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Chief Executive’s Review

e ————

The provision of outstanding support services are increasingly the key
business differentiator between Cashbox and all other players in the
market. By retaining all these functions in-house, Cashbox can ensure
the quality and timeliness of all installation, upgrade and repair services.

Whilst the last year has clearly been a
challenging one for the business, it has
also clearly proved that Cashbox has
the resilience, capabilities and the
correct strategy to thrive in a highly
competitive marketplace. There has
been considerable change within both
the Executive Management Team and
the Non-executive Board. However,
staff both old and new have remained
fully focussed upon the cornerstones of
our business, namely:

= The continuing acquisition of key
client contracts with high volume
estates

= The rapid conversion and installation
of profitable sites within these
estates

= The provision of outstanding service
and support levels to drive
transaction volumes; and

= The utilisation of a robust and flexible
platform technology and reporting
systems to ensure the maximum level
of uptime for all ATMs.

During the course of 2006/07, Cashbox
was hampered in its ability to execute
against those cornerstones by a lack of
funding. This situation was resolved in
June 2007 by the signing of a deal with
Bank of Scotland. A lack of funding
also causes a business to wholly focus
upon the short term rather than plan
for the long term. Securing a funding
partner has enabled management to
restructure the business with a view to
meeting short term requirements whilst
providing a secure and stable platform
for the consistent and predictable
execution of the growth business plan
over the medium to long term.

These changes are designed to focus the
business, especially sales and support
operations, upon meeting the needs of
our customers. An Account

Management team has been created to
develop a partnership approach with
our key clients. This single point of
contact provides regular site
penetration and transaction reports,
and works with our clients to target
new sites and create marketing
materials to drive additional estate
penetration as well as transaction
volumes within existing sites.

Closer links to our clients and the
resulting increased understanding of
their business priorities also allows for
the efforts of the Field Sales team to
be co-ordinated with our clients’
internal marketing efforts. This has
resulted in over 30% growth of site
conversions H2 v H1 in 2006/07.

This performance is expected to be
maintained, if not accelerated further,
in 2007/08; especially with the recent
addition of a Telephone Sales team to
drive estate penetration. Recently
acquired clients such as Total Fitness
and Marstons Pub Company are
experiencing a rapid fulfilment of their
estate’s potential thus reducing the
time to generate substantial revenues.

The provision of outstanding support
services are increasingly the key
business differentiator between Cashbox
and all other players in the market. By
retaining all these functions in-house,
Cashbox can ensure the quality and
timeliness of all installation, upgrade
and repair services. The Help Desk and
Sales Support teams were also recently
merged to provide available scale for
any particular priority task, such as
large scale customer roll out, software
upgrades and loading graphic images.

However, the real benefit has been the
sharing of information about client
needs, issues and requests across the
organisation, reducing response times
and increasing our ability to pro-
actively manage anticipated issues.

As a result, despite growth in the
installed base of nearly 50% over the
past year, we have been able to
maintain our benchmark of resolving
85% of all ATM performance issues
immediately by phone, the remainder
being handled in person by trained
engineers within twenty-four hours of
the fault being logged. This dedicated
approach to service ensures we
experience ATM uptime in excess of
98% as an average across the entire
estate. In this way, our clients are
continually driving increased footfall to
their locations, and increased spending
at these locations from customers who
always enjoy access to cash.

Moving into 2007/08, it is the Cashbox
experience — the actual verbal and
physical interaction with Cashbox staff
that will differentiate us from our
competition. After discussing the
business goals of any potential client,
our in-house survey team assesses
whether an ATM can deliver those
goals wholly, or in part. This then
drives the discussions between Sales
Management and the on-site Merchant
to agree mutually beneficial contract
terms, prior to any installation. This
integrated and professional approach
to meeting our clients’ business needs
together with our company wide
commitment to service excellence will
ensure that Cashbox customers are
fully informed as to what the ATM can
achieve for their business, and that
both parties have a realistic
expectation of transaction
performance. A true partnership that
we expect to build upon and renew
during the lifetime of the contract.

