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DX Network Services Limited

Directors’ report

The directors present their report and the audited financial statements for the year ended
30 June 2010

Principat activity
The company's continuing activity 1s the provision of mail services

Results and dividends

The profit for the financial year after taxation was £18 5 milhon (2009 £12 4 million), after
charging exceptional costs of £52 million (2009 £4 0 million) and goodwill amortisation of
£4 2 milhion (2008 £4 2 millon), and crediting a dwidend received from a subsidiary
undertaking of £8 8 million (2009 £nil) The directors do not recommend the payment of a
dividend (2009 £nil)

Review of the business

DX Network Services Limited (‘DX') 1s the UK's leading independent provider of early
morning, next day business to business mail and parcel services, 17,000 companies use the
Document Exchange or DX Courier and Mail services to send time cntical mail

The company offers four main products

. DX Exchange - a business to business mail service that provides customers with
significant cost and performance advantages over the Royal Mall first class and 1s
delivered through a national network compnsing over 25,000 boxes and 4,500
exchanges in the UK The pnmary markets include the legal, government and
financial services sectors

. DX Courier - leverages synergies with the DX Exchange delivery infrastructure to
create market leading cost advantages for packet delivery to branch networks in high
street and retail park locations The pnmary focus for packet delivery services 1s high
street retallers and businesses that require regular scheduled deliveries to branch
networks

. DX Mail — a nationwide business to business mai! service offering both next day and
two day delivery options, serving a number of sectors including insurance and travel,
and a nationwide service of business and professional pubhications for both next day
and twolthree day services, covering magazines, newsletters, company reports and
training matenial

. DX Secure - provides a highly secure natonwide collecton and delivery couner
service to DX Exchange customers

DX handles over one mithon items every working day, operating a nationwide, end-to-end
collection and delivery network across England, Wales, Scotland, Northern Ireland, the
Channel Islands, the Isle of Man and the Isle of Wight

Volumes are sensitive to movements m the housing and retall sectors  The current economic
recession has led to a reduchon in volumes across all the product categories mainly impacted
by these sectors

Turnover decreased dunng the year by 8 2%

. Exchange revenues are particularly susceptible to changes in the housing market,
and the Document Exchange billing model results in the effect of changes in volumes
being seen in both the current and the following year Although house sales In
England and Wales are now increasing, the reduction in the prior year has resulted in
Exchange turnover being 8 4% less than the previous year

. Courer turnover comes from the movement of parcels and packets to and from high
street locations Reduced activity in the retall sector caused Couner turnover to
decline by 4 5% compared to the previous year

. Mall revenue reduced by 19 8%  Whilst volumes also declined in this product
category, the company ceased delivering publications to areas that do not match s
footpnnt, in order to reduce operating losses In this activity
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Directors’ report

Operating profit before exceptional items and goodwll amortisation decreased as a
percentage of turnover from 24 6% to 22 9% The DX network has a high proportion of fixed
costs, which cannot be reduced n response to declining volumes and revenues in the short
term Operating profit benefits from the activites undertaken dunng the current and previous
year to improve the efficiency of the company's collection and delivery operations

The main commercial nsks that the business currently faces are

Risk How the risk 1s managed

Competitton from Royal Mall By providing high levels of service quality at competitive

and other mail providers prices, mamntaming strong relationships  with  major
customers and developing new services In response to
customer needs

The chaillenges of operating in By implementing processes within the network and a
a highly regulated environment  ngorous programme of mail integnty audits

Interest rate nsk 1s managed on a group basis

DX's exposure to credit and foreign exchange risks are not significant, and the company has
not implemented any specific strategy for managing these nsks

Employee involvement and communication
Employee involvement and communication s undertaken on a group-wide basis

The DX Group aims to create a culture where people of all backgrounds and expenence feel
appreciated and valued This 1s underpinned by the culturally diverse workforce employed by
the company, which 15 representative of the local population in the areas where we operate

The DX Group fulfils its legal obligations under the Sex Discrimination Act 1975, Equal Pay
Act 1970 (as amended 2004), Race Relations Act 1976 (as amended 2000), the Disability
Discrmination Act 1995, the Employment Equalty (Sexualty) Regulations 2003, the
Employment Equality (Religion or Belief) Regulations 2003 and other European Unton
Employment Directives, such as that covering age discnmination

