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This annual report outlines our performance
over the year. Since our formation in 1989,
we have come a long way. What started as
a business with revenue of £21m, has
become an international company with
2,500 people and revenue of over £1bn.

This year our report illustrates just how far we
have come on our journey — from our roots in
London offce ft out, to the construction of
the London 2012 Velodrome. No matter how
much we grow and diversify, our reputation
for delivering consistently has, and will
continue to, underpin our future success.
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Our sustainability
strategy

ISG has developed a sustainability strategy to help ensure
consistency of approach across all activities. Grouped under
the headings of People, Planet and Prosperity, the strategy
comprises guiding principles, each designed to be interpreted
and applied locally to help ensure relevance in our markets
around the world. Here are a few of the innovative ways that
we have implemented our sustainability ethos across the
company during the last year.

01 - Malaysian Nature
Society (MNS)

ISG’s Kuala Lumpur offce
team up with the MNS
for a mangrove planting
day with a total of 661
mangroves being planted
throughout the day.

02 - Rumah Sayangan
and Persatuan Kehajikan
KK Cornerstone

37 orphaned children
participate in a visit to
the Petrosains Discovery
Centre followed by lunch
— hosted by ISG’s Kuala
Lumpur offce.

03 - Reducing waste
to landfll

Children in Moldova
receive carpet tiles

03 04 from the strip out of the
Electoral Commission

project in London that
will be used in their
orphanage.

04 - Downside Fisher
Youth Club

ISG staff and members
of the supply chain

on the Man Group project
donate time and materials
to the Downside Fisher
Youth Club.

05 - Trade Contractor
Awards

Young representatives
of the Downside Fisher
Youth Club attended this
year’s Trade Contractor
Awards to thank ISG

for refurbishing their
boxing gym.



Community Engagement - Downside
Fisher Youth Club, London

We engage with communities who

may be affected by our site activities
and are keen to develop and maintain
ongoing relationships with charitable
organisations. In September 2010 our
Man Group project team and supply
chain donated time, labour and materials
to refurbish the rundown Downside
Fisher Youth Club Boxing Gym.

The Downside Fisher Youth Club
supports children and young adults from
Bermondsey and the neighbouring areas.
It helps them to grow in confdence and
fulfl their potential through a structured
programme of sporting, artistic and
recreational activities.

“I revisited the Club with one of my
boxing trustees, and we were completely
bowled over at the transformation.
What really made our evening was the
look on the faces of the young people
as they came into the gym; they were
completely taken aback and so grateful
for everything.” Chris Dick, Chairman
Downside Fisher Youth Club.

Our work with the Downside Fisher
Youth Club has been recognised with the
Lord Mayor’s Dragon Award 2011 in the
category of Social Inclusion.

Biodiversity - Malaysian Nature Society
Our Kuala Lumpur offce recently teamed
up with the Malaysian Nature Society
(MNS) for a Mangrove Planting Day

at Kuala Selangor Nature Park, a vital
habitat for mammals and birds covering
800acres just 70km from the city centre.

In addition to raising RM36,150 through
generous donations from ISG staff,
partners and clients, 66 volunteers
planted 661 mangrove saplings at the
Nature Park in just one, very muddy day.

The MNS and ISG have further developed
the relationship with ISG providing fund
raising, resources and technical support
in exchange for educational, experiential
and socio-environmental opportunities
and activities for staff enrichment.

Through our sustainable business
strategies we provide business
effciencies that underpin the long-term
success of ISG.

Diverting Waste From Landfll - Asda
Gorseinen, South Wales

The construction of a new Asda superstore
at Gorseinon in South Wales required
100% diversion of waste from landfll.

ISG sourced waste managers and
specialist waste reprocessers who could
deal with the waste streams arising from
similar historical projects. This included
the purchasing of specialist equipment
including a cable stripping machine

that stripped the plastic sheathing for
recycling and was subsequently used in
the manufacture of traffc cones.

These specialist applications were
combined with an on site eight stream
waste recycling centre that enabled

all segregated waste streams to be
recycled. The project achieved its target
of 100% diversion of waste from landfil.

Siemens Urban Sustainability Centre,
Docklands London

The fagship Urban Sustainability Centre
(USC) is the frst building to be constructed
within the new Green Enterprise District
which stretches across East London.

It is intended to be not only a Siemens
offce showcasing the company’s

latest sustainable products, but also

a permanent exhibition and education
space for green technologies. It is
required to be ready in time for the 2012
Olympics and will interface with the
new cable car link from the Greenwich
Peninsula to the Royal Docks.

The project also includes an external
energy centre, which houses a substation,
chillers and generators. This is a steel-
framed building, clad in timber with a
green ‘sedum’ roof. Community gardens
will form part of the landscaping element
of the scheme and are intended for use
by local residents and schools. The site
was heavily contaminated with potential
unexploded ordinance that we had

to probe for, asbestos and Japanese
Knotweed, which we had to remediate.