As the Bank of Scotland funding allows
for the regular purchase and roll-out of
ATMs to drive revenues, similarly the
Executive Management are seeking
ways to optimise operational
efficiencies, whilst driving towards
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Report of the Directors
for the year ended 30 June 2007

The Directors present their report, together with audited
financial statements for the year ended 30 June 2007.

Results and Dividends

The consolidated profit and loss account for the year is set
out on page 23. The Group’s loss for the financial year,
after taxation, was £4,741,000 (2006 £3,637,000).

The Directors are not able to declare a dividend.

Principal activity

The Cashbox Group comprises Cashbox Public Limited
Company, (“Cashbox PLC,” ““the Company”) the ultimate
holding company, and four wholly-owned subsidiary companies,
Cashbox ATM Systems Limited, the main trading subsidiary,
and Cashbox No 1 Limited, Cashbox No 2 Limited and
Cashbox Finance Limited (dormant).

The principal activity of the Group is the installation and
maintenance of Automated Teller Machines (ATMs) and the
processing of ATM transactions thereon.

Trading review and future developments

Discussion of the Group’s trading and future developments
including key performance indicators may be found in the
Operating and Financial Review on page 10. The Directors
believe the number of installations, EBITDA and cashflow
items to be among the main KPIs during the year in review.

Officers of the Company
The officers of the Company who served during the year were

as follows.
) ) Appointment
Executive Directors

CG Morton 12 April 2007
D Auger 2 April 2007
MJ Thomas

AD Wilmott 22 December 2006

Non-executive Directors
JC Maples (Non-executive Chairman)* T

SL Brown (Non-executive)* 1+
WY Hughes CBE (Non-executive)*+
RE Saunders (Non-executive) T+

20 November 2006

30 March 2007

Directors who are not currently serving but served during
the year

Resignation
ACJ Sharp (previously Chairman)*t 4 July 2007
CJ Thomas (previously CEQ) 20 March 2007
D Woolsgrove (previously CFO) 18 June 2007

CL Hallett (previously Sales Director) 22 December 2006

* Members of the Audit Committee
T Members of the Remuneration Committee
+ Members of the Nominations Committee

Directors’ interests in the shares of the Company, are as

follows.
1p Ordinary Shares
held at 30 June 2007

Current Executive Directors

1p Ordinary Shares
held at 1 July 2006

MJ Thomas 2,940,000 2,940,000
CG Morton 200,000 -
D Auger 133,333 -
Current Non-executive Directors

SL Brown 106,000 156,000
RE Saunders 676,334 -
JC Maples 135,184 -

Directors who served during the year but have stepped down.

ACJ Sharp* 22,338,000 22,338,000
CJ Thomas 4,241,421 5,460,000
D Woolsgrove 60,000 60,000
CL Hallett 30,000 30,000

Note* 21,372,000 ordinary shares held in the name of Annenberg
Investment Management S.A., a company controlled by Anthony Sharp.

The Directors also hold interests in warrants and options over
ordinary shares in the Company and these, as they form part
of the Directors’ remuneration, are set out in the Report of
the Remuneration Committee.

Substantial shareholdings

As at 11 December 2007, the following shareholders had
each notified the Company that they held an interest of 3%
or more in the Company’s ordinary share capital:

Name Number of Shares %
ACJ Sharp/Annenberg

Investment Management S.A. 22,338,000 26.86
MJ Thomas 2,940,000 3.53
V Flynn 6,619,156 7.96
Lansdowne Partners 3,750,000 451

In the terms of AIM Rules published February 2007 and
insofar as the Company is aware, at 11 December 2007
32.8% of the Company’s AIM securities were not in public
hands.

Charitable and political donations
The Group made no charitable or political donations during
the year (2006: Nil).

Policy and practice on the payment of creditors

It is the Group’s normal practice to settle the terms of
payment when agreeing the terms of the transaction,

to ensure that suppliers are aware of those terms, and to
abide by them.
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Report of the Directors continued
for the year ended 30 June 2007

Trade creditors of the Group at 30 June 2007 were equivalent
to 47 days’ purchases for the Group (2006: 48 days).