Not only do we ensure that our legal obligations are fulfilled but we strive to surpass these
obligations through robust policies and programmes on recruitment, traming, career
development and promotion which are based solely on the ability of the individual and the
needs of the group’s business These policies and programmes are available to all
employees and are based solely on the ability of the individual and the needs of the group’s
business

The company has a stakeholder pension scheme, and actively encourages participation in
these schemes The group continues to invest in its pecple with an ongeing programme of
performance management, learming and development, and to offer a number of voluntary
benefits to support employees’ welfare In addition, a programme of hamonising benefit
offerings was undertaken in the last year to ensure that all employees are offered equal and
competitive benefit packages, including a provision for death in service benefit for all eligible
employees

The group continues to have success as an accredited Institute of Leadership Management
{'ILM’) centre, running accredited programmes throughout the business

The DX Group wishes to have the considered views of employees over a wide range of
subjects and thus encourages an active interest in company activities at all levels This am 1s
achieved through a fully representative ‘Employee Partnership’ programme, which ensures
two way communications and employee involvement The group has redesigned its
communication and consultation forums, holding representative elections with considerable
success Monthly news bulletins are distnbuted throughout the group and a quarterly
newspaper Is produced with a mixture of business and employee news
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Each member of the management board takes personal respoensibility for communicating with
a part of the business Employees are given opportunities to talk candidly with a member of
the management board

The environment
DX 1s committed to being an environmentally responsible company and aims to manage its
activities in line with environmental legislation and to minimise the tmpact on the environment

Social responsibility

Since 1997, DX has been providing a nationwide service conveying hundreds of boxes of
recycled spectacles for Vision Aild Overseas Vision Aid Overseas' work 1s focused on
helping people In the developing world whose existence has been blighted by poor eyesight
Every month, DX makes dozens of collections of donated spectacles from opticians’ practices
in the United Kingdom and its regular delivenes result in an average of 1 1 million parrs of
spectacles being delivered to Vision Aild Overseas’ offices throughout the course of each
year

DX donates its services to allow Vision Aid Overseas to concentrate its funds directly on the
projects it supports Without a reliable delivery service that ensures the efficient and
consistent collection of donated spectacles from across the country, Vision Aid Qverseas’
work would be severely hampered DX 1s delighted to be able to help VAC make such a
positive impact on so many peoples’ lives

Subsequent event

The trade and net assets of the company's subsidiary undertaking DX Business Direct
Limited were acquired by the company with effect from 1 July 2010 The net assets were
transferred at their book value of £4 6 milion, which was considered to be equivalent to therr
fair values, through the inter company account

Going concern

The directors have a reasonable expectation that the company has adequate resources to
continue n operational existence for the foreseeable future Thus, they continue to adopt the
going concern basis in preparing the financial statements

Further detalls regarding the adopton of the going concern basis can be found In the
statement of accounting policies in note 1 to the financial statements

Share capital
The company’'s authonsed and issued share capital are shown n note 15 to the financial
statements

Directors

The directors at the end of the financial year were as follows

Petar Cvetkovic Chief Executive Officer Appointed 30 April 2010
lan Pain Chief Financial Officer

In addition to the above, Michael Stone served as a director until his resignation on 30 Apnil
2010

There have been no changes since the end of the year

Payments to suppliers

It 15 the company's policy to make payments to suppliers in accordance with agreed terms,
provided that the supplier has performed in accordance with agreed terms and conditions
Creditor days at 30 June 2010 were 3 6 days (2009 10 8 days)

Auditors
Each of the persons who 1s a director at the date of approval of this report confirms that

(1) so far as the director 15 aware, there 1s no relevant audit information of which the
company's auditors are unaware, and

(2) the director has taken all the steps that he ought to have taken as a director in order to
make himself aware of any relevant audit information and to establish that the company's
auditors are aware of that information
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This confirmation is given and should be interpreted in accordance with the provisions of s418
of the Companies Act 2006

Deloitte LLP have indicated their willingness to be reappointed for another term

Statement of directors’ responsihilities
The directors are responsible for prepanng the annual report and the financial statements in
accordance with apphcable law and regulations