The client desires the USC to be a
world-leading example of a sustainable
building. It is on track to achieve both
Building Research Establishment
Environmental Assessment Method
(BREEAM) Outstanding and Leadership
In Energy and Environmental Design
(LEED) Platinum ratings.
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Through our sustainable
business strategies we
provide business
effciencies that underpin
the long-term success
of ISG

People

Community engagement

m Implement a volunteering policy for
permanent employees

m Implement a charity funding policy
m Establish criteria to assess projects to
implement Community Engagement Plan

Sustainability training

m Disseminate the ISG sustainability
policy to permanent employees

m Implement sustainability training for
permanent employees

m Improve capability to assist projects
with Environmental Assessment Models

Planet

Carbon reduction

m Comply with Carbon Reduction
Commitment (CRC) regulations
and monitor against industry Key
Performance Indicators (KPlIs)

m Develop and implement an ISG
Green Travel Policy

m Determine the carbon footprint
of our offces and implement carbon
reduction strategies

Waste management

m Comply with relevant waste
management regulations

m Meet or exceed our customers’
requirements for the diversion of
waste from landfll — with a minimum
target of 85%

= Monitor and measure against
industry KPIs

m Establish a company-wide offce
waste recycling strategy to minimise
waste to landfll

Materials

m Help ensure legal sourcing of timber
and Central Point of Expertise for Timber
(CPET) compliance when required

m Establish that 100% recycled or
Forest Stewardship Council (FSC)
paper is used in all offces and projects
m Develop a sustainable materials guide

Prosperity

Considerate Constructors Scheme
B Register projects which have a
value of over £1m and are more

than six weeks in duration with the
Considerate Constructors Scheme

B Registered projects to target score
of at least 34/40

W Share best practice across ISG where
projects receive a score of 36 or above

Communications

B Update the website to demonstrate
sustainability strategy progress

B Launch and maintain sustainability
section on ISG intranet

W Report progress against strategy

in annual sustainability report



About our
company

Our vision is to be the leading
global construction services
company delivering the built
environment for international
and local customers.

We will achieve our vision by:
m Always engaging with our customers
and understanding their needs

m Consistently providing exceptional
levels of service that combine innovation
and best practice

m Continuing to grow the business to
serve customers in a wider range of
sectors and geographies

m Committing to employing great people
who work in a in a values-driven culture

Everything we do is underpinned by our
values, which are as follows:

Passionate about our work
Our passion drives our commitment to
excellence and continuous improvement.

Committed to customer relationships
We will grow by having satisfed
customers who choose to work with

us again and again.

Fulflling our people’s potential

We will give our people the opportunity
to reach their full potential and help
them achieve their ambitions.

Dedicated to detail
Our care and attention to detail drives
exceptional quality.

it | |
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Directors’ report

The directors present their annual report and the audited fnancial statements for the year ended 30 June 2011.

Principal activities

The principal activity of the company and its subsidiaries is to provide ft out, construction, design and project management
services to its clients in the United Kingdom, Continental Europe and Asia. The Group has European operations in France,
Germany, Switzerland, Italy, Netherlands and Russia, Middle East operations in Dubai and Abu Dhabi, and Asian operations
in Hong Kong, China, Singapore, Malaysia and Australia.

Review of business

A review of the Group’s activities during the year, trends and factors likely to affect the business and its future prospects are
set out in the Chief Executive Offcer’s Statement on pages 8 to 28, the Financial Review on pages 32 to 36, the Directors’
Report on pages 44 to 50 and the Corporate Governance report on pages 56 to 59, and the key performance indicators are
set out in our group fnancial highlights on page 1, which are incorporated by reference to this report and should be deemed to
form part of it.

The Directors’ Report is prepared for the members of the Group and should not be relied upon by any other party for any other
purpose. The Directors’ Report (including the Chairman’s Statement, Chief Executive Offcer’s Statement, the Financial Review
and the Corporate Governance report) contains certain forward-looking information and statements in relation to the Group’s
operations, economic performance and fnancial conditions. These statements are made by the directors in good faith based
on the information available to them at the time of their approval of this report and, although they believe that the expectations
refected in such forward-looking statements are reasonable, they should be treated with caution due to the inherent
uncertainties, including both economic and business risk factors, underlying such forward-looking statements or information.

Basis for preparation of fnancial statements on a going concern basis

Information on the business environment in which the Group operates, including the factors that are likely to impact the future
prospects of the Group, are included in the Chief Executive Offcer’s Statement on pages 8 to 28. The principal risks and
uncertainties that the Group faces are set out below on pages 45 to 47. The fnancial position of the Group, its cash fows,
liquidity position and debt facilities are described in the Financial Review on pages 32 and 36. In addition, Notes 3 and 26 to
the consolidated fnancial statements set out the Group’s objectives, policies and processes for managing its capital, fnancial
risks, fnancial instruments and hedging activities, and its exposure to credit risk and liquidity risk.

The directors have prepared cash fow forecasts for the Group for a period in excess of twelve months from the date of
approval of these consolidated fnancial statements. These forecasts are based on the Group’s existing order book and refect
an assessment of current and future market conditions and risks and uncertainties in the business, their impact on the Group’s
trading performance and the actions taken by management in response to current market conditions. The forecasts completed
on this basis demonstrate that the Group will be able to operate within the current committed debt facilities and show
continued compliance with the fnancial covenants. In addition, management has considered various mitigating actions that
could be taken in the event that future market conditions deteriorate beyond their current assessment. Such measures include
further improvements in working capital within management’s control, further reductions in costs and capital expenditure and
use of the Group’s undrawn credit facilities.

