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Direct Solutions International Limited

Ditectors' Report
For the year ended 31 July 2006

The directors present their report and financial statements for the year ended 31 July 2006

Business review and principal activities

Dhrect Solutons International Lirmuted provides a diverse range of services in the processing of data, pnnung, mailling,
distribution and the distnbution of information wia the internet The results for the group show a pre-tax profit of £1 1 mullion
{2005 £13 rmllion) for the year and sales of £33 6 mullion (2005 £30 4 mullion) The group has net debt of £4 2 million (2005
£4 3 mullion) Net cash inflow from operating actvites for 2006 was £1 8 mullion (2005 £2 2 mullion)

Business environment

In discussing the business environment 1t should be recognised that the structure of the industry reflects the diversity of 1ts
products and fragmented nature of its markets

The punting, packaging and graphics commumications industry 1s part of the UK's fourth largest manufactunng industry by
turnover and second latgest by value added It remains extremely competiive and compettion s fragmented and there
continues to be a great deal of consolidauon wathin the sectors that the ds1 group operates

In overall terms however the business environment 1n which dsi operates 1s buoyant but 1s undergoing significant change

- Selection, speed and access to information becomung drivers

- Personalised content and communication 15 increasingly more expected

- Continued integration between print and electronic medta

- Increase 1n print & commurucation on demand using the web to dnive print

- Increasingly clients expect real-time communication

- Traditional areas of our business (e g litho pnnting) are increasingly becoming commodities traded at the lowest price

Strategy

The group's overnding objectve 1s to achieve attractive and sustanable rates of growth and returns through a combination of
organic growth and acquusitions

There are four key elements to the group's strategy for growth They are

- Strategic acquusitions and mergers

- To continue to proneer and develop solutions 1n the emerging media channels, such as colour digital printing and
"soft" delivery options

- Relocate the vantous operatonal centres of the company to a single site to improve efficiency and qualiry

- Investment in new equipment

Strategic Acquusition and Mergers

ds1 has become too big to be constdered a niche player, but has not necessanly got the scale to compete with the larger
integrated business process output players i the UK and global markets It 1s therefore the intention of dsi to develop the
group in size and scale to compete more effectively

Emerging Media
dst has established utself as a world leader 1n the processing of dara and the output of vanable data printing and internet based
delivery of informaton Throughout the year dsi has refined its in-house software to develop faster processing, improved

graphics handling and improved integration to new media channels such as the internet, DVD and SMS A broader resource of
developers and supporting staff have been trained to provide greater capacity to deliver evermore complex output solutions
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Direct Solutions International Limited

Directors' Report (continued)
For the year ended 31 July 2006

New Premises

As dst has grown 1t has leased a number of industrial unuts to house its growing operatton In the southeast 1t has over 20
butldings on three sites to the east of London and one to the west To facilitate growth and maintain quality 1t 1s essential that
ds1 relocares 1ts key operations to a single southern site

Investment 1n New Equipment

To ensure that dst continues to deliver the quality of service its clhients require dst will continue to invest 1n new technology to
deliver their changing requirements

Key Financial Performance Indicators

We consider that our key financial performance mndicators are those that communicate the financial performance and strength
of the company as a whole, these being turnover, gross profit margin and return on capital employed

Group structure changes

Group structure changes impacting the consolidated results are summansed as follows

Talislake limited formerly reported as a 47 5% subsidiary was included withun the group results as 100% owned for 2006 The
newly formed ds: Nexdox was introduced to the group in 2006 and 1s included within Jomt Ventures as 50% owned,
conversely 100% owned dst anydoc Limited had ceased trading in the year dsi digital Limited ceased trading 1n July 2005 1ts
activittes being hived up to Direct Solutions Internauonal Limited As dst Digital Lid had previously been consolidated as
wholly owned there was no impact on the consohdated results

Group Turnover

The total gross group turnover, iancluding associates share of turnover and inter-group trading, amounted to £51 9 million and
the total net group turnover, excluding associates share of turnover and mter-company trading, amounted to £33 6 mullion
representing a 10% increase on last year

Thus increase 15 manly attributed to the full consolidation of Talislake Limited turnover within the ds1 Group £4 3 mullion had
been included as the 47 5% ds1 Group share 1n 2005 Grossed group turnover (1& consolidated turnover inclusive of munonty
share & excluding intercompany trading) at £46 2m was 5 6% down on the previous year

Group Gross Profit

Group Gross Profit margin at 27 1% had increased 0 6% on the previous year This resulted from the restructunng, however a
further contributory element was new contracts won 1n areas of nnovation by dsi towards the latter end of the financal year

Group Joint Venture & Associates Contributions

Group Jomt Venture & Associates Contnbuttons at £339,000 had increased 38% on the previous year The combined growth
1n turnover for the related businesses was 6% up on the previous year

Return on Caprtal Employed

Group Return on Capital Employed for the year at 22 74% compared to 26 92% for the previous year
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Direct Solutions International Limited

Ditrectors' Report (continued)
For the year ended 31 July 2006

Staff

During the year staffing levels for all group companues reduced shightly from 511 to 505 (1 7%) and the staff turnover reduced
by 4% ds11s actively seeking to further reduce staff rurnover by 5% and increase retention by 3% n 2007

Environment

dsi take environmental 1ssues very sesiously all waste products are separated out and are disposed of using spectalist, accredited
waste disposal compantes We have our 150 14001 and are currently working towards FSA (Forest Stewardship Counci) and
PEFC Programme for the Endorsement of Forest Certification) accreditatton We are also establishing our carbon footpnnt to
enable ds1 to become carbon neutral

Future Outlook

The external market remains compentive n 2007 as further consolidation and commoditisation of our services continue
However through our continued development of new services and added value opportunities we reman confident that we wilk
maintain our current level of performance mn the future