Company law requires the directors to prepare financial statements for each financial year
Under that law the directors have elected to prepare the financial statements in accordance
with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law) Under company law 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 company and of the profit or loss of the company for that penod In prepanng
these financial statements, the directors are required to

select suitable accounting policies and then apply them consistently,

make judgments and accounting estimates that are reasonable and prudent,

state whether applicable UK Accounting Standards have been followed, and

prepare the financial statements on the going concern basis unless it Is inapproprate
to presume that the company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to
show and explain the company’s transactions and disclose with reasonable accuracy at any
time the financial posttion of the company and enable them to ensure that the financial
statements comply with the Companies Act 2006 They are also responssble for safeguarding
the assets of the company and hence for taking reasonable steps for the prevention and
detection of fraud and other rregulanties

The directors confirm that they have complied with these requirements

Directors’ and officers’ insurance and indemnities
The company maintains appropriate directors’ and officers’ hability insurance for the benefit of
the directors

Approved by the board and signed on its behalf by

//>
/‘—’?E_‘a_

anPan -
Director

24 September 2010

DX House

Ridgeway

Iver

Buckinghamshire SLO 8JQ
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Independent auditors’ report
to the members of DX Network Services Limited

We have audited the financial statements of DX Network Services Limited for the year ended
30 June 2010 which compnise the profit and loss account, the balance sheet and the related
notes 1 t0 22 The financial reporting framework that has been applied in their preparation 1s
applicable law and Umited Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice)

This report 1Is made solely to the company’s members, as a body, In accordance with Chapter
3 of Part 16 of the Companies Act 2006 Our audit work has been underiaken so that we
might state to the company’s members those matters we are required to state to them in an
auditors’ report and for no other purpose To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone 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 responsibilities of directors and auditors

As explaned more fully in the directors’ responsibiites statement, the directors are
responsible for the preparation of the financial statements and for being satisfied that they
give a true and farr view Our responsibility 1s to audit the financial statements in accordance
with applicable law and International Standards on Auditing (UK and Ireland) Those
standards require us to comply with the Auditing Practices Board's (APB’s) Ethical Standards
for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures In the financial
statements sufficient to give reasonable assurance that the financial statements are free from
material misstatement, whether caused by fraud or error This includes an assessment of
whether the accounting policies are appropriate to the company’s circumstances and have
been consistently appled and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial
statements

Opinion on financial statements
In our opiion the financial statements

. give a true and far view of the state of the company’s affairs as at 30 June 2010 and
of its profit for the year then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, and

. have been prepared in accordance with the requirements of the Companies Act 2006

Opinmion on other matter prescribed by the Companies Act 2006
In our opinion the iInformation given in the directors’ report for the financial year for which the
financial statements are prepared Is consistent with the financial statements
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Independent auditors’ report
to the members of DX Network Services Limited

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006
requires us to report to you if, in our opinion

. adequate accounting records have not been kept, or returns adequate for our audit
have not been received from branches not visited by us, or

. the financial statements are not in agreement with the accounting records and
returns, or

. certain disclosures of directors’ remuneration specified by law are not made, or

. we have not received all the information and explanations we require for our audit

nod.. nuMm

Mark Mullins (Senior Statutory Auditor}

for and on behalf of Delostte LLLP
Chartered Accountants and Statutory Auditors
Reading, United Kingdom

24 September 2010




DX Network Services Limited

Profit and loss account
For the year ended 30 June 2010

2010 2009
Notes £m £m

Turnover:
DX Exchange 623 68 8
DX Couner 363 380
DX Mail 69 86
DX Secure 24 22

Operating costs:

Before exceptional items and goodwill amortisation (83 2) (88 6)
Exceptional items 5 (52) (40)
Goodwill amortisation {42) 42
Total operating costs 3 (92 6) {96 B)
Operating profit-

Before exceptional tems and goodwill amortisation 247 290
Exceptional items and goodwill amortisation 94) (8 2)
Total operating profit 153 208
Finance income (net) 6 111 04
Profit on ordinary activities before taxation 26.4 21,2
Tax on profit on ordinary activities:

Before exceptional items and goodwill amortisation (80) ((2R1)]
Exceptional tems and goodwill amortisation 01 02
Total tax on profit on ordinary activities 7 {7 9) (8 8)
Profit on ordinary activities after taxation:

Before exceptional items and goodwill amortisation 278 204
Exceptional items and goodwill amortisation {93) (8 0)
Profit for the year transferred to reserves 16 18 5 124

All results are dernved from continuing operations

There are no other recognised gains or losses ansing during the current or previous financial
penods other than those shown in the profit and loss account Accordingly, a Statement of
total recognised gains and losses has not been presented




DX Network Services Limited

Balance sheet
as at 30 June 2010

2M0 2009
Notes Em £m
Fixed assets:
Intangible fixed assets 8 590 632
Tangible fixed assets 9 55 72
Investments 10 491 361
1136 106.5
Current assets-
Debtors 11 340 304
Cash at bank and in hand 112 14
452 318
Creditors amounts falling due within one year 12 (77 5) (66 8)
Net current liabilities (32.3) {35 0)
Total assets less current liabilities 813 715
Creditors: amounts falling due after more than one year 13 3 {11 8)
Provisions for habilites and charges 14 (10) (10}
Net assets 772 58.7
Capital and reserves
Called up share capital 15 10 10
Profit and loss account 16 762 577
Shareholders’ funds 16 772 587

The financial statements of DX Network Services Limited, registered number 05026914, were
approved and authonsed for issue by the board of directors on 24 September 2010 and
signed on its behalf by

lan Pain




DX Network Services Limited

Notes to the financial statements
for the year ended 30 June 2010

1 Significant accounting policies

The principal accounting policies are summansed below They have all been appled
consistently throughout the year and the preceding year

Basis of accounting
The financial statements have been prepared under the historical cost convention and n
accordance with applicable United Kingdom accounting standards

Group financial statements

The company 15 a wholly owned subsidiary of DX Group Limited which 1s incorporated n
Great Bntain and registered in England and Wales, and which has prepared ccnsolidated
financial statements to 30 June 2010 Therefore as the company 15 exempt from the
obhgation to prepare and deliver group financial statements, the financial statements only
present information about the company as an individual undertaking, not about its group

Cash flow statement

Under Financial Reporting Standard 1 (rewised) the company 1s exempt from the requirement
to prepare a cash flow statement on the grounds that the ultimate parent company includes
the company In its own consolidated financial statements, which include a cash flow
statement, and are publicly available

Going concern

The company's business activiies and financial position, together with the factors likely to
affect its future development, performance and position are set out in the directors’ report on
pages 2 and 3

The current economic conditions create uncertainty over the level of demand for the
company’s services

The group agreed a capital and debt restructuring with its controlling party and its lenders on
19 July 2010 The company has net current habilities and the directors have received a letter
of continuing financia!l support from the company’s ultimate parent undertaking, DX Group
Limited

After careful consideration of the cutcome of the capital and debt restructuning and the letter
of continuing financial support, the directors have a reasonable expectation that the company
will have access to adequate resources to continue in operational existence for the
foreseeable future Thus, the directors continue to adopt the going concern basis in preparing
the annual report and accounts

Goodwill

Goodwill 1s the surplus of cost over the net asset value attnibuted to businesses acquired
Goodwill ansing on the acquisition of businesses 1s capitaised and amortised on a straight
line basis over the shorter of its estimated economic useful life and 20 years Provision i1s
made for any impairment

Investments
Shares in, and loans to, other group companies are valued at cost less provision for
Iimpairment

10
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Notes to the financial statements
for the year ended 30 June 2010

1 Significant accounting policies
{continued)

Tangible fixed assets

Tangible fixed assets are shown at cost less accumulated depreciation and any provision for
impairment Depreciation of fixed assets 1s on a straight ine basts calculated at rates to wnte
off the cost less estimated residual value of each asset over the term of its expected useful
life

The following rates are used % per annum
Land and buildings

Short leasehold properties 4-20
Plant and machinery 10-25
Taxation

Current tax 1s provided at amounts expected to be paid using the tax rates and laws that have
been enacted or substantively enacted by the balance sheet date

Deferred tax i1s provided in full on timing differences that result in an obligation at the balance
sheet date to pay more tax, or a nght to pay less tax, at a future date, at rates expected to
apply when they crystallise based on current tax rates and law Timing differences arise from
the inclusion of items of income and expenditure in taxation computations in periods different
from those in which they are included tn the financial information Deferred tax assets are
recognised to the extent that it 1s regarded as more likely than not that they will be recovered
Deferred tax assets and liabilities are not discounted