On the basis of the exercise described above, the directors have a reasonable expectation that the Group and company have
adequate resources to continue operational existence for the foreseeable future. Accordingly, they continue to adopt the going
concern basis in preparing the fnancial statements of the Group and the company.

Dividends

The Board paid an interim dividend of 4.41p per share (2010: 4.20p) on 19 April 2011 to shareholders on the register on

18 March 2011. The directors propose the payment of a fnal dividend of 10.65p per share (2010: 10.14p) to shareholders on
the register on 21 October 2011, giving a total dividend for the year of 15.06p per share (2010: 14.34p). The ex-dividend date
will be 19 October 2011. The closing date for elections for the Dividend Reinvestment Plan is 25 October 2011.

Share capital
Details are set out in Note 30 to the accounts.
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Directors

R M Dantzic Non-Executive Chairman)

M J Barnes Non-Executive)

J L Jeremy Non-Executive and Senior Independent Director)

J R Stevenson
R G Whittington

Non-Executive)
Non-Executive) (appointed 27 May 2011)

P

S D Lawther Chief Executive Officer)
J C B Houlton Group Finance Director)
G V Aldridge Corporate Development Director)

In accordance with the Articles of Association, G V Aldridge, M J Barnes and R M Dantzic will retire by rotation. R G Whittington,
having been appointed since the last Annual General Meeting, will also retire in accordance with the Articles of Association.
All four directors, being eligible, offer themselves for re-election at the next Annual General Meeting, notice of which is set out
on page 111. J L Jeremy will be retiring as a director at the conclusion of the Annual General Meeting.

Directors’ indemnities
The company has made qualifying third party indemnity provisions for the benefit of its directors which were made during the
year and remain in force at the date of this report.

Other substantial shareholders
Apart from the shareholdings of the directors and those parties listed below, the company has not been notified of any
shareholdings which are three per cent or more of the total issued ordinary shares of the company.

No. of Ordinary Shares % Held
Octopus Investments 2,807,236 8.40
Threadneedle Investments 2,478,000 7.42
Brewin Dolphin 1,673,001 5.01
Interior Services Group Employee Trust 1,512,317 4.53
Investec Wealth & Investment 1,269,744 3.80
C Forrest 1,062,289 3.18
Brown Shipley 1,055,850 3.16

Per the share register on 22 August 2011

Acquisition of the company’s own shares

At the Annual General Meeting held on 3 December 2010, the shareholders authorised the company to make one or more
market purchases of ordinary shares of 1p each in the capital of the company during the year. The company did not exercise
this right during the year. The Interior Services Group Employee Share Trust (the “Trust”) is a trust established to hold shares
to satisfy entitlements of employees to receive shares in the company pursuant to the company’s share schemes. During the
year the Trust transferred 56,812 shares of 1p each in the capital of the company to employees pursuant to the company’s
share schemes. At the year end the Trust held a total of 1,512,317 (2010: 1,569,129) ordinary shares of 1p each in the capital
of the company, representing 4.53% (2010: 4.73%) of the company’s called-up ordinary share capital. The Trust has, at the
recommendation of the Board, waived its right to receive dividends.

Principal risks and uncertainties

The ability to identify and effectively manage the risks that impact the business is fundamental to the continued success of the
Group. Accordingly, the key risks and uncertainties facing the Group are considered as part of the Group’s well established
processes and systems for identifying, evaluating, and managing risk. The impact of significant risks and their mitigation is
monitored at both Group and divisional Board meetings throughout the year and are subject to annual review by the Board.
The risks considered to be the most significant by the Board are set out in the table on the next page.



Directors’ report
(continued)

Risk

Nature of risk

Impact

Market and economic environment

- continued difficult general macroeconomic
conditions

changes in Government spending priorities

- adverse impact on order book
- increased competition

over-reliance on key clients
- adverse impact on profitability

Attracting, developing and retaining staff

- a high calibre workforce is crucial to the Group
achieving its aims

- adverse impact on project delivery
- adverse impact on growth

Financial risk

interest rate risk

currency rate risk
- credit risk

liquidity risk

treasury counterparty

- potentially adverse impact on cost of funds
borrowed at floating interest rates

- potentially adverse impact on profit and net
assets of fluctuations in foreign exchange
rates

- failure of any financial institution in which

funds are placed could result in a loss of
those funds

Project risk

failure to manage or deliver a project in
accordance with the contract to an appropriate
quality and on a timely basis

continuing to win contracts at appropriate
margins in markets that are more competitive

- issues such as cost overruns, delays and
contractual disputes which may have an
adverse impact on the profitability and
reputation of the Group

- potential for loss-making contracts

Health, safety and
environmental risks

failure to manage these risks could result in
serious harm to employees, subcontractors,
the public or the environment

- exposure to significant potential liabilities
and reputational damage

Counterparty risk

exposure to counterparty risk of clients,
subcontractors, suppliers and financial
institutions

- failure of any counterparties could lead to
significant financial loss



Mitigation

ISG plc Annual report and accounts 2011

Additional comments

Reporting & Monitoring

47

continual review of economic prospects including order book levels
and market data

constant engagement with customers to increase level of negotiated
work

tender work on basis of service offering and quality, not just price
positioning of activities to maximise shareholder value

regular review of resource levels against anticipated workload
regular review of discretionary expenditure

