











offering an end-to-end solution for all business
communications needs.

Daisy Wholesale provides the same unified product set
as Daisy Retail and in addition provides managed billing
services via the Group's own proprietary billing software.
The division has over 1,000 active partners, including
telecoms resellers and carriers, small to medium ISPs and
IT resellers benefitting from Daisy Wholesale's white-label
offering. These supply arrangements exist as a result of
the Group's ability to offer smaller resellers access to
better pricing and more user-friendly portals than they
could obtain direct from carriers and ISPs.

Daisy Distribution offers a full range of mobile handsets
and airtime tariffs from Vodafone, O2 and Orange.

Its customers are mobile dealers and with in excess of
450 active partners, Daisy Distribution is starting to see
an increase in its unified communications offering to its
dealers with Vodafone'’s One Net and O2's JUC (Joined
Up Communications) program.

“Increasing the number of products and services
existing customers take from Daisy will become
an increasingly important part of the Group’s
strategy to deliver long-term growth.”

Whilst strategic acquisition opportunities will always be
considered by the Group, we do not expect the volume
of acquisitions to continue at the rate achieved to date.
Increasing the number of products and services existing
customers take from Daisy will become an increasingly
important part of the Group's strategy to deliver long-
term growth. The Group has developed a strong, unified
product portfolio that leaves it well positioned to capitalise
on today’s rapidly evolving business communications
market. In particular, our in-house data centres, managed
10Gb core IP network and our bespoke VolP platform
provide us with strong capability in cloud technologies
that will become increasingly relevant in the future.

Board Changes

I would like to take this opportunity to welcome Gareth
Kirkwood to the board of Daisy Group. Gareth joined

the Group in 2009, focussing on the successful integration
of acquired businesses and on building a team to drive
growth in the Group's three divisions. Gareth was
appointed to the board as Chief Operating Officer

on 1 April 2011 and he will play a key role in driving

the Group through its next phase of growth.

On 5 October 2010 lan Butcher, a non-executive director
of the Group, stepped down from his position to devote
more time to the continuing development of his property
business. On behalf of the board, | thank lan for his
contribution to the Group and wish him every success

in the future.

Outlook

We believe that our strategy has created a strong base
from which we can continue to develop and we look
forward with confidence to delivering long-term growth
for our shareholders.

Peter Dubens
Executive Chairman

27 June 2011
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Chief Executive’s Review

Overview
Daisy Group has made strong progress this year.

Revenue of £266.3 million and adjusted EBITDA of
£40.7 million has been generated in the reported
12-month period. Cash conversion was strong, with
98.0% of post exceptional adjusted EBITDA converting
to operating cash, and post exceptional free cash flow
rising significantly to £20.2 million.

We have continued to deliver on our strategy to
consolidate the fragmented SME and mid-market
communications sector, completing seven corporate
acquisitions and one customer base acquisition during
the year. In addition, we completed one trade and assets
acquisition post year end.

We have completed the restructuring of the Group and
now trade via three distinct divisions: Daisy Retail, Daisy
Wholesale and Daisy Distribution. The management
team has been further strengthened and together

with our product offerings, we are well positioned for
further growth.

Against the backdrop of a challenging macro economic
climate, our performance is very much a reflection of the
effort and commitment of all employees from across the
Group. | would like to thank them all for the work that
has allowed us to make such significant progress over
this trading period.

Growth and Development
Our primary market is the SME and mid-market
business sector within the UK. Under the guidance

of Steve Smith and David McGlennon, our experienced
in-house team, the business has delivered against our
strategy to consolidate the fragmented SME and
mid-market communications sector. We have developed

“Daisy Group is now one of the largest
providers of unified communications to the
SME and mid-market business sector in the UK.”

Our disciplined and diligent approach to integration
has been maintained and all acquisitions completed
before February 2011 were fully integrated before the
financial year end. In addition, non-core assets have
been sold and the proceeds utilised to support our
consolidation strategy.

Growth in revenue, adjusted EBITDA, underlying EPS
and free cash flow has been strong and has been achieved
whilst we continue to invest in the future of the business.
Daisy Group is now one of the largest providers of unified
communications to the SME and mid-market business
sector in the UK.

Our product portfolio has been enhanced and we have
reduced our reliance on our traditional voice business.
New acquisitions have brought further strengths in data,
mobile and systems, whilst our hosting business has
been reinvigorated by direct investment and new
product opportunities developed.

a blueprint for the identification, completion and
integration of strategic acquisitions and this process
has allowed us to enhance existing product areas,
integrate specialised sales teams and embark on
supplementing the business’ portfolio with
complementary products and offerings. In addition,
we have generated significant cost saving synergies
and ultimately delivered enhanced earnings for our
shareholders.

The acquisitions that have been completed this year
are set out below, together with an explanation of the
rationale for each transaction:

Cole Robert & Co Limited ("CRC") was acquired in

April 2010. CRC was a wholesale telecoms and internet
service provider, with the majority of the business

being a white-label broadband offering, over a range
of broadband networks. The transaction was completed
to broaden the product offering and reseller base

of our Wholesale division.



In June 2010, the Group acquired Fone Logistics Limited
("Fone Logistics”), a provider of handsets and airtime to

the SME market through an independent dealer channel.

The trade of Fone Logistics was similar to that of our
own Distribution division. We now have a distribution
business of increased scale and improved profitability
that is able to service an enhanced dealer network.

Murphx Innovative Solutions Limited (“Murphx”) was
acquired in June 2010. Murphx was a provider of data
connectivity and hosted solutions, predominantly to
the reseller marketplace. The acquisition allowed our
Wholesale division to further strengthen its non-voice
product offering and bring in technical expertise within
the data product set. In addition, Murphx brought 450
new reseller customers that provide a clear opportunity
for cross-sell of our existing product portfolio.

In September 2010, the Group acquired a business
customer base from Telstra. This base consisted of
largely mid-market business entities taking a range

of networks and data services. The base is now
managed by our Retail division and we will be looking
to cross-sell other products across this base. In addition,
a small number of wholesale customers were also
acquired and these customers are managed by our
Wholesale division.

“The acquisition of Outsourcery makes us
Vodafone’s largest service provider in the
UK by number of customers.”

We acquired SpiriTel plc (“SpiriTel”) in November 2010.
This acquisition brought further scale to our Retail division
and enhanced our mobile and systems offerings in
particular. SpiriTel had strong commercial arrangements
in place with both O2 and Vodafone and these have been
improved further following the acquisition. In addition,
the SpiriTel systems offering, with its strong Mitel focus
and directly employed engineering workforce, has
broadened our existing systems capability.
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In December 2010, we acquired NEG MBO Two Limited
("NEG"). NEG provides network services, telephony
hardware, installation and maintenance support. The
business is principally focussed on the General Practitioners
sector and currently delivers services to over 800 surgeries.
We believe that there is scope for further development
of this sector, as well as the opportunity to expand the
offering into areas with a similar inbound high intensity
call handling requirement. This business forms part of
our Retail division.

O-Bit Telecom Limited ("O-Bit") was acquired in
February 2011 and it brings us improved access to the
reseller channel. O-Bit provides wholesale services aimed
at internet service providers, telecoms resellers and IT
services organisations that resell to the SME and mid-
market business sector. In addition, O-Bit has a number
of SME and mid-market business customers of its own,
to whom it supplies communication services. O-Bit's
wholesale business will remain as a separately branded
sales and marketing division within Daisy Wholesale,
with operational integration expected to be complete
by 30 September 2011. The SME and mid-market
business customers are anticipated to be managed

by Daisy Retail by 30 September 2011.

The final acquisition of the financial year was that of
Hamsard 3155 Limited (“Outsourcery”). This business
provides mobile voice and data solutions to the SME
and mid-market business sectors. This acquisition provides
us with greater scale for our mobile division and the
opportunity to further develop our strong relationship
with Vodafone. Outsourcery will be integrated within
our Retail division before next financial half year end.
The acquisition of Outsourcery makes us Vodafone's largest
service provider in the UK by number of customers.

Post year-end, we purchased the trade and assets of
Telinet Limited and certain trade and assets of Ipitomi
Limited (together “Telinet”). Telinet supplied data
solutions, telephone systems, unified communications,
connectivity and collaboration solutions to mid-market



Daisy Group plc Annual Report and Accounts 2011

Chief Executive’s Review
Continued

business sector customers. The acquisition further bolsters
Daisy’s existing presence in the mid-market space and
enhances our data and engineering capabilities, with
Avaya and Mitel trained engineers joining the Group's
existing UK-wide engineering team.

We believe that our determination in quickly integrating
acquisitions distinguishes us from other communications
industry consolidators. Our integration activity has again
been exhaustive this year and all acquisitions completed
before the start of February 2011 were integrated by

the end of the financial year. We aim to complete the
integration of the more recent acquisitions of O-Bit,
Outsourcery and Telinet by 30 September 2011 and

will continue to refine and consolidate the business

prospect for future growth or cost savings. In addition,
we have moved out of the calling card market, turned
off related switches and distanced ourselves from the
low margin PRS business, all of which came from the
Redstone acquisition in 2009. Whilst not significant

at EBITDA level, these actions have reduced Group
revenues in the current year.

Divisional Reporting
The Group operates three distinct trading divisions:
Daisy Retail, Daisy Wholesale and Daisy Distribution.

Daisy Retail

Daisy Retail provides communications services to its
75,000 strong, directly owned customer base across
four broad product areas:

Networks fixed line calls, fixed line rentals, number
translation services, select services

Data hosting, broadband, leased lines, bonded
DSL, IP VPN / MPLS networks and VolP

Mobile mobile phones, smart phones, airtime
and data provision via service provider
and dealer arrangements

Systems maintenance, engineering and equipment

Daisy Retail is the largest of the three trading divisions
and a summary of its results for the year ended 31 March
2011 can be seen below, together with the comparatives
for 2010.

in future periods. Daisy
2011 Networks Data Systems Mobile  Retail
“We believe that our determination in quickly fm _fm fm  fm  fm
integrating acquisitions distinguishes us from Serenue 1022 420 263 261 196.6
other communications industry consolidators.” Gross profit 433 195 176 84 888
Gross margin % 42.4% 464% 66.9% 32.2% 45.2%

Whilst we have been tremendously busy on the acquisition Adjizted
. . . EBITDA 37.3

front this year, we have been equally determined to divest Adjusted
ourselves of non-core assets. EBITDA % 19.0%
In June 2010 we were able to dispose of the WiMAX Daisy
spectrum licences held within the Freedom4 sub-group. 2010 Networks Data Systems Mobile  Retail
This sub-group had been identified as discontinuing fm fm £m £m £m

last year and the licences were actively marketed for

a number of months. | believe that the £12.5 million Revenue 626 243 115 107 1091
received for the licences represents fair value and Gross profit 266 118 6.3 21 46.8
the proceeds were put to good use in support of Gross margin % 42.5% 48.6% 54.8% 19.6% 42.9%

our on-going consolidation strategy. Adjusted
EBITDA 11.3

This year has also seen us dispose of a number of smaller  Adjusted
ex-Redstone subsidiaries where we did not see the EBITDA % 10.4%

Acquisitions have seen this division grow revenues
significantly during the period, whilst the divisional gross
margin has improved as a result of increased margins
enjoyed across mobile and systems product categories.

Mobile gross margins have increased to 32.2% (2010
19.6%) as a result of the enhanced volumes and improved
commercials. With the acquisition of Outsourcery and
the O2 centre of excellence status that we acquired as

a result of the SpiriTel acquisition, we now have over
100,000 connections under management. Our scale and
capability make us a key strategic partner for both O2
and Vodafone and have allowed us to improve our
commercial arrangements as a consequence. Both
relationships have recently been renewed for a minimum
of three years. Looking forward, we are well positioned
to take advantage of the rapid move to voice and data
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“Looking forward, we are well positioned to take
advantage of the rapid move to voice and data
convergence on smart devices, including both
handsets and tablets.”

convergence on smart devices, including both
handsets and tablets.

Systems gross margins have improved to 66.9%

(2010 54.8%) due to significantly improved terms

from equipment providers and the renewal of existing
maintenance contracts. The previous financial period
saw maintenance services being provided free of charge
to customers who had already paid annual subscriptions
to companies that we acquired out of administration.
The contracts are now through the renewal phase and
we are now able to bill and collect subscriptions in the
normal manner.

Our capability has increased dramatically in this area
over the year. In small systems we have consolidated
our supply arrangements on LG technology, improving
our commercial terms and simplifying our engineering
processes. In larger systems, we acquired significant
Mitel and Avaya capability with the acquisitions

of SpiriTel and Telinet and we now enjoy Premier
Partner status with Mitel and Silver status

with Avaya.

Of increasing importance in the marketplace is the
capability to offer hosted voice services and SIP trunks,
as opposed to traditional PBX. Our supply partnerships
position us well to take advantage of this developing
trend, and our own hosted VolIP platform will therefore
be a key strategic asset. We currently have over 1,600
customers taking VolP products.

The Data margin reduction to 46.4% (2010 48.6%) is

a function of the changing revenue mix in this segment,
rather than any underlying price or cost pressures.

A large element of the growth in volume this year has
been broadband related, diluting the impact of the
higher margin products such as hosting.

Perhaps the biggest change within the Retail division

in the past year has been in our data capability. Our key
strategic supply partnership inherited from the Vialtus
acquisition has been renegotiated, resulting in significant
improvements in competitiveness and a more
comprehensive product roadmap, including Ethernet
capability. Our core network supply contracts have been
amended, resulting in lower costs, increased bandwidth
and greater resilience.

Investment in our existing owned data centres has
increased available capacity and improved our facilities.
Our current hosting capacity covers approximately 600
racks in total, with 60% utilisation. Further investment,

to deliver virtualisation, is planned for the coming year,
which will further enhance our managed hosting capacity.

W

Retail Revenue

H Calls 26%
N Lines 27%
B Mobile 13%
Data 21%
W Systems 13% Q

“We are working hard to ensure margins are
maintained via continued enhancement activity
such as consolidation of supply, improved volume
discounts and product bundling to provide
improved customer value.”

Daisy Wholesale

Daisy Wholesale provides communications services to
over 1,000 active resellers. These resellers comprise small
to medium ISPs, telecoms networks and resellers, and IT

Networks margins have remained broadly flat at 42.4%
(2010 42.5%). However, given the competitive forces at
work in this market, | am pleased at how the margin
has been maintained.

We anticipate that Networks will continue to reduce

in significance as a result of our decision to diversify
the product range and the gradual shift to new
technologies and data-led solutions for our customers.
Nonetheless, we are working hard to ensure margins
are maintained via continued enhancement activity
such as consolidation of supply, improved volume
discounts and product bundling to provide improved
customer value.

service providers. These supply arrangements exist as a
result of the Group's ability to obtain better pricing from
network carriers and ISPs, combined with the provision of
user-friendly portals, which facilitate efficient provisioning
for the resellers.

Products offered by Daisy Wholesale comprise:

Networks fixed line calls, fixed line rentals, number
translation services, select services and
managed billing

Data IP VPN, broadband, ethernet and hosting

Mobile a recently added white label offering

from O2 and Vodafone
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Daisy Daisy

2011 Networks Data Wholesale 2011 Mobile  Distribution

fm £m £m fm £m
Revenue 187 129 31.6 Revenue 38.1 38.1
Gross profit 3.9 3.4 7.3  Gross profit 7.4 7.4
Gross margin % 20.9% 264%  23.1%  Gross margin % 19.4% 19.4%
Adjusted EBITDA 3.7 Adjusted EBITDA 3.9
Adjusted EBITDA % 11.7%  Adjusted EBITDA % 10.2%

Daisy Daisy

2010 Networks Data Wholesale 2010 Mobile  Distribution

£m £m £fm £fm £m
Revenue 13.2 0.4 13.6 Revenue 11.6 11.6
Gross profit 25 - 2.5 Gross profit 22 2.2
Gross margin % 18.9% 97%  18.4%  Gross margin % 19.0% 19.0%
Adjusted EBITDA 1.9  Adjusted EBITDA 1.0
Adjusted EBITDA % 14.0%  Adjusted EBITDA % 8.6%
The significant increase in gross margin is primarily This division has seen significant growth this year, due
a function of the change in revenue mix during the year.  in large part to the acquisition of Fone Logistics. Fone
In particular, the integration of the Murphx business, Logistics was a competitor to our existing Distribution
with its strong focus on data, has introduced significant division and its acquisition and subsequent integration
broadband related revenues at higher gross margins has proved beneficial for both revenue and EBITDA.
than those traditionally seen in Networks. However,
alongside these higher gross margins come higher The enlarged division has rolling, three-year agreements
operating costs and these additional operating costs in place with the mobile networks on market-leading
have contributed to a lower overall EBITDA margin commercials. The division now has over 450 active
percentage. dealers and 165,000 connections under management,

with plans to develop further the dealer network and
At 31 March 2011, this division had over 100,000 fixed product penetration.
lines and 95,000 broadband tails under management.

Over the last 12 months we have also started to

“We hav mol i nlfl nt am n f sell both O2 JUC (Joined Up Communications)
€ have comp etedas 9 cant amount o and Vodafone (One Net) fixed line offers. Whilst not

corporate activity in the last 12 months, bUtjUST significant in volume or value in the financial year ended

as ,mportantl-yl we have undertaken 2] tremendous 31 March 2011, we believe that these products will
fi . R become more prevalent and will help us remain at the
amount or integration activity. forefront of the unified communications offerings in

the UK.
Wholesale Revenue

Revenue by Product — Group
Across the Group as a whole, the £266.3 million of Group
revenue can be viewed as follows:

| Calls 37%
M Lines 22% 2011 2010
Data 41% G GG
Product £fm total fm total
Networks 120.9 45% 758 56%
Data 549 21% 247 18%
. T Systems 26.3 10% 115 9%

D D

aisy Distribution Mobile 64.2 24% 223 17%

The Mobile Distribution division provides a full range
of mobile handsets and airtime tariffs from O2, Vodafone
and Orange via a dealer network.

266.3 100% 134.3 100%
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“We believe that by providing a unified product
set and a single point of contact, we can provide
an ‘end to end’ customer experience that
provides us with a clear competitive advantage
in this marketplace.”

Group Revenue

N Calls 23%
N Lines 22%
= Mobile 24%
Data 21%
I Systems 10% \

This demonstrates the diverse product mix, covering

the broad spectrum of communications services, that
Daisy Group delivers to its customers. There has been

a marked decrease in the proportion of revenues coming
from Networks, reflecting the impact of our strategic
acquisitions during the year.

Market Opportunity

We understand that businesses do not want to deal
with multiple suppliers. We believe that by providing
a unified product set and a single point of contact, we
can provide an 'end to end’ customer experience that
provides us with a clear competitive advantage in

this marketplace.

The key to future growth in Daisy Retail will be our ability
to increase the number of products and services taken
by our customer base.

We provided an analysis of the percentage split of

the average number of products per customer of Daisy
Retail in last year's annual report and we update that
analysis below:

Products per customer

March March
Number of Products 2011 2010
1 40% 46%
2 41% 39%
3 16% 13%
4 3% 2%

The average number of products per customer for those
customers that were part of Daisy Retail at 31 March 2010
had increased from 1.71 to 1.82 by 31 March 2011.

At 31 March 2011 the Retail customer base enjoyed
direct debit penetration of 73% (2010 69%) and e-billing
penetration of 52% (2010 49%), enabling increased
efficiencies in our administrative functions.

Investing for Further Growth

The appointment of Gareth Kirkwood (Chief Operating
Officer) to the plc board is a welcome addition to the
team and further additions to the operating boards
have been completed in the period. We now have an
experienced executive team, fully proficient in leading
the Group towards its stated ambition of being the main
consolidator in the sector and the leading provider of
unified communications to the SME and mid-market
business customer.

We have invested almost £1 million in software
development this year. This investment has ensured
that we have the required CRM and billing systems that
will enable us to service a growing customer base taking
multiple products, over the medium term. In addition,
we have enhanced our network infrastructure and data
centres in preparation for future growth. A total of
£2.5 million has been spent on property, plant and
equipment, with the bulk of this expenditure relating
to new computers and office equipment at our
continuing locations.

The new financial year will bring further integration
activity and we will ensure that we invest sufficient funds
to manage the change, ensuring our IT systems and
network infrastructure will facilitate further growth.

Summary

The last 12 months have seen Daisy Group make strong

progress against its stated ambition of consolidating the
SME and mid-market business communications market.

We have completed a significant amount of corporate
activity in the last 12 months, but just as importantly,

we have undertaken a tremendous amount of integration
activity. We have in place the platform, the systems,
the people and the product set to allow us to continue
to grow both organically and via strategic acquisitions
where the opportunity arises.

We look forward to the coming financial year with
confidence and believe that we are well placed to
take advantage of the future unified communications
demands of the SME and mid-market sector.

A
~

Matthew Riley
Chief Executive Officer

27 June 2011
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Daisy Product Overview

Data

We offer a wide range of business-class broadband and
Internet access solutions from ready-made small business
bundles to next generation Ethernet services.

e IP-VPN - An IP-VPN, or virtual private network, can be
used to connect multiple sites into one fully managed
private network and provides our customers with a
secure platform to share applications and information.

e DSL-based services — ADSL (Asymmetric DSL), ADSL
Max, ADSL 2+, SDSL (Symmetrical DSL), Bonded DSL
and Leased lines.

e Ethernet — The next generation in business class
connectivity that can provide locations with a greater
bandwidth capability than other traditional circuits.

e Security — Security solutions providing protection
against hackers, viruses and Trojan horses through to
SSL certificates, secure firewalls and managed denial
of service solutions.

¢ Voice over IP (VoIP) Solutions — Providing customers
greater flexibility, additional features and significantly
cutting costs with free on-net calls between company
sites and reduced call charges for all other calls.

¢ Hosting — Co-location and Managed Hosting,
Hosted Exchange and a range of security and SaaS
applications, as well as the option to virtualise server
infrastructure.

Systems

The Group offers a full range of business telephony
systems that can be tailored to our customers’ specific
needs. Our portfolio includes traditional featured PBX
telephony as well as the latest advanced hosted VolP
solutions. We can supply hybrid VolIP solutions for
businesses wanting to embrace the advantages of IP
telephony whilst retaining an existing telephone system.
We provide a wide choice of telephone systems from
some of the most trusted providers in the world
including Mitel, Samsung, NEC, LG, Nortel and Avaya.

As a completely independent communications specialist,
we provide our customers with impartial recommendations
to ensure the right system solution in terms of relevance
to their business, value and scalability. This includes full
installation, training and support as standard.

n
£
Q
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We have the experience and national reach to provide
a hassle-free maintenance programme to ensure our
customers’ telecom systems remain secure and reliable.
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Networks

Daisy voice packages offer high quality, customisable
solutions tailored to meet our customers’ business
communications needs. From single analogue business
lines to complex multi-site solutions, our range of
products and services is scalable to grow with our
customers’ business.

All services are carried over reliable tier 1 networks and
maintained by BT Openreach engineers, ensuring our
customers always receive the best possible quality of
service. A wide selection of network and calling features
are also available, with three optional levels of
maintenance and support.

Daisy Number Translation Services (NTS), or non-geographic
numbers, enhance the business presence of our customers
regardless of location. The NTS numbers (0800, 0844, 0845,
0871, etc) can be directed to a geographic telephone
number, mobile or an international number if required.
Daisy offer substantial discounts on NTS call rates compared
to BT, ensuring our customers benefit from extremely
competitive call rates and no set-up fees. Some numbers
generate incremental income for our customers.

Mobile

As one of the UK's largest independent B2B telecom
service providers, we are a Premier Partner of Vodafone
and a Centre of Excellence Partner of O2. We can offer
an impartial view of our customers’ mobile communication
needs, ensuring they get the right mobile solution tailored
to their business needs at the most cost-efficient price.

We work with all the major manufacturers and can offer
independent advice on the best solution for our customers'’
business across mobiles, PDAs, smart phones, net books
or Blackberry® devices. We have a full range of tariff
packages to suit all budgets and business sizes with the
kind of deals that only a large provider can fulfill.

Our mobile broadband packages let our customers
‘take the office with them’ whilst on the move with
self-contained, flexible data packages and net books
that allow access to the internet and the company's
intranet from virtually anywhere.

S PIJNVETN
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Financial Review

Revenue £266.3m, up 98%

Adjusted EBITDA has increased
from £11.0 million to £40.7 million,
an uplift of 270%.



Overview

The trading results of the Group for the year ended

31 March 2011, comprising the trading results of the
three operating divisions, Daisy Retail, Daisy Wholesale
and Daisy Distribution, together with central costs, have
been included within continuing operations.

The Group completed seven substantial corporate
acquisitions and a customer base acquisition within the
year, together with one further trade and asset acquisition
in April 2011. In addition, the Group disposed of three
small subsidiaries during the year and it also completed
the sale of the WiMAX licences held by its discontinued
Freedom4 sub-group. The Freedom4 sub-group has now
ceased to trade.

Integration activity has proceeded to plan and synergies

have been delivered in line with management expectations.
At 31 March 2011, only the three acquisitions completed

since February 2011 remain to be integrated.

“The Group completed seven substantial
corporate acquisitions and a customer base
acquisition within the year, together with
one further trade and asset acquisition in

April 2011.”

Acquisitions and Disposals

Acquisition of Cole Robert & Co Limited (“CRC")

On 22 April 2010 the Group acquired the entire issued
share capital of CRC, a wholesale telecoms and internet
service provider, with the majority of the business being
a white label broadband offering, over a range of
broadband networks.

Purchase consideration was £2.1 million, all of which
has been settled in cash. The acquisition resulted

in the recognition of goodwill of £0.3 million and
customer relationship intangible assets of

£2.3 million.
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All business supporting information, accounting and
billing records have been transferred to the Group’s
proprietary systems. CRC's original offices in Stoke have
been closed and the lease surrendered. The acquired
business is now part of the Wholesale division.

