -
Negative goodwill (244) - - -
Depreciation of property, plant and equipment 804 978 - -
Loss on disposal of property, plant and equipment - 329 - -
Finance income - - (97) (103)
Finance costs 1,000 856 - -
Income from investments - - (4,000) (4,000)
Share option expense 135 278 - -
Decrease in inventories 795 1,959 - -
(Increase)/decrease in trade and other receivables (4,780) 2,662 (13) (301)
Increase/(decrease) in trade and other payables and provisions 1,381 (4,499) - (1)

Cash generated from/(used in) operations 5,037 11,685 (13) (302)

Group Company

Group Company
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29. Analysis of movement in net (debt)/cash 
At

Group At 1 January Cash Non-cash 31 December
2010 flow movements 2010
£000 £000 £000 £000

Cash at bank and in hand 5,987 (2,294) - 3,693

Bank overdrafts (7,425) (4,127) - (11,552)

(1,438) (6,421) - (7,859)

Term loan - current (2,500) 2,500 (2,500) (2,500)

Finance leases – current (385) 446 (370) (309)

Total current debt (4,323) (3,475) (2,870) (10,668)

Term loan – non-current (22,500) - 2,500 (20,000)

Finance leases – non-current (993) - 289 (704)

Total non-current debt (23,493) - 2,789 (20,704)

Net debt (27,816) (3,475) (81) (31,372)

At
Group At 1 January Cash Non-cash 31 December

2009 flow movements 2009
£000 £000 £000 £000

Cash at bank and in hand 2,691 3,296 - 5,987

Bank overdrafts (6,697) (728) - (7,425)

(4,006) 2,568 - (1,438)

Term loan – current - - (2,500) (2,500)

Finance leases – current (281) 337 (441) (385)

Total current funds/(debt) (4,287) 2,905 (2,941) (4,323)

Term loan – non-current (25,000) - 2,500 (22,500)

Finance leases – non-current (374) - (619) (993)

Total non-current debt (25,374) - 1,881 (23,493)

Net debt (29,661) 2,905 (1,060) (27,816)

Non-cash movements relate to the movement of finance leases, movements in the term loan between non-current and current
and new finance lease agreements taken out during the year.

Notes to the Financial Statements for the year ended 31 December 2010
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30. Guarantees and other financial commitments
Bank guarantees

The Company is a member of the Group banking arrangement under which it is party to unlimited cross-guarantees in respect of
the banking facilities of other Group undertakings, amounting to £22,500,000 (2009: £25,000,000) subject to the facility as at
31 December 2010. The Directors do not expect any material loss to the Company to arise in respect of the guarantees.

Operating lease commitments
2010 2009 2010 2009

Group £000 £000 £000 £000

Total commitments under non-cancellable operating leases payable in respect of
leases expiring:
No later than one year 2,061 1,591 1,041 1,280
Later than one year and no later than five years 3,474 4,229 1,324 1,777
Later than five years - 206 - -

5,535 6,026 2,365 3,057

Company

The Company has no obligations under operating leases (2009: none).

31. Business combinations
On 1 February 2010, the Group acquired the trade and assets of the Newbury branch of the office supplies dealer, Martin Luck
Limited, for a consideration of £307,000. Martin Luck is an office products dealer based in the south of England, which supplies
the mid market corporate sector. The business has been integrated with the Group’s mid market procurement activity, Accord.

The acquisition has been accounted for using the acquisition method of accounting.

The fair values of assets and liabilities acquired relating to Martin Luck Limited were as follows:

Final 
fair value

£000

Customer relationships 733

Property, plant and equipment 4

Deferred income tax liability (205)

Net assets assumed 532

Satisfied by:
Cash consideration 307

307

Negative goodwill arising (225)

Net cash outflow arising on acquisition:
Cash consideration (307)

Negative goodwill of £225,000 reflecting the bargain purchase, has been recognised and immediately credited to the income
statement against administrative expenses. This arose following management’s assessment of the fair value of the assets and
liabilities incurred. Negative goodwill reflects the additional cost and management time required to stabilise and then integrate
these businesses.

Directly attributable costs associated with the combination of £59,000 are shown in the income statement as administrative
expenses and further analysed as non-recurring costs.

The acquired business contributed revenues of £1,343,000 and net profit of £170,000 to the Group for the period from 1
February 2010 to 31 December 2010. Management have been unable to determine the effect on the Group’s results if the
acquisition had occurred on 1 January 2010 due to incomplete or unavailable reports from the previous owners

Land and buildings Other
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On 17 February 2010, the Group acquired the trade and certain assets of the business process outsourcing division of The Print
Factory (London) 1991 Limited (in administration) and the DSR Group Limited (in administration) (together TPF) for a
consideration of £531,000. TPF provides business process outsourcing to companies looking to reduce the costs of their print
marketing and communication. The business has been integrated with AccessPlus and relaunched as Banner Managed
Communication.

The acquisition has been accounted for using the acquisition method of accounting.

The fair values of assets and liabilities acquired relating to TPF were as follows:

Final
fair value

£000

Customer relationships 3,384
Property, plant and equipment 49
Inventories 376
Trade and other payables (2,313)
Deferred tax liability (946)

Net assets assumed 550

Satisfied by:

Cash consideration 531

531

Negative goodwill arising (19)

Net cash outflow arising on acquisition:
Cash consideration (531)

Negative goodwill of £19,000 reflecting the bargain purchase, has been recognised and immediately credited to the income
statement against administrative expenses. Negative goodwill reflects the additional cost and management time required to
stabilise and then integrate these businesses which were previously in administration.