Risks and Uncertainties

The key business nisks and uncertainties affecting the company are considered to relate to the logistics of relocating several

business units and associated assets to a new locaton while mantaiung quality of service, and any potential, as yet unseen,
external regulatory changes n dsf's key markets (¢ g Financtal Services)

Results and dividends
The consolidated profit and loss account for the year 15 set out on page 6

The directors do not recommend the payment of a final dividend
Directors' interests

The directors who served the company during the year together with their interests in the shares of the company and other
group companes at the begintung and end of the year, were as follows

Ordinary shares of £1 each

31 July 2006 1 August 2005
M Felstead 7,500 7,500
A Young 7,500 7,500
S A Felstead 7,500 7,500
T ] Drake 1,580 1,580
P Ring - apponted 1 February 2005 - -
DN Reynolds - appointed 1 August 2005 3,284 -
A M Burrows - appointed 16 September 2005 2,542 -

A C Rodgers - appointed 16 Spetember 2005 - -
T A Wickens - appointed 16 September 2005 - -

None of the directors have options to acquire shares 1n the company or any benefictal interests in any other group company
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Direct Solutions International Limited

Directors' Report (continued)
For the year ended 31 July 2006

Employee involvement

The group's policy 5 to consult and discuss with employees, through staff councis and at meeungs, matters likely to affect
employees' interests

Informanon on matters of concern to employees 1s given through informaton bulleuns and reports which seek to achieve a
common awareness on the part of all employees of the financial and economie factors affectng the group's performance

Disabled persons

The group's policy 1s to recruit disabled workers for those vacancies that they are able to fill All necessary assistance with
iunal training courses 1s given Once employed, a career plan 15 developed so as to ensure switable opportuniues for each
disabled person Arrangements are made, wherever possible, for retraimng employees who become disabled, to enable them to
perform work identified as appropmate to their aptitudes and atulines

Auditors

Kingston Smuth LLP have indicated their willingness to continue 1n office and in accordance with the provisions of the
Compantes Act 1t 1s proposed that they be re-appointed auditors to the company for the ensung year

Diarectors' responsibihtes

The directors are responsible for prepanng the Annual Report and the financial statements 1n accordance with applicable law
and regulations

Company law requures the directors to prepare financial statements for each financial year Under that law the directors have
clected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
(Uruted Kingdom Accounting Standards and applicable law) The financial statements are required by law to give a true and
fair view of the state of affairs of the company and of the group and of the profit or loss of the group for that penod

In prepanng these financial statements, the directors are required to select switable accounting pohcies and then apply them
consistently, make judgements and estmates that are reasonable and prudent, state whether applicable UK Accounting
Standards have been followed, subject to any matenal departures disclosed and explamned 1n the financial statements, and
prepare the financial statements on a gotng concern basis unless 1t is tnappropriate to assume that the group will continue 1n
bustness

The directors are responsible for keeping proper accounung records which disclose with reasonable accuracy at any ume the
financial position of the company and the group and to enable them to ensure that the financial statements comply with the
Comparues Act 1985 They are also tesponsible for safeguarding the assets of the company and the group and hence for taking
reasonable steps for the prevention and detection of fraud and other irregulantes

Statement of disclosure to auditor

() so far as the directors are aware, there 13 no relevant audit information of which the group's auditors are unaware, and

(b) they have taken all the steps that they ought to have taken as directors in order to make themselves aware of any relevant
audit information and to establish that the group's auditors are aware of that information

On behalf of the board
International House, Thamesview Business Centre,
Barlow Way
Rainham, Essex
RM13 BEW A Youn,
Director

Date ”121#@"7‘
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Direct Solutions International Limited

Independent Auditors' Report
To the shareholders of Direct Solutions International Limited

We have audited the group and parent company financial statements of Direct Solutions Internanonal Limuted for the year
ended 31 July 2006 which compnse the Group Profit and Loss Account, the Group and Company Balance Sheets, the Group
Cash Flow Staternent and the related notes These financial statements have been prepared under the accounnng pclhicies set
out therein

Ths report 1s made solely to the company's members, as a body, 1n accordance with Section 235 of the Companzes Act 1985
Our audit work has been undertaken for no purpose other than to draw to the attention of the company's members those
matters which we are required to include mn an auditors' report addressed to them To the fullest extent pecrmutted by law, we
do not accept or assume responsibility to any party other than the company and the company's members as a body, for our
audit work, for this report, or for the opinions we have formed

Respective responsibilies of directors and auditors

The directors responsibilities for preparing the Annual Report and the financtal satements 1n accordance with applicable law
and United Kingsom Accountng Standards (United Kingdom Generally Accepted Acounting Practice) ate set out in the
statement of directors’ responsibilities

Our responsibiity 15 to audtt the financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Auditng (UK and Ireland)

We report to you our opinton as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Compantes Act 1985 We also report to you whether 1n our opinion the directors’ report 15 consistent
with the financial statements

In addition, we report to you if, in our opinton, the company has not kept proper accounting records, 1f we have not recetved
all the informanon and explanations we require for our audst, or if mnformaton specified by law regarding directors'
remuneration and transactions with the company 1s not disclosed

We read other nformation included in the Annual Report and constder whether 1t 1s consistent with the audited financial
statements The other information compnses only the Directors’ Report We constder the implications for our report 1f we
become aware of any apparent musstatemcnts of matemal misstatements of materal mnconsistencies with the financial
statements Qur respensibiliies do not extend to any other informatton

Basis of audit opinion

We conducted our audit tn accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Auditing
Practices Board An audit mcludes examnaton, on a test basss, of evidence relevant to the amounts and disclosures in the
financial statements It also includes an assessment of the sigruficant esumates and judgements made by the directors in the
preparation of the financial statements, and of whether the accountung policies are appropriate to the group's and the
company's circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanatons which we considered necessary 1n
order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from matemnal
risstatement, whether caused by fraud or other irregulanty or error In forming our opinion we also evaluated the overall
adequacy of the presentation of information 1n the financial statements