Acquisition of Fone Logistics Limited (“Fone Logistics")
On 10 June 2010 the Group announced the acquisition
of the entire issued share capital of Fone Logistics,

a provider of mobile handsets and airtime to the SME
market via an independent dealer channel.

Purchase consideration of £3.7 million was settled in
cash. The acquisition resulted in the recognition of
goodwill of £4.5 million.

The former business of Fone Logistics now forms part
of the Distribution division. Fone Logistics’ offices in
Cramlington have been closed and the lease
surrendered. All business supporting information and
accounting records have been transferred to the
division’s existing systems in lpswich.

Acquisition of Murphx Innovative Solutions Limited
("Murphx")

On 22 June 2010 the Group announced the acquisition
of the entire issued share capital of Murphx, a provider
of data connectivity and hosted solutions.

The initial £4.8 million purchase consideration for the
acquisition was settled in cash. Further consideration
will become payable based on growth over a two-year
period. A discounted liability of £8.4 million, representing
the estimated amount of contingent consideration
payable, has been included within the balance sheet.
The acquisition resulted in the recognition of goodwill
of £5.5 million and customer relationship intangible
assets of £9.8 million.

The post-acquisition trade is included within the
Wholesale division, which is managed from the original
Murphx premises in Eastleigh.
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Acquisition of customer base

On 22 September 2010 the Group acquired a business
customer base from Telstra. The base consisted
predominantly of mid-market business entities taking

a range of products from traditional wholesale line
rental to leased lines and other data products. Purchase
consideration of £6.9 million has been settled in cash
and a further £1.2 million is included within deferred
consideration at the year end. The gross consideration
of £8.1 million has been included in customer lists within
intangible assets. The mid-market business customers
are now managed by Daisy Retail. In addition, a small
number of wholesale customers acquired as part of

this transaction are now managed by Daisy Wholesale.

Acquisition of SpiriTel plc (“SpiriTel"”)

On 10 November 2010 the Group announced a
recommended cash offer to acquire 100% of the share
capital of SpiriTel, a provider of a fully integrated range of

mobile, voice and data services directly to business customers.

Total consideration was £27.3 million in cash and the
settlement of £6.2 million of bank debt. The acquisition
resulted in the recognition of goodwill of £15.1 million and
customer relationship intangible assets of £32.7 million.

SpiriTel's two main locations in Wigan and London have
now been closed and the leases surrendered. Customer
information, billing and accounting records have been
transferred to the Group's proprietary systems and the
post-acquisition trade is included within the Retail
division, based in Nelson.

Acquisition of NEG MBO Two Limited ("NEG")

On 1 December 2010 the Group acquired the entire
issued share capital of NEG, which provides network
services, telephony hardware, installation and maintenance
support and is principally focussed on the General
Practitioners sector.

The initial purchase consideration of £23.8 million was
settled in cash with a further £0.1 million deferred
consideration being payable. The acquisition resulted in
the recognition of goodwill of £7.6 million and customer
relationship intangible assets of £22.6 million.

The original premises in Basildon have been retained
and the post-acquisition trade is included within the
Retail division.

Acquisition of O-Bit Telecom Limited (“Obit")

On 11 February 2011 the Group acquired the entire
issued share capital of Obit. Obit provides services
aimed at internet service providers, telecoms resellers
and IT services organisations that resell to SME and

mid-market business customers. In addition, it provides
communication services directly to its own SME and
mid-market business customers.

The initial consideration of £3.0 million was settled in
cash. Further consideration will become payable based
on maintenance of the recurring gross margin and the
successful re-sign of a large customer contract. A provision
for £5.3 million, representing the estimated amount

of contingent (£4.6 million) and deferred (£0.7 million)
consideration that will become payable, has been
included within the balance sheet.

The acquisition resulted in the recognition of goodwill of
£2.0 million and customer relationship intangible assets
of £9.2 million. The post-acquisition trade is included
within our Wholesale division.

Acquisition of Hamsard 3155 Limited (“Outsourcery”)
On 30 March 2011 the Group acquired the entire issued
share capital of Outsourcery. Outsourcery provides mobile
voice, mobile data and hosted solutions to the SME and
mid-market business sectors.

The initial purchase consideration of £10.9 million

was settled in cash. There is further deferred cash
consideration payable of £1.1 million. Immediately
following acquisition, the Group disposed of Outsourcery's
hosting business and part of its mobile solutions assets to
Outsourcery Hosting Limited for a nominal consideration.
The acquisition resulted in the recognition of goodwill
of £0.9 million and customer relationship intangible
assets of £16.6 million. The post-acquisition trade

will be included within our Retail division.

Post year-end acquisitions

Acquisition of trade and assets

On 15 April 2011 we completed the acquisition of

the trade and assets of Telinet Limited and certain

trade and assets of Ipitomi Limited (together “Telinet”)
for a cash consideration of up to £15.4 million. The trade
and assets are primarily networks and data focussed.

Disposals

On 27 April 2010 the Group disposed of its 50%
shareholding in Network Business Call Limited ("NBC")
for cash consideration of £0.1 million. NBC generated
annual revenues of £1.2 million in the last full year before
acquisition by the Daisy Group.

On 10 May 2010 the Group disposed of its 50%
shareholding in Network Billing Services Limited (“NBS")
for cash consideration of £0.2 million. NBS generated
revenues of £1.4 million in the last full year before
acquisition by the Group.



On 23 March 2011 the Group disposed of its 50%
shareholding in Unitel Network Services Limited for
a total consideration of £0.2 million. Revenue for the
period up to disposal was £1.2 million.

The combined profit on disposal from these three
disposals was £0.1 million and has been included
within net exceptional operating costs.

Funding

On 4 June 2010 the Group entered into a £75.0 million
revolving credit facility. This facility was amended on

2 February 2011 to include a further £25.0 million
revolving credit facility and a term loan of £15.0 million.
The amended facility is provided by Lloyds TSB plc,
Yorkshire Bank, HSBC Bank plc and Barclays Bank plc.
This facility provides the Group with finance to support
its acquisition strategy. The revolving credit facility and
term loan terminate on 30 June 2013.

Continuing Operations

Continuing operations for the year ended 31 March 2011
include the results of all businesses that were owned and
designated as continuing at the start of the financial year
(including the Group's holding company), together with
the post-acquisition results of businesses acquired
during the year and the pre-disposal results of those
businesses sold during the year.

“The 270% growth in adjusted EBITDA reflects
both the businesses acquired and the cost
synergies delivered by integration.”

In order to provide greater comparability, the Group has
opted to restate the prior period figures for the impact
of IFRS 3 (revised) from 1 January 2009. The principal
impact has been to reflect £3.5 million of costs relating
to business combinations within net exceptional costs in
the income statement, with a corresponding adjustment
to goodwill.

Continuing operations for the 15-month period ended
31 March 2010 include the restated results of those
businesses acquired during that period and the costs
of running the Group’s holding company.

For both the year ended 31 March 2011 and the
15 months ended 31 March 2010, the results of the
wireless broadband business contained within the
Freedom4 Limited sub-group have been included
within discontinued operations.

The revenue and adjusted EBITDA (operating loss before
amortisation, depreciation, net exceptional operating
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costs and share-based payment costs) from continuing
operations were £266.3 million (2010 £134.4 million) and
£40.7 million (2010 £11.0 million) respectively. The 98%
growth in revenue is reflective of the acquisition activity
that has taken place during the last two accounting
periods. The 270% growth in adjusted EBITDA reflects
both the businesses acquired and the cost synergies
delivered by integration.

The operating loss from continuing operations was
£15.8 million (2010 £21.0 million).

Amortisation of intangible assets in the year was

£42.4 million (2010 £20.5 million) and relates primarily
to the customer relationships acquired during the current
and prior periods. These customer relationships have
been valued based on expected future discounted cash
flows and are amortised over periods from 3 to 7 years.

Depreciation for the period totalled £3.1 million (2010
£1.9 million) and consists largely of charges for computers
and office equipment and network infrastructure.

Net exceptional operating costs were £10.4 million

(2010 £9.3 million). These include employee and other
restructuring costs of £10.2 million (2010 £11.6 million)
and costs directly relating to acquisitions of £2.2 million
(2010 £3.8 million). Costs directly relating to acquisitions
were previously included within the purchase consideration
of a business combination, whereas under IFRS 3 (revised),
they are recognised in the income statement. Exceptional
credits included within net exceptional operating costs
include negative goodwill of £nil (2010 £6.2 million),
re-measurement of contingent consideration of £1.9 million
(2010 £nil) in relation to the prior period Managed
Communications Limited and AT Communications
acquisitions and a profit on disposal of subsidiary
companies of £0.1 million (2010 £nil).

Net finance costs were £3.9 million (2010 income

£1.3 million) and predominantly consist of finance costs
of £2.9 million relating to the bank facility and discounts
on provisions and contingent consideration of £1.0 million.

The Group reported a net loss before tax from continuing
operations for the year of £19.7 million (2010 £19.6 million).

Discontinued Operations

On 17 June 2010 the Group announced the disposal of
its WIMAX spectrum licences to UK Broadband Limited,
part of the PCCW group, for a cash consideration of
£12.5 million.

The WIMAX spectrum licences were held within the
Freedom4 Limited sub-group, which was classified as



Daisy Group plc Annual Report and Accounts 2011

Financial Review
Continued

a disposal group held for sale. The carrying value of the
Group's investment in Freedom4 Limited at 31 March 2010
was £4.9 million. Inter-company funding and provisions for
closure costs made in the year to 31 March 2011 totalled
£2.0 million, whilst fees associated with the disposal
amounted to £0.1 million. In addition, corporation tax
due on disposal of the licences has been estimated at
£1.3 million. Accordingly, the disposal of the licences
and the closure costs in the year gave rise to a net profit
of £4.2 million, which has been included within
discontinued operations.

Taxation
The effective tax rate on continuing operations for
the year end 31 March 2011 was 40.2% (2010 25.5%).

The main reasons for the increased tax rate were the
utilisation of unrecognised and unconsolidated tax losses,
adjustments in respect of prior years and the impact

of the main corporation tax rate reduction on deferred
tax liabilities.

Earnings Per Share
Basic and diluted loss per share from continuing
operations reduced by 48% to 4.65p (2010 8.90p).

“Basic adjusted earnings per share from
continuing operations increased to 9.80p
(2010 4.10p).”

Basic adjusted earnings per share from continuing
operations increased to 9.80p (2010 4.10p). Fully diluted
adjusted earnings per share from continuing operations
is 9.72p (2010 4.07p).

The adjusted earnings per share calculation excludes
the after-tax effect of amortisation of acquisition related
intangible assets, share-based payment costs and net
exceptional operating costs.

Balance Sheet

Net assets of the Group were £168.4 million at 31 March
2011, compared to £175.8 million at 31 March 2010. The
impact of the significant acquisition activity during the
year ended 31 March 2011 is reflected in most balance
sheet areas.

Intangible assets excluding goodwill increased

to £230.1 million (2010 £168.0 million) as a result

of £93.3 million of assets acquired through business
combinations, a further £11.2 million of additions
(including £10.2 million spent on customer lists), less
the amortisation charge for the year of £42.4 million
(2010 £20.5 million). Goodwill arising on acquisitions

totalled £36.1 million, taking the year-end position
to £94.9 million (2010 £58.8 million).

The deferred tax asset of £12.2 million (2010 £12.0
million) primarily relates to tax losses and fixed asset
timing differences for the former Vialtus business, which
are expected to be utilised against future profits.

Net current liabilities were £33.2 million (2010 £27.3
million). The increase masks the impact of the current
year's acquisitions on receivables and payables, both of
which have increased significantly. Additionally, last year's
current borrowings have been effectively transferred to
non-current liabilities as a result of the bank facility
entered into during the year.

Non-current borrowings stand at £91.4 million

(2010 £0.5 million). This balance consists of gross bank
borrowings of £93.5 million, finance lease liabilities

of £0.1 million less deferred finance fees of £2.2 million,
which will be released over the remaining period of
the bank facility.

Cash Flow

Cash generated from operations was £29.7 million
(2010 £1.6 million outflow). This represents 98.0% of the
adjusted EBITDA less net exceptional operating costs,
and demonstrates the strong operating cash generation
of the Group. This includes working capital utilisation

of £1.1 million (2010 £0.7 million).

The key components of the working capital utilisation were:

e Reduction in payables of £3.3 million due to resolution
of queries relating to outstanding creditor balances

e Increase in inventories of £0.5 million

e Reduction in receivables of £2.5 million due to
improved customer cash collection

e Increase in provisions of £0.2 million

Net capital expenditure outflows (including software
and licences) totalled £3.4 million in the year

(2010 £1.2 million) and were largely attributable

to computers, office equipment and software.

Interest paid was £2.1 million (2010 £0.5 million), whilst
arrangement fees paid amounted to £2.3 million (2010
£nil). The Group made taxation payments of £1.9 million
(2010 £0.02 million receipt) and these mostly related

to settlement of pre-acquisition liabilities.

Post exceptional free cash flow for the Group was
£20.2 million (2010 £0.2 million outflow).
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“Cash generated from operations was
£29.7 million (2010 £1.6 million outflow).”

At 31 March 2011 the Group had unutilised bank

facilities of £21.5 million (2010 £3.9 million), cash balances
of £27.8 million (2010 £20.0 million) and net debt of

£66.2 million (2010 £8.4 million).

2011 2010

£m fm

Cash generated from operations 29.7 (1.6)
Interest (paid) / received*® (4.2) 1.9
Taxation (1.9) -
Capital expenditure (3.4) (1.2)
Free cash flow 20.2 (0.9
Net investing outflows (77.7) (75.5)
Net financing inflows 81.3 757
Net cash inflow / (outflow) 23.8 (0.7)

* includes £2.3 million, paid in 2011, in respect
of arrangement fees for bank borrowings

N/

Anthony Riley
Chief Financial Officer

27 June 2011
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Board of Directors

Left to right:
Peter Dubens
Matthew Riley
Anthony Riley
Gareth Kirkwood

Peter Dubens

Executive Chairman

Peter Dubens is the founder of Oakley Capital, a privately
owned asset management and advisory group comprising
private equity, fund of funds, venture capital, corporate
finance and capital introduction operations managing
over US$1 billion.

Over the last 20 years, Peter has acquired, restructured
and consolidated public and private companies, including
the formation of two public companies, 365 Media Group
plc and Pipex Communications plc. The 365 Media
platform consolidated 12 businesses within the online
sports information and gambling industry and the Pipex
platform consolidated 14 businesses within the telecoms
and internet industries. 365 Media was sold for over

£102 million to BSkyB and the main operating divisions
of Pipex were sold for approximately £370 million.

Matthew Riley

Chief Executive Officer

Matthew Riley established Daisy Communications Limited
(now a wholly owned subsidiary of Daisy Group plc)

in 2001 and led that company through rapid growth to
become one of the UK's leading business communication
providers to the SME and mid-market sector. Daisy

is regularly recognised for outstanding growth in
independent surveys and awards programmes.

Prior to founding Daisy Communications, Matthew
established and sold three start-up companies. Matthew’s
achievements with Daisy Communications were
independently recognised through the award of Ernst
& Young's UK Young Entrepreneur of the Year Award

in 2007. In the same year he was also the inaugural
winner of the Entrepreneur Challenge, securing a

£5 million interest-free loan from Bank of Scotland

and mentoring from Sir Philip Green.

Anthony Riley

Chief Financial Officer

Anthony Riley is a chartered accountant and joined the
board from Daisy Communications Limited, where he
was appointed chief financial officer in August 2008.

Anthony studied at the University of Sheffield, gaining

a first class honours degree in Economics. Following
graduation he joined Deloitte in the audit and assurance
department, where he qualified as a chartered accountant.

Anthony has over 13 years' experience of senior financial
roles. Prior to joining Daisy Communications, he was
finance director of Homeserve Claims Management
Limited between 2002 and 2008, where he helped guide
the company through a period of significant growth.

Gareth Kirkwood

Chief Operating Officer

Gareth began his career with British Airways in 1986 in
procurement and went on to be senior vice president of
procurement for USAIr, then an associated company of BA.
For four years he was managing director of Brymon
Airways, a regional airline subsidiary of BA, then led BAs
World Cargo Division as managing director through the
period immediately after 9/11. During this time he also
chaired the IATA Cargo Committee and GF-X, the online
air freight capacity trading platform. His last role with BA
was as director of operations, including operations
control, cabin crew, catering and Gatwick and Heathrow
ramp operations.

Since joining Daisy, Gareth has focussed on ensuring that
businesses acquired by the Group have been integrated
successfully and on building a team to drive growth in
the Group's Retail, Wholesale and Distribution divisions.
Gareth holds an MBA from Lancaster University.



Left to right:
Christina Kennedy
Laurence Blackall
lan McKenzie

Christina Kennedy

Senior Independent Non-Executive Director

Chair of the remuneration and nomination committees
and member of the audit committee

Christina Kennedy has a masters degree in business
administration and is a Fellow of the Chartered Institute
of Secretaries. Until a few years ago, she worked on

a consultancy basis at board level, acting as company
secretary in a variety of listed companies, including
AIM, FTSE 250 and overseas companies with a
secondary listing. She has more recently held roles

as a non-executive director.

Christina’s industry experience is wide-ranging and includes
manufacturing, leisure and service companies. She has
worked in a consultancy capacity as corporate governance
adviser for a major UK pension fund and therefore has a
good understanding of investors’ governance requirements.

Christina’s experience has involved her working with
boards on acquisitions, restructurings, board compositions
and appointments, directors’ service contracts and
remuneration issues, long-term incentive schemes, share
options and risk management issues related to internal
control requirements.

Laurence Blackall

Non-Executive Director

Chairman of the audit committee and member

of the remuneration and nomination committees
Laurence Blackall has had a 30 year career in the
information, media and communication industries. After
an early career that included time at Virgin and the SEMA
Group, Laurence was appointed a director of Frost &
Sullivan, a vice-president of McGraw Hill and CEO of AIM
listed Internet Technology Group, which he founded

in 1995. Laurence was also instrumental in the creation
of Pipex Communications plc (now Daisy Group plc).
He is also a non-executive director of AIM listed Oakley
Capital Investments Limited.
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Laurence has an MA in marketing and currently
holds a number of directorships in public and private
UK companies.

lan McKenzie

Non-Executive Director

Member of the remuneration, nomination and

audit committees

lan McKenzie has spent more than 40 years in the
telecommunications and broadcast industry, working

in various international markets. He initially worked with
British Telecom in a number of senior positions, leading
divisions to successfully target business and consumer
markets with voice, data, broadband and complex
solution services, both in the UK and Europe.

His final position with British Telecom was as chief
operating officer in the Asia Pacific Region. He then
joined Kingston Communications as chief operating
officer, which he left in 2002.

lan then worked as an advisor and consultant for various
private equity investors and took non-executive chairman
roles with a number of businesses, including Karneval
Media, Ceské Radiokomunikace and was executive
chairman of Invitel in Hungary, all of which have now
been sold.

He is currently non-executive chairman of Multicom
Security AB in Sweden and GTS Central Europe. He also
works as a senior telecommunications advisor to GMT
Communications Partners LLP.

lan brings with him a wealth of experience from the
telecommunications, media and broadcast sectors
targeting business, small-medium enterprises and
consumer markets.
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Directors’ Report

The directors present their annual report and the Group's audited financial statements for the year ended 31 March 2011. These will be laid
before the Annual General Meeting to be held on 6 September 2011. Details of all resolutions to be proposed at the Annual General
Meeting are included in the notice calling the meeting, which is enclosed with this report on page 96.

Principal Activity and Business Review

Daisy Group plc (“the Company”) and its subsidiaries (together “the Group”) provide telecommunications services, specifically the
provision of integrated voice and data services to the small to medium business market. The Group provides a combined product set

including access, hosting, voice, managed services and mobile telephony.

The directors present a business review as required by section 417 of the Companies Act 2006. This detailed review of the business is set
out in the Chairman’s Statement on pages 2 to 3, the Chief Executive’s Review on pages 4 to 9 and the Financial Review on pages 12 to 17.

Acquisitions

During the year the Group made eight acquisitions and one acquisition after the year end. Further analysis of these acquisitions is
provided in notes 5 and 17 of the Group financial statements and also in the Financial Review on page 12.

Disposals

The Group disposed of three subsidiaries during the year. In addition, the Group disposed of its WiMAX spectrum licences to UK
Broadband Limited. Further details of these disposals can be found in notes 6 and 25 of the Group financial statements and also
in the Financial Review on pages 14 and 16.

Financial Results and Dividends

The results of the Group for the year are shown in the consolidated income statement on page 32. The directors do not recommend
the payment of a dividend.

Directors and Directors’ Interests

The directors who held office during the year were as follows:
Peter Dubens Executive Chairman

Matthew Riley Chief Executive Officer

Anthony Riley Chief Financial Officer
Christina Kennedy Senior Independent Non-executive

lan McKenzie Non-executive
Laurence Blackall Non-executive
lan Butcher Non-executive (resigned 5 October 2010)

Gareth Kirkwood, who was appointed on 1 April 2011, will offer himself for re-appointment at this year's Annual General Meeting.
Peter Dubens and Matthew Riley also retire by rotation in accordance with the Company’s articles of association and, being eligible,
offer themselves for re-election. The directors’ remuneration and their interests in the share capital of the Company are detailed

in note 9 of the Group financial statements.

All shareholdings remain unchanged since 31 March 2011.
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Employees

It is the policy of the Group that there should be no unfair discrimination in recruiting and promoting staff, including applicants who
are disabled. The directors are committed to maintaining and developing communication and consultation processes with employees,
who in turn are encouraged to develop an awareness of the issues affecting the Group. The directors place considerable emphasis
on employees sharing in the success of the Group.

Employment of Disabled Persons

It is Group policy to permit, wherever practicable, the employment of disabled persons and to provide appropriate opportunities for
their training, career development and promotion. Where employees have become disabled in the service of the Group, every effort
is made to rehabilitate them in their former occupation or in some suitable alternative.

Share Capital

At close of business on 24 June 2011, the Company had 266,417,486 ordinary shares in issue, of which none were held in treasury.

The Company has an employee benefit trust ("EBT"), which has been used to satisfy jointly owned equity ("JOE") awards made under
the Company's Unapproved Executive Share Option Scheme. JOE awards comprise two elements:

e an interest in the future growth in value of awarded shares in the Company. The EBT is entitled to the value of the shares at the time
of the award and the employee is entitled to any future increase in value of those shares (“JOE interest”); and

® an option over the trustee’s interest in the value of the shares at the time of the award (“JOE option”).
Both the JOE interest and the JOE option are subject to performance and employment conditions during the performance period.

The trustees of the EBT are Capita Trustees Limited, which is a company resident in Jersey. The EBT holds 9,525,000 ordinary shares at
the date of this report in relation to the above JOE awards.

Substantial Shareholdings

As of 24 June 2011, interests notified to the Company in accordance with Chapter 5 of the Disclosure and Transparency Rules comprised:

%
Matthew Riley 23.02
Invesco Perpetual Life Limited 22.11
Host Europe (Bermuda) Limited 13.70
Tosca Asset Management* 12.00
Eton Park Capital Limited** 9.57
Credit Suisse Group (Europe) Limited 6.1
Capital Group of Companies 3.91
Daisy Group plc Employee Benefit Trust 3.62
Norges Bank 3.04

* including 3.58% CFD
** including 4.80% equity swaps

Policy on Payment to Suppliers

The Group's supplier payment policy is to agree terms and conditions for business transactions with suppliers. Suppliers are made
aware of the Group's terms of payment. Payment is then made subject to these terms and conditions being met. The Company owed
£0.6 million to trade creditors at the end of the period (2010: £0.8 million). The Group had £40.7 million of trade payables at the end
of the period (2010: £27.4 million), which represented 69 payable days (2010: 67 days).
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Directors’ Report
Continued

Political and Charitable Contributions

The Group made a charitable donation of £25,000 to The Prince’s Trust (2010: £nil). No political donations were made during the
year (2010: £nil).

Environmental Policy

The Group's environmental policy is to meet the statutory requirements placed upon it and to apply good environmental practice
in its operations whilst recognising that it is contractually obliged to meet its customers’ requirements.

Corporate and Social Responsibility

The Group embraces corporate and social responsibility and encourages all of its subsidiaries to become involved in local projects and
initiatives on an ad hoc basis, dependent upon employee interest and participation.

Risk

Senior management is aware of its responsibility for managing risks within each business unit. Group risk is reviewed at board level
to ensure that risk management is being implemented and monitored effectively.

The board’s policy is to ensure that the business units are operated effectively and appropriately, bearing in mind prevailing market
conditions, the requirements for timely decision making and commercial reality. Insurance policies are regularly reviewed to ensure they
are adequate and appropriate, in line with the nature, size and complexity of the business. Standard form contracts are provided for
commercial use and to assist the varying segments of the business and their commercial function to negotiate within approved
parameters.

See the principal risks and uncertainties section below for details of the Group's risk management process.

Business Review

The business review contained within the Chairman’s Statement, the Chief Executive's review and the Financial Review, together with
the key performance indicators and principal risks and uncertainties disclosed below, have been provided by the directors in
accordance with the Companies Act 2006. The Company has disclosed the main trends and factors likely to affect the future development,
performance and position of the business.

Key Performance Indicators (KPlIs)

KPIs, which are set at Group level, have been devised to allow the board and shareholders to monitor the Group as a whole, as well
as the operating businesses within the Group.