Directly attributable costs associated with the combination of £70,000 are shown in the income statement as administrative
expenses, and further analysed as non-recurring costs.

The acquired business contributed revenues of £31,049,000 and net profit of £1,293,000 to the Group for the period from 17
February 2010 to 31 December 2010. Management have been unable to determine the effect on the Group’s results if the
acquisition had occurred on 1 January 2010 due to incomplete or unavailable reports from the previous owners.

On 24 December 2010, the Group acquired the 40% minority interest of Banner Document Services Limited for a consideration
of £569,000.

The acquisition of the minority interest has been accounted for under the equity method in accordance with IAS27 (revised) and
the change in interest has been accounted for through the profit and loss account reserve.
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32. Related parties
Group

Directors’ and key management compensation is disclosed in note 6.

Company

During the year the Company had the following transactions with its subsidiaries:
2010 2009
£000 £000

Dividends received 4,000 4,000
Interest received 97 103

4,097 4,103

As at the 31 December the following amounts were due to/(from) the Company from/(to) its subsidiaries:
2010 2009
£000 £000

Banner Business Services Limited 9,617 9,604

Banner Business Services (Ireland) Limited (1) (1)

9,616 9,603

Other than disclosed above, all movements in balances due to and from related parties relate to the movement of cash and other
working capital transactions between Group companies.

33. Ultimate controlling party
The Directors consider that there is no ultimate controlling party.
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2010 2009 2008 2007 2006
£000 £000 £000 £000 £000

Revenue 207,631 187,464 180,999 167,862 165,897

Operating profit - before amortisation, negative goodwill,
non-recurring costs and share option expenses 12,176 13,986 13,425 11,694 11,872

Amortisation (1,366) (999) (624) - -

Negative goodwill 244 - - - -

Non-recurring costs (5,336) (3,645) (1,812) (2,333) (392)

Share option expense (138) (363) (23) (243) (768)

Operating profit 5,580 8,979 10,966 9,118 10,712

Net interest payable (1,000) (856) (1,359) (115) (367)

Profit before tax 4,580 8,123 9,607 9,003 10,345

Capital employed:

Shareholder funds 22,351 22,591 20,160 16,907 14,833

Statistics:

Underlying earnings per Ordinary share* 25.3p 27.1p 24.1p 22.6p 23.1p

Basic earnings per Ordinary share 12.1p 17.2p 18.5p 17.4p 20.2p

Diluted earnings per Ordinary share 12.1p 17.1p 18.5p 17.3p 19.7p

Dividends per share 11.4p 11.4p 11.0p 10.0p 9.6p

Share price (period end) 124.5p 145.5p 65.5p 119.5p 243.5p

*Underlying earnings per Ordinary share, before the after tax effect of non-recurring costs, amortisation and share option expense, has
been disclosed to give a clearer understanding of the Group’s underlying trading performance. 

Five Year Summary
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Shareholder Information 

Financial calendar 2011

Announcement of final results for the year ended 31 December 2010 24 March 2011

Annual General Meeting 19 May 2011

Payment of final dividend on Ordinary shares to shareholders on the 
share register at the close of business on 26 April 2011 26 May 2011

Registrar and transfer office

Enquiries about administrative matters relating to
shareholding and dividends should be addressed to the
Company’s registrars:

Capita Registrars
Northern House
Woodsome Park
Fenay Bridge
Huddersfield
West Yorkshire HD8 0LA

Telephone 0871 664 0300
(calls cost 10p per minute plus network extras)
International: +44 (0) 208 639 3399
Lines are open 8:30am to 5:30pm Monday to Friday

or by email to: ssd@capitaregistrars.com.

Share price

Information concerning the day to day movement of the
share price of the Company can be found on our website
www.office2office.co.uk or that of the London Stock
Exchange www.prices.londonstockexchange.com. The share
price can also be found in the appropriate sections of
national newspapers under the classification ‘Support
Services’ and under the ticker code ‘OFF.L’ or ‘OFF’.

Unsolicited mail

As the Company’s share register is, by law, open to public
inspection, shareholders may receive unsolicited mail from
organisations that use it as a mailing list. 
To reduce the amount of unsolicited mail you receive,
contact: 

The Mailing Preference Service 
FREEPOST 22
London W1E 7EZ 

Telephone +44 (0) 845 703 4599

Website www.mpsonline.org.uk. 
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Registered office

St Crispins
Duke Street
Norwich NR3 1PD
United Kingdom

Tel: +44 (0) 1603 691 102

Fax: +44 (0) 1603 691 106

Website: www.office2office.co.uk

Email: info@office2office.biz

Professional advisers:

Independent auditors
PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
The Atrium
St Georges Street
Norwich NR3 1AG

Broker
Investec
2 Gresham Street
London
EC2V 7QP

Financial Advisers
N M Rothschild & Sons
1 Park Row
Leeds
LS1 5NR

Solicitors
Macfarlanes LLP
20 Cursitor Street
London
EC4A 1LT

Company Details

The maintenance and integrity of the
office2office website is the
responsibility of the Directors; the work
carried out by the auditors does not
involve consideration of these matters
and, accordingly, the auditors accept no
responsibility for any changes that may
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statements since they were initially
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the United Kingdom governing the
preparation and dissemination of
financial statements may differ from
legislation in other jurisdictions.
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