Opinion

In our opinton

- the finaneral statements give a true and fair view in accordance with United Kingdom Generally Accepted Accounting
Practice, of the state of the company's and the group's affawrs as at 31 July 2006 and of the group's profit for the year
then ended and have been properly prepared 1n accordance with the Companies Act 1985, and

- the informanon given in the directors' report 1s consistent with the financial statements

k I’Q’% R g;, .d’\ i ] p Date " ‘\\‘-"\ Loof)‘
Orbital House

Kingston South LLP 20 Eastern Road
Chartered Accountants Romford
Registered Auditors Essex, RM1 3P]
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Direct Solutions International Limited

Consolidated Profit And Loss Account
For the year ended 31 July 2006

2006 2005

Notes £ £
Turnover group and share of jomnt ventures 42,183,622 37,906,201
Less share of joint ventures (8,009,661) {7,516,408)
Group turnover 2 33,573,961 30,389,793
Cost of sales (23,328,100) (20,311,533)
Gross profit 10,245,861 10,078,260
Operaung costs before depreciation (8,300,048) (8,204,365)
and amortisation
Other operating income 402,728 190,259
Earnings before mnterest, tax 2,348,541 2,064,154
depreciation and amortisation
Depreciation (949,899) (802,289)
Amortsation (149,617} (111,100)
Group Operaung profit 4 1,249,025 1,150,765
Share of operating profit/{loss) 1n
Jomnt ventures 321,653 267,783
Associates (25,164) (21,231)
Profit on otdinary activities before interest 1,545,514 1,397,317
Interest recetvable 5 4,415 259,937
Interest payable and simular charges 6 (451,753) (327,029)
Profit on ordinary activinies before
taxation 1,098,176 1,330,225
Tax on profit on ordinary acnvities 7 {458,541) (473,540)
Profit on ordinary activities after taxation 639,635 856,685
Minonty interests (8,029 3,199
Profit for the financtal year 8 631,606 859,884

The profit and loss account has been prepared on the basts that all operations are continuing operations (see note 3)

There are no recogrused gans and losses other than those passing through the profit and loss account
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Direct Solutions International Limited

Fixed assets
Intangible assets
Tangible assets

Investments

Current assets

Stocks

Debtors

Cash at bank and 1n hand

Creditors amounts falling due within one
year

Net current hlabilines
Total assets less current habihities

Creditors amounts falhing due after more
than one year

Provisions for habilites

Deferred income

Capital and reserves
Called up share capital
Other reserves

Profit and loss zccount

Shareholders' funds - Equity Interest
Minonty interests

Balance Sheets
As at 31 July 2006

Notes

10
11

14

15

16

17

18

20
21
21

B8

Group Company
2006 2005 2006 2005
£ £ £ £
2,148,848 1,226,525 2,169,730 1,707,154
3,906,089 3,325,080 3,704,413 3,066,446
1,612,067 741,918 1,394,027 376,183
7,667,004 5,293,523 7,268,170 5,149,783
403,833 230,823 403,833 165,766
6,707,440 6,284,369 6,617,104 5,796,787
332,465 108,240 247,733 107,872
7,443,738 6,623,432 7,268,670 6,070,425
(10,635,353)  (8,931,225)  (10,300,109)  (7,998,202)
(3,191,615) (2,307,793) (3,031,439 (1,927,777
4,475,389 2,985,730 4,236,731 3,222,006
(724,751) {708,408) (565,68%) (657,285)
(963,708) (828,908) (948,293) (811,439
(482,566) (663,529) (482,566) (663,529)
2,304,364 784,885 2,240,183 1,089,753
29,906 24,080 29,906 24,080
838,674 7,500 838,674 7,500
1,427,730 796,124 1,371,603 1,058,173
2,296,310 827,704 2,240,183 1,089,753
8,054 (42,819) - -
2,304,364 784,885 2,240,183 1,089,753

Approved by the Board 2nd authorised forissue on 1! j ‘JM

A Young ‘%‘1(

Director

(; gtcad

Director
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Direct Solutions International Limited

Consolidated Cash Flow Statement
For the year ended 31 July 2006

2006 2005

Notes L £ £ £
Net cash inflow from operating activities 1 1,831,968 2,265,024
Interest recetved 4,415 259,937
Interest patd (231,882) (197,101}
Interest element of finance lease rentals (212,021) (101,285} !
Dirvidends received - 347,245
Net cash outflow for returns on nvestments and
servicing of finance (439,488) 308,796
Taxation (257,113) (439,097
Payments to acquire tangible assets {257,111} (194,992 ‘
Recetpts from sales of tangible assets 138,976 4,865
Net cash outflow for capital expenditure {118,135) (190,127)
Purchase of subsidiary undertakings (net of cash
acquired) {55,000) (500)
Net overdrafts acquired with substdiary (116,183) (1,197
Net cash acquired with subsidianes 45,664
Net cash outflow for acquisinons and disposals (125,519) (1,697)
Equity dividends paid - (615,263)
Net cash outflow before management of hquid 891,713 1,327,636
resources and financing
Purchase of own shares - (1,500,000)
Capital element of finance lease contracts (573,779 (417,269
Net cash outdlow from financing (573,779 (1,917,269)

Increase/(decrease) 1n cash 1n the year 2&3 317,934 (589,633)

The notes referred to are set out on pages 10
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Direct Solutions International Limited

Notes To The Consolidated Cash Flow Statement
For the year ended 31 July 2006

Reconciliation of operating profit to net cash inflow from operating activities 2006 2005
£ £
Operatng profit 1,249,025 1,150,765
Deprectation of tangible assets 949,899 802,289
Amortisation of intangible assets 149,617 111,100
Loss on disposal of tangible assets 31,901 6,903
Goodwill written off 45,528 -
Deecrease 1n stocks 45,304 140,657
Decrease 1n debtors 2,660,049 768,136
(Decrease) 1n creditors within one year (3,299,355) (714,826)
Net cash inflow from operating activities 1,831,968 2,265,024
Analysis of net debt 1 August 2005 Cash flow Other non- 31 July 2006
cash changes