The Group has financial KPIs that it monitors on a regular basis at board level and where relevant at divisional management meetings
as follows:

e adjusted EBITDA (continuing operations): £40.7 million (2010: £11.0 million)

e revenue (continuing operations): £266.3 million (2010: £134.4 million)

e operating cash flow: £29.7 million inflow (2010: outflow of £1.6 million)
® net debt: £66.2 million (2010: £8.4 million)

® net assets: £168.4 million (2010: £175.8 million)

The Group has non-financial KPIs that it monitors on a regular basis at board level and where relevant at divisional management meetings,
which are principally as follows:

e customer numbers

e e-billing penetration

¢ product penetration

e direct debit penetration
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Principal Risks and Uncertainties

The Group is affected by a number of risks and uncertainties, not all of which are wholly within its control. Although many of the risks
and uncertainties influencing performance are macro economic, and likely to affect the performance of businesses generally, others are
particular to the Group's operations.

This section highlights some of those particular risks and uncertainties affecting the Group's business, but it is not intended to be
an extensive analysis of all such risks and uncertainties. Some risks may be unknown to the Group and others, currently regarded
as immaterial, could turn out to be material. All of them may have the potential to adversely impact the Group's business.

The Group has a risk management process for identifying, evaluating and managing significant risks. The Group risk register captures
the most significant risks facing the business. Each risk is assigned to a senior management owner responsible for monitoring and
evaluating the risk and the appropriate mitigation strategies.

The key operational risk to the Group is further deterioration of the global economy. Whilst there have been improvements in the
UK economy during 2011, the level of business activity could be impacted by continued economic uncertainty and could lead to

a reduction in revenue, profitability and cash generation. Should markets weaken, it may become difficult for the Group's operational
businesses to maintain volumes and pass on price increases to customers. Cash collection could potentially prove more difficult and
bad debts may arise as customers suffer from the recession.

The following additional principal risks are all identified on the Group risk register:

* Integration
The significant growth of the Group over the last 2 years has been driven by acquisition and the Group's strategy includes the
acquisition of further businesses where they are earnings enhancing. Management recognises that there is a risk of operational
disturbance in the course of integrating acquired businesses into the Group's existing operations. This risk is mitigated by detailed
planning and due diligence by the Group's corporate development team and oversight and execution of the integration of acquired
businesses by the Group's integration team, in each case to safeguard future financial performance and achieve planned synergies.

Contracts with Suppliers

The Group resells the products of its suppliers, and whilst it has the freedom to substitute certain of these products, management
acknowledges that the Group has a reliance on contracts with BT, Cable & Wireless, Vodafone and O2. The Group closely manages
relationships with its main suppliers and seeks to mitigate the risk created by this reliance by building strong relationships with such
suppliers throughout the business in order to understand and respond to their expectations.

Technological Change

The market for the Group's services is characterised by technological changes, frequent introductions of new products and services
and evolving industry standards. There is a risk that the Group may fail to secure the necessary contracts to supply its customers with the
latest technology. The Group mitigates this risk by maintaining close relationships with the suppliers, which it believes will keep it at
the forefront of product development on a sustained basis, and regularly monitors trends in technological advancement so as to
anticipate and plan for future changes.

Key Resources

Consistent with groups of a similar size, the Group is managed by certain key personnel, including executive directors and senior
management who have significant experience within the Group and the wider IT communications sectors and who may be difficult to
replace. Furthermore, the Group depends on being able to recruit and retain sales and marketing employees of an appropriate
calibre to win and service significant contracts. The Group has sought to mitigate this resource risk by investing in staff training
programmes, competitive reward and compensation packages, management incentive schemes and succession planning.

Regulatory Change

The Group recognises that the pricing of products and services and the activities of major industry organisations, such as BT,

may be affected by the actions of regulatory bodies in the UK and the EU. Such action could affect the Group's profitability either
directly or indirectly. The Group mitigates this risk by constantly monitoring and assessing the likelihood and potential impact

of regulatory change.
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Going Concern
The Group had cash balances of £27.8 million, net debt of £66.2 million and unutilised borrowing facilities of £21.5 million at 31 March 2011.

After reviewing Group and Company cash balances, borrowing facilities and projected cash flows, the directors believe that the Group
and the Company have adequate resources to continue operations for the foreseeable future. For this reason, they continue to adopt
the going concern basis in preparing the financial statements.

Treasury Policy and Liquidity

The Group maintains borrowing lines estimated to be sufficient to cover forecast cash requirements. In this assessment, the Group only
takes into account existing or renewing facilities and new facilities where these have received credit approval or equivalent.

The Group uses financial instruments to raise finance and manage risk for its operations. It does not undertake any speculative trading
in derivative financial instruments.

The Group's financial risk management objectives and policies, including those concerning interest rate risk, credit risk and liquidity risk,
are disclosed in note 21 of the Group financial statements.

Annual General Meeting

The Annual General Meeting will be held on 6 September 2011 at 11.00 am at the offices of Liberum Capital Limited, Ropemaker Place,
Level 12, 25 Ropemaker Street, London EC2Y 9LY.

At the Annual General Meeting, resolutions will be proposed to receive these financial statements and the directors’ and auditors’
reports, to re-appoint Gareth Kirkwood, who was appointed since the last Annual General Meeting, to re-elect Peter Dubens and
Matthew Riley, who are retiring by rotation at the Annual General Meeting in accordance with the Company’s articles of association,
and to re-appoint PricewaterhouseCoopers LLP as auditors and to fix their remuneration. A resolution will also be proposed in relation
to political donations. It is not proposed to alter the Company'’s current policy of not making political donations, but the resolution

is being proposed to ensure that any charitable donations made by the Company are compliant with the widely drafted provisions

on political donations in the Companies Act 2006.

The Company is also proposing, subject to shareholder approval, to enter into a 15 year lease (the “Lease”) to rent a 50,000 square
foot office building and a car park situated at 20 Lindred Road, Lomeshaye, Nelson, Lancashire from Matthew Riley, a director of the
Company, and Emma Riley, a person connected with a director of the Company, for an initial rent of £475,000 per annum. The office
building and car park are adjacent to the Company’s current Nelson headquarters and will provide the Company with additional
space in which to grow.

As entering into the Lease would be a substantial property transaction involving a director of the Company (Matthew Riley) and one
of his connected persons (Emma Riley) then, pursuant to section 190 of the Companies Act 2006, it requires approval by a resolution
of members of the Company. The resolution seeking this approval is set out in the notice convening the Annual General Meeting.

The directors of the Company, with the exception of Matthew Riley (who has abstained from the relevant discussions), consider the
proposed terms of the Lease to be fair and reasonable insofar as the Company's shareholders are concerned and consider that the
entering into of the Lease, and the proposed resolution, are in the best interests of the Company and its shareholders as a whole
and accordingly recommend that you vote in favour of the resolution being proposed at the Annual General Meeting.
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In order to maintain flexibility to act in a manner which promotes the success of the Company for the benefit of its members, the
directors will also seek: (i) authority to allot shares generally in respect of ordinary shares having an aggregate nominal value of up

to £1,776,116, representing approximately one third of the issued share capital of the Company; (i) additional authority to allot further
shares by way of a fully pre-emptive rights issue in respect of ordinary shares having an aggregate nominal value of up to £1,776,116,
representing approximately a further one third of the issued share capital of the Company; and (iii) a disapplication of pre-emption
rights in respect of ordinary shares having an aggregate nominal value of up to £1,065,669, representing approximately twenty per
cent of the issued share capital of the Company. The directors will also seek authority to buy back up to 53,283,497 ordinary shares,
representing twenty per cent of the issued share capital of the Company. The directors have no present intention to allot any shares
or to buy back any shares under the authorities being sought.

Directors’ and Officers’ Liability Insurance and Indemnity

The Company has purchased insurance to cover its directors and officers against the costs of defending themselves in legal
proceedings taken against them in that capacity and in respect of any damages resulting from those proceedings. In accordance with
section 236(2) of the Companies Act 2006 the directors disclose a qualifying third party indemnity provision entered into between the
Company and its directors and officers which was in force at the date of approval of this report. Neither the insurance nor the indemnity
provides cover where the director has acted fraudulently or dishonestly.

Disclosure of Information to Auditors

So far as each director is aware, there is no relevant audit information of which the Company’s auditors are unaware. Relevant audit
information is defined as information needed by the Company’s auditors in connection with preparing their report. Each director has
taken all the steps (such as making enquiries of other directors and the auditors and any other steps required by the director’s duty to
exercise due care, skill and diligence) that they ought to have taken in their duty as a director in order to make themselves aware of any
relevant audit information and to establish that the Company’s auditors are aware of that information.

Auditors

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office and a resolution concerning their
reappointment will be proposed at the forthcoming Annual General Meeting.

This report was approved by the board on 27 June 2011.

DAVID MCGLENNON
Company Secretary
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Remuneration Report

Remuneration Committee
The remuneration committee comprises Christina Kennedy, Laurence Blackall and lan McKenzie and is chaired by Christina Kennedy.

The committee meets not less than twice a year to determine all aspects of the remuneration of the executive directors and other
senior managers. The fees of the non-executive directors are determined by the board as a whole. No director or employee has a role
in determining their own remuneration.

During the period, the remuneration committee has taken advice from Ermnst & Young LLP regarding remuneration.
Remuneration Policy

The committee determines overall policy for executive remuneration. The committee sets levels of remuneration to attract, retain
and motivate executive directors and other senior managers and, in doing so, takes into account the level of remuneration throughout
the telecommunications industry. Employees throughout the Group have performance reviews annually.

The main components of the executive directors’ and senior managers’ remuneration are:
® a competitive base salary

e an annual performance bonus

® pension provision

® benefits in kind

e share awards

The Group operates a discretionary bonus scheme. The scheme applies to directors, senior managers and certain other employees.
Individual payments made under the scheme are generally dependent on the Company achieving its financial targets and the
attainment of individual objectives.

The Group makes contributions to money purchase personal pension schemes on behalf of certain executive directors and senior managers.

Other customary benefits, such as car allowances, permanent health insurance and life assurance, are made available as appropriate.

The Group currently operates two share option schemes, the “Daisy Group plc Executive Share Plan” and the "“Daisy Group plc
Executive Share Option Scheme” (which has now expired). Details of awards made under these schemes are given in note 10 to the
Group financial statements.

Directors’ Service Contracts

The service contracts of executive directors remain in force until age 65 and continue until terminated by either party giving to the other
not less than 12 months’ written notice (or as otherwise terminated in accordance with their other terms).

The service contracts of non-executive directors remain in force for an initial term of 12 months, unless terminated by either party giving
to the other not less than three months’ written notice, save that the service contract of Christina Kennedy remains in force until
terminated by either party giving to the other not less than 12 months’ written notice. Details of directors’ remuneration and emoluments
can be found in note 9 of the Group financial statements.

On behalf of the board

CHRISTINA KENNEDY
Chair of the Remuneration Committee
27 June 2011
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Corporate Governance

The board is responsible to shareholders for effective direction and control of the Group and this report describes the framework for
corporate governance and internal control that the directors have established to enable them to carry out this responsibility. Although,
as an AIM listed company, the Company is not required to comply with the provisions of the Combined Code (‘the Code’) and this is
not a statement of compliance as required by the Code, the board of directors recognises the importance of, and is committed to,
ensuring that effective corporate governance procedures are in place appropriate for a public company of its size and complexity.

The Board and Committees

Board

The board is responsible for the overall strategy and financial performance of the Group and has a formal schedule of matters reserved
for its approval. Each board meeting is preceded by a clear agenda and any relevant information is provided to directors in advance

of the meeting. The Company has established properly constituted audit, remuneration and nomination committees of the board with
formally delegated duties and responsibilities. Terms of reference for each of these committees can be found on the Company’s
website (www.daisygroupplc.com).

On 1 April 2010 the board comprised three executive directors, Peter Dubens, Matthew Riley and Anthony Riley and four non-executive
directors, Christina Kennedy, lan McKenzie, lan Butcher and Laurence Blackall. lan Butcher resigned on 5 October 2010.

During the year, Christina Kennedy and lan Butcher were considered to be independent non-executive directors as defined under the
Code. Christina Kennedy is the senior independent director.

An evaluation of board performance is required under the Code. An evaluation has taken place in relation to the year in question by
way of detailed questionnaire and discussion at board level. The board met on five occasions during the period to discuss operational
business. All directors were in attendance except Peter Dubens and lan McKenzie, who were unable to attend one meeting respectively.

An agreed procedure exists for directors in the furtherance of their duties to take independent professional advice. Newly appointed
directors are made aware of their responsibilities through the company secretary. The Company provides training to directors where
required.

No individual or group of directors dominates the board’s decision making. Collectively, the non-executive directors bring a valuable
range of expertise in assisting the Group to achieve its strategic aims.

Since September 2003, the roles of chairman and chief executive officer have been separate. The chairman is responsible for the effective
running of the board and the chief executive is ultimately responsible for all operational matters and the financial performance of the
Group.

Remuneration Committee

The remuneration committee’s principal responsibility is to determine the framework or broad policy for the remuneration of the
chairman and the executive directors, to consider and determine all elements of the remuneration of those directors and to review
board performance. No director takes part in any discussion concerning his own position.

The remuneration committee comprises Christina Kennedy, lan McKenzie and Laurence Blackall and is chaired by Christina Kennedy.

The board reports on directors’ remuneration on page 26 contains a detailed description of the Group’s remuneration policy.
The committee met on four occasions during the period. All members were in attendance on each occasion.
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Corporate Governance
Continued

The Board and Committees (continued)

Nomination Committee

The nomination committee comprises Christina Kennedy, Laurence Blackall and lan McKenzie and is chaired by Christina Kennedy.

The nomination committee considers the appointment of all directors and senior managers and regularly reviews the structure, size
and composition (including skills, knowledge and experience) of the board and makes recommendations with regard to any changes.
The articles of association of the Company require directors to retire from office at the first Annual General Meeting following
appointment (at which point they are eligible for re-appointment) and then every three years by rotation, but in accordance with good
practice, one third of the directors are submitted for re-election each year. The nomination committee has had two meetings during the
period in relation to the appointment of Gareth Kirkwood and re-elections by rotation at this year’s Annual General Meeting. The latter
took place without the relevant directors present. The Committee members believe that the directors put forward for re-election
continue to be effective and demonstrate commitment to their role. The nomination committee and board unanimously recommend
the election and appointment of all board members offering themselves for re-election or re-appointment.

Audit Committee

The audit committee is responsible for the independent monitoring of the effectiveness of the system of internal control, compliance,
accounting policies and published financial statements on behalf of the board. It receives and reviews reports from the Company’s
management and auditors relating to the interim and annual financial statements and the accounting and internal control systems

in use throughout the Group. Any significant findings or identified risks are examined so that appropriate action may be taken.

The audit committee comprises Laurence Blackall (chairman) and Christina Kennedy and comprised lan Butcher until he resigned, when
he was replaced by lan McKenzie. Christina Kennedy is considered by the board to have relevant financial experience. The committee
operates under written terms of reference and is scheduled to meet at least twice a year with the Company's external auditors, and
with the executive directors present by invitation only. The committee met twice during the period. All members were in attendance.
The committee meets with the external auditors without the executive directors present as it considers appropriate.

Conflicts of Interest

The Company has procedures for the disclosure and review of any conflicts, or potential conflicts, of interest which the directors may
have and for the authorisation of such conflict matters by the board. In deciding whether to authorise a conflict or potential conflict, the
directors must have regard to their general duties under the Companies Act 2006. The authorisation of a conflict matter, and the terms
of authorisation, may be reviewed at any time by the board. The board considers that these procedures are operating effectively.

Relationships with Shareholders

The Company encourages the participation of both institutional and private investors. Communication with private individuals is
maintained through the Annual General Meeting and the Company’s annual and interim reports. The chairmen of the Company’s audit,
remuneration and nomination committees are made available to answer questions at the Company’s Annual General Meetings.

In addition, further details on the strategy and performance of the Company can be found at its website (www.daisygroupplc.com),
which includes copies of the Company’s press releases. Regular updates are provided to the board on meetings with shareholders and
analysts, and broker’s opinions are made available to the board. As provided by the Combined Code, non-executive directors are
available to meet major shareholders, if required. The Company’s share registrars provide a helpdesk, which members may contact with
enquiries regarding their shareholdings. The helpdesk telephone number is 0871 664 0300* (or +44 20 8639 3399 for overseas callers)
and the helpdesk’s e-mail address is ssd@capitaregistrars.com.

* calls cost 10p per minute plus network extras (lines are open Mon — Fri 9.00 am — 5.30 pm).
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Internal Control

The board maintains full control and direction over appropriate strategic, financial, organisational and compliance issues.

The Group has an organisational structure with clearly defined lines of authority, responsibility and accountability, which is reviewed
regularly. The annual budget and forecasts are reviewed by the board prior to approval being given. This includes the identification
and assessment of the business risks inherent in the Group and the telecommunications sector as a whole along with associated
financial risks.

The board has overall responsibility for the Group s systems of internal control and for monitoring their effectiveness. Although no
system of internal control can provide absolute assurance against material misstatement or loss, the Group's systems are designed to
provide the directors with reasonable assurance that issues are identified on a timely basis and dealt with appropriately.

The Group's key internal financial control procedures include:

® a budgeting programme with an annual budget approved by the board

® a review by the board of actual results compared with budget and forecasts

* reviews by the board of year end forecasts

e the establishment of procedures for acquisitions, capital expenditure and expenditure incurred in the ordinary course of business

e the appraisal and approval of proposed acquisitions by the board

¢ the detailed budgeting and monitoring of costs incurred on the development of new products

e the reporting to, and review by the board, of changes in legislation and practices within the sector and accounting and legal
developments pertinent to the Company

e the appointing of experienced and suitably qualified staff to take responsibility for key business functions to ensure maintenance
of high standards of performance

The external auditors are engaged to express an opinion on the financial statements. They discuss with management the reporting
of operational results and the financial condition of the Group, to the extent necessary to express their audit opinion.

The board has considered the need for an internal audit function but resolved that, due to the size of the Group, this could not be
justified on the grounds of cost effectiveness.

Audit and Auditor Independence

An additional responsibility of the audit committee is to keep under review the scope and cost effectiveness of the external audit.
This includes recommending to the board the appointment of the external auditors and for reviewing the scope of the audit, approving
the audit fee and, on an annual basis, satisfying the committee that the auditors are independent.

PricewaterhouseCoopers LLP are retained to perform audit and audit-related work on the Group, the Company and the majority
of Group companies.

The committee monitors the nature and extent of non-audit work undertaken by the auditors. It is satisfied that there are adequate
controls in place to ensure auditor independence and objectivity. The matter is kept under review and is a standing item on the agenda
for the audit committee. Periodically, the audit committee monitors the cost of non-audit work undertaken by the auditors. The audit
committee considers that it is in a position to take action if at any time it believes that there is a risk of the auditors’ independence
being undermined through the award of this work.

Details of audit and non-audit fees for the period under review are disclosed in note 12 of the Group financial statements.
Going Concern
As set out more fully in the Directors' Report, the directors have formed the conclusion that the Company and Group have adequate

resources to continue in operational existence for the foreseeable future. The financial statements have, therefore, been prepared
on the going concern basis.
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Statement of Directors’ Responsibilities

The directors are responsible for preparing the Annual Report and Accounts in accordance with applicable law and regulations.

Company law requires the directors to prepare Group and Company financial statements for each financial period. Under that law,
the directors have prepared the Group financial statements in accordance with International Financial Reporting Standards (IFRSs)
as adopted by the European Union and the Company 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 Group and Company 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:

e select suitable accounting policies and then apply them consistently

® make judgements and accounting estimates that are reasonable and prudent

e state whether applicable IFRSs as adopted by the European Union and United Kingdom accounting standards have been followed,
subject to any material departures disclosed and explained in the Group and Company financial statements, respectively

* prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company will continue
in 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 position of the Company and enable them to ensure that
the financial statements comply with the Companies Act 2006. They are also responsible 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 irregularities.

The directors are responsible for the maintenance and integrity of the Company’s website. Legislation in the United Kingdom governing
the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.
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Independent Auditors’ Report
to the Members of Daisy Group plc

We have audited the group financial statements of Daisy Group plc for the year ended 31 March 2011 which comprise the consolidated
income statement, the consolidated balance sheet, the consolidated statement of changes in equity, the consolidated cash flow
statement and the related notes to the consolidated financial statements. The financial reporting framework that has been applied

in their preparation is applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union.

Respective Responsibilities of Directors and Auditors

As explained more fully in the Directors’ Responsibilities Statement set out on page 30, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audit

and express an opinion on 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 Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance with Chapter
3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or assume responsibility
for any other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly
agreed by our prior consent in writing.

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 group’s circumstances and have been consistently applied and adequately
disclosed; the reasonableness of significant accounting estimates made by the directors; and the overall presentation of the financial
statements. In addition, we read all the financial and non-financial information in the annual report and accounts to identify material
inconsistencies with the audited financial statements. If we become aware of any apparent material misstatements or inconsistencies
we consider the implications for our report.

Opinion on Financial Statements

In our opinion the group financial statements:

® give a true and fair view of the state of the group’s affairs as at 31 March 2011 and of its loss and cash flows for the year then ended;
* have been properly prepared in accordance with IFRSs as adopted by the European Union; and

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

Opinion on other Matter Prescribed by The Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the group financial statements are prepared
is consistent with the group financial statements.

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:

e 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.

Other Matter

We have reported separately on the parent company financial statements of Daisy Group plc for the year ended 31 March 2011.

STEVE DENISON

Senior Statutory Auditor

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Manchester

27 June 2011
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Consolidated Income Statement

Restated
fifteen-month
Year ended period ended
31 March 2011 31 March 2010
Note £'000 £'000
Revenue 4 266,316 134,355
Cost of sales (162,773) (82,779)
Gross profit 4 103,543 51,576
Operating costs 7 (119,350) (72,554)
Operating loss (15,807) (20,978)
Adjusted EBITDA 40,653 10,975
Amortisation of intangible assets 7,17 (42,397) (20,506)
Depreciation 7,18 (3,115) (1,945)
Net exceptional operating costs 8 (10,394) (9,291)
Share-based payment costs 10 (554) (211)
Operating loss (15,807) (20,978)
Finance income 13 116 2,117
Finance costs 13 (4,055) (771)
Net finance (expense)/income (3,939) 1,346
Loss before tax (19,746) (19,632)
Income tax credit 14 7,944 5,004
Loss from continuing operations (11,802) (14,628)
Profit/(loss) from discontinued operations 25 4,177 (2,855)
Loss after tax (7,625) (17,483)
Attributable to:
Equity shareholders of the parent 31 (7,687) (17,633)
Minority interests 31 62 150
Loss after tax (7,625) (17,483)
(Loss)/earnings per share (pence)
Basic (loss)/earnings per share :
From continuing operations (4.65) (8.90)
From discontinued operations 1.64 (1.72)
15 (3.01) (10.62)
Diluted (loss)/earnings per share :
From continuing operations (4.65) (8.90)
From discontinued operations 1.63 (1.72)
15 (3.02) (10.62)

A separate consolidated statement of comprehensive income has not been presented as there are no further items of comprehensive
income other than as presented in the consolidated income statement above.

The comparative figures have been restated to reflect the impact of IFRS 3 (revised) as detailed in note 37.

The notes on pages 36 to 87 are an integral part of these consolidated financial statements.
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Restated
31 March 2011 31 March 2010
Note £'000 £'000
Assets
Non-current assets
Goodwill 16 94,882 58,830
Other intangible assets 17 230,065 167,968
Property, plant and equipment 18 7,940 6,294
Deferred tax asset 19 12,222 11,992
345,109 245,084
Current assets
Inventories 22 2,344 1,288
Trade and other receivables 23 58,170 39,631
Cash and cash equivalents 24 27,767 20,034
88,281 60,953
Disposal groups classified as held for sale 25 - 4,891
88,281 65,844
Liabilities
Current liabilities
Trade and other payables 26 (118,609) (63,705)
Current tax liability (1,666) 611)
Borrowings 27 (345) (27,871)
Provisions 28 (815) (997)
(121,435) (93,184)
Net current liabilities (33,154) (27,340)
Non-current liabilities
Borrowings 27 (91,421) (451)
Provisions 28 (2,774) (1,905)
Deferred tax liability 19 (48,701) (34,779)
Other non-current liabilities 29 (615) (4,763)
(143,511) (41,898)
Net assets 168,444 175,846
Equity attributable to the equity
holders of the parent
Share capital 30 5,294 5,261
Share premium reserve 30 88,040 86,743
Share merger reserve 30 83,500 83,500
Other reserves 31 1,490 1,490
Retained earnings 31 (10,227) (1,892)
168,097 175,102
Minority interests 31 347 744
Total equity 168,444 175,846

The comparative figures have been restated to reflect the impact of IFRS 3 (revised) as detailed in note 37.

The notes on pages 36 to 87 are an integral part of these consolidated financial statements.