- we continue with our ongoing
strategy of diversification
across a broad geographical
and sector spread

monthly / quarterly operations
reviews

long-term strategic plan

budgeting and forecasting process

remuneration system firmly linked to performance

remuneration includes long-term incentives such as SAYE and share
option schemes

continual formal performance appraisal system providing regular
assessment of individual performance

succession planning

- employees are actively
encouraged to develop their
skills; training schemes are
offered throughout the Group

regular performance reviews

monthly / quarterly operations
reviews

Board review
Remuneration Committee

continual monitoring of interest rate movements
use of interest rate swaps is regularly considered
Group’s positive cash balance acts as a natural hedge
continual monitoring of relevant foreign currency rates

known foreign currency transactional exposures are managed via
forward foreign exchange contracts

the Group reviews whether to hedge its foreign currency exposures
on the translation of profits by overseas subsidiaries into sterling on a
regular basis

strong creditworthiness of Group’s customers

financial stability of each subcontractor is monitored regularly
Group treasury function ensures that there are sufficient levels of
committed facilities and cash and cash equivalents to enable the
Group to meet its liabilities as they fall due and operate within its
financial covenants at all times

funds are deposited with a range of institutions to ensure appropriate
breadth of investment

the level of foreign business
is approximately 13% of the
Group’s turnover

the Group treasury function
operates within policies and
processes approved by the
Board

the Group generally has a
positive net cash position

the Group reviews its treasury
position daily and places
surplus cash on short-term
deposits

the company does not
speculate with derivative
instruments

daily treasury reviews
quarterly Treasury Committee

monthly Treasury Report to the
Board

a controlled approach to contract selection to ensure that work
undertaken matches the capability and resources available, that
contractual terms are acceptable and that clear responsibility for
scrutiny and approval is given to the appropriate level of management

differentiate offering on service and quality

contracts in progress are
controlled and managed
through the Group’s operating
structure and procedures,
including detailed and regular
reviews both divisionally and
centrally of forecast revenue
and costs to complete

monthly / quarterly operations
reviews

quarterly Financial & Commercial
Committee

monthly Board reviews

a comprehensive policy and framework is in place (including but not
exclusively site visits, near miss and hazard reporting)

best practice is shared via the Health and Safety forum with zero
tolerance of unsafe practices

HSE leaders appointed within each operating unit

the accident incidence rate is monitored closely in all operating
companies

the Group treats health, safety
and environmental issues as
a priority

monthly / quarterly operations
reviews

monthly Board reviews

a credit risk assessment is performed on clients before a contract is
signed

where possible, credit insurance is taken out on clients or suitable
arrangements, such as the use of escrow accounts or reduced credit
terms, are put in place

PCG'’s, third party bonds or other appropriate security is required from
subcontractors

subcontractors’ performance is continually monitored and shared
across the Group once they have been approved and are working with
the Group

the Group monitors the level of funds held with each financial
institution and mitigated the risk by limiting the level of funds held

contracts are spread between
subcontractors to the

extent possible to reduce
dependence on any one
subcontractor

monthly / quarterly operations
reviews

quarterly Supply Chain &
Procurement Committee
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Payments to creditors

The Group’s policy is to fix payment terms when agreeing the terms of each transaction. It is the Group’s general policy to
pay suppliers according to the agreed terms and conditions, provided that the supplier has complied with those terms.
Trade creditors include retention amounts held over defect liability periods. The creditor days for the Group at 30 June 2011
are 52 days (2010: 48 days).

Donations

During the year the company made no political donations (2010: £nil). During the year the Group made charitable donations
totalling £27,349 (2010: £23,369) including £3,900 to the Anderson Foundation, £3,280 to Variety Club Children’s Charity,
£2,500 to the Dawlish Town AFC Registered Charity and £2,500 to the South West MS Centre.

Employment policies

We support the principle of equal opportunities in employment and oppose all forms of unlawful or unfair discrimination on the
grounds of colour, race, religion or belief, age, nationality, ethnic origin, gender, sexual orientation, marital status or disability.
The Group’s policy provides equality of opportunity for employment and advancement on the basis of an individual’s suitability
for the work. As an equal opportunities employer our benefits and training are accessible to every staff member and, as
mentioned above, we encourage and support personal and professional development.

At ISG we pride ourselves not only on the projects that we deliver but also the training opportunities we provide to our staff.
In June 2011 the UK business, following a re-accreditation review, successfully met the Investors in People Standard.

The assessor commented in the accompanying report that ‘seminars by subject matter experts, extensive opportunities for
development, promotions, devolved responsibility and sharing of ideas and best practice all highlight an organisation that has
a continuous learning culture’. In November 2010 the UK business received a 10 Year Award from Investors in People.

A common Performance Development Review process is in place across the business to share best practice. The Group’s
values and associated behaviours are a fundamental part of this process. These Performance Development Reviews ensure
that employees continue to receive structured feedback and have the opportunity to agree personal development plans with
their managers.

The Group has well-established mechanisms to communicate with employees at every level and to encourage their
involvement regarding the Group’s performance and future activities. During the year the Group relaunched its intranet under
the name Horizon. Horizon can be viewed by all employees worldwide and enables the Group to better communicate its
strategy and distribute up-to-date news. During the next year a global file sharing mechanism will be added to Horizon, giving
employees access to case studies and winning-work resources.