£ £ £ £

Net cash
Cash at bank and 1n hand 108,240 224,225 - 332,465
Bank overdrafts (3,346,773) 93,709 - (3,253,064)

317,934

Finance leases {1,059,430) 630,886 (811,100) {1,239,644)
Net debt (4,297,963) 948,820 (811,100} (4,160,243)
Reconciliation of net cash flow to movement 1n net debt 2006 2005
£ £
Increase/(decrease) in cash in the year 317,934 (589,633)
Cash mflow from increase tn debt and lease financing 630,886 417,269
New finance lease {(811,100) (452,085)
Movement 1n net debt in the year 137,720 {624,449)
Opening net debt (4,297,963) (3,673,514)
Closing net debt (4,160,243) (4,297,963)

Major non-cash transactions

During the year the company entered into finance lease arrangements in respect of assets with a total capital value at the

inception of the leases of {811,100
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Direct Solutions International Limited

Notes To The Consolidated Cash Flow Statement (continued)
For the year ended 31 July 2006

Purchase of subsidiary undertakings

dsi Print  dsi1 Nexdox Total
Services
£ £ £
Net assets acquured
Tangible fixed assets 1,079,961 13,722 1,093,683
Intangible fixed assets 652,981 - 652,981
Investments 1,322,219 - 1,322,219
Stocks 218,314 - 218,314
Debtors 1,965,795 471,446 2,437,241
Cash at bank 825 45,664 46,489
Bank loans and overdrafts (117,008) - (117,008)
Finance leases (404,477) - (404,477)
Creditors (2,946,203) (377,465) (3,323,668)
Creditors due after more than one year {533,856} - (533,856)
Provisions for habilittes and charges (209,062) (1,436) (210,498)
Total assets acquired 1,029,489 151,931 1,181,420
Pre-acqusitton dividend - 32,500 32,500
Profits accrued as a joint venture (137,238) {108,466) (245,704)
Goodwnll 118,958 301,585 420,543
Total consideration given 1,011,209 377,550 1,388,759
Sausfied by
Issue of shares 460,875 375,000 835,875
Cash pad 55,000 - 55,000
Cash payable 120,036 - 120,036
Consideration paid i prior years 372,113 - 372,113
Costs of acqusion 3,185 2,550 5,735
1,011,209 377,550 1,388,759
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12

13

14

15

16

17

Direct Solutions International Limited

Notes To The Group Financial Statements
For the year ended 31 July 2006

Accounting policies

Accountmg convenuon

The financial statements have been prepared under the historical cost convention and n accordance with Uruted
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), which have been applied
consistently

Basis of consohdation

The group financial statements consolbdate the financial statements of the company and 1ts subsidiary undertakings
made up to 31 July 2006 and its share of the results and post-acquusition reserves of associated undertakings and joint
ventures

The profits and losses of subsidiary undertakings, associated undertakings and joint ventures are consolidated from the
date of acquisttion to the date of disposal When the company's shares are 1ssued 1n respect of an acquisitton, the share
premturm 1s computed on the basis of the market value of the shares at the date of acqusinon  The difference between
the cost of acqusition of shares in subsidianies and the fair value of the seperable net assers acquired 15 amortised
through the profit and loss account 1n equal instalments over its estumated useful life

Associated undertakings

The group's share of profits less losses of associated undertakings and jomnt ventures 1s included in the consolidated
profit and loss account, and the group's share of their net assets 15 included in the consolidated balance sheet

Tumover

Turnover represents the value of goods and services provided net of value added tax

Goodwll

Goodwill represents the excess of cost of acquisition over the fair value of the separable net assets of businesses
acquired and 1s amortised through the profit and loss account 1n equal instalments over 1ts estmated useful hife
Negatve goodwill 1s written off in the year of acquisiton

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less deprectation Depreciation 1s provided at rates calculated to write off the cost
less esttmated residual value of each asset over its expected useful life, as follows

Land and buildings Leasehold Over the life of the lease
Plant and machinery 10% straight line
Computer equipment 20% strasght line
Fixtures, fitungs & equipment 10% straight hine
Motor vehicles 20% straight hine

Leasing and hire purchase commitments

Assets obtamned under hire purchase contracts and finance leases are capitalised as tangible assets Assets obtained under
finance leases are depreciated over the shorter of the lease term and thetr useful Lives, whereas assets obtained under
hite purchase contracts are depreciated over their useful hves Obliganons under such agreements are included n
creditors net of the finance charge allocated to future penods The finance element of the rental payment 1s charged to
the profit and loss account so as to produce a constant penodic rate of charge on the net obligation outstanding 1n each
period

Rentals paid under operaung leases are charged agamnst income on a straight line basis over the lease term
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)
For the year ended 31 July 2006

1 Accounnng policies (continued)

18 Investments
Fixed asset investrnents are stated at cost less provision for dimunution in value

19 Stock and work 1n progress
Stock and work 1n progress are stated at the lower of cost and net realisable value

110 Pensions

Contributions payable to the personal pension schemes of employees are charged to the profit and loss account in the
pencod 1n which they are paid

111 Deferred taxation

In accordance with FRS 19, deferred tax 1s recogrused as a lability or asset 1f transactions or events that give the
company the obligation to pay more tax 1 future or a night to pay less tax mn future have occurred by the balance sheet
date

112 Foreign currency translation

Monetary assets and habilies denormunated itn foreign currencies are translated into sterling at the rates of exchange
ruling at the balance sheet date Transactions 1n foreign currencies are recorded at the rate ruling at the date of the
transaction All exchange differences are taken to profit and loss account