The consolidated financial statements on pages 32 to 87 were approved by the directors and authorised for issue on 27 June 2011,

and signed on their behalf by:

MATTHEW RILEY
Chief Executive Officer
Company registration number 3974683

ANTHONY RILEY
Chief Financial Officer
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Consolidated Statement of Changes in Equity

Share Share Attributable to
Share premium  merger Other Retained equity holders Minority Total
capital reserve reserve reserves earnings of the parent interests equity
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Note 30 Note 30 Note 30 Note 31 Note 31 Note 31

At 1 January 2009 1,076 8,286 - 753 17,539 27,654 - 27,654
Cancellation of treasury
shares 41) (696) = 737 = - - -
Share issue net of
associated costs 4,075 76,423 83,500 - - 163,998 - 163,998
Share issue to employee
benefit trust 151 2,730 = = (2,881) - - -
Share-based payments - - - - 1,083 1,083 - 1,083
Business combinations - - - - - - 594 594
(Loss)/profit for the period - - = = (17,633) (17,633) 150 (17,483)
At 31 March 2010 (Restated) 5,261 86,743 83,500 1,490 (1,892) 175,102 744 175,846
At 1 April 2010 5,261 86,743 83,500 1,490 (1,892) 175,102 744 175,846
Share-based payments - - - - 498 498 - 498
Share issue to employee
benefit trust 33 1,297 = = (1,330) - s -
Shares exercised from
employee benefit trust - - - - 184 184 - 184
Disposal of subsidiary
undertakings - - - - = > (436) (436)
Business combinations - - - - - - (23) (23)
(Loss)/profit for the year - - - - (7,687) (7,687) 62 (7,625)
At 31 March 2011 5,294 88,040 83,500 1,490 (10,227) 168,097 347 168,444

The notes on pages 36 to 87 are an integral part of these consolidated financial statements.
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Restated
fifteen-month
Year ended period ended
31 March 2011 31 March 2010
Note £'000 £'000
Net cash generated/(used) from operating activities 32 27,749 (1,599)
Cash flows from investing activities
Business combinations, net of cash acquired 5 (78,531) (90,499)
Payment to acquire intangible assets 17 (10,789) (1,465)
Proceeds from the sale of intangible assets 17 15 -
Proceeds from disposal of assets held by
discontinued operations 25 12,392 -
Investment in discontinued operations / joint venture 20,25 (1,114) (1,378)
Purchase of property, plant and equipment 18 (2,489) (846)
Proceeds from sale of property, plant and equipment 123 -
Net cash (outflow)/inflow from sale of subsidiaries 6 (624) 4
Proceeds from redemption of loan note - 17,500
Interest received 116 2,408
Net cash used in investing activities (80,901) (74,276)
Cash flows from financing activities
Proceeds from the exercise of share options 31 184 -
Proceeds from issuance of ordinary shares 30 - 78,498
Proceeds from bank borrowings net of fees 100,782 -
Repayment of borrowings (21,273) (2,567)
Interest paid (2,063) (497)
Payment of finance lease liabilities (639) (226)
Net cash generated from financing activities 76,991 75,208
Net increase/(decrease) in cash and cash equivalents 23,839 (667)
Cash and cash equivalents at the start of the period 3,928 4,595
Cash and cash equivalents at the end of the period 24 27,767 3,928

Refer to note 37 for details of the comparative figures reclassification between operating activities and investing activities.

The notes on pages 36 to 87 are an integral part of these consolidated financial statements.
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Notes to the Consolidated Financial Statements

1. General Information

Daisy Group plc (“the Company”) and its subsidiaries (together “the Group”) provide telecommunication and managed services to UK
SME and mid-market businesses. The Company is a public limited company which is listed on the Alternative Investment Market (AIM)
of the London Stock Exchange and is incorporated and domiciled in the UK. The address of its registered office is Daisy House, Lindred
Road Business Park, Nelson, Lancashire BB 5SR.

2. Summary of Significant Accounting Policies

2.1 Basis of Preparation

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

The consolidated financial statements have been prepared on a going concern basis under the historic cost convention, modified to
reflect the requirements of IFRS as adopted by the EU. In preparing the financial statements, the directors are required to use certain
critical accounting estimates and are required to exercise judgement in the application of accounting policies. The principal accounting
policies set out below have been consistently applied to all the periods presented.

In all cases references to "EBITDA" relate to the operating result from continuing operations before amortisation, depreciation and
impairment of fixed assets. References to “adjusted EBITDA" also exclude share-based payment costs and net exceptional operating
costs.

The following new standards and amendments to standards are mandatory for the first time in the financial period beginning
1 April 2010:

¢ |FRS 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 standard is effective prospectively to business
combinations for which the acquisition date is on or after the beginning of the first annual reporting period beginning on or after
1 July 2009. The revised standard continues to apply the acquisition method to business combinations, but with some significant
changes compared with IFRS 3. All payments to purchase a business are recorded at fair value at the acquisition date, with contingent
payments classified as liabilities subsequently re-measured through the income statement. In addition, acquisition-related expenses
are recorded in the income statement as opposed to inclusion in the cost of investment. Other amendments have not had a
significant impact on the Group financial statements.

In order to provide greater comparability, the Group has opted to restate the comparative figures for the impact of IFRS 3 (revised)
from 1 January 2009. There is no impact on the balance sheet at 1 January 2009 and therefore a balance sheet has not been disclosed
at this date. Details of the restatement can be found in note 37.

® |[FRS 2 (amendments), ‘Group cash-settled share-based payment transactions’. The amendments expand on the guidance in IFRIC
11 to address the classification of group arrangements that were not covered by that interpretation. The amendment has not had
a significant impact on the Group financial statements.

The following standards, amendments and interpretations are not yet effective and have not been early adopted by the Group:

® Phase 1 of IFRS 9 “Financial Instruments” was issued in November 2009 and is effective for annual periods beginning on or after
1 January 2013. This standard has not yet been endorsed for use in the EU. The standard introduces changes to the classification
and measurement of financial assets and the requirements relating to financial liabilities in relation to the presentation of changes
in fair value due to credit risks and the removal of an exemption from measuring certain derivative liabilities at fair value. The Group
is currently assessing the impact of the standard on its results, financial position and cash flows.
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The Group has not adopted the following pronouncements, which have been issued by the IASB or the IFRIC. These pronouncements
have been endorsed for use in the EU, unless otherwise stated. The Group does not currently believe the adoption of these
pronouncements will have a material impact on the consolidated results, financial position or cash flows of the Group.

e Amendments to IFRS 1, “Severe hyperinflation and removal of fixed dates for first-timer adopters”, effective for annual periods
beginning on or after 1 July 2011. This standard has not yet been endorsed for use in the EU.

e Amendments to IFRS 7, “Financial Instruments: Disclosure”, effective for annual periods beginning on or after 1 July 2011. This
standard has not yet been endorsed for use in the EU.

* “Improvements to IFRSs”, effective over a range of dates, with the earliest being for annual periods beginning on or after 1 January
2011.

® Amendment to IFRS 1, “Limited Exemption from Comparative IFRS 7 disclosures for first time adopters”, effective for annual periods
beginning on or after 1 July 2010.

e Amendment to IAS 12, “"Deferred tax: Recovery of Underlying Assets”, effective for annual periods beginning on or after 1 January
2012. This standard has not yet been endorsed for use in the EU.

e Amendment to IAS 24, “Related Party Disclosures — State-controlled Entities and the Definition of a Related Party”, effective for
annual periods beginning on or after 1 January 2011.

e Amendment to IFRIC 14, “Prepayments on a Minimum Funding Requirement”, effective for annual periods beginning on or after 1
January 2011.

e |FRIC 19, "Extinguishing Financial Liabilities with Equity Instruments”, effective for annual periods beginning on or after 1 July 2010
with early adoption permitted.

The Group has also not adopted the following pronouncements, all of which were issued by the IASB on 12 May 2011 and which are
effective for annual periods beginning on or after 1 January 2013. These pronouncements have not yet been endorsed for use in the
EU. The Group has not completed its assessment of the impact of these pronouncements on the consolidated results, financial position
or cash flows of the Group.

¢ |FRS 10, ‘Consolidated Financial Statements’, which replaces parts of IAS 27, ‘Consolidated and Separate Financial Statements and
all of SIC-12, ‘Consolidation — Special Purpose Entities’, builds on existing principles by identifying the concept of control as the
determining factor in whether an entity should be included within the consolidated financial statements of the parent company.
The remainder of IAS 27, ‘Separate Financial Statements’, now contains accounting and disclosure requirements for investments
in subsidiaries, joint ventures and associates only when an entity prepares separate financial statements and is therefore not
applicable in the Group's consolidated financial statements.

IFRS 11, "Joint Arrangements’, which replaces IAS 31, ‘Interests in Joint Ventures’ and SIC-13, "Jointly Controlled Entities — Non-monetary
Contributions by Venturers’, requires a single method, known as the equity method, to account for interests in jointly controlled
entities which is consistent with the accounting treatment currently applied to investments in associates. The proportionate
consolidation method currently applied to the Group's interests in joint ventures is prohibited. IAS 28, ‘Investments in Associates

and Joint Ventures’, was amended as a consequence of the issuance of IFRS 11. In addition to prescribing the accounting for
investment in associates, it now sets out the requirements for the application of the equity method when accounting for joint
ventures. The application of the equity method has not changed as a result of this amendment.

IFRS 12, ‘Disclosure of Interest in Other Entities’, is a new and comprehensive standard on disclosure requirements for all forms
of interests in other entities, including joint arrangements, associates, special purpose vehicles and other off balance sheet vehicles.
The standard includes disclosure requirements for entities covered under IFRS 10 and IFRS 11.

IFRS 13, ‘Fair Value Measurement’, provides guidance on how fair value should be applied where its use is already required or permitted
by other standards within IFRS, including a precise definition of fair value and a single source of fair value measurement and disclosure
requirements for use across IFRS.
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Notes to the Consolidated Financial Statements
Continued

2. Summary of Significant Accounting Policies (continued)
2.2 Consolidation

Subsidiaries

The consolidated financial statements incorporate the financial statements of Daisy Group plc (“the Company”) and enterprises
controlled by the Company (its “subsidiaries”). The excess of cost of acquisition over the fair values of the Group's share of identifiable
net assets acquired is recognised as goodwill. Any deficiency of the cost of acquisition below the fair value of identifiable net assets
acquired ("negative goodwill”) is recognised immediately in the income statement.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. 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.
Costs directly attributable to the acquisition are recorded in the income statement. Identifiable assets acquired, liabilities and contingent
liabilities assumed in a business combination are initially measured at fair value at the acquisition date irrespective of the extent of any
minority interest.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income statement from the effective
date of acquisition or up to the effective date of disposal, as appropriate. Where necessary, adjustments are made to the financial
statements of subsidiaries to bring the accounting policies used into line with those used by other members of the Group.

All intra-group transactions, balances and unrealised gains on transactions between Group companies are eliminated on consolidation.
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset transferred.

Joint Ventures and Associates

An associate is an entity over which the Group is in a position to exercise significant influence, but not control or joint control, through
participation in the financial and operating policy decisions of the investee. A jointly controlled entity is an entity in which the Group
holds an interest on a long-term basis and which is jointly controlled by the Group and one or more other venturers under a contractual
arrangement.

The results and assets, liabilities and contingent liabilities of associates and jointly controlled entities are incorporated in these financial
statements using the equity method of accounting except when classified as held for sale. In the income statement the Group's share
of net income/loss of its joint venture is included in operating income as the operations of the joint venture are related to
telecommunications. Included in the Group's share of the net income/loss in the joint venture is interest accrued on the redeemable
preference shares. The interest income is calculated using a market interest rate on the outstanding debt element of the preference
shares, adjusted for each cash injection as appropriate.

The Group's share of post acquisition movement in the joint venture reserves is recognised in reserves. Investments in associates and
jointly controlled entities are carried in the balance sheet as the Group'’s share of the net assets of associates or jointly controlled
entities. Losses of the associates or jointly controlled entities in excess of the Group's interest in those associates or jointly controlled
entities are not recognised.

Any excess of cost of acquisition over the Group's share of the fair values of identifiable net assets acquired of the associate or jointly
controlled entity at the date of acquisition is recognised as goodwill. Any deficiency of the cost of acquisition below the Group’s
share of the fair values of identifiable net assets of the associate or jointly controlled entity at the date of acquisition (a discount

on acquisition) is recognised in the income statement.

The gain or loss arising on joint ventures relates to changes in the Group's share of the net assets of the joint venture arising from
additional capital contributions made by the venturers during the year, which are not in line with the original ownership stakes prior
to the capital contribution.

Where a Group company transacts with an associate or jointly controlled entity of the Group, unrealised profits and losses are

eliminated to the extent of the Group's interest in the relevant associate or jointly controlled entity. Losses may provide evidence
of an impairment of the asset transferred in which case appropriate provision is made for impairment.
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2.3 Foreign Currency Translation

The presentational currency of the Group is sterling. All Group companies have a functional currency of sterling which is consistent

with the presentational currency of the Group's financial statements. Transactions in currencies other than sterling are recorded at the
rates of exchange prevailing on the dates of the transactions. At each balance sheet date, monetary assets and liabilities that are
denominated in foreign currencies are retranslated at the rates prevailing on the balance sheet date. Non-monetary assets and liabilities
carried at fair value that are denominated in foreign currencies are translated at the rates prevailing at the date when the fair value was
determined. Gains and losses arising on retranslation are included in the income statement for the year.

2.4 Segment Reporting

In accordance with IFRS 8, operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision maker. The chief operating decision-maker, who is responsible for allocating resources and assessing performance
of the operating segments, has been identified as the Group board of directors. The Group's segments comprise Daisy Retail, Daisy
Wholesale, Daisy Distribution and central costs, which are those businesses reported in the Group’s management accounts used by
the board of directors as the primary means for analysing trading performance.

In the prior period Group financial statements, Systems Services was classified as a separate operating segment. Following a restructure
during the year, this segment has been incorporated within Daisy Retail.

Segmental revenue represents the total revenue of each business within a reporting segment and includes inter segment revenues.
Segmental profit is the measure used to assess performance internally and is calculated as earnings before interest, taxation,
depreciation, amortisation, impairment of fixed assets, share-based payment costs and net exceptional operating costs (“adjusted
EBITDA"), through to operating result.

2.5 Revenue Recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and services in the ordinary course
of the Group's activities. The Group recognises revenue when the amount of revenue can be reliably measured and it is probable
that the future economic benefits associated with a transaction will flow to the entity and when specific criteria have been achieved.
Revenue is shown net of value added tax, returns, rebates and discounts and after eliminating sales between Group companies.

To the extent that invoices are raised to a different pattern than the revenue recognition described below, appropriate adjustments
are made through deferred and accrued income to account for revenue when the underlying service has been performed or goods
have transferred to the customer.

Revenue recognition for each of the Group's main areas of revenue is described below.

Arrangements with Multiple Deliverables

Where goods and or services are sold in one bundled transaction, the Group allocates the total arrangement’s consideration to the
different individual elements based on their relative fair values. Management determines the fair values of individual components
based on actual amounts charged by the Group on a stand-alone basis, or alternatively based on comparable pricing arrangements
observable in the market.
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Notes to the Consolidated Financial Statements
Continued

2. Summary of Significant Accounting Policies (continued)

Gross or Net Income Presentation

When deciding the most appropriate basis for presenting revenue, both the legal form and substance of the agreement between the
Group and its business partners are reviewed to determine each party's respective role in the transaction. The Group is considered

to be principal in the arrangement when it provides the goods or services to the end user, has freedom to determine the price charged
to the end user and bears inventory and credit risk from the arrangement.

Where the Group's role in a transaction is that of principal, revenue is recognised on a gross basis. This requires revenue to comprise
the gross value of the transaction billed to the customer, after trade discounts, with any related expenditure charged as an operating cost.

Where the Group's role in a transaction is that of an agent, revenue is recognised on a net basis with revenue representing the margin
earned.

Sale of Services
Service income is recognised at fair value, evenly over the period to which the service relates. Usage charges are recognised in the
period when the service is received by the customer.

The Group provides certain maintenance services. Fees charged to customers for the provision of maintenance and support services
are recognised at fair value, on a straight line basis over the period of the related agreement.

Sale of Goods, Licences and Installation
Revenue from the sale, and or installation of hardware and associated licences is recognised at fair value in the income statement
when the significant risks and rewards of ownership have passed to the buyer, usually on delivery or installation.

External costs associated with the installation are recorded as work-in-progress until the revenue has been recognised.

Revenue in respect of licences is only recognised where there are no ongoing obligations. Where ongoing obligations exist revenue
is deferred and recognised in line with the ongoing obligations as appropriate.

Where hardware and associated licences are leased to customers under a finance lease arrangement, lease income is recognised over
the term of the lease using the net investment method, which reflects a constant periodic rate of return. Where assets are leased out
under an operating lease arrangement, lease income is recognised over the term of the lease on a straight line basis.

Commissions

Commissions are received from mobile network operators when the Group connects or retains end users to their network. The commissions
are recognised as income by the Group over the period of service required by the commission agreement. In particular, when the Group
assesses that there is an ongoing obligation beyond connection, commission is recognised evenly over the period of the obligation.

In some instances commission income is subject to adjustment by the mobile network operator. Where this is the case the Group
assesses the likelihood of adjustment by reference to historical experience and adjusts commission income accordingly.

Intermediaries are given commissions by the Group on provision of new customers and retaining existing customers. Such commissions
are recognised as an expense over the period of service required by the commission agreement.
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2.6 Exceptional Items

ltems that are material and non-operating or non-recurring in nature are presented as exceptional items in the income statement, within
the relevant account heading. Iltems that may give rise to classification as exceptional items include, but are not limited to, significant
Group restructuring and rationalisation programmes, asset impairments, profits or losses on the disposal of businesses, negative
goodwill, transaction fees and re-measurement of contingent consideration. The directors are of the opinion that the separate
recording of exceptional items provides helpful information about the Group’s underlying business performance.

2.7 Finance Income and Expense

Interest payable on borrowings, the interest expense component of finance lease payments and interest income is recognised in the
income statement using the effective interest rate method.

2.8 Business Combinations

Under the requirements of IFRS 3 (revised), all business combinations are accounted for using the purchase method (“acquisition
accounting”). The cost of a business combination is the aggregate of the fair values, at the date of exchange, of assets given, liabilities
incurred or assumed, equity instruments issued by the acquirer and any costs directly attributable to the business combination. The cost
of a business combination is allocated at the acquisition date by recognising the acquiree’s identifiable assets, liabilities and contingent
liabilities that satisfy the recognition criteria, at their fair values at that date. The acquisition date is the date on which the acquirer
effectively obtains control of the acquiree. An intangible asset, such as customer or supplier relationships, computer software and
licences, is recognised if it meets the definition of an intangible asset in IAS 38, ‘Intangible Assets’ and its fair value can be measured
reliably.

2.9 Goodwill

Gooduwill arising on consolidation represents the excess of the cost of acquisition over the Group's interest in the fair value of the
identifiable assets and liabilities and contingent liabilities of a subsidiary, associate or jointly controlled entity at the date of acquisition.

Upon the acquisition of subsidiaries, goodwill is separately disclosed. Goodwill on acquisition of associates and jointly controlled
entities is included in investment in associates and jointly controlled entities.

At each balance sheet date goodwill is reviewed for impairment using a discounted cash flow method applied to business forecasts.
If this review demonstrates that impairment has occurred, this is expensed to the income statement immediately and is not subsequently
reversed. Goodwill is allocated to cash generating units for the purpose of impairment testing. 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, identified according to operating segment.

Negative goodwill arises when the Group's interest in the fair value of the identifiable assets, liabilities and contingent liabilities is greater

than the cost of acquisition. Negative goodwill is recognised immediately in the income statement. On disposal of a subsidiary, associate
or jointly controlled entity, the attributable amount of goodwill is included in the determination of the profit or loss on disposal.
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Notes to the Consolidated Financial Statements
Continued

2. Summary of Significant Accounting Policies (continued)

2.10 Other Intangible Assets

Intangible assets with finite useful lives are initially measured at either cost or fair value and amortised on a straight-line basis over their
useful economic lives, which are reviewed on an annual basis. The fair value attributable to intangible assets acquired through a
business combination is determined by discounting the expected future cash flows to be generated from that asset at the risk adjusted

weighted average cost of capital for the Group. The residual values of intangible assets are assumed to be nil.

The estimated useful economic lives of intangible assets are as follows:

Customer lists and relationships: life of the customer contract between 2 and 7 years.
Supplier relationships: life of the supplier relationship between 2 and 3 years.
Computer software: 2 to 3 years.

Wireless licences (WiMAX): 20 years.

Telecommunication licences: 2 to 5 years.

The following are the main categories of intangible assets:

Contract Related Intangible Assets (customer and supplier relationships)

Customer and supplier portfolios acquired as part of a business combination are initially measured at fair value and amortised on

a straight-line basis over their useful economic lives. Assumptions are used in estimating the fair value of acquired intangible assets
and include management's estimates of revenue and profits to be generated by the acquired businesses. Separate values are not
attributed to internally generated customer and supplier relationships.

Computer Software
Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring into use the specific
software and are amortised over their estimated useful lives.

Costs associated with maintaining computer software programs are recognised as an expense as incurred. Costs that are directly
associated with the production of identifiable and unique software products controlled by the Group, and that will probably generate
economic benefits exceeding costs beyond one year, are recognised as intangible assets. Direct costs include the software
development, employee costs and an appropriate portion of relevant overheads.

Computer software development costs recognised as assets are amortised over their estimated useful lives.

Telecommunication Licences
Licences paid to regulatory bodies, which permit telecommunication activities to be operated for defined periods, are initially recorded
at cost and amortised from the time the network is available for use to the end of the licence period.

Subscriber Acquisition Costs

Subscriber acquisition costs (included within customer lists and relationships) comprise the direct third-party costs of recruiting and
retaining customers, net of incentives from network operators and provision for in-contract churn. These costs are expensed as incurred,
unless they meet the criteria for capitalisation as an intangible asset, to the extent that they are supported by expected future cash
inflows, in which case they are amortised on a straight-line basis over the shorter of the customer life and the contractual period.
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2.11 Property, Plant and Equipment

Property, plant and equipment is included in the balance sheet at historical cost, less accumulated depreciation and any impairment
losses. Included within the cost for network infrastructure and equipment are direct labour, contractors’ charges, materials and directly
attributable overheads.

On disposal of property, plant and equipment, the difference between the sale proceeds and the net book value at the date of disposal
is recorded in the income statement.

Depreciation is provided on property, plant and equipment on a straight line basis from the time the asset is available for use, so as to
write off the asset's cost over the estimated useful life taking into account any expected residual value. Freehold land is not subject to

depreciation.

The lives assigned to principal categories of assets are as follows:

Leasehold improvements: shorter of unexpired portion of lease or 10 years.
Network infrastructure: 2 to 10 years.

Computer equipment: 3 to 4 years.

Office equipment: 3 to 5 years.

Motor vehicles: 3to 5 years.

Residual values, remaining useful economic lives and depreciation methods are reviewed annually and adjusted prospectively
if appropriate.

2.12 Impairment of Non-current Assets excluding Goodwill

Intangible assets and property, plant and equipment are tested for impairment whenever there is an indication that an asset may
be impaired.

An impairment loss is recognised in the income statement if the recoverable amount (being the higher of fair value less costs to sell
and value in use) of an asset or cash generating unit falls below its carrying value in the balance sheet.

Such impairment losses may be reversed in subsequent periods if there is an indication that the impairment loss recognised in prior
periods may no longer exist or may have decreased.

2.13 Non-current Assets (or disposal groups) Held for Sale
Non-current assets (or disposal groups) are classified as assets held for sale when their carrying amount is to be principally recovered

through a sale transaction and a sale is considered highly probable. They are stated at the lower of carrying amount and fair value less
costs to sell if their carrying amount is to be recovered principally through a sale transaction rather than through continuing use.
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Notes to the Consolidated Financial Statements
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2. Summary of Significant Accounting Policies (continued)
2.14 Leases

The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement at inception date;
whether fulfilment of the arrangement is dependent on the use of a specific asset or assets or the arrangement conveys the right to use
the asset.

Group as a Lessee

Leases of property, plant and equipment where the Group has substantially all of the risks and rewards of ownership are classified as
finance leases. Assets held under finance leases are capitalised at inception at the lower of the fair value of the leased asset and the
present value of the minimum lease payments. Capitalised leased assets are subsequently depreciated over the shorter of the lease
term or the asset's useful life.

Obligations related to finance leases, net of finance charges in respect of future periods, are included as appropriate under current or
non-current borrowings. Lease payments are apportioned between the finance charges and reduction of the lease liability so as to
achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged directly to the income
statement.

All other leases are classified as operating leases. Lease payments made under operating leases are charged to the income statement
as an expense on a straight line basis over the term of the lease.

If a sale and leaseback transaction results in the creation of an operating lease and it is clear that the transaction is established at fair
value, any profit or loss is recognised in the income statement immediately.

Group as a Lessor
Assets leased to a customer under arrangements that meet the relevant criteria of IAS 17 are classified as finance leases. The fair values
of the assets provided to the end customer are recognised as a receivable.

There are no guaranteed residual values available to the Group at the end of any finance leases, and as unguaranteed residual values
are not considered to be material to the Group, they are not included in the net investment in the finance lease.

Lease income is recognised over the term of the lease using the net investment method, which reflects a constant periodic rate of return.

Any gain or loss on early termination of leases, calculated as the total net sums recovered and the book value of net investments in
finance leases, is recognised in the income statement when such terminations arise.

2.15 Inventories

Inventory mainly comprises items of equipment held for sale or rental and consumable items. Equipment held and consumable items
are stated at the lower of cost and estimated net realisable value, after provisions for obsolescence. Cost is based on the price of
purchase and is calculated on a first-in-first-out basis. Net realisable value is based on estimated selling price less additional costs to
completion and disposal.

2.16 Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, it is probable that
an outflow of resources will be required to settle the obligation and the amount can be reliably estimated. Provisions are determined
by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money
and the risks specific to the liability.

Provisions for restructuring costs are recognised when the Group has a detailed formal plan for the restructuring which has been

notified to affected parties. Onerous lease provisions have been measured at the lower of the cost to fulfil the contract or the cost
of terminating the contract.
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2.17 Current and Deferred Income Tax
The tax expense represents the sum of the tax currently payable and deferred tax.

The current tax is based on taxable profit for the year. Taxable profit differs from net profit as reported in the income statement because
it excludes items of income or expense that are taxable or deductible in other years and it further excludes items that are never taxable
or deductible. The Group’s liability for current tax is calculated by using tax rates that have been enacted or substantively enacted by
the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amount of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit, and is accounted for using the balance
sheet liability method. Deferred tax liabilities are recognised for all taxable temporary differences and deferred tax assets are
recognised to the extent that it is probable that taxable profits will be available against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the temporary difference arises from the initial recognition of goodwill or from
the initial recognition (other than in a business combination) of other assets and liabilities in a transaction which affects neither the tax
profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and associates, and
interests in jointly controlled entities, except where the Group is able to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the foreseeable future.