All employees who have completed six months service with a Group company are invited to join the company’s Savings
Related Share Option Scheme on an annual basis and thereby share in the success of the Group. The Group also operates
an All-Employee Share Ownership Plan.

The Group HR Director has improved our knowledge and best practice sharing across the Group, simplifying and standardising
processes where appropriate.

Health & safety

The Board continues to consider health & safety a key priority and has maintained this focus throughout the year. It is essential
that we take all reasonable measures to conduct our business to ensure the health, safety and welfare of all our employees and
all other persons who may be affected by our activities.

This includes members of the public, clients, designers and subcontractors that we work with. In the UK we support this with
our certification to OHSAS 18001:2007 Occupational Health & Safety Management System and our dedicated teams of health
& safety professionals achieving industry leading safety performance.

This is demonstrated by ISG’s Accident Incident Rate (calculated on the number of reportable accidents per 1,000 employees)
of 2.60 (2010: 3.17) (industry average 7.33 for the period April 2010 to March 2011). These figures now also include our safety
performance in ISG Olson and Europe. We endeavour to ensure that the same high standards of health & safety are applied by
our overseas operations.

One of the best ways to raise standards is to recognise and reward those that lead the field and to encourage others to follow.
That is why every year The Royal Society for the Prevention of Accidents (RoSPA) and the British Safety Council (BSC), two

of the world’s leading health & safety organisations, invite companies of all sizes from the full spectrum of work activities and
from all over the world to enter the RoSPA and BSC safety awards. During May 2011 the Group received seven RoSPA Gold
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Medals, 25 Gold Awards and two Bronze Awards (2010: nine RoSPA Gold Medals, 21 Gold Awards and two Silver Awards) and
19 BSC International safety awards (2010: 20 BSC International safety awards).

We have maintained a strong commitment to health & safety training with over 63 UK directors and senior managers
completing the IOSH (Institute of Occupational Safety and Health) Safety for senior Executives course during 2011. During the
year over 180 UK employees and key suppliers completed our 5 day Site Managers Safety Training Scheme.

Sustainability

As a company working in the construction industry our impact on sustainability is far reaching. We have the ability to physically
change landscapes using a multitude of materials, we use natural resources during the construction process, produce waste,
work in a variety of communities and employ a large workforce. As a publicly listed company we are responsible to our
shareholders for our financial performance. In summary our work affects people, the planet and the prosperity of many on a
daily basis and this is what formed the basis of our sustainability policy.

We are committed to continual improvement. People, planet and prosperity continue to be the cornerstones of our policy today
and for the future.

e People (social issues)
Our main objectives are to develop the skills of our staff; to be socially responsible treating all of our stakeholders fairly
and with respect; create a safe and healthy built environment and to manage our supply chain responsibly.

In the last year we maintained our commitment to health and safety issues and have won further recognition including a wide
range of RoSPA and British Safety Council awards for projects around the world demonstrating our global consistency.

Our UK training and development received group Investors in People (liP) certification in 2011 and as our training
academies continue to improve the skills of our and our suppliers’ staff. Supply chain sustainability development is
encouraged with the continuation of our annual ISG sustainability award.

¢ Planet (environmental issues)
We aim to enhance and protect the natural environment and minimise the consumption of natural resources and reduce
our carbon footprint. We also aim to minimise waste and maximise the opportunities for recycling.

To demonstrate this commitment, all of our UK-based operations and our Hong Kong office have management systems
which are certified to the requirements of ISO14001:2000 Environmental Management Systems. Sustainability Strategies
have now been agreed with all ISG companies to ensure continual development.

We are on target to meet our UK Halving Waste to Landfill initiative promoted by the government funded WRAP (Waste &
Resources Action Programme). Our recycling rates continue to improve across the business with our exemplar projects
achieving zero waste to landfill and a UK average recycling rate of 88% (2010: 85%).

e Prosperity (economic issues)
Our main objective is to be a good corporate citizen and engage with the local communities in which we work. We also
aim to improve the capability of ISG and to communicate with our shareholders.

Lloyds Banking Group appreciated ISG’s environmental achievements and awarded us a Sustainability Partnership where
we advise on construction best practice and future development.

Our capability was recognised with a range of international awards from the Best Office Award in Moscow, the BSC
International Award for Safety and short listed for the Building Magazine Major Contractor of the year award. The influence
of the Group expands with the further acquisition in Shanghai and our Dubai office relocated to the prestigious Sama
Tower and new offices opened in Glasgow, Cardiff, Liverpool and Newcastle in the UK.



Directors’ report
(continued)

Disclosure of information to auditors
Each of the persons who is a director at the date of approval of this report confirms that:

(1) so far as the director is aware, there is no relevant audit information of which the company’s auditors are unaware; and
(2) the director has taken all the steps that he ought to have taken as a director in order to make himself aware of any relevant
audit information and to establish that the company’s auditors are aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of section 418 of the Companies Act 2006.

Auditors
A resolution to re-appoint Deloitte LLP as the Group’s auditors will be proposed at the forthcoming Annual General Meeting.