113 Government grants
Grants are credited to deferred revenue Grants towards capital expenditure are released to the profit and loss account
over the expected useful life of the assets Grants towards revenue expenditure are released to the profit and loss
account as the related expenditure 1s incurred

114 Reverse Lease Premium
Amounts received as an incentive to enter into operaung leases, are caputalised and amortised through the profit and

loss account on 2 straight line basis over the shorter of the period up to the date of the first rent review or the expiry of
the lease 1tself resulung 1n a market rent

2 Tumovet

The total rurnover of the group for the year has been denved from its pnncipal activity

Geographical analysis
The analysis by geographucal area of the group's turnover 1s set out as below-
2006 2005
£ £
Geographucal analysis
United Kingdom 31,661,534 27,678,913
Unuted States 1,115,092 1,015,884
Rest of the World 797,335 1,694,996

33,573,961 30,389,793
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)
For the year ended 31 July 2006

Group mumover and net operating expenses

On 1 August 2005 the group acquired the remainder of the share capital of dsi Prnnt Services and 1ts
subsidiary Talislake Limuted and transferred the net assets and trade to Direct Solunons Internatonal
Lirmuted on the same date As the trade of Talislake Limted has been completely subsumed wathun that of
Direct Solutions International Limuted, the results of the Talislake trade transferred to Duect Solutions
International Limited cannot be pracucally determmined and therefore, 1n accordance with FRS3, the results
relatng to the acquisiion of Talislake are not separately disclosed

The results for the prior year included the following relating to acquisiions turnover 1,824,705 ({34,970
net of group sales of £1,789,735), cast of sales of £312,379 and administranve expenses of £1,447,684 The
consolidated profit and loss account therefore showed £64,642 1n respect of the contnbution of acquired
activities to Group operating profit

Operanng profit 2006 2005
£ £
Operaung profit 1s stated after charging
Amortsation of intangible assets 149,617 111,100
Deprectation of tangible assets
-Owned assets 650,796 449,950
-Leased assets 299,103 352,339
Loss on disposal of tangible assets 30,426 6,903
Loss on foreign exchange transactions 2,178 -
Operatng lease rentals
- Plant and machinery 810,125 1,234,147
- Other assets 777,241 877,650
Auditors' remuneration (company £60,000, 2005 £48,605) 77,305 63,430
Remuneraton of auditors for non-audit work 49,840 27,910
Exceptional costs
Dilapidation provision (Note 17) - 485,000
Interest recewvable 2006 2005
£ £
Interest - group 4,415 259,937
Interest - company 4,281 259,937
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)

For the year ended 31 July 2006

Interest payable

On bank loans and overdrafts
Hire purchase interest

On overdue tax

Group
Jomnt Ventures

2006 2005

£ £
238,941 202,510
212,021 124,519
791 -
451,753 327,029
386,796 303,795
7,850 23,234
394,646 327,029
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)
For the year ended 31 July 2006

Taxation 2006 2005
£ £

Domestic current year tax

UK corporation tax 441,447 464,698

Share of taxaton of jomt ventures 92,71 63,154

Current tax charge 534,238 527,852

Deferred tax
Deferred tax credit current year (75,697) (54,312}

458,541 473,540

Factors affecting the tax charge for the year
Profit on ordinary activities before taxation 1,098,176 1,330,225

Profit on ordinary activities before taxaion muluplied by standard rate of UK

corporation tax of 30% (2005 - 30%) 329,453 399,068
Effects of
Non deducuble expenses 100,830 64,115
Depreciation add back 375,157 310,831
Capital allowances (228,346 (206,409)
Adjustments to previous periods - (16,732)
Effect of tax differences in the group (42,856) (23,021)
204,785 128,784
Current tax charge 534,238 527,852

Profit for the financial year

As permitted by secuon 230 of the Compantes Act 1985, the holding company's profit and loss account has not been
included 1n these financial statements The profit for the financial year 1s made up as follows

2006 2005

£ £

Holding company's profit for the financial year 313,430 1,074,412
Dividends 2006 2005
£ £

Ordinary intenim pad - 615,263
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Notes To The Group Financial Statements (continued)

Direct Solutions International Limited

For the year ended 31 July 2006

Intangible fixed assets

Group

Cost

At 1 August 2005
Addittons

At 31 July 2006
Amortisation

At 1 Augusr 2005
Charge for the year
At 31 July 2006

Net book value
At 31 July 2006

At 31 July 2005

Company

Cost

At 1 August 2005
Addition

At 31 July 2006
Amortisation

At 1 August 2005
Charge for the year
At 31 July 2006

Net book value
At 31 July 2006

At 31 July 2005

Goodwnll
£

2,191,840
1,071,940

3,263,780

965,315

149,617

1,114,932

2,148,848

1,226,525

Goodwll
£

2,297,676
607,453

2,905,129

590,522

144,877

735,399

2,169,730

1,707,154
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)
For the year ended 31 July 2006

Tangible fixed assets

Group

Cost
At 1 August 2005

Acqured on acquisition of subsidiary -

Additions
Disposals

At 31 July 2006
Depreciation

At 1 August 2005
On disposals

Charge for the year

At 31 July 2006

Net book value
At 31 July 2006

At 31 July 2005

Land and Plant and Fixtures, Motot Total

buildings  machinery fitungs & vehicles
Leasehold equipment

£ £ £ £ £

343,361 4,577,006 1,554,382 658,934 7,133,683

925,184 135,259 33,290 1,093,733

- 91,251 248,159 267,167 606,577

. (71,736) . (208817)  (280,553)

343,361 5,521,705 1,937,800 750,574 8,553,440

98,789 2,493,193 977,120 239,501 3,808,603

- (35,911) - (75,240) (111,151)

15,798 532,039 236,540 165,522 949,899

114,587 2,989,321 1,213,660 329,783 4,647,351

228,774 2,532,384 724,140 420,791 3,906,089

244,572 2,083,813 577,262 419,433 3,325,080

The net book value of tangible fixed assets includes an amount of £1,840,448 (2005 - £1,976,340) 1n respect of assets
held under finance leases ot hire purchase contracts
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)
For the year ended 31 July 2006