Deferred tax is calculated at the tax rates (and tax laws) that have been enacted or substantively enacted by the balance sheet date.
Deferred tax is charged or credited in the income statement, except when it relates to items credited or charged directly to equity, in
which case the deferred tax is also dealt with in equity.

2.18 Employee Benefits

Share-Based Payments
The Group operates a share option programme which allows Group employees to acquire shares of the Company.

The fair value of options granted is recognised as an employee expense with a corresponding increase in equity. The fair value is measured
at grant date and spread over the period during which the employees become unconditionally entitled to the options. The fair value

of the options granted is measured using the Black-Scholes method which takes into account the terms and conditions upon which the
options were granted.

The expected life used in the model has been adjusted, based on management’s best estimate, for the effect of non-transferability,
exercise restrictions, and behavioural considerations. Non-market vesting conditions are included in assumptions about the number
of options that are expected to vest.

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

The fair value determined at the grant date of equity-settled share-based payments is expensed on a straight-line basis over the vesting
period, based on the Group's estimate of shares that will eventually vest.

Retirement Benefit Costs

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due. Payments made to state-managed
retirement benefit schemes are dealt with as payments to defined contribution plans where the Group's obligations under the schemes
are equivalent to those arising in a defined contribution retirement benefit plan. Prepaid contributions are recognised as an asset to the
extent that a cash refund or a reduction in the future payments is available.
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2. Summary of Significant Accounting Policies (continued)

Termination Benefits

Termination benefits are payable when an employment is terminated before the normal retirement date, or whenever an employee
accepts voluntary redundancy in exchange for these benefits. The Group recognises termination benefits when it is demonstrably
committed to either terminating the employment of current employees according to a detailed formal plan without possibility of
withdrawal, or providing termination benefits as a result of an offer made to encourage voluntary redundancy. Benefits falling due
more than 12 months after the balance sheet date are discounted to present value.

Holiday Pay
Paid holidays are regarded as an employee benefit and as such are charged to the income statement as the benefits are earned.
An accrual is made at the balance sheet date to reflect the fair value of holidays earned but not yet taken.

2.19 Financial Instruments

Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual provisions of the relevant
instrument and derecognised when it ceases to be a party to such provisions.

Financial Assets

The Group classifies its investments in the following categories: financial assets at fair value through the income statement and loans
and receivables. The classification depends on the purpose for which the investments were acquired. Management determines the
classification of its investments at initial recognition and re-evaluates this designation at every reporting date.

The Group assesses at each balance sheet date whether there is objective evidence that financial assets are impaired.
All financial assets are held at amortised cost except for derivatives, which are classified as held for trading and are held at fair value.

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. The amount of the provision is the
difference between the asset's carrying amount and the present value of estimated future cash flows, discounted at the original effective
interest rate. The loss is recognised in the income statement within ‘operating costs’.

Cash and Cash Equivalents

Cash and cash equivalents include cash in hand and bank deposits repayable on demand. For the purposes of the cash flow statement,
cash and cash equivalents are shown net of bank overdrafts. Bank overdrafts are shown within borrowings in current liabilities on the
balance sheet.

Financial Liabilities

All financial liabilities are stated at amortised cost using the effective interest rate method except for derivatives, which are classified
as held for trading and are held at fair value. Financial liabilities held at amortised cost include trade payables, accruals, onerous lease
provisions, deferred consideration and borrowings.

Trade Payables

Trade payables are recognised initially at fair value, which is usually the original invoiced amount, and subsequently carried at amortised
cost using the effective interest method.
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Borrowings

Interest bearing bank loans and overdrafts are initially recorded at the value of the amount received, net of attributable transaction
costs. Subsequent to initial recognition, interest bearing borrowings are stated at amortised cost with any difference between cost and
redemption value being recognised in the income statement over the period of the borrowing using the effective interest method.

Derivative Financial Instruments

The Group makes use of derivative financial instruments to hedge its exposure to interest rate risks arising from financing activities.

In accordance with its treasury policy, the Group does not hold or issue derivative financial instruments for trading purposes. Given the
conditions applicable to the specific derivative instrument the Group holds, it is not deemed to meet the criteria as required by IAS 39
to permit hedge accounting.

Derivative financial instruments are recognised initially at fair value, i.e. cost. Subsequent to initial recognition derivative financial
instruments are measured at fair value. The gain or loss on re-measurement to fair value is recognised immediately in the income
statement as a component of financing income or costs.

The fair value of the derivative financial instruments is the estimated amount that the Group would receive or pay to terminate the
instrument at the balance sheet date, taking into account current interest rates and the current creditworthiness of the instrument
counterparties.

2.20 Share Capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options are shown in equity
as a deduction, net of tax, from the proceeds.

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 equity holders until
the shares are cancelled, reissued or disposed of. Where such shares are subsequently sold or 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 equity holders.

2.21 Employee Benefit Trust

The assets and liabilities of the Employee Benefit Trust (“EBT") have been included in the Group financial statements. Any assets

held by the EBT cease to be recognised on the Group balance sheet when the assets vest unconditionally in identified beneficiaries.
The costs of purchasing own shares held by the EBT are shown as a deduction against equity. The proceeds from the sale of own shares
held increase equity. Neither the purchase nor sale of own shares leads to a gain or loss being recognised in the Group income statement.

2.22 Dividends

Final dividends are recognised as a liability in the year in which they are declared and approved by the Company’s shareholders in the
general meeting. Interim dividends are recognised when they are paid.
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3. 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. Management continually evaluates the estimates, assumptions and judgements based on available
information and experience. 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.

Revenue Recognition and Presentation of Arrangements with Multiple Deliverables
In revenue arrangements including more than one deliverable, the deliverables are assigned to one or more separate components of
revenue and the arrangement consideration is allocated to each component based on its relative fair value.

Determining the fair value of each deliverable can require complex estimates due to the nature of the goods and services provided. The
Group generally determines the fair value of individual elements based on prices at which the deliverable is regularly sold on a
standalone basis or based on comparable pricing arrangements observable in the market.

Receivables

Debts are recognised to the extent that they are judged to be recoverable. Management reviews are performed to estimate the level of
provision required for irrecoverable debt. Provisions are made specifically against invoices and finance lease receivables to
appropriately reflect any uncertainty as to ultimate collection.

Recognition of Deferred Tax Assets

The recognition of deferred tax assets is based upon whether it is more likely than not that sufficient and suitable taxable profits will be
available in the future, against which the reversal of temporary differences can be deducted. Recognition, therefore, involves judgement
regarding the future financial performance of the particular legal entity or tax group in which the deferred tax asset has been
recognised. Historical differences between forecast and actual taxable profits have not resulted in material adjustments to the
recognition of deferred tax assets.

Impairment of Non-Financial Assets

The Group assesses whether there are any indicators of impairment as at the transition date and thereafter for all non-financial assets
at each reporting date. Goodwill is tested for impairment annually and at other times when such indicators exist. Other non-financial
assets are tested for impairment when there are indicators that the carrying amounts may not be recoverable.

When value in use calculations are undertaken, management must estimate the expected future cash flows from the asset or cash
generating unit and choose a suitable discount rate in order to calculate the present value of those cash flows.

Valuation of Acquired Intangible Assets

Acquisitions may result in customer relationships, supplier relationships, licences and computer software being recognised. These are
valued using discounted cash flow methods which require the application of certain key judgements and estimates are required to be
made in respect of discount rates, customer churn and future cash flows.
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4. Segment Information

The chief operating decision-maker, who is responsible for allocating resources and assessing performance of the operating segments,
has been identified as the Group board of directors. Operating segments, for the year to 31 March 2011, were determined on the basis
of the reports reviewed by the Group board of directors. The segments at 31 March 2011 comprised:

Daisy Retail

Daisy Retail provides services across four product areas to SME and mid-market business customers:

Networks fixed line calls, fixed line rentals, number translation services, select services

Data hosting, broadband, leased lines, bonded DSL, IP VPN / MPLS networks and VolP

Mobile mobile phones, smart phones, airtime and data provision via service provider
and dealer arrangements

Systems maintenance, engineering and equipment

Daisy Wholesale

Daisy Wholesale provides services to the reseller channel in the following product categories:

Networks fixed line calls, fixed line rentals, number translation, select services and managed billing

Data IPVPN, broadband, ethernet and hosting

Daisy Distribution
Daisy Distribution provides mobile handsets and airtime tariffs from O2, Vodafone and Orange to the dealer channel.

Central Costs
Central costs consist of central activities which do not represent a separate reportable segment in accordance with IFRS 8.

Segmental revenue represents the total revenue of each business within a reporting segment and includes inter segment revenues.
Segmental profit is the measure used to assess performance internally and is calculated as earnings before interest, taxation,

depreciation, amortisation, share-based payments and net exceptional operating costs (“adjusted EBITDA").

The Group has opted to disclose additional information on revenue and gross profit in respect of the product categories described
above.

Systems Services was recorded as a separate segment in the prior period financial statements. Following a restructure of this business,
it has been incorporated into the Daisy Retail segment. Prior periods have been restated accordingly.

All businesses are based in the UK. Inter segmental transactions are carried out on an arm'’s length basis. The Group does not have
any customers who contribute more than 10% of total revenue.
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Continued

4. Segment Information (continued)

The segment information for the year ended 31 March 2011 is as follows:

Daisy Daisy Daisy Central  Continuing

Retail Wholesale Distribution costs  operations

£'000 £'000 £'000 £'000 £'000
Networks 102,232 18,718 - = 120,950
Data 41,979 15,577 - - 57,556
Systems 26,310 - - - 26,310
Mobile 26,057 - 38,101 - 64,158
Total segment revenue 196,578 34,295 38,101 - 268,974
Inter segment revenue - (2,658) - - (2,658)
External revenue 196,578 31,637 38,101 - 266,316
Networks 43,294 3,922 - = 47,216
Data 19,464 3,442 - - 22,906
Systems 17,582 - - - 17,582
Mobile 8,430 - 7,409 - 15,839
Total segment gross profit 88,770 7,364 7,409 - 103,543
Adjusted EBITDA 37,294 3,688 3,890 (4,219) 40,653
Amortisation (37,914) (4,483) - - (42,397)
Depreciation (2,863) (210) 42) = (3,115)
Net exceptional operating costs (7,601) (331) (739) (1,723) (10,394)
Share-based payments = = - (554) (554)
Operating (loss)/profit (11,084) (1,336) 3,109 (6,496) (15,807)
Total assets 338,466 48,012 19,016 27,896 433,390
The restated segment information for the 15 months to 31 March 2010 is as follows:

Daisy Daisy Daisy Central  Continuing

Retail Wholesale Distribution costs  operations

£'000 £'000 £'000 £'000 £'000
Networks 62,557 14,163 - = 76,720
Data 24,344 423 - - 24,767
Systems 11,476 - - - 11,476
Mobile 10,724 - 11,632 - 22,356
Total segment revenue 109,101 14,586 11,632 - 135,319
Inter segment revenue - (964) - - (964)
External revenue 109,101 13,622 11,632 - 134,355
Networks 26,622 2,540 - = 29,162
Data 11,832 41 - - 11,873
Systems 6,262 - - - 6,262
Mobile 2,058 - 2,221 - 4,279
Total segment gross profit 46,774 2,581 2,221 - 51,576
Adjusted EBITDA 11,292 1,894 987 (3,198) 10,975
Amortisation (19,125) (1,368) (13) - (20,506)
Depreciation (1,929) 9 (6) (1) (1,945)
Net exceptional operating costs (8,629) (44) (10) (608) (9,291)
Share-based payments = = - (211) (211)
Operating (loss)/profit (18,391) 473 958 (4,018) (20,978)
Total assets 278,994 19,397 7,576 70 306,037
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A reconciliation of operating loss to loss before tax and discontinued operations is provided below:

Restated
fifteen-month

Year ended period ended

31 March 2011 31 March 2010

£'000 £'000

Operating loss (15,807) (20,978)

Net finance (expense)/income (3,939) 1,346

Loss before tax and discontinued operations (19,746) (19,632)
Segment assets are reconciled to total assets as follows:

Restated

31 March 2011 31 March 2010

£'000 £'000

Non-current assets 345,109 245,084

Current assets (excluding disposal groups) 88,281 60,953

Segment assets 433,390 306,037
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5. Business Combinations

a) Business Combinations in the Year Ended 31 March 2011

On 22 April 2010 the Group acquired the entire issued share capital of Cole Robert & Co Limited (“CRC"). CRC is a wholesale telecoms
and internet service provider, with the majority of the business being a white-label broadband offering, over a range of broadband
networks.

On 12 May 2010 the Group acquired IP Professional Services Limited's 50% shareholding in IP Integration Network Services Limited,
increasing the Group's shareholding in the company to 100%. IP Integration Network Services Limited was fully consolidated at 31
March 2010 as the Group had control over the operations of the company. Purchase consideration was £0.1 million in cash which gave
rise to goodwill of £0.04 million (see note 16). Further analysis of the acquisition has not been provided below due to the non-material
nature of the transaction.

On 10 June 2010 the Group acquired the entire issued share capital of Fone Logistics Limited (“FL"). FL is a provider of mobile handsets
and airtime to the SME market through an independent dealer channel.

On 22 June 2010 the Group acquired the entire issued share capital of Murphx Innovative Solutions Limited (“Murphx”). Murphx
provides a range of services including business broadband, virtual private networks, leased line and ethernet connectivity, co-location,
IP transit and application services. Its products are aimed at internet service providers, telecoms resellers and IT services organisations,
who resell to SME and mid-market business customers.

On 10 November 2010 the Group announced a recommended cash offer to acquire 100% of the issued share capital of SpiriTel plc
(“SpiriTel”). At this date, 94.01% of the share capital was acquired, with 100% being held by 31 March 2011. SpiriTel provides a fully
integrated range of voice and data services directly to business customers together with infrastructure and wholesale voice services.

On 1 December 2010 the Group acquired the entire issued share capital of NEG MBO Two Limited (“NEG"). NEG provides network
services, telephony hardware, installation and maintenance support. It is principally focussed on the General Practitioners market.

On 11 February 2011 the Group acquired the entire issued share capital of O-Bit Telecom Limited (“Obit"). Obit provides services
aimed at internet service providers, telecoms resellers and IT services organisations, reselling to SME and mid-market business
customers.

On 30 March 2011 the Group acquired 100% of the entire issued share capital of Hamsard 3155 Limited (“OQutsourcery”). Outsourcery
provides mobile voice, mobile data and hosted solutions to the SME market. Immediately following completion of the transaction, the
Group disposed of Outsourcery’s hosting and part of its mobile service assets to Outsourcery Hosting Limited for a nominal
consideration.
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£'000 CRC FL Murphx SpiriTel NEG Obit Outsourcery Total
Cash paid 2,140 3,717 4,800 33,474 23,813 3,001 10,889 81,834
Contingent cash consideration - - 8,354 - = 4,542 - 12,896
Deferred cash consideration - - - - 67 748 1,111 1,926
Total consideration 2,140 3,717 13,154 33,474 23,880 8,291 12,000 96,656
The contingent consideration in respect of Murphx is based on earnings before interest, tax, depreciation and amortisation of the
business over a 2 year period from 1 July 2010. It has been discounted using the Group's weighted average cost of capital.
There is no upper limit on the final contingent consideration and the floor on total consideration is £4.0 million.
The Obit contingent consideration is based on gross margin targets to 31 July 2011 and the successful re-sign of a key contract.
There is no upper limit on the final contingent consideration and the floor on total consideration is £3.0 million.
The Outsourcery deferred consideration is payable on the finalisation of working capital movements.
Deferred consideration in respect of NEG is payable upon resolution of a specific liability.
The Obit and Outsourcery consideration has not been discounted because the amounts would not be significant.
The carrying amount of assets and liabilities in the books of the acquiree were as follows:
£'000 CRC FL Murphx SpiriTel NEG Obit  Outsourcery Total
Intangible assets - - - 11,144 - - = 11,144
Property, plant, equipment - 45 330 814 49 - 1,575 2,813
Deferred tax asset 1 11 - 266 - - 293 571
Inventories - 81 - 397 - - 67 545
Trade and other receivables 48 5,897 1,106 12,199 1,293 861 3,292 24,696
Cash and cash equivalents 219 304 705 (886) 1,247 (26) 1,397 2,960
Trade and other payables (172) (7,131) (1,821) (14,239) (3,019) (1,424) (7,732)  (35,538)
Deferred and contingent consideration - - = (4,368) = = - (4,368)
Deferred tax liability - - = (2,877) = = - (2,877)
Total carrying amount 96 (793) 320 2,450 (430) (589) (1,108) (54)
The following fair value adjustments have been made:
£'000 CRC FL Murphx SpiriTel NEG Obit  Outsourcery Total
Intangible assets:

Customer lists 2,318 - 9,845 21,584 22,603 9,241 16,553 82,144
Deferred tax (603) - (2,560) (5,612) (5877)  (2,403) (4,304) (21,359)
Total fair value adjustments 1,715 - 7,285 15,972 16,726 6,838 12,249 60,785
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5. Business Combinations (continued)

The provisional fair values of the assets and liabilities and the associated goodwill arising from the acquisitions are as follows:

£'000 Note CRC FL Murphx SpiriTel NEG Obit  Outsourcery Total
Intangible assets 17 2,318 = 9,845 32,728 22,603 9,241 16,553 93,288

Property, plant, equipment 18 - 45 330 814 49 - 1,575 2,813

Deferred tax asset 19 1 11 = 266 = = 293 571

Inventories - 81 - 397 - - 67 545

Trade and other receivables 48 5,897 1,106 12,199 1,293 861 3,292 24,696

Cash and cash equivalents 219 304 705 (886) 1,247 (26) 1,397 2,960

Trade and other payables (172) (7,131) (1,821) (14,239) (3,019 (1,424) (7,732)  (35,538)
Deferred and contingent

consideration - - = (4,368) = = - (4,368)
Deferred tax liability 19 (603) - (2,560) (8,489) (5,877) (2,403) (4,304) (24,236)
Net assets acquired 1,811 (793) 7,605 18,422 16,296 6,249 11,141 60,731

Goodwill 16 329 4,510 5,549 15,052 7,584 2,042 859 35,925
Purchase consideration 2,140 3,717 13,154 33,474 23,880 8,291 12,000 96,656

The goodwill is attributable to the cost synergies and cross-selling opportunities that are expected to be achieved from combining the

acquired customer bases and trade.

Included within trade and other receivables are trade debtors as follows:

£'000 CRC FL Murphx SpiriTel NEG Obit Outsourcery Total
Gross contractual
amounts receivable 41 1,271 652 3,705 802 1,485 2,442 10,398
Provision for non-collection (5) (502) (51) (171) (16) (787) (247) (1,779)
36 769 601 3,534 786 698 2,195 8,619

Cash flows arising from the acquisitions were as follows:
£'000 Note CRC FL Murphx SpiriTel NEG Obit  Outsourcery Total
Purchase consideration
settled in cash 2,140 3,717 4,800 33,474 23,813 3,001 10,889 81,834
Direct acquisition costs 8 84 83 272 578 303 240 383 1,943
Cash and cash equivalents
in acquiree (219) (304) (705) 886 (1,247) 26 (1,397) (2,960)
Cash outflow 2,005 3,496 4,367 34,938 22,869 3,267 9,875 80,817
The cash outflow is reconciled to the cash flow statement below:

Note £'000
Current year business combinations 80,817
Acquisition of minority interest 63
Prior period business combinations 5c (2,961)
Deferred consideration liabilities of acquired business combinations 612
Cash flow statement 78,531
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The deferred consideration relates to a liability from the SpiriTel acquisition in respect of a subsidiary acquired by SpiriTel before its
acquisition by the Group.

From the date of acquisition to 31 March 2011, the acquired businesses contributed the following revenues, adjusted EBITDA and net
profit before tax:

£'000 CRC FL Murphx SpiriTel NEG Obit Outsourcery Total
Revenue 2,020 21,816 10,656 12,832 4,884 2,845 - 55,053
Adjusted EBITDA 327 1,306 1,061 2,561 1,975 119 - 7,349
Net profit/(loss) before tax (626) 656 (950) (2,335) 780 (341) = (2,816)

If the acquisitions had occurred on 1 April 2010, the Group's revenue, adjusted EBITDA and loss for the year would be as follows:

£'000
Revenue 336,822
Adjusted EBITDA 54,697
Loss before tax (23,889)

b) Business Combinations after the Balance Sheet Date

On 15 April 2011 the Group acquired the trade and assets of Telinet Limited and certain trading assets of Ipitomi Limited for a cash
consideration of £15.4 million of which £3.0 million is being held in an escrow account subject to a working capital adjustment and the
assignment of customer contracts. The business supplies telephone systems, unified communications, connectivity, presence and
collaboration solutions to a mid-market customer base.

Net liabilities acquired were £0.2 million which will result in the recognition of provisional customer lists of £18.5 million, a deferred tax
liability of £4.8 million and goodwill of £1.8 million. The unaudited management accounts of the acquired assets for the 8 months ended
31 August 2010, showed revenues and gross profit of £15.8 million and £4.6 million respectively.

c) Business Combinations in the 15 Months to 31 March 2010

During the period ended 31 March 2010 the Group acquired Daisy Communications Limited (“Daisy”), Vialtus Holdings Limited
("Vialtus"”), the trade and assets of AT Communications Group plc (“ATC"), the trade and assets of the Eurotel business (“Eurotel”), the
telecommunications division of Redstone plc (“Redstone”), Managed Communications Limited (“MCL") and BNS Telecom Group plc
("BNS").

The following adjustments have been made to the purchase consideration and net assets acquired, during the year ended 31 March
2011:

£'000 Daisy Vialtus ATC Eurotel Redstone MCL BNS Total
Cash consideration = = = = = (338) = (338)
Decrease in total

purchase consideration - - - - - (338) - (338)
Trade and other receivables - (125) - = (188) = - (313)
Trade and other payables (50) 330 - = (250) (62) (80) (112)
Increase/(decrease) in

net assets acquired (50) 205 - - (438) (62) (80) (425)

Increase/(decrease) in goodwill 50 (205) - - 438 (276) 80 87
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5. Business Combinations (continued)

The reduction in consideration in respect of MCL arose from a refund from an escrow account which was not reflected in the original

estimate of consideration.

The cash flow arising from the business combinations is as follows:

£'000 Note Daisy ATC Eurotel Redstone MCL BNS Total
Cash consideration - - - (338) - (338)
Deferred/contingent

consideration (2,250) - (450) - 91 (2,609)
Direct acquisition costs 8 46 - - (74) 14 (14)
Cash outflow/(inflow) (2,204) - (450) (412) 105 (2,961)

Contingent consideration of £2.6 million was initially recognised on the acquisition of MCL. The consideration has been re-assessed to
be £1.1 million at 31 March 2011. The difference has been reflected in the income statement (see note 8) in accordance with IFRS 3

(revised).

The balance sheet at 31 March 2010 included contingent consideration receivable of £1.3 million in respect of ATC. £2.3 million has
been received during the year with a further £0.6 million payable after the year end. £0.4 million, being the adjustment to the original

assessment of contingent consideration, has been reflected within net exceptional costs (see note 8).

6. Disposal of Subsidiaries

a) Disposal of Subsidiaries in the Year ended 31 March 2011

On 27 April 2010 the Group disposed of its 50% shareholding in Network Business Call Limited for cash consideration of £0.1 million.

On 10 May 2010 the Group disposed of its 50% shareholding in Network Billing Services Limited for cash consideration of £0.2 million.

On 23 March 2011 the Group disposed of its 50% shareholding in Unitel Network Services Limited for cash consideration of £0.2 million.

The combined profit on disposal for the three disposals was determined as follows:

Note £'000

Property, plant and equipment 18 4
Trade and other receivables 637
Cash and cash equivalents 1,129
Trade and other payables (957)
813

Minority interest 31 (436)
Net assets 377
Profit on disposal 8 128
Total net consideration 505
Cash consideration 543
Fees directly attributable to the disposal (38)
Total net consideration 505
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The net cash outflow from the transactions was:
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£'000
Net consideration 505
Cash and cash equivalents (1,129)
Cash outflow (624)

During the year the subsidiaries contributed revenues of £1.3 million (2010: £2.1 million) and adjusted EBITDA and profit before tax of

£0.1 million (2010: £0.2 million).

b) Disposal of Subsidiaries in the 15 Months ended 31 March 2010

On 26 February 2010 the Company disposed of Freedom4 WiFi Limited to management for a nominal consideration satisfied in cash. At

the date of disposal the net assets of the company were:

Note £'000
Intangible assets 17 31
Property, plant and equipment 18 26
Trade and other receivables 37
Cash and cash equivalents 2
Trade and other payables (38)
Net assets 58
Loss on disposal 25 (52)
Total consideration satisfied by cash 6
7. Operating Loss
Operating loss has been arrived at after charging:
Year ended  Restated 15 months to 31 March 2010
31 March 2011
Continuing  Continuing Discontinued Total
Note £'000 £'000 £'000 £'000
Employee costs 9 41,841 31,588 244 31,832
Share-based payments 10,9 498 211 - 211
Property, plant and equipment:
loss on disposal 414 - - -
depreciation of owned assets 18 2,874 1,641 19 1,660
depreciation of leased assets 18 241 304 - 304
Intangible asset amortisation 17 42,397 20,506 34 20,540
Operating lease rentals:
Land and buildings 2,209 1,618 = 1,618
Other assets 6,484 1,626 - 1,626

57



Daisy Group plc Annual Report and Accounts 2011

Notes to the Consolidated Financial Statements
Continued

8. Net Exceptional Operating Costs

[tems that are material in size and non-operating or non-recurring in nature are presented as exceptional items in the income statement,
within the relevant account heading. The directors are of the opinion that the separate recording of exceptional items provides helpful
information about the Group'’s underlying business performance. Net exceptional operating costs are summarised below:

Restated

Year ended 15 months to

31 March 2011 31 March 2010

Note £'000 £'000

Employee related restructuring costs (i) 3,159 5,522
Other restructuring costs (ii) 7,019 6,105

Negative goodwill - (6,184)
Re-measurement of contingent consideration 5c (1,869) -
Disposal of subsidiary undertakings 6 (128) -
Costs directly relating to acquisitions (i) 2,213 3,848
10,394 9,291

(i) Employee related restructuring principally relates to redundancy costs together with £0.9 million of integration bonuses.