The notice of the Annual General Meeting is set out on page 111.
Approved by the Board of directors and signed on behalf of the Board.
J S P Cranney

Company Secretary
6 September 2011
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Report of the board to the
shareholders on directors’
remuneration

This report has been prepared in accordance with Schedule 8 of the Accounting Regulations under Companies Act 2006,

and has been approved by the Board and adopted for submission to the shareholders. This report is unaudited, except where
specified. A resolution to approve the report will be proposed at the Annual General Meeting of the company to be held on

16 November 2011.

Remuneration Committee

The members of the Remuneration Committee during the year were J L Jeremy (Chairman), M J Barnes and J R Stevenson.
The Remuneration Committee makes recommendations to the Board, within existing terms of reference, on remuneration
policy and determines, on behalf of the Board, specific remuneration packages for each of the executive directors. During the
year the Remuneration Committee sought and received advice from the remuneration advisers, Hewitt New Bridge Street,
specifically in relation to the Performance Share Plan 2010 (the “Performance Share Plan”) which was approved by the
members at the last annual general meeting. The remuneration adviser has no other connection to the company.

Remuneration policy

The Group’s policy is to provide executive remuneration arrangements which are designed to attract, motivate and retain
directors of the high calibre required, to promote the long-term success of the company and to reward the executive directors
for enhancing value to shareholders without encouraging inappropriate risk taking. The performance measurement of the
executive directors and the determination of their annual remuneration arrangements are undertaken by the Remuneration
Committee consisting solely of non-executive directors. In determining the annual remuneration arrangements of the executive
directors, the Remuneration Committee takes into account the remuneration policies applied elsewhere in the Group.

The remuneration of the non-executive directors is determined by the full Board.

In framing remuneration policy the Remuneration Committee has given full consideration to the requirements of the UK
Corporate Governance Code.

Components of remuneration

The Remuneration Committee recognises the importance of ensuring an appropriate mix of performance related and
non-performance related elements of remuneration and this is reflected in the remuneration arrangements established for the
executive directors. The Remuneration Committee reviews the remuneration of the executive directors and the senior management
to ensure a consistent approach is being applied to remuneration arrangements. The components of remuneration are:

a) basic salary and benefits;
b) performance related discretionary bonuses; and
c) performance related share and share option incentives.

The company operates an optional salary waiver arrangement which can result in pension contributions being made.

Basic salary
An executive director’s basic salary is determined by the Remuneration Committee at the beginning of each financial year and
when an individual changes position or responsibility. G V Aldridge and S D Lawther did not take a salary increase during the year.

Bonus payments
In the year ended 30 June 2011, the directors received bonuses which reflected performance relating to the financial year
ended 30 June 2010.

For J C B Houlton and S D Lawther the performance criteria for the financial year ended 30 June 2010 included Group profit
based targets, completion of strategic objectives and non-financial elements covering health & safety, financial accounting
standards, human resource management and environmental responsibility. As stated in last year’s annual report, not all of the
targets were achieved and therefore J C B Houlton and S D Lawther did not receive the maximum bonuses of 75% of basic
salary. However, it was the view of the Remuneration Committee that J C B Houlton and S D Lawther had performed well
against the targets despite the difficult economic circumstances and they therefore each received a bonus equal to 60% of
basic salary. Similar performance criteria applied for the financial year ended 30 June 2011, the maximum bonus payable being
up to 75% of basic salary. Again, not all of the targets were achieved and therefore an accrual of 60% of basic salary has been
included in the accounts for the financial year ended 30 June 2011.

For G V Aldridge the performance criteria for the financial year ended 30 June 2010 included Group profit based targets
and completion of strategic objectives. The maximum bonus payable was 50% of basic salary. As not all of the targets were
achieved he received a bonus equal to 20% of basic salary. Similar performance criteria applied for the financial year ended
30 June 2011, the maximum bonus payable being up to 50% of basic salary. Again, not all of the targets were achieved and
therefore an accrual of 25% of basic salary has been included in the accounts for the financial year ended 30 June 2011.
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Share options

The Remuneration Committee approves the grant of options to executive directors under the Group’s discretionary share
schemes. In respect of share options, the following audited information also applies:

a) details of directors’ share options are detailed below, and

b) all options granted to directors under the Approved Plan (since 2008) and under the Unapproved Plan are subject to
performance criteria relating to growth in adjusted earnings per share which is calculated from the earnings attributable
to ordinary shareholders after adjusting for amortisation of goodwill and the profit or loss on disposal of associates and
subsidiaries. Since October 2010 the Remuneration Committee has also applied a Total Shareholder Return (TSR) element
to the performance criteria.

The performance criteria for share options unexercised as at 30 June 2011 are as follows:

Date of grant

Performance period

Target

10 May 2004

29 September 2005

18 September 2006

14 October 2008

14 April 2009

16 October 2009

8 October 2010

1 July 2004 to
30 June 2007

1 July 2005 to
30 June 2008

1 July 2006 to
30 June 2009

1 July 2008 to
30 June 2011

1 July 2009 to
30 June 2012

1 July 2009 to
30 June 2012

1 July 2010 to
30 June 2013

The percentage increase in adjusted EPS over the performance period
must be greater than the increase in the RPI plus 3% per annum over
the same period.