Tangible assets
Company

Cost
At 1 August 2005

Assets transferred from subsidiary -

Addiuons
Disposals

At 31 July 2006

Depreciation
At 1 August 2005

On disposals
Chatge for the year
At 31 July 2006

Net book value
At 31 July 2006

At 31 July 2005

(continued)
Leasehold Plant and Fixtures, Motor Total
land and  machinery fitungs & vehicles

buildings equipment

£ £ £ £ £

343,361 4,424,077 1,354,569 575,291 6,697,298

968,602 121,487 33,290 1,123,379

- 90,456 228,026 232,172 550,654

- {(59,700) - (189,817 (249,517)

343,361 5,423,435 1,704,082 650,936 8,121,814

98,789 2,428,122 886,136 217,805 3,630,852

- (29,850) - (58,715} (88,565)

15,798 520,783 194,542 143,991 875,114

114,587 2,919,055 1,080,678 303,081 4,417,401

228,774 2,504,380 623,404 347,855 3,704,413

244,572 1,995,955 468,433 357,486 3,066,446

“Ihe net book value of tangible fixed assets includes an amount of £1,759,529 (2005 £1,863,277) in respect of assets
held under finance leases or hire purchase contracts
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)

For the year ended 31 July 2006

Fixed asset investments

Group

Cost

At 1 August 2005

Group share of profits

Acquisition of further interest in assoctate

Joint venture now a subsidiary

At 31 July 2006

Cost
At 1 August 2005 and 31 July 2006

Provisions for diminution 1n value
At 1 August 2005 and 31 July 2006

Net book value
At 31 July 2006

At 31 July 2005

Shares 1n
participating
Iinterests

£

741,918
195,845

2,308,768

2,504,613
(1,634,464)

1,612,067

Unlisted
investments

£

100,000

(100,000)

The unbsted mnvestment was acquired by the group through the acquisinon of dst Anydoc Limuted and represents a 1 8%
holding in the ordinary share capital of Route 4 plc The company is incorporated in the England & Wales and was listed
on the OFEX market until 2 Apnl 2004 The directors consider that the investment 1s worthless as they do not expect to
recetve any dividends and have not been able to find a buyer for the shares The mvestment has therefore been fully

wrtten off




Direct Solutions International Limited

Notes To The Group Financial Statements (continued)

For the year ended 31 July 2006

Fixed asset investments

Interests 1n assoclated undertakings and joint ventures

Cost

At 1 August 2005

Acqusition of further interest 1n associate
Joint venture now a subsidiary

Cost at 31 July 2006

Groups shares of post-acquisition reserves
At 1 August 2005

Share of retained profits for the year

Joint venture now a subsidiary

Investment in joint ventures
Share of assets

Fixed assets - tangible
Investments

Current assets

Share of habihues
Due within one year ot less
Due after more than one year

Share of associates

Share of net assets

369,255
195,845

(245,704)

613,344
9,060

{continued)

372,663
2,308,768
(1,388,760)

1,292,671

319,396

1,612,067

183,975
1,330,270
650,768

2,165,013

(622,404)
69,458

1,612,067
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)

For the year ended 31 July 2006

Fixed asset investments

Company

Shates 1n Shares 1n
participating subsidiary
mterests undertalangs
£ £

Cost and net book value
At 1 August 2005 372,614 3,569
Addimons 1,016,646 1,198
Participating interests now subsidianes (1,388,760} 1,388,760
At 31 July 2006 500 1,393,527

(continued)

Total

£

376,183
1,017,844

1,394,027

In the opinuon of the directors, the aggregate value of the company's investment 1n subsidiary undertakings 15 not less

than the amount included in the balance sheet

Holdings of more than 20%

The company holds direcdy or indirectly more than 20% of the ordinary share capital of the following companies, all of which

are incorporated 1n England and Wales

Company Principal acuvity

Subsidiary undertakings

dsi Sameday Express Limuted Couner services spectalising in urgent dehivenes
The Fulfilment Group Lirmnited Dormant

ds1 Print Services Larmuted Dormant holding company

Talislake Lirmuted Dormant

ds1 Digital Lumited Dormant

Dnscoll Direct Mal (Holdings) Limited  Dormant

Duscoll Direct Mail Larmuted Dormant

ds1 Nexdox Lumited Programrmung and systems developing services
dst Anydoc Limited Programming and systems development services
Donnybrook Finushers Limuted Dormant and betng struck off

Shares held
%

75
100
100
100
100
100
100
100
100
100
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)
For the year ended 31 July 2006

Fixed asset invesunents (continued)
Company Pnncipal acuvity Shares held
Sigmificant interests Y
dst Billing Services Limmuted Billing and service providers 50
ds1 International Distnbution Dormant holding company of ds1 International 50
{(Holdings) Liruted Distribution Limuted

dsi International Distribution Limited  Internanonal freight couner 50
Held by dsi Pront Services Limuted

SNRG Linuted Pnnt services management 50
Colourworks Docklands Limited Printing services 50
Paracipating Interests

FEuropean Direct Mail Specialists Limited Maihing and delivery services 50
The Database Centre Lirmuted Database management 33
Response Handhing Centre Limited Admmistration support for fund raising comparues 34

The results of European Direct Mal Specialists Linuted have been based on the audited accounts for the year ended 31
December 2005 and the unaudited management accounts for the penod ended 31 July 2006 The accounts for the other
parucipating interests are based on the unaudited accounts for the year ended 31 December 2005 and the unaudited
management accounts for the period ended 31 July 2006

Previously the company agreed to waive its nghts to dividends declared by The Database Centre Limited As a result the
company has no economuc benefit from this sharcholding, and as such the value of the shareholding 15 £333 being the par
value of the shares