Leases
Rental costs under operating leases are charged o the profit and loss account in equal
annual amounts over the penod of the lease

Pension costs

The company 15 a member of a group defined contribution pension scheme The amount
charged to the profit and loss account in respect of pension ¢casts and other post-retirement
benefits 1s the contnibutions payable in the year Differences between contributions payable
in the year and contributions actually paid are shown as either creditors or debtors in the
balance sheet

Foreign currencies
Assets and habilities denominated in foreign currencies are translated into sterhing at the rates
ruling at the year end All translation differences are dealt with in the profit and loss account

Turnover
Turnover represents the value of sales, apportioned over the penod to which it relates after
excluding trade discounts, value added tax and similar sales related taxes

Document Exchange subscription income invoiced in advance 1s deferred and recognised as
turnover over the penod In which the related service 1s provided Deferred subscrniption
income I1s Included n the balance sheet as deferred income within creditors amounts falling
due within one year

All other turnover is recognised as the service to which it relates 1s rendered
2 Segmental information
The directors consider there to be only one class of business, being the provision of mail

services, and one matenal geographical segment, being the United Kingdom As such further
segmental information 1s not presented

11
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Notes to the financial statements
for the year ended 30 June 2010

3 Operating costs
2010 2009
£m £m
Other external charges — excluding exceptional items 519 56 5
Other external charges — exceptional tems * 01 04
Other external charges — total 520 56 9
Staff costs — excluding exceptional items 240 241
Staff costs — exceptional items * 02 02
Staff costs — total (see note 4) 242 24 3
Depreciation {owned assets) 26 31
Other amounts wntten off fixed assets — excepticnal tems * - 11
Hire of plant — other rentals 05 05
Other operating lease rentals (including land and buiidings) -
excluding exceptional items 42 44
Other operating lease rentals (including land and butldings) -
exceptional items * - 01
Other operating lease rentals (including land and bulldings) - total 42 45
Goodwill amortisation 42 42
Impairment charges — loans to subsidiary undertakings 46 20
Impairment charges — amounts due from subsidiary undertakings 03 02
Exceptional imparrment charges ~ total * 49 22
Operating costs — excluding exceptional items and goodwill
amortisation 83.2 88.6
Operating costs — exceptional items and goodwill amortisation 94 82
Total operating costs 92.6 96 8

* an analysis of exceptional tems I1s given in note 5

Directors’ and auditors’ remuneration are included in a group management charge from the
ultimate parent undertaking of £2 7 milion (2008 £1 8 milhon), which 15 included in other
external charges Directors' remuneration of £1,036,000 (2009 £614,000) was paid by the
ultimate parent company for services to the group, and £32,500 (2009 £32,500) of the total

audit fee 1s attrrbutable to the company

Fees payable to the company's auditors for non-audit services were £10,000 (2009 £1,000)

4 Staff costs

Wages and salaries
Social secunty costs
Other pension costs

Average number of persons employed

Sales and marketing
Network
Management and administration

2010 2009
£m £m
219 220
20 20
03 03
24 2 243
2010 2009
No No
110 108
930 939
106 105
1,146 1,152

12
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Notes to the financial statements
for the year ended 30 June 2010

5 Exceptional items
2010 2008
£m £m
Impairment charges 49 22
Restructunng costs 03 12
Integration costs - 06
5.2 40

The directors have reviewed the carrying values of the company's fixed assets, investments
and related balances, and concluded that imparment charges of £49 millien (2009
£2 2 milicn) are required to reflect changes dunng the current year Loans to subsidiary
undertakings have been imparred by £4 6 million (2009 £2 0 million), and other amounts due
from subsidiary undertakings by £0 3 million (2009 £0 2 milon)

Dunng the year the company incurred £0 3 million (2008 £1 2 mihon) in restructurning its cost
base and £nil (2009 £0 6 mulion) in integrating the business with that of its fellow subsidiary
undertaking, Secure Mail Services Linited

6 Finance income (net)

2010 2009

£m £m

Investment income a8 -
Interest receivable and similar income 26 14
Interest payable and similar charges {0 3) (10)
Finance income (net) 11.1 04
Investment income
Dividend received from subsidiary undertaking BB -
Interest receivable and similar iIncome
Group interest receivable 25 12
Bank deposits - 02
Other interest receivable 01 -
Total interest receivable 26 14
Interest payable and similar charges:
Group interest payable (0 3) (08)
Other interest payable - (02)
Total interest payable and similar charges {0 3) (10}