The percentage increase in adjusted EPS over the performance period
must be greater than the increase in the RPI plus 3% per annum over
the same period.

The percentage increase in adjusted EPS over the performance period
must be greater than the increase in the RPI plus 3% per annum over
the same period.

The percentage increase in adjusted EPS over the performance period
must be greater than the increase in the RPI plus 3% per annum over
the same period.

Aggregate adjusted EPS for the performance period must be in the range
of 72p to 80p. The proportion of the option which is exercisable will
increase from 0% to 100% on a straight line basis between these amounts.

Aggregate adjusted EPS for the performance period must be in the range
of 72p to 80p. The proportion of the option which is exercisable will
increase from 0% to 100% on a straight line basis between these amounts.

75% of the option is subject an EPS performance condition as follows:
adjusted EPS growth per annum for the performance period must be

in the range of 3% and 10%. The proportion of the option which is
exercisable will increase from 24.75% to 75% on a straight line basis
between these amounts.

25% of the option is subject to a TSR performance condition as follows:
rank of the company’s TSR within a specified comparator group must
be between median and the upper quartile. The proportion of the option
which is exercisable will increase from 8.25% to 25% on a straight line
basis between these amounts.

Executive directors are also entitled to participate in the SAYE Scheme.

Share awards

At the last Annual General Meeting the members approved the adoption of a long-term incentive plan, the Performance Share
Plan. Following that meeting the Remuneration Committee approved the grant of share awards to the executive directors
under the Performance Share Plan. In respect of the share awards, the following audited information also applies:

a) details of directors’ share awards are detailed below, and

b) all share awards made to directors under the Performance Share Plan are subject to performance criteria relating to
growth in adjusted earnings per share which is calculated from the earnings attributable to ordinary shareholders after
adjusting for amortisation of goodwill and the profit or loss on disposal of associates and subsidiaries, and to the ranking
of the company’s TSR within a specified comparator group.
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The performance criteria for share awards not vested as at 30 June 2011 are as follows:

Date of award Performance period Target
10 December 2010 1 July 2010 to 75% of the option is subject to an EPS performance condition as follows: adjusted
30 June 2013 EPS growth per annum for the performance period must be in the range of 3%

and 10%. The proportion of the option which is exercisable will increase from
24.75% to 75% on a straight line basis between these amounts.

25% of the option is subject to a TSR performance condition as follows: rank of
the company’s TSR within a specified comparator group must be between median
and the upper quartile. The proportion of the option which is exercisable will
increase from 8.25% to 25% on a straight line basis between these amounts.

Performance criteria applied to share options and share awards

In the Remuneration Committee’s opinion any share-based incentives should be linked to the interests of the shareholders.

The principal measure of those interests is shareholder return, to which earnings per share is the main contributor which can be
determined by management performance. Therefore, the Remuneration Committee views a mixture of earnings per share and
Total Shareholder Return (TSR), weighted towards the former, as the optimum balance for share option and award vesting criteria.

Directors’ interests
The directors at the date of this report and at year end, except where indicated, and their interests (including those of their
spouses and children) in the shares of the company, all of which were beneficial, are set out below:

30 June 2011 30 June 2010
Ordinary shares Number Number
G V Aldridge 40,000 40,000
M J Barnes 34,400 34,400
R M Dantzic 85,500 85,500
J C B Houlton 68,589 65,009
J L Jeremy 87,661 87,661
S D Lawther 150,519 139,742
J R Stevenson 36,000 36,000
R G Whittington - N/A

There have been no changes in directors’ interests stated above between the year end and 6 September 2011.

Audited information
Below are details of the directors’ discretionary options at the year end and at the date of this report.

Number of options Exercise Earliest date

Date 1July Awarded/ Exercised/ 30 June price from which Expiry

of grant 2010 (Lapsed) (Cancelled) 2011 (pence) exercisable Date

G V Aldridge 14/10/08 75,000 - - 75,000 144 14/10/11 14/10/18
14/04/09 75,000 - - 75,000 97 14/04/12 14/04/19

16/10/09 66,667 - - 66,667 185 16/10/12 16/10/19

08/10/10 - 53,000 - 53,000 185 08/10/13 08/10/20

J C B Houlton  18/09/06 135,000 - - 135,000 261 18/09/09 18/09/16
14/10/08 125,000 - - 125,000 144 14/10/11 14/10/18

14/04/09 250,000 - - 250,000 97 14/04/12 14/04/19

16/10/09 133,333 - - 133,333 185 16/10/12 16/10/19

08/10/10 - 124,000 - 124,000 185 08/10/13 08/10/20

S D Lawther 20/09/02 15,000 - - 15,000 200 20/09/05 20/09/12
10/05/04 183,422 - - 183,422 1762 10/05/07 10/05/14

29/09/05 200,000 - - 200,000 223 29/09/08 29/09/15

14/10/08 175,000 - - 175,000 144 14/10/11 14/10/18

14/04/09 375,000 - - 375,000 97 14/04/12 14/04/19

16/10/09 166,667 - 166,667 185 16/10/12 16/10/19

08/10/10 = 163,000 - 163,000 185 08/10/13 08/10/20
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The exercise price given in the above table is the average of the closing mid-market prices of ordinary shares of 1 pence
each in the company as quoted on the AIM market of the London Stock Exchange plc on each of the three business days
immediately preceding the date of the grant.