(i) Included within other restructuring costs is £1.3 million relating to an onerous property lease in respect of BNS Telecom Limited,
which was acquired in February 2010. It also includes £2.0 million in respect of an agreement to extract the Group from an onerous

contractual commitment within Vialtus Solutions Limited, which was acquired in July 2009.

(iii) Costs directly relating to acquisitions were previously included within the purchase consideration of a business combination whereas
under IFRS 3 (revised) they are recognised in the income statement. The Group has opted to restate the comparative period as detailed

in note 37. The charge can be reconciled to note 5, business combinations, as follows:

Restated
Year ended 15 months to
31 March 2011 31 March 2010
Note £'000 £'000
Business combinations
current period 5 1,943 3,848
prior period 5 (14) -
post year end 190 -
Acquisition of customer list 17 94 =
2,213 3,848
9. Employee Costs and Directors’ Remuneration
Restated
Year ended 15 months to
31 March 2011 31 March 2010
Note £'000 £'000
Wages and salaries 38,199 28,524
Social security costs 3,445 3,028
Share-based payment costs 10 498 211
Pension costs 716 480
Staff costs capitalised (519) (200)
42,339 32,043
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In the prior period, staff costs capitalised included £1.1 million of bonuses which were conditional upon the successful restructure of the
Group. Following the adoption of IFRS 3 (revised), the prior period has been restated with these costs being recognised in the income

statement as detailed in note 37.

The average number of employees during the period was:

Year ended 15 months to

31 March 2011 31 March 2010

Number Number

Operations 597 244
Sales 300 171
Executive and administration 232 126
1,129 541

Due to the changes that have occurred during the current and prior period, employee numbers at the balance sheet date reflect a more
meaningful representation of the Group and are analysed as follows:

31 March 2011

31 March 2010

Number Number
Operations 835 459
Sales 324 322
Executive and administration 251 236
1,410 1,017
Included in the above is remuneration (including benefits in kind) for the directors as follows:
Year ended 31 March 2011 15 months to 31 March 2010
Salaries/ Salaries/ Compensation
fees/bonus Pension Total fees/bonus for loss of office Pension Total
£'000 £'000 £'000 £'000 £'000 £'000 £'000
Executive
P Dubens 502 - 502 431 - - 431
M Riley 1,084 90 1,174 570 - 37 607
A Riley 287 20 307 324 - 17 341
S Porter - - - 382 247 38 667
M Read - - - 411 132 15 558
1,873 110 1,983 2,118 379 107 2,604
Non-executive
C Kennedy 40 - 40 89 - - 89
| Butcher 33 - 33 27 - - 27
| McKenzie 40 - 40 46 - - 46
L Blackall 40 - 40 28 - - 28
153 - 153 190 - - 190

Social security costs in respect of the directors’ remuneration above were £0.3 million (2010: £0.4 million).

The figures above include bonuses totalling £0.9 million (2010: £nil) which were conditional upon the successful integration

of businesses during the year. The expense is included within net exceptional operating costs in the income statement.
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9. Employee Costs and Directors’ Remuneration (continued)

Directors’ beneficial shareholdings in the Company were:

31 March 2011

31 March 2010

2.0p ordinary 2.0p ordinary

shares shares

P Dubens 2,916,666 2,916,666
M Riley 61,318,610 61,218,610
C Kennedy 4,690 4,690
| Butcher* 50,000 50,000
A Riley 63,210 =
G Kirkwood** 19,941 -

*shareholding at date of resignation
**appointed as a director on 1 April

2011

The interest shown for Christina Kennedy is held by Project Consultants Limited, a company in which she holds a material interest.

Details of directors’ share options and share warrants are presented in note 10. Details of key management compensation disclosures

are presented in note 35.

10. Share-Based Payments

At 31 March 2011 there were the following share options and warrants outstanding over the ordinary share capital of the Company:

Number at

Number at

Recognised cost

Scheme 1 April 2010 Granted Forfeited Exercised 31 March 2011 £'000
(i) 10,500 - - - 10,500 -
(ii) 210,000 - - - 210,000 -
(iii) 84,000 - - - 84,000 -
(iv) 1,112,500 - - - 1,112,500 -
(v 584,796 - - - 584,796 -
(vi) 1,169,591 - - - 1,169,591 -
(vii) 3,862,500 - (683,000) (229,500) 2,950,000 306
(viii) 3,500,000 - - - 3,500,000 -
(ix) - 1,850,000 (550,000) - 1,300,000 141
() - 74,681 - - 74,681 13
(xi) - 588,848 (95,012) - 493,836 27
(xii) - 600,000 - - 600,000 11

10,533,887 3,113,529 (1,328,012) (229,500) 12,089,904 498

60



Daisy Group plc Annual Report and Accounts 2011

Scheme Type Exercise price Exercise period Performance criteria
(i) Unapproved 165p 29 Jan 2005 Exercisable at share price of 240p
share options to 28 Jan 2015
(ii) Share warrants 125p - Exercisable when the Group's EBITDA is positive
and the share price has reached 240p
(iii) Share warrants 155p - None
(iv) Share warrants 80p 3 July 2009 None
to 2 July 2016
(v) Share warrants 85.5p 3 Aug 2009 None
to 2 Aug 2012
(vi) Share warrants 85.5p 3 Aug 2009 None
to 2 Aug 2011
(vii) Unapproved 80p 30 Sept 2012 If EBITDA equals £56.25 million at 30 September 2012,
share options to 30 Sept 2019 75% will vest. If EBITDA reaches £75 million 100% will
vest with a straight line apportionment if EBITDA lies
between these values
(viii) Share awards 80p 1 July 2009 None
to 30 June 2016
(ix) Unapproved 80p 30 Sept 2012 As (vii)
share options to 30 Sept 2019
(x) Share awards - 22 Sept 2010 Continued employment until 31 March 2013 and the
to 31 Mar 2014 holding of a specified number of shares in the
Company until that date
(xi) SAYE scheme 81p 1 Oct 2010 Continued employment until the exercise date
to 30 Sept 2013
(xii) Unapproved 94p 15 Feb 2011 If the EBITDA for the NEG business for the 12 month

share options

to 30 June 2014

period ending 31 December 2013 is greater than the
adjusted EBITDA for the year ended 31 December 2010
by £2.35 million, 100% will vest.

The shares issued in respect of schemes (vii), (viii) and (ix) are held in the employee benefit trust (refer to note 30). The remuneration
committee determined that the employees who exercised their options during the year were “good leavers” in accordance with the
scheme rules. The recognised cost above is reconciled to the income statement as follows:

Year ended 15 months to

31 March 2011 31 March 2010

£'000 £'000

Share-based payment charges 498 211
Costs associated with the set up and administration of the schemes 56

554 211
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10. Share-Based Payments (continued)

The share options and warrants held by the directors in respect of the above schemes are:

Number at Number at Recognised cost

Scheme 1 April 2010 Granted 31 March 2011 £'000

P Dubens (viii) 1,000,000 - 1,000,000 -
M Riley (viii) 2,500,000 - 2,500,000 -
A Riley (vii) 650,000 - 650,000 66
A Riley (x) - 36,430 36,430 6
| McKenzie (iv) 112,500 - 112,500 -
G Kirkwood* (ix) 650,000 - 650,000 66
G Kirkwood* (x) - 13,661 13,661 2
4,912,500 50,091 4,962,591 140

*appointed as a director on 1 April 2011.

The fair value of services received in return for share options granted are measured by reference to the fair value of the share options
granted. The estimate of fair value of the services received is measured based on the Black-Scholes option pricing model.

The expected volatility is based on future volatility over the life of the award. The expected life is the average expected period to
exercise. The risk-free interest rate is the yield on zero-coupon UK government bonds of a term equal to the expected life of the
warrants or share option awards. Assumptions have been made to incorporate dividend yield and the effects of forfeiture using
anticipated leaver rates. The calculations assume that the performance criteria attaching to the options will be met in full.

The assumptions applied to options and warrants granted since 1 January 2009 are set out below:

(v) (vi)

(vii), (ix)

(iv), (viii) (x)

(xi) (xii)

Fair value per share 19.8p 17.0p
Exercise price 85.5p 85.5p
Expected share price volatility 49.5% 46.4%
Expected life 1 year 1.5 years
Expected dividend yield 0.0% 0.0%
Risk-free interest rate 0.86% 1.30%

30.3p 23.4p 101.0p
80.0p 80.0p nil
35.8% 35.0% 39.5%
3 years 3.5 years 2.5 years
0.0% 0.0% 0.0%
2.28% 2.74% 1.09%

33.1p 32.7p
81.5p 94.0p
39.5% 39.9%
3 years 3 years
0.0% 0.0%
1.09% 1.94%

11. Retirement Benefit Plans

The Group makes payments to defined contribution retirement benefit plans that are charged as an expense as they fall due. Payments

are made on the basis of a percentage of qualifying salary for certain employees to personal pension schemes.

The total charge to the income statement for the period is detailed in note 9. There were no overdue contributions payable at the
balance sheet date (2010: £nil).
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During the year, the Group obtained the following services from the Company’s auditor:

Year ended 15 months to
31 March 2011 31 March 2010
£'000 £'000
Fees payable to the Company's auditor for the audit of parent
company and consolidated financial statements 100 75
Fees payable to the Company's auditor for other services:
- Audit of Company's subsidiaries pursuant to legislation 200 75
- Tax services 57 152
- Other services 77 190
434 492
13. Finance Income and Costs
Year ended 15 months to 31 March 2010
31 March 2011
Continuing Continuing Discontinued Total
Note £'000 £'000 £'000 £'000
Finance income
Bank interest 101 64 - 64
Loan notes interest - 1,264 - 1,264
Interest from investment in joint venture 20 - 789 - 789
Other interest receivable 15 - - -
116 2,117 - 2,117
Finance costs
Bank loans and overdrafts 2,936 469 5 474
Finance leases 74 50 - 50
Discount on provisions 28 468 147 - 147
Discount on contingent consideration 577 - - -
Other interest payable - 105 - 105
4,055 771 5 776
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14. Income Tax

Year ended 15 months to
31 March 2011 31 March 2010
Note £'000 £'000
Current tax
UK corporation tax 1,585 115
Adjustments in respect of prior periods 444 47
2,029 162
Deferred tax
Origination and reversal of temporary differences - current period (7,097) (5,166)
Origination and reversal of temporary differences - prior period (1,162) -
Changes in tax rates (1,714) =
19 (9,973) (5,166)
Total tax credit (7,944) (5,004)
The credit for the year can be reconciled to the loss from the income statement as follows:
Restated
Year ended 15 months to
31 March 2011 31 March 2010
Note £'000 £'000
Loss before tax:
Continuing operations (19,746) (19,632)
Discontinued operations 25 4,177 (2,855)
(15,569) (22,487)
Loss before tax at 28% (2010: 28%) (4,359) (6,296)
Adjustment to opening deferred tax on change of tax rates (1,714) -
Adjustment for tax rate differences between current and deferred tax 242 -
Tax effect of non-deductible expenses / (non-taxable income) (135) 1,795
Tax effect of non-deductible amortisation of intangible assets 543 459
Adjustments to current tax charge in respect of prior periods 444 47
Adjustments to deferred tax credit in respect of prior periods (1,162) -
Group relief received for nil payment (1,210) -
Unrelieved tax losses arising in the period not recognised - 547
Negative goodwill arising on acquisition - (1,731)
Movement on unrecognised deferred tax (571) 785
Marginal tax rate adjustments (22) -
Recognition of previously unrecognised deferred tax - (610)
Total tax credit (7,944) (5,004)

A number of changes to the UK Corporation tax system were announced in the March 2011 budget statement to reduce the main rate
of corporation tax from 28 per cent to a proposed rate of 23 per cent by 1 April 2014. Legislation reducing the main rate of corporation
tax from 28 per cent to 26 per cent from 1 April 2011 was enacted by 29 March 2011. The impact on the income statement as a result
of this rate change is approximately £1.7 million credit, reflecting a reduction in the net deferred tax liabilities held on balance sheet.

The proposed further reductions of the main rate of corporation tax by 1 per cent per year to 23 per cent by 1 April 2014 are expected
to be enacted separately each year. The overall effect of the changes from 26 per cent to 23 per cent, if these applied to the deferred
tax balances at 31 March 2011, would be to reduce the deferred tax asset by approximately £1.4 million and deferred tax liabilities

by £5.6 million.
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15. (Loss)/Earnings Per Share

Basic earnings per share is calculated by dividing the (loss)/earnings attributable to ordinary shareholders by the weighted average
number of ordinary shares in issue during the period. The calculation of the statutory and adjusted basic and diluted earnings per

share is as follows:

Year ended
31 March 2011

Restated
15 months to
31 March 2010

Number Number
Number of shares: million million
Weighted average number of ordinary shares for
the purpose of basic (loss)/earnings per share 255 166
Dilution impact of share warrants and options 2 1
Diluted number of ordinary shares for the purpose of
diluted (loss)/earnings per share 257 167
Earnings: £'000 £'000
Loss after tax from continuing operations (11,802) (14,628)
Minority interest 62 150
Loss for the period attributable to equity holders
of the parent in respect of continuing operations (11,864) (14,778)
Profit/(loss) for the period attributable to equity holders
of the parent in respect of discontinued operations 4,177 (2,855)
Basic earnings/(loss) per share: pence pence
From continuing operations (4.65) (8.90)
From discontinued operations 1.64 (1.72)
(3.01) (10.62)
Diluted (loss)/earnings per share: pence pence
From continuing operations (4.65) (8.90)
From discontinued operations 1.63 (1.72)
(3.02) (10.62)
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15. (Loss)/Earnings Per Share (continued)

The adjusted basic and diluted earnings per share from continuing operations is calculated on the same share base after taking into
account the adjustments as described below:

Restated
Year ended 15 months to
31 March 2011 31 March 2010
Adjusted earnings £'000 £'000
Loss for the period attributable to equity holders of
the parent in respect of continuing operations (11,864) (14,778)
Add:

Net exceptional operating costs 10,394 9,291

Share-based payment costs 554 211

Amortisation of intangible assets (excluding software) 41,332 19,906

Income tax charge attributable to minority interests (33) 24
Less:

Income tax credit (7.,944) (5,004)
Adjusted earnings before tax 32,439 9,650
Tax on the above (7,460) (2,847)
Adjusted earnings for the period after tax 24,979 6,803
Adjusted earnings per share pence pence
Basic earnings per share based on adjusted earnings 9.80 4.10
Diluted earnings per share based on adjusted earnings 9.72 4.07

For periods where the Group was loss-making, dilution has no effect on loss per share.
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16. Goodwiill

Note £'000
Cost and net book amount
At 1 January 2009 -
Business combinations 58,830
At 31 March 2010 (Restated) 58,830
At 1 April 2010 58,830
Business combinations: 5
current year 35,925
acquisition of minority interest 40
prior period 87
At 31 March 2011 94,882

In accordance with IAS 36, goodwill is not amortised, but is reviewed annually for indications of impairment or more frequently if there

are indications that it may be impaired.

Gooduwill has been allocated to cash generating units (“CGU") as follows for impairment testing:

Restated

31 March 2011 31 March 2010

£'000 £'000

Daisy Retail 74,554 50,932
Daisy Wholesale 13,602 5,682
Daisy Distribution 6,726 2,216
94,882 58,830

Testing for impairment is performed by allocating goodwill to the relevant CGU and assessing the recoverable amount for each CGU
based on value in use calculations. These calculations use cash flow projections derived from the most recent three year financial plans
approved by the board. Revenue growth rates are based on past experience and management's expectation of future changes in the

Group's business and markets.

Cash flows beyond three years for the CGUs to which individually significant amounts of goodwill were allocated were extrapolated
using a 2.0% growth rate, which does not exceed the expected long-term growth rate in the United Kingdom, the principle market

of the Group.

Pre-tax discount rates of 10.0%, derived from the Group's weighted average cost of capital, have been used in discounting the projected
cash flows and calculating the terminal value at the end of year three. This discount rate reflects current market assessments of the time

value of money and the risks specific to the CGU or group of CGUs.

Based on the results of the current period impairment review, no impairment charges have been recognised by the Group in the year
ended 31 March 2011 (2010: £nil). 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 March 2011.
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17. Other Intangible Assets

Customer Computer Supplier
lists software relationships Licences Total

Note £'000 £'000 £'000 £'000 £'000
Cost
At 1 January 2009 85 - - - 85
Acquisitions through
business combinations 181,025 2,346 3,570 69 187,010
Additions 1,079 386 = = 1,465
Disposal of subsidiaries [ (85) = = = (85)
At 31 March 2010 182,104 2,732 3,570 69 188,475
At 1 April 2010 182,104 2,732 3,570 69 188,475
Acquisitions through
business combinations 5 93,209 - - 79 93,288
Additions 10,235 982 = 4 11,221
Disposals = = = (15) (15)
At 31 March 2011 285,548 3,714 3,570 137 292,969
Amortisation and impairment
At 1 January 2009 21 - - - 21
Amortisation for the period 7 18,691 600 1,238 11 20,540
Disposal of subsidiaries 6 (54) = = = (54)
At 31 March 2010 18,658 600 1,238 11 20,507
At 1 April 2010 18,658 600 1,238 11 20,507
Amortisation for the year 7 39,526 1,065 1,785 21 42,397
At 31 March 2011 58,184 1,665 3,023 32 62,904
Net book amount
At 1 January 2009 64 - - - 64
At 31 March 2010 163,446 2,132 2,332 58 167,968
At 31 March 2011 227,364 2,049 547 105 230,065

Customer list additions for the year include £8.1 million in respect of a customer base acquired from Telstra. £1.2 million of the total
cash consideration is included within current liabilities as deferred consideration at 31 March 2011. Other intangible additions can be
reconciled to the cash flow statement as follows:

Year ended 15 months to

31 March 2011 31 March 2010

Note £'000 £'000

Additions 11,221 1,465

Deferred consideration:

Current year additions (1,163) -

Prior period pre acquisition 637 -
Transaction fees 8 94

Cash outflow 10,789 1,465
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The prior period deferred consideration relates to payments for a customer base that Daisy Communications Limited acquired prior
to it becoming part of the Daisy Group.

All amortisation above is included within operating costs and is disclosed separately on the face of the income statement. Employee
costs totalling £0.5 million (2010: £0.2 million) have been capitalised within the computer software additions above.

18. Property, Plant and Equipment

Freehold Computers

land and Leasehold Network and office Motor

buildings improvements infrastructure equipment vehicles Total

Note £'000 £'000 £'000 £'000 £'000 £'000

Cost
At 1 January 2009 - 315 - 39 - 354
Additions - 20 363 449 14 846
Acquisitions through
business combinations 126 2,477 3,156 1,218 429 7,406
Disposal of subsidiaries 6 - = = (54) - (54)
At 31 March 2010 126 2,812 3,519 1,652 443 8,552
At 1 April 2010 126 2,812 3,519 1,652 443 8,552
Acquisitions through
business combinations 5 - - 101 2,630 82 2,813
Additions - 373 263 1,851 2 2,489
Disposals - - = (852) (301) (1,153)
Disposal of subsidiaries b - = = (4) - (4)
At 31 March 2011 126 3,185 3,883 5,277 226 12,697
Accumulated depreciation
At 1 January 2009 - 315 - 7 - 322
Charge for the period - 227 1,308 405 24 1,964
Disposal of subsidiaries 6 - = = (28) - (28)
At 31 March 2010 - 542 1,308 384 24 2,258
At 1 April 2010 - 542 1,308 384 24 2,258
Charge for the year - 330 1,014 1,597 174 3,115
Disposals - = = (425) (191) (616)
At 31 March 2011 - 872 2,322 1,556 7 4,757
Net book amount
At 1 January 2009 - - - 32 - 32
At 31 March 2010 126 2,270 2,211 1,268 419 6,294

At 31 March 2011 126 2,313 1,561 3,721 219 7,940
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18. Property, Plant and Equipment (continued)

Included within the figures are assets held under finance leases as follows:
31 March 2011

31 March 2010

Network Motor Network Motor
infrastructure  vehicles Total infrastructure vehicles Total
£'000 £'000 £'000 £'000 £'000 £'000
Cost 402 293 695 402 390 792
Accumulated depreciation (377) (168) (545) (283) (21) (304)
Net book amount 25 125 150 119 369 488

The motor vehicles are leased under hire purchase agreements with ownership of the asset falling to the Group at the end of the lease.
Lease terms are between 3 and 4 years. The network infrastructure lease terms are between 3 and 11 years.

The land and buildings were last revalued on 31 July 2009 by independent valuers. The depreciation expense is included within operating costs
and is disclosed separately on the face of the income statement. There were no capital commitments at the balance sheet date (2010: £nil).

19. Deferred Tax Assets and Liabilities

Depreciation
in excess of

Other capital allowances Tax loses Total
Note £'000 £'000 £'000 £'000
Deferred tax assets
At 1 January 2009 - - 18 18
Business combinations 468 5,447 4,767 10,682
Credit/(charge) for the period 14 829 499 (18) 1,310
Disposal of subsidiaries = - (18) (18)
At 31 March 2010 1,297 5,946 4,749 11,992
At 1 April 2010 1,297 5,946 4,749 11,992
Business combinations 5 13 390 168 57/
(Charge)/credit for the year 14 (839) 1,322 (824) (341)
At 31 March 2011 471 7,658 4,093 12,222
Intangible
assets
Note £'000
Deferred tax liabilities
At 1 January 2009 18
Business combinations 38,635
Disposal of subsidiaries (18)
Credit for the period 14 (3,856)
At 31 March 2010 34,779
At 1 April 2010 34,779
Business combinations 5 24,236
Credit for the year 14 (10,314)
At 31 March 2011 48,701

At 31 March 2011, there were unrelieved losses in the Group of approximately £58.1 million (2010: £42.0 million). The Group had a potential
deferred tax asset in relation to unrelieved losses, fixed asset timing differences and short term timing differences of £24.0 million (2010:
£19.8 million). The deferred tax asset has been recognised where, in the opinion of the directors, the Group is expected to make sufficient
profits against which these tax assets can be utilised in the future. This means that there is an unrecognised deferred tax asset at 31 March

2011 of £11.8 million (2010: £7.8 million).
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20. Investment in Joint Venture

During the prior period, the Group's interest in Freedom4 Limited was transferred to disposal groups classified as held for sale following
a decision to divest from the WiMAX wireless business.

Refer to note 25 for details of the disposal of the WiMAX licences.

Note £'000

At 1 January 2009 5,142
Cash injection 698
Share of attributable losses (2,468)
Interest receivable on loan 13 789
Share of share-based payment costs 31 62
Loss on joint venture (12)
Transfer to held for sale 25 4,211)
At 31 March 2010 and 31 March 2011 -
Year ended 15 months to
31 March 2011 31 March 2010
£'000 £'000

Revenue - 151
Share of loss - (2,468)
Loss on joint venture - (12)

21. Financial Instruments

21.1 Fair Values of Financial Assets and Liabilities

The Group’s principal financial instruments during the year comprised cash, cash equivalents and borrowings. Other financial assets and
liabilities, such as trade receivables, net investments in finance leases and trade and other payables, arise directly from the Group's operating
activities. The difference between the carrying value and the fair value of these financial instruments is not material.

The following summarises the major methods and assumptions used in estimating the fair values of financial instruments:

a) Floating Rate Borrowings
The fair value of floating rate borrowings approximates to carrying value because interest rates are at floating rates where repayments are
reset to market rates at intervals of less than one year.

b) Fixed Rate Borrowings
The fair value of fixed rate borrowings, namely the finance lease and the hire purchase obligations, are estimated by discounting the future
contracted cash flow using appropriate interest rates to net present value.

c) Trade and other Receivables, Trade and other Payables and Cash

For these items with a remaining life of less than one year, the notional amount is deemed to reflect the fair value as a result of the short term
maturity of these instruments.
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21. Financial Instruments (continued)

21.2 Financial Risk Management

The Group's activities expose it to a variety of financial risks including interest rate risk, liquidity risk and credit risk. Exposure to foreign
currency risk is minimal as the Group's borrowings at variable and fixed rates were denominated in sterling. No foreign exchange
contracts were entered into in the current year as the Group has no direct material foreign exchange exposure.

The Group's overall risk management programme focuses on the unpredictability of financial markets and seeks to ensure sufficient
liquidity is available to meet its foreseeable needs and to invest cash assets safely and profitably.

The Group regularly reviews its exposure to these risks and, where appropriate, will take action to minimise the impact of these risks on
the business. The directors have not delegated the responsibility of monitoring financial risk management to a sub-committee of the
board. The Group’s finance department implements the policies set by the board, with clearly defined authority and approval limits.

In accordance with its policy, the Group does not hold or use derivative financial instruments for trading or speculative purposes. Such
instruments are only used on occasion to manage the risks arising from operating or financial assets or liabilities or highly probable
future transactions.

a) Interest Rate Risk

Interest rate risk comprises both the interest rate price risk that results from borrowing at fixed rates of interest and also the interest
cash flow risk that results from borrowing at variable rates. Whilst floating rate borrowings are not exposed to changes in fair value, the
Group is exposed to cash flow risk as costs increase if market rates rise.

To manage this risk, the Group enters into interest rate cap agreements with other parties to generate the desired interest profile, in
which the Group will be compensated if interest rates rise above an agreed rate calculated by reference to an agreed-upon notional
principal. At the year end 53% (2010: nil%) of the Group's borrowings were covered by an interest rate cap agreement.