On 1 August 2005 dsi Pnint Services Limited became a wholly owned subsidiary following the acquisition of 52 5% of the
share capital The shares were acquired by way of a share exchange and cash Total consideration for the entire acquisition was
valued at £1,011,209 using fair value accounting generating goodwall of £118,958 On the same day, the assets and trade of
Talislake Limited, the subsidiary of dsi Print Services Limuted, were transferred to Direct Solutions Internanonal Limited As a
result of this transactton the group's holding 1n Colourworks Docklands Limited and SNRG Lirnited increased to 50%

On 1 August 2005 dst Digital Limited became a wholly owned subsidiary following the acquisition of 25% of the share capital
The shares were acqured by way of a share exchange Total consideration was valued at £1,125 using fair value accounting
generating goodwill of £43,944 On the same day the trade and net assets of dst Digital Limited were transferred to Durect
Solutons International Lirmuted

On 18 October 2005 dsi Sameday Limuted issued further shares which reduced the holding of Direct Solutions Internatonal
Lirruted to 75%

On 31 July 2006 ds1 Nexdox Limited became a wholly owned subsidiary following the acquisiion of 50% of the share capital

The shares were acquired by way of a share exchange Total consideration was valued at £377,550 using fair value accounting
generatung goodwill of £301,585
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)
For the year ended 31 July 2006

Stocks and work 1n progress

Wortk in progress
Firushed goods and goods for resale

Debtors

Trade debtors

Amounts owed by group undertakings
Amounts owed by participating interests
Other debtors

Prepayments and accrued income

Group Company
2006 2005 2006 2005
£ £ £ £
175,044 125,661 175,044 93,945
228,789 105,162 228,789 71,821
403,833 230,823 403,833 165,766
Group Company
2006 2005 2006 2005
£ £ £ £
5,504,164 5,405,308 5,422,407 4,962,719
- - 106,491 131,106
476,489 387,084 439,025 297,150
123,180 83,461 110,211 34,922
603,607 408,516 538,970 370,890
6,707,440 6,284,369 6,617,104 5,796,787

Group trade debts amounting to £3,852,852 (2005 - £3,639,331) have been sold under a debt purchase agreements with

Lloyds TSB
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)
For the year ended 31 July 2006

Creditors amounts faling due within one year

Group Company

2006 2005 2006 2005

£ £ £ £

Bank loans and overdrafts 3,253,064 3,346,773 3,157,670 3,196,270
Net obligations under finance lease and hure

purchase contracts {(note 25) 629,068 351,022 599,017 320,151

Trade creditors 2,504,022 1,458,144 2,454,079 1,225,277

Amounts owed to group undertakings - - 545,586 258,821

Amounts owed to participating interests 30,831 378,929 30,831 335,728

Corporation tax 591,735 221,341 470,833 198,099

Other taxes and sccial security costs 1,082,639 1,255,624 916,411 1,026,438

Other creditors 442 908 298,659 147,416 295,931

Accruals and deferred income 2,101,086 1,620,733 1,978,266 1,141,487

10,635,353 8,931,225 10,300,109 7,998,202

The group and company bank overdraft represents the Lloyds TSB account drawn down against trade debrors as
disclosed 1n note 16 and 15 secured by a morngage debenture dated 3 February 2000, incorporanng a fixed and floating
charge over all current and future assets of the group, together with life insurance policies secured on the Lives of M

Felstead and A Young in favour of the company

Creditors . amounts falling due after more than one year

Group Company
2006 2005 2006 2005
£ £ £ £
Other loans 114,175 - - -
Net obhgations under finance leases and hire
purchase agreements {note 25) 610,576 708,408 565,689 657,285
724,751 708,408 565,689 657,285

Other loans represent the deferred constderation in respect of the acqusition of the share capital of Colowrworks
Docklands Lamted Balances due withun one year of £273,996 under this agreement are included within other creditors

in note 15
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)

For the year ended 31 July 2006

Provisions for habihties and charges

Group

Balance at 1 August 2005
Profit and loss account
Acquisition of subsidiary

Balance at 31 July 2006

Company

Balance at 1 August 2005
Profit and loss acount

Balance at 31 July 2006

Deferred tax Dilapidations Total
habihity

£ £ £

343,908 485,000 828,908

{75,697) - (75,697)

210,497 - 210,497

478,708 485,000 963,708

326,439 485,000 811,439

136,854 - 136,854

463,293 485,000 948,293

The provision for dilapidanons of £485,000 s 1n respect of leasehold premuses occupied by the company The leases
include terms that the company make good dilapidations and damage incurred in the course of the lease period

Deferred income

Group and company

Balance at 1 August 2005
Amortisation in the year

Balance at 31 July 2006

Reverse lease
premium

£

663,529
(180,963)

482,566
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)

For the year ended 31 July 2006

Pension costs

Defined contrabution

Contributions payable by the group for the year

Share capital

Authonsed
40,000 Ordinary shares of {1 each
60,000 Non-voting ordinary shares of £1 each

Allorted, called up and fully paid
29,906 Ordinary shares of £1 each

2006 2005

£ £
111,216 59,190
2006 2005

£ £
40,000 40,000
60,000 60,000
100,000 100,000
29,906 24,080

The company has granted options for 2,499 non-voting ordinary shares te each of three key employees subject to a
maximumn holding of 1% of the 1ssued share capital at the ume the options are exeraised The option price 1s £40 per

share and the option peniod lapses on 11 June 2012

During the year the company tssued 5,826 shares as part of share swap arrangements to acquure shares i ds1 Print

Services Limuted, ds1 Nexdox Limited and dst Digital Liruted
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)