On 6 August 2009 the company’s subsidiary undertaking, DX Network Services Ireland
Limited, declared a dividend of €10 0 million

13
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Notes to the financial statements
for the year ended 30 June 2010

7 Tax on profit on ordinary activities
{a) Analysis of charge in year
Current tax

United Kingdom corporation tax
Deferred tax

Tax on profit on ordinary activities

2010 2008

£m £m
79 90
- (02)
79 8.8

The exceptiona! items gave nse to a tax credit included above of £01 million (2009

£0 2 million)

(b) Factors affecting the tax charge for year

The tax assessed for the year 1s ugher than the standard rate of corporation tax in the UK of

28% (2009 28%) The differences are explained below

Profit before tax

Profit on ordinary activities before tax at the standard rate of UK
corporation tax of 28% (2009 28%)

Factors affecting charge for year
Group dividend received
Depreciation and other amounts wntten off fixed assets for year in
excess of capital allowances
Goodwill amortisation potentially not ehgible for tax rehef
Impairment charges not eligible for tax relef
Adjustmenis in respect of prior penods
Other

Total actual amount of current tax

8 Intangible fixed assets

Cost.
At 1 July 2009 and 30 June 2010

Amortisation.
At 1 July 2009
Charge for the year

At 30 June 2010

Net book value
At 30 June 2010

At 30 June 2009

2010 2009
£m £m

26 4 212

74 59

29) -

07
12
06
02
04

W N

~N Oy 22O

0 |w

80

Goodwill
£m

84 2

210
42

252

590

63 2

14
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Notes to the financial statements
for the year ended 30 June 2010

9 Tangible fixed assets
Short
leasehold
land and Plant and
buildings machinery Total
£m fm £m
Cost:
At 1 July 2009 73 326 399
Additions 02 09 11
Disposals - (0 4) (0 4)
At 30 June 2010 75 331 406
Depreciation
At 1 July 2009 51 276 327
Charge for the year 06 20 26
Disposals - (0 2) (0 2)
At 30 June 2010 5.7 294 35.1
Net book value
At 30 June 2010 1.8 37 55
At 30 June 2009 22 50 72
10 Investments
Shares n Loans to Loan to
subsidiary parent subsidiary
companies companies company Total
£m £m £m £m
Cost.
At 1 July 2009 49 298 40 387
Increases In the year - 17 2 Ca 176
At 30 June 2010 49 470 44 56 3
Provisions.
At 1 July 2009 06 20 - 26
Imparrment charge for the year - 10 36 456
At 30 June 2010 06 3.0 3.6 72
Net book vatue*
At 30 June 2010 4.3 44 Q 08 491
At 30 June 2009 43 27 8 40 361

At 30 June 2010 DX Network Services Limited owned 100% of each class of issued shares of
the following companies

Principai activity

DX Network Services Ireland Limited {registered and operates in the Mail services
Republic of Ireland)

DX Business Direct Limited Courier logistics
DX Electronic Services Limited Dormant

Each of these companies 1s registered and operates in England and Wales unless otherwise
stated

16
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Notes to the financial statements
for the year ended 30 June 2010

11 Debtors

2010 2009

£m £m

Trade debtors 156 175
Amounts owed by ultimate parent undertaking 35 27
Amounts owed by immediate parent undertakings 43 09
Amounts owed by subsidiary undertakings 38 04
Amounts owed by fellow subsidiary undertakings 10 20
Other debtors - 01
Prepayments and accrued income 58 68

34.0 304
12 Creditors: amounts falling due within one year

2010 2009

£m £m

Trade creditors 08 28
Amounts owed to iImmediate parent undertaking 01 -
Amounts owed to subsidiary undertakings 09 07
Corporation tax 376 285
Other taxes and social secunty costs 24 18
Other creditors 04 03
Accruals 85 78
Deferred income 268 249

775 66 8

£32 1 milhon (2002 £24 5 million) of the Corporation tax creditor 1s payable to other group
companies In the form of group relief