The Group holds cash balances which are subject to floating rates of interest. Whilst the rates of interest inherent in net investments in
finance lease receivables are variable dependent on the credit worthiness of the end customer, once contracts are entered into the rate
is fixed and there is no further exposure to interest rate changes.

At 31 March 2011 it is estimated that a movement of one percentage point in interest rates, which represents management’s
assessment of a reasonably possible change, with all other variables remaining constant, would impact the Group's profit before tax by
approximately £0.4 million (2010: £0.1 million).

b) Credit Risk

Credit risk arises because a counter party may fail to perform its obligations. The Group is exposed to credit risk on financial assets such
as cash balances, net investments in finance leases and trade and other receivables. The Group's credit risk is primarily attributable to its
trade receivables. The amounts recognised in the balance sheet are net of appropriate allowances for doubtful receivables, estimated
by the Group’s management based on prior experience and their assessment of the current economic environment. Appropriate credit
checks are undertaken on all potential customers before new contracts are accepted. Individual exposures are monitored with
customers subject to credit limits to ensure the Group's exposure to bad debts is minimised. The Group's customers are spread across a
wide range of industry and service sectors and consequently the Group is not exposed to material concentrations of credit risk on its
trade receivables.

Credit risk associated with cash balances and funding to purchase leased vehicles is managed by transacting with financial institutions
with high quality credit ratings. Accordingly the Group’s associated credit risk is deemed to be limited. All institutions utilised by the

Group require the advance approval of the board.

The carrying amount of financial assets represents the maximum credit exposure at the balance sheet date. See note 23 for further
information on trade receivables and net investment in finance leases.
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Liquidity risk represents the risk that the Group will not be able to meet its financial obligations as they fall due. The Group's approach
to managing this risk is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both
normal and stressed conditions, without incurring unacceptable losses or risking damage to the Group's reputation. The Group actively
forecasts, manages and reports its working capital requirements on a regular basis to ensure that it has sufficient funds for its

operations. Significant items of capital expenditure require prior approval by the board.

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 disclosed in the table are the gross

contractual undiscounted cash flows.

31 March 2011

Gross cash outflows

Within Between After
1 year 1 and 5 years 5 years Discounting  Carrying value
Note £'000 £'000 £'000 £'000 £'000
Floating rate
Bank borrowings 27 3,501 97,884 = (7,885) 93,500
Fixed rate
Finance lease obligations 27 387 108 = (57) 438
Other
Onerous lease provisions 28 860 2,611 1,625 (1,507) 3,589
4,748 100,603 1,625 (9,449) 97,527
31 March 2010 Gross cash outflows
Within Between After
1 year 1 and 5 years 5 years Discounting  Carrying value
Note £'000 £'000 £'000 £'000 £'000
Floating rate
Bank borrowings 27 11,435 - = (296) 11,139
Bank overdrafts 27 16,637 = = (531) 16,106
Fixed rate
Finance lease obligations 27 726 560 - (209) 1,077
Other
Onerous lease provisions 28 997 1,602 1,417 (1,114) 2,902
29,795 2,162 1,417 (2,150) 31,224
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21. Financial Instruments (continued)

d) Capital Risk Management

The Group is subject to the risk that its capital structure will not be sufficient to support the growth of the business. The Group's
objectives when managing capital are to safeguard the Group's ability to continue as a going concern in order to provide returns for
shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital. There were
no changes to the Group's approach to capital management during the year.

The banking facilities have a requirement for the Group to comply with certain covenant ratios including net debt to adjusted EBITDA
and interest cover. The Group has met all covenant tests to date.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders, return capital
to shareholders, issue new shares or sell assets to reduce debt.

The board encourages employees to hold shares in the Company through the use of share option schemes. Full details are provided
in note 10.

Consistent with industry practice, the Group monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt
divided by total capital. Net debt is calculated as current and non-current borrowings (excluding unamortised fees) less cash and
cash equivalents. Total capital is calculated as equity as disclosed in the consolidated balance sheet plus net debt as defined above.
The gearing ratios were as follows:

Restated
31 March 2011 31 March 2010
Note £'000 £'000
Total borrowings* 27 93,938 28,456
Less: cash and cash equivalents 24 (27,767) (20,034)
Net debt 66,171 8,422
Total equity 168,444 175,846
Total capital 234,615 184,268
Gearing ratio 28.2% 4.6%
*excludes unamortised bank borrowing fees of £2.2 million (2010: £0.1 million).
The gearing ratio has increased due to the bank facilities introduced during the year as described in note 27.
22. Inventories
31 March 2011 31 March 2010
£'000 £'000
Materials to be used in the rendering of services 807 476
Inventory held for resale 1,537 812
2,344 1,288

The cost of inventories recognised as an expense during the year and included in cost of sales amounted to £12.2 million (2010: £5.0
million). There are no significant balances held at net realisable value (2010: £nil).
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23. Trade and Other Receivables

31 March 2011

31 March 2010

£'000 £'000

Trade receivables 27,507 20,741
Less: provision for impairment of trade receivables (2,315) (1,662)
Net trade receivables 25,192 19,079
Net investment in finance leases 976 1,121
Prepayments and accrued income 31,560 16,019
Other receivables 442 3,412
58,170 39,631

The directors consider that the carrying amount of trade and other receivables approximates to their fair value.

Prepayments and accrued income of £nil (2010: £0.1 million) and other receivables of £0.1 million (2010: £0.1 million) are classified as
non-current; all remaining trade and other receivables are due within one year from the end of the reporting period. All trade and other

receivables are denominated in sterling.

Excluding trade receivables and the Group's net investment in finance leases, the other classes of receivable disclosed within trade and

other receivables do not contain impaired assets.

a) Trade Receivables
The ageing of trade receivables and associated provisions for impairment are shown below:

31 March 2011

31 March 2010

£'000 £'000
Not due 10,632 10,351
0 to 30 days overdue 7,247 4,372
31 to 90 days overdue 4,590 3,437
Greater than 90 days overdue 5,038 2,581
27,507 20,741
Provision for impairment of trade receivables (2,315) (1,662)
25,192 19,079
Movements on the provision for impairment of trade receivables are as follows:

£'000

At 1 January 2009 -
Provision for impairment 1,662
At 31 March 2010 1,662
At 1 April 2010 1,662
Trade receivables written off (472)
Provision for impairment 1,125
At 31 March 2011 2,315

The creation of provisions for impaired receivables has been included within operating costs in the income statement.
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23. Trade and Other Receivables (continued)

b) Net Investment in Finance Leases
The leasing portfolio of the Group's customer financing operations comprises financing of products related to its product offerings.
The term of the contract stock is approximately 70 months. All contracts carry a fixed interest rate and include renewal options.

At the balance sheet date, the gross investment and present value (“PV") of receivables relating to future minimum lease payments
under non-cancellable finance lease agreements were as follows:

31 March 2011 31 March 2010
Gross PV of future minimum Gross PV of future minimum
investment lease payments investment lease payments
£'000 £'000 £'000 £'000
Expected maturity
Within 1 year 533 251 568 377
Between 1 and 5 years 1,555 1,111 2,095 1,354
Greater than 5 years - - 45 27
2,088 1,362 2,708 1,758
Provision - (386) = (637)
2,088 976 2,708 1,121
Analysed as:
Current 533 251 568 377
Non-current 1,555 725 2,140 744
2,088 976 2,708 1,121

At 31 March 2011, the gross investment in finance lease receivables of £2.1 million (2010: £2.7 million) includes unearned interest of £0.7
million (2010: £1.0 million).

24. Cash and Cash Equivalents

31 March 2011 31 March 2010
£'000 £'000
Cash at bank and in hand 27,767 20,034

Cash and cash equivalents are held in current accounts, money market accounts and no notice deposit accounts.

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

31 March 2011 31 March 2010

Note £'000 £'000

Cash and cash equivalents 27,767 20,034
Bank overdrafts 27 (16,106)

27,767 3,928
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25. Disposal Groups Classified as Held for Sale and Discontinued Operations

a) Disposal Groups Classified as Held for Sale

Note £'000
At 1 January 2009 -
Transfer from investments in joint ventures 20 4,211
Intercompany funding 680
At 31 March 2010 4,891
At 1 April 2010 4,891
Intercompany funding 1,114
Provision for further funding 2,210
Disposal of operations (8,215)

At 31 March 2011 -

During the year the Group disposed of its WiMAX spectrum licences, which were held by the subsidiary undertakings of Freedom4
Limited, for a cash consideration of £12.5 million. At 31 March 2011 the trade had ceased. Funding by the Group during the year,
together with a provision for further funding has resulted in a profit on disposal as follows:

£'000
Proceeds 12,500
Less:
Costs associated with the disposal (108)
Disposal of operations (8,215)
Profit on disposal 4,177

The provision for further funding includes an estimated £1.3 million corporation tax liability.

b) Discontiued Operations
Discontinued operations comprise Freedom4 Limited, its subsidiary undertakings and Freedom4 WiFi Limited which was sold in the
prior period as detailed in note 6.

Year ended 15 months to

31 March 2011 31 March 2010

Note £'000 £'000

Revenue - 82
Expenses - (405)
Share of losses of joint venture - (2,480)
Loss after tax of discontinued operations - (2,803)
Profit/(loss) on disposal 6 4,177 (52)
Profit/(loss) for the period from discontinued operations 4,177 (2,855)

The information presented in the consolidated cash flow statement is the total cash flow arising from the Group's operations. Cash flow
in respect of discontinued operations is as follows:

Year ended 15 months to

31 March 2011 31 March 2010

£'000 £'000

Net cash used in operating activities - (3)
Net cash generated/(used) in investing activities 11,278 (1,378)
11,278 (1,381)

77



Daisy Group plc Annual Report and Accounts 2011

Notes to the Consolidated Financial Statements

Continued

26. Trade and Other Payables

31 March 2011

31 March 2010

£'000 £'000

Trade payables 40,729 27,407
Accruals and deferred income 50,106 30,721
Social security and other taxes 4,969 2,907
Deferred consideration 4,256 695
Contingent consideration 18,204 1,000
Other payables 345 975
118,609 63,705

27. Borrowings

31 March 2011

31 March 2010

Note £'000 £'000
Non-current
Bank borrowings 21 93,500 -
Unamortised fees associated with bank borrowings (2,172) -
Finance lease liabilities 21 93 451
91,421 451
Current
Bank overdrafts 24,21 - 16,106
Bank borrowings 21 - 11,273
Unamortised fees associated with bank borrowings - (134)
Finance lease liabilities 21 345 626
345 27,871

The carrying value of the Group's external borrowings, which consist of floating rate and fixed rate borrowings, approximates to fair

value. All of the Group's borrowings are denominated in sterling.

a) Bank Facilities

During the year the Group entered into a floating rate revolving credit facility for £100.0 million together with a £15.0 million floating
rate term loan. The facilities expire on 30 June 2013 and are syndicated by Yorkshire Bank, HSBC Bank plc, Lloyds TSB Bank plc and
Barclays Bank plc. Both facilities are secured by way of a charge over shares in the Group'’s subsidiary undertakings. The facilities have
principally been arranged to refinance the existing indebtedness of the Group and to fund investment in new acquisitions. Interest on
the facilities is being charged at floating rates of interest of 2.75% above LIBOR as that rate fluctuates.

Covenants based on leverage and interest cover are tested on a quarterly basis. The Group has passed all covenant tests to date.

The Group has entered into derivative transactions in the form of interest rate cap arrangements. The purpose of this is to manage the
interest rate risk arising from the Group's operations and its sources of finance. Further details of the interest rate cap can be found in

note 21.

The Group had £21.5 million of unutilised bank borrowing facilities at 31 March 2011 (2010: £nil). At the balance sheet date the Group
also had a £10.0 million overdraft facility for working capital purposes which expired on 30 April 2011. None of the facility was utilised at

the year end (2010: £3.9 million unutilised overdraft facility).
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b) Finance Lease Liabilities
Amounts due under finance leases and hire purchase contracts are payable as follows:

31 March 2011

31 March 2010

£'000 £'000
Gross finance lease liabilities - minimum lease payments
Within 1 year 387 726
Between 1 and 5 years 108 560
495 1,286
Future finance charges on finance leases (57) (209)
Present value of finance lease liabilities 438 1,077
The present value of finance lease liabilities is as follows:
Within 1 year 345 626
Between 1 and 5 years 93 451
438 1,077
Lease liabilities are effectively secured as the rights to the leased asset revert to the lessor in the event of default.
28. Provisions
Note £'000
At 1 January 2009 -
Provision arising from business combinations 3,329
Utilised during the period (754)
New provision created 180
Unwinding of discount 13 147
At 31 March 2010 21 2,902
At 1 April 2010 2,902
Utilised during the year (1,002)
Release of provisions no longer required (87)
New provision created 1,308
Unwinding of discount 13 468
At 31 March 2011 21 3,589
31 March 2011 31 March 2010
£'000 £'000
Non-current 2,774 1,905
Current 815 997
3,589 2,902

The Group has a number of vacant and partly sub-let leasehold properties, with the head leases expiring before May 2022. Provision
of £3.3 million (2010: £2.1 million) has been made for the residual lease commitments together with other outgoings, after taking into

account existing sub-tenant arrangements and assumptions relating to later periods of vacancy.

In addition the Group has an onerous lease provision of £0.3 million (2010: £0.8 million) in respect of network infrastructure leases which

expire before March 2017.

The provisions are discounted using the Group's weighted average cost of capital.
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29. Other Non-current Liabilities

31 March 2011

31 March 2010

Note £'000 £'000
Contingent consideration 5 - 2,600
Deferred consideration - 525
Deferred income 615 1,038
Other payables - 600
615 4,763
30. Share Capital, Share Premium and Merger Reserve
Number of Par Share Share Merger
shares value capital premium reserve
Note £'000 £'000 £'000
At 1 January 2009 1,076,006,457 0.1p 1,076 8,286 -
Cancellation of treasury shares 31 (41,138,559) 0.1p 41) (696) -
Share consolidation (983,124,503) 2.0p = = =
Share issue - acquisitions 100,000,000 2.0p 2,000 - 83,500
Share issue - capital raise 103,750,000 2.0p 2,075 80,925 =
Costs associated with share issue - = - (4,502) -
Share issue to the employee benefit trust 10,31 7,550,000 2.0p 151 2,730 =
At 31 March 2010 263,043,395 2.0p 5,261 86,743 83,500
At 1 April 2010 263,043,395 2.0p 5,261 86,743 83,500
Share issue to the employee benefit trust 31 1,662,500 2.0p 33 1,297 -
At 31 March 2011 264,705,895 2.0p 5,294 88,040 83,500
31. Retained Earnings, Other Reserves and Minority Interests Other reserves
Treasury Capital
Retained Minority shares redemption
earnings interests reserve reserve Total
Note £'000 £'000 £'000 £'000 £'000
At 1 January 2009 17,539 - (737) 1,490 753
Cancellation of treasury shares 30 - - 737 - 737
Share-based payments
- employee remuneration 10 211 - - - -
- business combination 810 - - - -
Share of joint venture share-based payments 20 62 - - - -
Share issue to the employee benefit trust 30 (2,881) = - = -
Business combinations - 594 - - -
(Loss)/profit for the period (17,633) 150 - = =
At 31 March 2010 (Restated) (1,892) 744 - 1,490 1,490
At 1 April 2010 (1,892) 744 - 1,490 1,490
Share-based payments 10 498 - - - -
Share issue to the employee benefit trust 30 (1,330) = - = =
Shares exercised from the employee benefit trust 10 184 - - - -
Disposal of subsidiary undertakings 6 - (436) - - -
Business combinations 5 - (23) - - -
(Loss)/profit for the year (7,687) 62 - = =
At 31 March 2011 (10,227) 347 - 1,490 1,490
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Restated
fifteen-month

Year ended period ended
31 March 2011 31 March 2010
Note £'000 £'000
Loss for the period (7,625) (17,483)
(Profit)/loss from disposal of discontinued operations 25 (4,177) 52
Income tax credit 14 (7,944) (5,004)
Loss arising on joint venture 20 - 12
Interest receivable 13 (116) (2,117)
Interest payable 13 4,055 776
Operating loss (15,807) (23,764)
Adjustments for:
Depreciation charge 18 3,115 1,964
Share of loss of joint venture 20 - 2,468
Direct acquisition costs 8 2,213 3,848
Re-measurement of contingent consideration 8 (1,869) -
Amortisation of intangible assets 17 42,397 20,540
Negative goodwill 8 - (6,184)
Profit on disposal of subsidiary undertakings 8 (128) -
Loss on sale of property, plant and equipment 7 414 -
Share-based payment costs 10 498 211
Operating cash flows before movements in working capital 30,833 (917)
(Increase)/decrease in inventories (510) 598
Decrease/(increase) in receivables 2,456 (2,992
(Decrease)/increase in payables (3,278) 2,321
Increase/(decrease) in provisions 219 (579)
Cash generated/(used) from operations 29,720 (1,569)
Interest element of finance lease repayments (74) (50)
Income taxes (paid)/received (1,897) 20
Net cash generated/(used) from operating activities 27,749 (1,599)
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33. Commitments

a) Operating Lease Commitments
The Group has operating leases for its office buildings, data centres, network infrastructure and motor vehicles. The future aggregate
minimum lease payments under non-cancellable operating leases are as follows:

31 March 2011 Network Motor
Offices Data centres infrastructure vehicles Total
£'000 £'000 £'000 £'000 £'000
No later than 1 year 2,203 1,135 739 622 4,699
Between 1 and 5 years 4,624 3,597 253 420 8,894
Later than 5 years 2,236 = 81 - 2,317
9,063 4,732 1,073 1,042 15,910

31 March 2010 Network Motor
Offices Data centres infrastructure vehicles Total
£'000 £'000 £'000 £'000 £'000
No later than 1 year 1,393 1,082 1,306 802 4,583
Between 1 and 5 years 5,280 4,330 314 816 10,740
Later than 5 years 3,829 1,509 786 - 6,124
10,502 6,921 2,406 1,618 21,447

b) Capital Commitments
The Group had no capital commitments at the balance sheet date (2010: £nil).

34. Contingencies

The Group has contingent liabilities for legal and other claims arising in the ordinary course of business from which it is not anticipated
that any material liabilities will arise.

The Group has contingent consideration liabilities in respect of the acquisitions of Murphx, Obit, MCL as detailed in note 5. Additional
cash consideration could be payable by the Group if the future performance of these businesses exceeds expectations during the earn-
out periods.

35. Related-Party Transactions
a) Directors

The Company and its subsidiaries had the following transactions with companies in which Peter Dubens, executive chairman of the
Company, is a director:

Company Revenue Expenses
Year ended 15 months to Year ended 15 months to
31 March 2011 31 March 2010 31 March 2011 31 March 2010
£'000 £'000 £'000 £'000
GX Networks Limited - - 22 31
Host Europe Group Limited - 1,264 - -
Oakley Capital Investments Limited - - - 41
QOakley Capital Limited - 100 -

- 1,264 122 72
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Expenses

Year ended 15 months to Year ended 15 months to
31 March 2011 31 March 2010 31 March 2011 31 March 2010
£'000 £'000 £'000 £'000
365 Media 330 226 - =
GX Networks Limited - 22 483 993
Host Europe GmbH 78 146 - 34
Oakley Capital Limited 36 42 - -
444 436 483 1,027

Company Receivable Payable
31 March 2011 31 March 2010 31 March 2011 31 March 2010
£'000 £'000 £'000 £'000
GX Networks Limited - = - b
- - - 6

Subsidiaries Receivable Payable

31 March 2011

31 March 2010

31 March 2011

31 March 2010

£'000 £'000 £'000 £'000

365 Media - 8 - -
GX Networks Limited - - 654 153
Host Europe GmbH - 60 - -
Oakley Capital Limited - 12 - =
- 80 654 153

Laurence Blackall, non-executive director of the Company, is also a director of Oakley Capital Investments Limited.

b) Key Management Compensation

Key management consists of executive and non-executive directors, the corporate development director (Steve Smith) and the chief
operating officer (Gareth Kirkwood) who are employed by the parent company. Gareth Kirkwood was appointed as an executive

director on 1 April 2011.

The compensation paid or payable to the executive and non-executive directors for employee services is presented in note 9.

The compensation paid or payable to the corporate development director and the chief operating officer for the period ended

31 March 2011 for employee services consists of salary and other short term benefits of £456,000 (2010: £403,000), post-employment
benefits of £57,000 (2010: £19,000) and share-based payment costs of £137,000 (2010: £66,000). Social security costs in respect of this
remuneration were £57,000 (2010: £51,000).
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36. Events after the Balance Sheet Date

On 15 April 2011 the Group acquired the trade and assets of Telinet Limited and certain trading assets of Ipitomi Limited. Further
details of the acquisition can be found in note 5b.

There are no other significant post-balance sheet events affecting the Group since 31 March 2011.

37. Prior Period Adjustment

The Group has opted to restate the comparative information in respect of IFRS 3 (revised). Consequently direct costs relating
to business combinations have been recognised in the income statement as opposed to being included in the cost of acquisition.
The impact on the balance sheet, income statement and cash flow statement is shown below:

Consolidated Income Statement Reported Adjustment Restated
£'000 £'000 £'000
Revenue 134,355 - 134,355
Cost of sales (82,779) = (82,779)
Gross profit 51,576 - 51,576
Operating costs (69,099) (3,455) (72,554)
Operating loss (17,523) (3,455) (20,978)
Adjusted EBITDA 10,975 - 10,975
Amortisation of intangible assets (20,506) - (20,506)
Depreciation (1,945) - (1,945)
Net exceptional operating costs (5,836) (3,455) (9,291)
Share-based payment costs (211) - (211)
Operating loss (17,523) (3,455) (20,978)
Finance income 2,117 - 2,117
Finance costs (771) - (771)
Net finance income 1,346 = 1,346
Loss before tax (16,177) (3,455) (19,632)
Income tax credit 5,004 - 5,004
Loss from continuing operations (11,173) (3,455) (14,628)
Loss from discontinued operations (2,855) - (2,855)
Loss after tax (14,028) (3,455) (17,483)
Attributable to:
Equity shareholders of the parent (14,178) (3,455) (17,633)
Minority interests 150 - 150
Loss after tax (14,028) (3,455) (17,483)

Loss per share (pence):
Basic loss per share:

From continuing operations (6.82) (2.08) (8.90)

From discontinued operations (1.72) - (1.72)
(8.54) (2.08) (10.62)

Diluted loss per share:

From continuing operations (6.82) (2.08) (8.90)

From discontinued operations (1.72) (1.72)

(8.54) (2.08_) (10.62)
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Consolidated Balance Sheet Reported Adjustment Restated
£'000 £'000 £'000
Assets
Non-current assets
Goodwill 62,285 (3,455) 58,830
Other intangible assets 167,968 - 167,968
Property, plant and equipment 6,294 - 6,294
Deferred tax asset 11,992 = 11,992
248,539 (3,455) 245,084
Current assets
Inventories 1,288 - 1,288
Trade and other receivables 39,631 - 39,631
Cash and cash equivalents 20,034 - 20,034
60,953 - 60,953
Disposal groups classified as held for sale 4,891 - 4,891
65,844 - 65,844
Liabilities
Current liabilities
Trade and other payables (63,705) - (63,705)
Current tax liability 611) - (611)
Borrowings (27,871) - (27,871)
Provisions (997) - (997)
(93,184) - (93,184)
Net current liabilities (27,340) - (27,340)
Non-current liabilities
Borrowings (451) - (451)
Provisions (1,905) - (1,905)
Deferred tax liability (34,779) - (34,779)
Other non-current liabilities (4,763) - (4,763)
(41,898) = (41,898)
Net Assets 179,301 (3,455) 175,846
Equity attributable to the equity
holders of the parent
Share capital 5,261 - 5,261
Share premium reserve 86,743 - 86,743
Share merger reserve 83,500 - 83,500
Other reserves 1,490 - 1,490
Retained earnings 1,563 (3,455) (1,892)
178,557 (3,455) 175,102
Minority interests 744 - 744
Total Equity 179,301 (3,455) 175,846

The accounting policy change has no impact on the balance sheet at 1 January 2009 and therefore the balance sheet at that date has

not been shown.
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37. Prior Period Adjustment (continued)

Consolidated Cash Flow Statement Reported Adjustment Restated
£'000 £'000 £'000
Net cash (used)/generated from operating activities (2,096) 497 (1,599)
Cash flows from investing activities
Business combinations, net of cash acquired (90,499) - (90,499)
Payment to acquire intangible assets (1,465) - (1,465)
Investment in discontinued operations/joint venture (1,378) - (1,378)
Purchase of property, plant and equipment (846) - (846)
Proceeds from sale of subsidiaries 4 - 4
Proceeds from redemption of loan note 17,500 - 17,500
Interest received 2,408 - 2,408
Net cash used in investing activities (74,276) - (74,276)
Cash flows from financing activities
Proceeds from issuance of ordinary shares 78,498 - 78,498
Repayment of borrowings (2,567) - (2,567)
Interest paid = (497) (497)
Payment of finance lease liabilities (226) - (226)
Net cash generated/(used) from financing activities 75,705 (497) 75,208
Net decrease in cash and cash equivalents (667) - (667)
Cash and cash equivalents at the start of the period 4,595 - 4,595
Cash and cash equivalents at the end of the period 3,928 - 3,928

IFRS3 (Revised) has had no impact on the cash flow statement.