Research and Development

The activities of the Group are such that only limited research
and development is undertaken, as the main work in
developing new ATMs is undertaken by the ATM supplier.

Financial instruments

Details of the use of financial instruments by the Company
and its subsidiary undertakings are included in note 19 of the
financial statements.

Directors’ indemnity insurance
Directors’ and Officers’ liability insurance is held by the Group.

Principal Risks and Uncertainties.

The Directors undertook a review of risks facing the business
as part of the IPO process in March 2006. While a formal
review of risks has not been undertaken since, the risks
facing the business were considered during the budget setting
process for the financial year ending June 2008. The
Directors believe the following to be the principal risks and
uncertainties faced by the Group:

Legislative and Regulatory Change

The future of Cashbox’s business relies on the ability to
continue to charge a Convenience Fee. The 2005 Treasury
Select Committee report did not recommend any constraints
on Convenience Fee charging and the Directors are not aware
of any future legislation which may have this effect.

Change in ATM Technology or consumer trends

ATM technology is evolving and these changes could result
in the existing estate requiring either updating or becoming
obsolete. Cashbox, in order to mitigate this risk, constantly
monitors developments in ATM technology and works very
closely with its suppliers to ensure that the route is
evolutionary rather than revolutionary.

Cashbox relies on the consumer continuing to accept the
Convenience Fee for withdrawing cash and the frequency of
those cash withdrawals. The Directors constantly monitor
the transaction levels at all of Cashbox’s ATMs to ensure
that they are able to manage this risk.

Key Customers

A significant proportion of Cashbox’s revenues come from a
relatively small number of customers. The loss or failure of
one of these large customers could have a significant impact
on Cashbox’s revenues. The Directors manage the
relationships with the Group’s key customers very closely to
mitigate this risk. 1t should also be noted that the percentage
of ATMs held with these key customers is reducing as the size
of the Cashbox ATM estate grows.
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Key Personnel

The Group’s business, services and infrastructure are supported
by skilled staff. The Group is therefore reliant on its ability to
attract, train and retain the right mix and calibre of staff.

Key Suppliers

Cashbox is dependent on LINK for both its ability to receive
transaction income and to process transactions. LINK could
raise the charges it levies on Cashbox (and its competitors).
In addition, Cashbox’s revenues rely on the operation of the
LINK network and a failure of the network would have an
adverse effect on the Group.

The majority of the ATMs operated by the Group are purchased
from NCR. The Company is exploring alternative suppliers of
ATMs but NCR’s ongoing commitment and support is required
to maintain the current estate of ATMs particularly the
upgrading of machines should the machines require upgrading
to comply with future security access regulations.

New sites for ATMs

The Group is currently loss making, and without significant
cost reductions will only become profitable with a larger
estate of ATMs. Increasing the size of the estate is
dependent on identifying suitable sites for new machines.

Litigation

Cashbox was party to litigation brought by Hanco ATM
Systems Limited which was settled in October 2007 for
£1.8million with payment deferred for up to 2 years as
described in note 29. The Company’s subsidiary, Cashbox
ATM Systems Limited has the benefit of indemnification
arrangements put in place prior to the listing of the Company.
However the indemnification arrangements are disputed and
any failure to recover under the indemnities could adversely
affect the financial position of the Group.

Bank Covenants

The Company has a bank loan from Bank of Scotland which
includes financial covenants. If the Company failed to meet
one of these covenants and relief was not provided by the
bank then the loan would be repayable on demand.

Auditors

All of the current Directors have taken all the steps that

they ought to have taken to make themselves aware of any
information needed by the Company’s auditors for the purposes
of their audit and to establish that the auditors are aware of that
information. The Directors are not aware of any relevant audit
information of which the auditors are unaware.

A resolution to re-appoint BDO Stoy Hayward LLP as
auditors was proposed and approved at the last annual
general meeting held on 22 December 2006 and their
continued appointment will be proposed at the next.