13 Creditors' amounts falling due after more than one year
2010 2009
£m £m
Loan from subsidiary undertaking 31 118
31 118

The loan from the subsidiary undertaking bears interest at the blended interest rate payable
by the group on its bank borrowings The interest rate on each facility 1s LIBOR plus a margin
which ranges from 2 25% to 8 25%, depending on the faciity The loan 1s repayable no
earlier than 24 September 2011

14 Provisions for habilities and charges
Integration Other

costs prowisions Total
£m £m £m
At 1 July 2009 04 08 10
Utiised {01) (01) {02)
Charged to profit and loss account 02 - 02
At 30 June 2010 05 05 1.0

Integration cost provisions compnise the costs of vacated leased properties, and are expected
to be utiised over the penod to November 2015

16
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Notes to the financial statements
for the year ended 30 June 2010

14 Provisions for habilhties and charges
{continued)

Other provisions comprise costs in respect of long term employee healthcare benefits, and

are expected to be utiised over the period to January 2026

15 Called up share capital

Authonsed
2010 2009
No {000) £000 No (000) £000
Ordinary shares of 1p each 150,000 1,500 150,000 1,500
Allotted, called up and fully paid:
2010 2009
No (000) £000 No (000) £000
Ordinary shares of 1p each 100,000 1,000 100,000 1,000
The company has one class of ordinary shares which carry no nght to fixed income
16 Shareholders’ funds
Called up
share Profit and
capital  loss account Total
£m £m £m
At 30 June 2008 10 453 46 3
Profit for the year - 12 4 12 4
At 30 June 2009 10 577 587
Profit for the year - 185 18 5
At 30 June 2010 10 76.2 77 2
17 Financial commitments
2010 2009
£m Em
Capital expenditure
Contracted but not provided for 01 03
Annual commitments under operating leases
Land and buildings — leases which expire
Within one year 02 03
Between two and five years 19 18
After five years 09 12
3.0 33
Other — leases which expire
Within one year 02 -
Between two and five years 02 05
04 0.5

17



DX Network Services Limited

Notes to the financial statements
for the year ended 30 June 2010

18 Contingencies

The company has provided a cross guarantee in respect of amounts outstanding under the
group’s UK overdraft facilites The amount outstanding under these facilities at 30 June 2010
was £nil (2009 £nil)

The company has also provided a cross guarantee In respect of amounts outstanding under
the ultimate parent undertaking’s £282 2 million senior and mezzanine borrowing faciities, of
which £237 6 million (2009 £243 6 million) was outstanding at 30 June 2010

At 30 June 2009 the company had entered into a bank guarantee facility in respect of
property leases amounting to £0 1 milien  This guarantee expired dunng the year

No provisions are required or have been made in respect of these contingencies since, In the
opirson of the directors, they are not expected to result in financial loss for the company

19 Pension arrangements

The company operates a defined contribution retirement benefit scheme for all qualifying
employees The assets of the scheme are in managed funds, and are therefore held
separately from the assets of the group

The total cost charged to ncome of £0 3 milien (2009 £0 3 milhion) represents contributions
payable to this scheme by the company at rates specified in the rules of the schemes

20 Related party transactions

As permitted by FRS 8 ‘Related party disclosures’, the financial statements do not disclose
transactions with the ultimate parent company and fellow subsidiaries

21 Subsequent events

The trade and net assets of the company's subsidiary undertaking DX Business Direct
Limited were acquired by the company with effect from 1 July 2010 The net assets were
transferred at their book value of £4 6 milhion, which was considered to be equivalent to their
fair values, through the inter company account

The group agreed a capital and debt restructuring with its controling party and lenders on
19 July 2010 Further detalls can be found in the consolidated financial statements of the
ultimate parent company, DX Group Limited

22 Ultimate parent undertaking and ultimate controlling party

In the opinien of the directors, the company’s ultmate parent undertaking at 30 June 2010
was DX Group Limited, a company incorporated in England and Wales whose registered
office 15 at DX House, Ridgeway, Iver, Buckinghamshire SLO 8JQ Copies of the annual
report and financial statements of DX Group Limited may be obtained from the registered
office

DX Group Limited 1s both the smallest and the largest group into which the company's results
are consoldated

In the opinion of the directors, the company’'s controlling party at 30 June 2010 was funds
managed by Candover Partners Limited
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