Interest paid has been re-classed from operating activities to financing activities due to the increase in bank borrowing that has

occurred during the year.
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At 31 March 2011 the Company had interests in the following subsidiary companies. To avoid a disclosure of excessive length, dormant

and non-trading subsidiaries have been excluded:

% of ordinary

Country of Nature of shares held
Name incorporation business by the Group
3G Comms Limited UK Telecommunications services 100%
Aerofone (UK) Limited UK Telecommunications services 100%
Anglia Telecom Centres Limited UK Mobile distribution services 100%
BDR Mobiles Limited UK Telecommunications services 50%
BNS Telecom Group Limited* UK Intermediate holding company 100%
BNS Telecom Limited UK Telecommunications services 100%
Cole Robert & Co Limited UK Telecommunications services 100%
Compulink Information Exchange Limited UK Managed and data solutions services 100%
Daisy Communications Limited* UK Telecommunications services 100%
Daisy Mobile Holdings Limited UK Intermediate holding company 100%
Daisy Telecoms Limited* UK Telecommunications services 100%
Daisy Wholesale Limited* UK Telecommunications services 100%
Faultbasic Limited UK Telecommunications licence holder 97.2%
Fenix Networks Limited UK Telecommunications services 50%
Fone Logistics Limited UK Mobile distribution services 100%
Freedom4 Access Limited UK Telecommunications licence holder 97.2%
Freedom4 Limited* UK Wireless telecommunications services 97.2%
IP Integration Services Limited UK Telecommunications services 100%
Managed Communications Limited* UK Telecommunications services 100%
Modus Telecom Limited UK Telecommunications services 98%
Murphx Innovative Solutions Limited UK Telecommunications services 100%
Network Europe Group Limited UK Telecommunications services 100%
NT Independent Networks Limited UK Telecommunications services 50%
O-Bit Telecom Limited UK Telecommunications services 100%
Open Link Technology Limited UK Telecommunications services 50%
Outsourcery Limited UK Telecommunications services 100%
SpiriTel IP Communications Limited UK Telecommunications services 100%
SpiriTel Limited UK Intermediate holding company 100%
SpiriTel Mobile Limited UK Telecommunications services 100%
SpiriTel Network Services Limited UK Telecommunications services 100%
SpiriTel Networks (London) Limited UK Telecommunications services 100%
SpiriTel Networks Limited UK Telecommunications services 100%
Symphony Telecom Limited UK Intermediate holding company 100%
Vialtus Holdings Limited UK Intermediate holding company 100%
Vialtus Solutions Limited UK Managed and data solutions services 100%
XTML Limited UK Managed and data solutions services 100%

*direct subsidiary of the Company at 31 March 2011

All companies have been included in the consolidation.

Refer to note C5 of the Company financial statements for details of the Company’s holdings in subsidiaries.
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Company Balance Sheet

31 March 2011

31 March 2010

Note £'000 £'000

Fixed assets
Tangible fixed assets C4 - 1
Investments C5 160,611 124,326

160,611 124,327
Current assets
Debtors Cé6 159,458 97,630
Cash at bank and in hand - 5

159,458 97,635
Creditors - amounts due within one year C7 (41,862) (20,397)
Net current assets 117,596 77,238
Total assets less current liabilities 278,207 201,565
Creditors - amounts due after more than one year Cc8 (91,328) (2,600)
Net assets 186,879 198,965
Capital and reserves
Called up share capital Cc9 5,294 5,261
Share premium reserve c9 88,040 86,743
Share merger reserve c9 83,500 83,500
Capital redemption reserve C10 1,490 1,490
Profit and loss account C10 8,555 21,971
Equity shareholders' funds 186,879 198,965

The notes on pages 89 to 94 are an integral part of these Company financial statements.

The Company financial statements on pages 88 to 94 were approved by the directors and authorised for issue on 27 June 2011,

and signed on their behalf by:

MATTHEW RILEY
Chief Executive Officer

Company registration number 3974683
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Notes to the Company Financial Statements

C1. Summary of Significant Accounting Policies

C1.1 Basis of Preparation

The Company financial statements have been prepared under the historical cost convention, are in accordance with generally accepted
accounting principles and standards in the United Kingdom and comply with the Companies Act 2006. Unless otherwise stated, all
policies have been applied consistently throughout the current and comparative years.

The Company has elected to take the exemption under section 408 of the Companies Act 2006 not to present the Company profit and
loss account. The loss for the Company for the year was £13.9 million (2010: £16.1 million loss).

The Company has taken advantage of the exemption permitted by FRS 1, Cash Flow Statements, not to prepare a cash flow statement,
on the basis that the cash flow of the Company is included within the consolidated cash flow statement of Daisy Group plc.

The directors are satisfied that the Company has adequate resources to continue to operate for the foreseeable future and therefore
the financial statements have been prepared on a going concern basis.

C1.2 Investments
Investments in subsidiary undertakings held as fixed assets are stated at cost less provision for any impairment. In the opinion of the
directors the values of such investments are not less than shown at the balance sheet date.

C1.3 Tangible Fixed Assets
Computer equipment has an estimated useful life of 3 years.

C1.4 Joint Ventures
A jointly controlled entity is an entity in which the Company holds an interest on a long-term basis and which is jointly controlled by the
Company and one or more other venturers under a contractual arrangement.

The investment in the joint venture is included in the balance sheet at cost less any impairment. Cost includes any cash injections and
interest income accrued on the redeemable preference shares. The interest income is calculated using a market interest rate on the
outstanding debt element of the preference shares, adjusted for each cash injection as appropriate.

C1.5 Cash
Cash at bank and in hand comprises cash in hand, deposits repayable on demand, less overdrafts payable on demand and restricted
deposits.

C1.6 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at amortised cost;
any difference between the proceeds (net of transaction costs) and the redemption value is recognised in the profit and loss account
over the period of the borrowings using the effective interest method.

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

C1.7 Foreign Currencies

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies are translated using the rate of exchange at the balance sheet date and the gains or losses
on translation are included in the profit and loss account.
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C1. Summary of Significant Accounting Policies (continued)

C1.8 Taxation
The charge for taxation is based on the results for the year and takes into account taxation deferred because of timing differences
between the treatment of certain items for taxation and accounting purposes.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance sheet date where
transactions or events that result in an obligation to pay more tax in the future or a right to pay less tax in the future have occurred at
the balance sheet date. Timing differences are differences between the taxable profits and results as stated in the financial statements
that arise from the inclusion of gains and losses in tax assessments in periods different from those in which they are recognised in the
financial statements.

Deferred tax is measured at the average rates that are expected to apply in the periods in which the timing differences are expected
to reverse based on tax rates and laws that have been enacted or substantively enacted by the balance sheet date. Deferred tax is
measured on a non-discounted basis.

C1.9 Share Capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options are shown in equity
as a deduction, net of tax, from the proceeds.

Where the Company purchases its own 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 equity holders until the shares are
cancelled, reissued or disposed of. Where such shares are subsequently sold or 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 equity
holders.

C1.10 Share-Based Payments

The Company operates certain equity-settled, share-based compensation plans. The economic cost of awarding shares and share
options to employees is recognised as an expense in the profit and loss account equivalent to the fair value of the benefit awarded.
The fair value of options over the Company’s shares awarded to employees of subsidiary companies is treated as a capital contribution,
resulting in an increase in investments.

The fair value of the options granted is measured using the Black-Scholes method which takes into account the terms and conditions
upon which the options were granted. The charge is recognised in the profit and loss account over the vesting period of the award.

At each balance sheet date, the Company revises its estimate of the number of options that are expected to become exercisable.

Any revision to the original estimates is reflected in the profit and loss account with a corresponding adjustment to equity immediately
to the extent it relates to past service and the remainder over the rest of the vesting period.

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

C1.11 Employee Benefit Trust

The assets and liabilities of the Employee Benefit Trust (“EBT") have been included in the Group financial statements. Any assets

held by the EBT cease to be recognised on the Group balance sheet when the assets vest unconditionally in identified beneficiaries.
The costs of purchasing own shares held by the EBT are shown as a deduction against equity. The proceeds from the sale of own shares
held increase equity. Neither the purchase nor sale of own shares leads to a gain or loss being recognised in the profit and loss account.

C1.12 Financial Instruments and Risk Management

The Company and Group's policy in respect of financial instruments and risk management are disclosed in note 21 of the consolidated
financial statements. Disclosures have been made on financial instruments as required by the Companies Act 2006.
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C2. Employees’ and Directors’ Remuneration

The Company had an average of 24 employees during the year (2010: 24 employees). For information on directors’ remuneration, see
note 9 of the consolidated financial statements and the remuneration report on page 26.

For more information on pension commitments, see the directors’ remuneration report and note 11 of the consolidated financial
statements.

Share-based payments for the financial period were £0.6 million (2010: £0.8 million) of which £0.6 million (2010: £0.2 million) was charged
to the profit and loss account and £nil (2010: £0.6 million) debited to investments. Share options relating to the board are disclosed in
the directors’ remuneration report and detailed share-based payment disclosures are shown in note 10 of the consolidated financial
statements. There is no significant difference between IFRS 2 and its UK GAAP equivalent FRS 20.

C3. Auditor Remuneration

Auditor remuneration is detailed in note 12 of the Group financial statements.

C4. Tangible Fixed Assets

Computer
Equipment
£'000
Cost
At 1 April 2010 2
Disposals (2)
At 31 March 2011 -
Accumulated depreciation
At 1 April 2010 1
Charge for the year 1
Disposals (2)

At 31 March 2011 -

Net book amount
At 31 March 2010 1
At 31 March 2011 -
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Notes to the Company Financial Statements
Continued

C5. Investments

Subsidiary
undertakings
£'000
Cost
At 1 April 2010 138,807
Additions 42,854
Disposals (2,150)
Adjustments (1,919)
At 31 March 2011 177,592
Impairment
At 1 April 2010 14,481
Impairment 2,500
At 31 March 2011 16,981
Net book amount
At 31 March 2010 124,326
At 31 March 2011 160,611

During the year the Company acquired the entire issued share capital of Murphx Innovative Solutions Limited, SpiriTel plc and Cole
Robert & Co Limited.

As part of a re-structure of the Group, the Company exchanged its shares in Vialtus Holdings Limited, SpiriTel plc and Aerofone (UK)
Limited, for shares in Daisy Communications Limited. In addition the Company sold its shares in Cole Robert & Co Limited to Murphx
Innovative Solutions Limited (formerly Daisy Wholesale Limited) at market value.

The adjustments relate to the acquisition of Managed Communications Limited. Contingent consideration, originally estimated to
be £2.6 million at 31 March 2010, has been re-assessed at £1.1 million. There has also been a £0.4 million refund from escrow during
the year.

The impairment brought forward and charge for the year relates to the Company’s investment in Freedom4 Limited following the
cessation of trade of that business during the year. The remaining investment of £10.0 million is principally supported by intercompany
receivables.

Cé. Debtors
31 March 2011 31 March 2010
£'000 £'000
Amounts due from subsidiary undertakings 158,602 94,564
Other receivables 822 3,002
Prepayments and accrued income 34 64

159,458 97,630
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31 March 2011

31 March 2010

£'000 £'000

Bank overdraft 14,078 16,106
Trade creditors 648 837
Amounts due to subsidiary undertakings 15,824 2,044
Social security and other taxes 128 506
Deferred and contingent consideration 10,031 -
Accruals and deferred income 1,153 904
41,862 20,397

The Group has an offset facility in place with its bank and consequently the bank overdraft in the Company has been netted against the

cash balances in the Group financial statements.

C8. Creditors Due after more than One Year

31 March 2011

31 March 2010

£'000 £'000
Contingent consideration - 2,600
Bank loan 91,328 -
91,328 2,600

Further details on the bank loan can be found in note 27 of the Group financial statements.

C9. Share Capital, Share Premium and Merger Reserve

Number of Par Share Share Merger
shares value capital premium reserve
£'000 £'000 £'000
At 1 January 2009 1,076,006,457 0.1p 1,076 8,286 -
Cancellation of treasury shares (41,138,559) 0.1p (41) (696) =
Share consolidation (983,124,503) 2.0p - - -
Share issue - acquisitions 100,000,000 2.0p 2,000 - 83,500
Share issue - capital raise 103,750,000 2.0p 2,075 80,925 -
Costs associated with share issue - = = (4,502) =
Share issue to the employee benefit trust 7,550,000 2.0p 151 2,730 -
At 31 March 2010 263,043,395 2.0p 5,261 86,743 83,500
At 1 April 2010 263,043,395 2.0p 5,261 86,743 83,500
Share issue to the employee benefit trust 1,662,500 2.0p 33 1,297 -
At 31 March 2011 264,705,895 2.0p 5,294 88,040 83,500

The Company has one class of ordinary share capital which carry no rights to fixed income.
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Notes to the Company Financial Statements
Continued

C10. Profit and Loss Account and Capital Redemption Reserve

Capital

Retained redemption

earnings reserve

£'000 £'000

At 1 April 2010 21,971 1,490
Share-based payment costs 498 -
Loss for the year (13,914) =
At 31 March 2011 8,555 1,490

C11. Related Party Transactions

Details of related party transactions with the Company are provided in note 35 of the Group financial statements. The Company has
undertaken transactions with wholly owned fellow members of Daisy Group plc. Such transactions are exempt from disclosure under

FRS 8.

C12. Contingencies

The Company has contingent consideration liabilities in respect of the acquisitions of Murphx and MCL as detailed in note 5 of the
Group financial statements. Additional cash consideration could be payable by the Company if the future performance of these

businesses exceeds expectations during the earn-out periods.
C13. Post Balance Sheet Events

Post balance sheet events are detailed in note 36 of the Group financial statements.

The Company has exchanged its shares in BNS Telecom Group Limited for shares in Daisy Communications Limited as part

of a group re-structure.
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Independent Auditors’ Report
to the Members of Daisy Group plc

We have audited the parent company financial statements of Daisy Group plc for the year ended 31 March 2011 which comprise the
balance sheet and the related notes. The financial reporting framework that has been applied in their preparation is applicable law
and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

Respective Responsibilities of Directors and Auditors

As explained more fully in the statement of directors’ responsibilities set out on page 30, the directors are responsible for the
preparation of the parent company financial statements and for being satisfied that they give a true and fair view. Our responsibility
is to audit and express an opinion on the parent company 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 Ethical Standards
for Auditors.

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance with Chapter
3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or assume responsibility
for any other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly
agreed by our prior consent in writing.

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 parent company’s circumstances and have been consistently
applied and adequately disclosed; the reasonableness of significant accounting estimates made by the directors; and the overall
presentation of the financial statements. In addition, we read all the financial and non-financial information in the annual report and
accounts to identify material inconsistencies with the audited financial statements. If we become aware of any apparent material
misstatements or inconsistencies we consider the implications for our report.

Opinion on Financial Statements

In our opinion the parent company financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 March 2011;

* 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.

Opinion on Other Matter Prescribed by The Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the parent company financial statements are
prepared is consistent with the parent company financial statements.

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 by the parent company, or returns adequate for our audit have not been received
from branches not visited by us; or

e the parent company financial statements are not in agreement with the accounting records and returns; or

e 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.

Other Matter
We have reported separately on the Group financial statements of Daisy Group plc for the year ended 31 March 2011.

STEVE DENISON

Senior Statutory Auditor

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Manchester

27 June 2011
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Notice of Annual General Meeting

Notice is hereby given that the 2011 Annual General Meeting of Daisy Group plc will be held at the offices of Liberum Capital Limited,
Ropemaker Place, Level 12, 25 Ropemaker Street, London EC2Y 9LY on 6 September 2011 at 11.00 am for the following purposes:

As ordinary business to consider and, if thought fit, pass Resolutions 1 to 5 inclusive below which will be proposed as Ordinary
Resolutions:

1. To receive, approve and adopt the report of the directors and the financial statements of the Company for the period ended
31 March 2011 together with the report of the auditors thereon.

2. To re-appoint Gareth Kirkwood, as a director.
3. To re-elect Peter Dubens, who retires by rotation pursuant to article 100 of the Company’s articles of association, as a director.
4. To re-elect Matthew Riley, who retires by rotation pursuant to article 100 of the Company’s articles of association, as a director.

5. To re-appoint PricewaterhouseCoopers LLP as auditors to the Company to hold office from the conclusion of the meeting until
the conclusion of the next Annual General Meeting of the Company and to authorise the directors to fix their remuneration.

As special business to consider and, if thought fit, pass the following Resolutions of which Resolutions 6, 7 and 8 will be proposed
as Ordinary Resolutions and Resolutions 9 and 10 will be proposed as Special Resolutions:

6. THAT, the Company be authorised to make donations to political parties and political organisations, and to incur political
expenditure, provided that the total aggregate amount of such donations and expenditure does not exceed £50,000 in total during
the period commencing on the date of this resolution and expiring at the conclusion of the next Annual General Meeting of the
Company.

7. THAT, the proposed lease (the “Lease”) of the property and car park situated at 20 Lindred Road, Lomeshaye, Nelson, Lancashire
to be entered into between (i) the Company and (ii) Matthew Riley, a director of the Company, and Emma Riley, a person connected
with a director of the Company, for an initial annual rent of £475,000 per annum be and is hereby approved for the purposes of
section 190 of the Companies Act 2006, and the directors of the Company be and are hereby authorised to take all steps and actions
on behalf of the Company which they consider necessary or expedient in order to execute and complete the Lease on such terms
(including, without limitation, as to future rent reviews) as they consider appropriate.

8. (i) THAT, the board be and it is hereby generally and unconditionally authorised pursuant to section 551 of the Companies Act 2006
(in substitution for any existing authority to allot shares) to allot shares in the Company and to grant rights to subscribe for or to
convert any security into shares in the Company up to an aggregate nominal amount of £1,776,116 provided that such authority
shall expire on the conclusion of the next Annual General Meeting of the Company after the passing of this resolution, save that
the Company may before such expiry make an offer or agreement which would or might require such shares to be allotted or rights
to subscribe for or convert securities into shares to be granted after such expiry, and the board may allot shares and grant rights
to subscribe or convert securities into shares in pursuance of such offer or agreement as if the authority conferred by this resolution
had not expired;

and further and in addition to any authority conferred pursuant to Resolution 8(i) above,

(ii) THAT, the board be and it is hereby generally and unconditionally authorised to exercise all powers of the Company to allot equity
securities (within the meaning of section 560 of the said Act) in connection with a rights issue in favour of ordinary shareholders where
the equity securities respectively attributable to the interests of all ordinary shareholders are proportionate (as nearly as may be) to
the respective numbers of ordinary shares held by them up to an aggregate nominal amount of £1,776,116 provided that such
authority shall expire on the conclusion of the next Annual General Meeting of the Company after the passing of this resolution, save
that the Company may before such expiry, make an offer or agreement which would or might require equity securities to be allotted
after such expiry, and the board may allot equity securities in pursuance of such an offer or agreement as if the authority conferred
hereby had not expired.
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THAT, subject to the passing of resolution 8 as set out in this Notice, the board be and it is hereby empowered pursuant to section
570 of the Companies Act 2006 to allot equity securities (within the meaning of section 560 of the said Act) for cash pursuant to the
general authority conferred by Resolution 8 above, as if section 561(1) of the said Act did not apply to such allotment, provided that
this power shall be limited to allotments of equity securities:

(i) in connection with or pursuant to an offer by way of rights, open offer or other pre-emptive offer to the holders of ordinary shares
in the Company and other persons entitled to participate therein in proportion (as nearly as practicable) to their respective holdings,
subject to such exclusions or other arrangements as the directors may consider necessary or expedient to deal with fractional
entitlements or legal or practical problems under the laws of any territory or the regulations or requirements of any regulatory
authority or any stock exchange in any territory; and

(i) otherwise than pursuant to sub-paragraph (i) above, up to an aggregate nominal amount of £1,065,669,

and such power shall expire on the conclusion of the next Annual General Meeting of the Company after the passing of this resolution
save that the Company may before such expiry make an offer or agreement which would or might require equity securities to be
allotted after such expiry, and the board may allot equity securities in pursuance of such an offer or agreement as if the power
conferred by this resolution had not expired.

THAT, the Company be generally and unconditionally authorised, pursuant to section 701 of the Companies Act 2006, to make
market purchases (as defined in section 693(4) of the Companies Act 2006) of up to 53,283,497 ordinary shares of 2p each in the
capital of the Company (“Ordinary Shares”) (being approximately 20 per cent of the current issued ordinary share capital of the
Company) on such terms and in such manner as the directors of the Company may from time to time determine, provided that:

(i) the amount paid for each share (exclusive of expenses) shall not be more than the higher of (1) five per cent above the average
of the middle market quotation for Ordinary Shares as derived from the Daily Official List of London Stock Exchange plc for the five
business days before the date on which the contract for the purchase is made, and (2) an amount equal to the higher of the price
of the last independent trade and current independent bid as derived from the trading venue where the purchase was carried out,
or less than 2p per share; and

(i) the authority herein contained shall expire at the conclusion of the Annual General Meeting of the Company to be held in 2012
or on 31 December 2012, whichever is earlier, provided that the Company may, before such expiry, make a contract to purchase its
own shares which would or might be executed wholly or partly after such expiry, and the Company may make a purchase of its own
shares in pursuance of such contract as if the authority conferred hereby had not expired.

By order of the board

DAVID MCGLENNON
Company Secretary

27 June 2011

REGISTERED OFFICE
Daisy House

Lindred Road Business Park
Nelson

Lancashire BB9 5SR

Registered in England number: 3974683
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Notice of Annual General Meeting
Continued

Notes:

1.

Members are entitled to appoint a proxy to exercise all or any of their rights to attend and to speak and vote on their behalf at the
Annual General Meeting. A shareholder may appoint more than one proxy in relation to the Annual General Meeting provided that
each proxy is appointed to exercise the rights attached to a different share or shares held by that shareholder. A proxy need not be a
shareholder of the Company. A Form of Proxy which may be used to make such appointment and give proxy instructions
accompanies this Notice. If you do not have a Form of Proxy and believe that you should have one, or if you require additional forms,
please contact Capita Registrars on 0871 664 0330*. To appoint more than one proxy you may photocopy the Form of Proxy. Please
indicate the proxy holder's name and number of shares in relation to which they are authorised to act as your proxy (which in
aggregate should not exceed the number of shares held by you). Please also indicate if the proxy instruction is one of multiple
instructions being given. All forms must be signed and should be returned together in the same envelope.

. To be valid any Form of Proxy or other instrument appointing a proxy and any power of attorney or other authority under which it is

signed, or a notarially certified or office copy of such power or authority, must be received by post or (during normal business hours
only) by hand at Capita Registrars, Proxies, The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU by no later than 11.00 am
on 4 September 2011.

. The return of a completed Form of Proxy, other such instrument or any CREST Proxy Instruction (as described in paragraph 8 below)

will not prevent a shareholder attending the Annual General Meeting and voting in person if he/she wishes to do so.

. Pursuant to regulation 41 of the Uncertificated Securities Regulations 2001, to be entitled to attend and vote at the Annual General

Meeting (and for the purpose of the determination by the Company of the votes they may cast), shareholders must be registered in
the register of members of the Company at 6.00 pm on 4 September 2011 (or, in the event of any adjournment, 6.00 pm on the date
which is two days before the time of the adjourned meeting). Changes to the register of members after the relevant deadline shall be
disregarded in determining the rights of any person to attend and vote at the Annual General Meeting.

. Any member attending the Annual General Meeting is entitled pursuant to section 319A of the Companies Act 2006 to ask any

question relating to the business being dealt with at the meeting. The Company will answer any such questions unless (i) to do so
would interfere unduly with the preparation for the meeting or involve the disclosure of confidential information; or (i) the answer has
already been given on a website in the form of any answer to a question; or (iii) it is undesirable in the interests of the Company or the
good order of the meeting that the question be answered.

. As at 24 June 2011 (being the last business day prior to the publication of this Notice) the Company’s issued share capital consisted

of 266,417,486 ordinary shares of which none were held as treasury shares. Therefore, the total voting rights in the Company as at 24
June 2011 were 266,417,486.

. CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy appointment service may do so by

using the procedures described in the CREST Manual. CREST Personal Members or other CREST sponsored members, and those
CREST members who have appointed a service provider, should refer to their CREST sponsor or voting service provider, who will
be able to take the appropriate action on their behalf.

* Calls cost 10p per minute plus network extras (lines are open Mon — Fri 9.00 am - 5.30 pm).
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. In order for a proxy appointment or instruction made using the CREST service to be valid, the appropriate CREST message (a “CREST
Proxy Instruction”) must be properly authenticated in accordance with CRESTCo's specifications, and must contain the information
required for such instruction, as described in the CREST Manual. The message, regardless of whether it constitutes the appointment
of a proxy or is an amendment to an instruction given to a previously appointed proxy, must, in order to be valid, be transmitted so as
to be received by the issuer’s agent ID (RA10) by 11.00 am on 4 September 2011. For this purpose, the time of receipt will be taken to
be the time (as determined by the timestamp applied to the message by the CREST Application Host) from which the issuer's agent is
able to retrieve the message by enquiry to CREST in the manner prescribed by CREST. After this time any change of instructions to
proxies appointed through CREST should be communicated to the appointee through other means.

. CREST members and, where applicable, their CREST sponsors or voting service providers should note that CRESTCo does not make
available special procedures in CREST for any particular message. Normal system timings and limitations will, therefore, apply in
relation to the input of CREST Proxy Instructions. It is the responsibility of the CREST member concerned to take (or, if the CREST
member is a CREST personal member, or sponsored member, or has appointed a voting service provider, to procure that his CREST
sponsor or voting service provider takes) such action as shall be necessary to ensure that a message is transmitted by means of the
CREST system by any particular time. In this connection, CREST members and, where applicable, their CREST sponsors or voting
system providers are referred, in particular, to those sections of the CREST Manual concerning practical limitations of the CREST
system and timings.

10. The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in regulation 35(5)(a) of the Uncertificated
Securities Regulations 2001.

11. There will be available for inspection at the registered office of the Company during normal business hours on any weekday
(excluding Saturdays, Sundays and public holidays) from the date of this Notice until the date of the Annual General Meeting and at
the place of the Annual General Meeting for at least 15 minutes prior to the meeting and during the meeting, copies of the
following documents:

e the non-executive directors’ letters of appointment; and
e the executive directors’ service agreements.
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