Statement of Directors’ responsibilities

The Directors are responsible for preparing the annual report
and financial statements in accordance with applicable law
and United Kingdom Generally Accepted Accounting Practice
(“UK GAAP™).

UK Company law requires the Directors to prepare financial
statements for each financial year that give a true and fair
view of the state of affairs of the Company and Group and of
the profit or loss of the Group for that period.

In preparing those financial statements, the Directors are
required to:

= select suitable accounting policies and then apply them
consistently;

= make judgments and estimates that are reasonable and
prudent;

= state whether applicable accounting standards have been
followed, subject to any material departures disclosed and
explained in the financial statements; and

= prepare the financial statements on the going concern basis
unless it is inappropriate to presume that the Group will
continue in business.

The Directors are responsible for keeping proper accounting
records which disclose, with reasonable accuracy at any time,
the financial position of the Company and Group and enable
them to ensure that the financial statements comply with the
Companies Act 1985. They are also responsible for
safeguarding the assets of the Group and the Company and
hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.

Financial statements are published on the Group’s website in
accordance with legislation in the United Kingdom governing
the preparation and dissemination of financial statements, which
may vary from legislation in other jurisdictions. The maintenance
and integrity of the Group’s website is the responsibility of the
Directors. The Directors’ responsibility also extends to the
ongoing integrity of the financial statements contained therein.

Legislation in the United Kingdom governing the preparation
and dissemination of financial statements may vary from the
legislation in other jurisdictions.

Going Concern
The Directors have prepared the financial statements on a going
concern basis as described in the Accounting Policies on page 27.

Post balance sheet events

In July 2007 the Company’s subsidiary, Cashbox ATM
Systems Limited was ordered to pay costs of £199,760 to
Hanco ATM Systems Limited (“‘Hanco’) as part of the
litigation brought by Hanco against the Company’s

subsidiary, Cashbox ATM Systems Limited, claiming that
Carl J Thomas and Cashbox ATM Systems Limited diverted
a business opportunity from Hanco to Cashbox. A total
payment of £200,526 was made on 24 July 2007 including
interest of £766 in accordance with this order.

On 23 October 2007 the Company and its subsidiary
Cashbox ATM Systems Limited announced they had reached
agreement on a full and final settlement (the “Settlement’)
with Hanco ATM, concluding the litigation brought by Hanco
against Cashbox ATM Systems Limited.

Under the terms of the Settlement, Cashbox ATM Systems
Limited has agreed to pay £1.8 million to Hanco together
with interest accruing daily if payment is deferred. Cashbox
ATM Systems Limited has the option of deferring payment of
the £1.8 million for up to 2 years on the basis that interest
will accrue on the settlement sum at a rate of 5 per cent.

per annum for the first year and at 20 per cent. per annum
thereafter. Payment of any interest may also be deferred for
up to 2 years. The obligations of Cashbox ATM Systems
Limited under the Settlement are guaranteed by the Company.

Cashbox ATM Systems Limited has the benefit of a joint and
several indemnity in connection with this litigation, which

the Company and its subsidiary propose to enforce. In accepting
the terms of the Settlement, Hanco foregoes the right to bring any
further claims against the Company or Cashbox ATM Systems
Limited in relation to the subject matter of the proceedings.

Cashbox ATM Systems Limited has written to both the
indemnifiers, Carl Thomas and Anthony Sharp, requesting
payment. At the date of this report payment has not been
received and Anthony Sharp has questioned the validity of the
indemnity. The Directors, having taken legal advice, believe
the indemnities are enforceable and recoverable however in
accordance with UK GAAP the receivable for the full amount
of £1,999,760 is treated as a reimbursement which will only
be recognised once receipt is virtually certain.

On 19 December 2007 the Company agreed further financing
arrangements and issued a convertible loan note for £584,000
together with an agreement for a non-convertible loan note of
£416,000 to be issued in March 2008 to provide additional
working capital as described in note 29 to the accounts. This
is supplemented to the facility with Bank of Scotland which
was reduced to £6m but with rescheduled repayments starting
in December 2009.

~ &

By order of the Board
David Auger
Director and Company Secretary

19 December 2007
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