For the year ended 31 July 2006

Statement of movements on reserves

Group

Balance at T August 2005
Profit for the year

Ansnng 00 MeErgers in the yecar

Balance at 31 July 2006

Other reserves

Capital redemption reserve

Balance at T August 2005 & at 31 July 2006
Merger reserve

Arnsing on mergers in the year

Balance at 31 July 2006

Company

Balance at 1 August 2005
Profit for the year
Ansing on mergers in the year

Balance at 31 July 2006

Other reserves

Capital redemption reserve

Balance at 1 August 2005 & at 31 July 2006
Merger reserve

Ansing on mergers in the year
Balance at 31 July 2006

Mumonty Interests

Minonty mterests' share of net assets and labilities 1n subsidiary undertakings

Other reserves Profit and loss

(see below) account

£ £

7,500 796,124

- 631,606

831,174 -

838,674 1,427,730
7,500
831,174
838,674

Other reserves Profit and loss

(sce below) account
£ £
7,500 1,058,173
- 313,430
831,174 -
838,674 1,371,603
7,500
831,174
838,674
2006 2005
£ £
8,054 (42,819
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)

For the year ended 31 July 2006

Reconcibation of movements 1n shareholders' funds

Group
Result for the financial year

Dividends

Purchase of own shares

Fair value of shares 1ssued 1n consideravton of acquisiion

Net addiion/{reducton) to shareholders' funds
Opening shareholders’ funds

Closing shareholders' funds

Company

Result for the financial year
Dividends

Purchase of own shares

Fair value of shares 1ssued 1n consideration of acquistion

Net (reducnon)/addition to shareholders’ funds
Opening shareholders' funds

Closing shareholders' funds
Contingent habihties

Group

2006 2005

£ £
631,606 859,884
y (615,263)

; (1,500,000)

631,606 (1,255,379)
837,000 -
1,468,606 (1,255,379)
827,704 2,083,083
2,296,310 827,704
2006 2005

£ £
313,430 1,074,412

- (615,263)

. (1,500,000)

313,430 (1,040,851)
837,000 -
1,150,430 (1,040,851)
1,089,753 2,130,604
2,240,183 1,089,753

'The group and company have provided a guarantee to Lloyds TSB Bank PLC as part of group finance faciities

‘The company has provided a guarantee 1n respect of leases entered into by ds1 Internattonal Distnibution Lirmuted
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)
For the year ended 31 July 2006

Financial commitments

Operatung leases

At 31 July 2006 the group had annual commtments under non-cancellable operating leases as follows

Land and buildings Other
2006 2005 2006 2005
£ £ £ £
Expiry date
Withun one year 416,900 - 71,070 15,937
Between two and five years - 394,300 1,145,210 1,125,078
In over five years 497,450 553,300 - -
914,350 947,600 1,216,280 1,141,015
At 31 July 2006 the company had annual commutments under non-cancellable operaung leases as follows
Land and buildings Other
2006 2005 2006 2005
£ £ £ £
Expiry date
Within one year 416,900 - 59,538 4,405
Between two and five years - 394,300 800,778 780,646
In over five years 497450 553,300 - .
914,350 947,600 860,316 785,051
Finance leases
Group Company
2006 2005 2006 2005
£ £ £ £
Finance lease and hure purchase contracts are z2nalysed as follows
due vathin one year (Note 15) 629,068 351,022 599,017 320,151
due after more than one year (Note 16} 610,576 708,408 565,689 657,285
1,239,644 1,059,430 1,107,599 977,436
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)
For the year ended 31 July 2006

Directors’ emoluments 2006 2005
£ £
Emoluments for qualifying services 1,668,582 440,21
Company pension contributions to money purchase schemes 29,280 20,760
Emoluments disclosed above include the following amounts pad to the highest paid
director
142,268

Emoluments for quabifying services 456,698

The number of directors for whom retirement benefits are accruing under defined contnbution schemes amounted to 3

(2005 - 3)

Employees

Number of employees
The average monthly number of employees (including directors) during the year was

2006 2005

Number Number

Operations 370 252
Sales 2 3
Administragon 95 119
467 374
Employment costs 2006 2005
£ £

Wages and salaries 10,673,555 7,558,803
Social secunty costs 1,064,982 689,614
Other penston costs 114,521 59,190
11,853,058 8,307,607

Control

The entire share caprtal of the company 1s controlled by the company's directors
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Direct Solutions International Limited

Notes To The Group Financial Statements (continued)
For the year ended 31 July 2006

Related party transactions

The company has taken advantage of the exempton conferred by FRS 8 not to disclose transactions with subsidianes where
90% or more of voung nghts are controlled with the group

Related party transactions dunng the year were as follows

Joint ventures and participating interests

2006 2005
£ £
European Direct Mail Spectalists Lumuted Sales 589,123 701,063
Management charges 40,000 50,000
dst Buling Services Lamuted Sales 624,575 814,991
Management charges - 36,900
Costs recharged 67,177 859,342
The Database Centre Limuted Sales 6,333 22,130
Response Handling Centre Limited Sales 13,314 2,029
Management charge 11,700 37,400
Costs recharged 21,026 21,049
ds1 International Distribution Lirnited Sales 114,553 28475
Management charge - 2,215
Purchases 136,577 62,684
dst Sameday Express Limted Purchases 473,034 580,369
Other related parties
SNRG Lumuted Sales 771494 605,726
Purchases 3,158 -
Colourworks Docklands Lamuted Sales 483,429 58,018
Purchases 753,048 26,332
Worthyvale Limited {controlled by M Felstead) Purchases 24,000 33,194
Costs recharged 10,224
The following balances were outstanding at the year end
2005 2005
L £
European Direct Mail Speciabsts Limted Debtor 166,900 208,816
ds1 Biling Services Lamted Debtor 148,056 77,442
dsi1 International Distribution Lirmuted Debtor/(Creditor) 3,148 (2,767)
SNRG Lirmuted Debtor 106,689 149
Colourworks Docklands Limited {Creditor)/Debtor (58,460) 10,436
ds1 Sameday Express Limted Debtor 104,558 72,876

page 31