The market price of the shares at 30 June 2011 was 201.0p and the range during the year was 212.5p to 140.0p.

Below are details of the directors’ share awards at the year end and at the date of this report.

Number of shares Market price

Date of 1 July 30 June of shares
award 2010 Awarded Vested Lapsed Cancelled 2011 (pence) Date of vesting
G V Aldridge 10/12/10 - 33,905 - - - 33,905 192 December 2013
J C B Houlton 10/12/10 - 59,374 - - - 59,374 192 December 2013
S D Lawther 10/12/10 - 78,124 - - - 78,124 192 December 2013

The market price given in the above table is the average of the closing mid-market prices of ordinary shares of 1 pence each in
the company as quoted on the AIM market of the London Stock Exchange plc on each of the three business days immediately
preceding the date of the award.

Below are details of the directors’ SAYE options at the year end and at the date of this report.

Number of options Exercise Earliest date

Date 1July Awarded/ Exercised/ 30 June price from which Expiry

of grant 2010 (Lapsed) (Cancelled) 2011 (pence) exercisable Date

G V Aldridge 07/11/08 5,218 - - 5,218 156 01/02/12 01/08/12
10/11/09 753 - - 753 183 01/02/13 01/08/13

J C B Houlton  07/11/08 5,218 - - 5,218 156 01/02/12 01/08/12
10/11/09 753 - - 753 183 01/02/13 01/08/13

S D Lawther 07/11/08 5,218 - - 5,218 156 01/02/12 01/08/12
10/11/09 753 - - 753 183 01/02/13 01/08/13

The exercise price given in the above table is the average of the closing mid-market prices of ordinary shares of 1 pence
each in the company as quoted on the AIM market of the London Stock Exchange plc on each of the three business days
immediately preceding the date of the grant.

Performance graph

The following graph shows the company’s performance, measured by total shareholder return, compared with the performance
of the AIM share index also measured by total shareholder return. The AIM share index has been selected for this comparison
as the company is a constituent of that index.

Total shareholder return (TSR) The graph shows the theoretical
£140 —— Interior growth in the value of an initial
/\ Senvices . 3
£120 - Group £100 hypothetical shareholding
0100 je====""" “\ . —B=AM over the specified period, assuming
\\«\ patasourcedfrom  that dividends are re-invested to

[hd £80 N S Yahoo finance and ang . .

2 SO / - AIM websites purchase additional units of equity
£60 Se - at the closing price applicable on
£40 the ex-dividend date. Historical
£20 data is based on the constituent

£0 ‘ ‘ ‘ ‘ ‘ companies at each given date.
June 06 June 07 June 08 June 09 June 10 June 11

Directors’ contracts

None of the service contracts of executive directors includes provision for specific payment in the event of early termination,
nor do they provide for extended notice periods in the event of a change in control. It is not the Remuneration Committee’s
intention to introduce such provisions. If any existing contract of employment is breached by the company in the event

of termination, the company would be liable to pay, as damages, an amount approximating to the net loss of salary and
contractual benefits for the unexpired notice period. The Remuneration Committee will seek to ensure that the director fulfils
his obligation to mitigate his losses and will also give consideration to phased payments where appropriate.
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Details of the service contracts of the executive directors are shown in the table below.

Date of contract Notice period from company (months)
G V Aldridge 11 January 2008 12
J C B Houlton 1 August 2006 12
S D Lawther 18 June 2001 12

With the approval of the Remuneration Committee, executive directors are entitled, under their service agreements, to perform
duties outside the Group and to receive fees for those duties. Other than G V Aldridge, none of the directors received fees for
duties performed outside the Group during the year. G V Aldridge retained his total earnings of £50,000 from his roles as
non-executive chairman of Broker Profile, an investor relations consultancy, and as non-executive chairman of Core Capital V
VCT plc, a specialist private equity investor.

Non-executive directors

The remuneration of the non-executive directors is determined by the Board within the limits set out in the Articles of Association,
and is based upon independent surveys of fees paid to non-executive directors of similar companies. The remuneration

paid to each non-executive director in the year to 30 June 2011, shown below, was subject to Board approval. Fees for the
non-executive directors did not increase during the financial year. Non-executive directors may be paid for professional
services provided to the Group, but cannot participate in the company’s share option schemes. Non-executive directors do not
have service contracts and are not eligible to join in any pension scheme operated by the Group. The letters of appointment for
J L Jeremy, M J Barnes, J R Stevenson and R G Whittington are for a one-year term and subject to prior termination on notice
of three months either way, while the letter of appointment for R M Dantzic is for a one-year term with twelve months’ notice.

Aggregate directors’ remuneration
Details of the directors’ interests in the share capital of the company are set out on page 53. Remuneration policy and further
details of directors’ remuneration are set out on pages 51 to 55 and pages 78 to 79.

2011 2010

Total Total

Fee (£) Salary (£) Bonus (£) Pension (£) Benefits (£) remuneration (£) remuneration (£)

R M Dantzic 70,000 - - - - 70,000 70,000
G V Aldridge - 179,709 41,339 53,471 3,818 278,337 252,640
J C B Houlton - 261,816 162,000 66,619 17,332 507,767 461,771
S D Lawther - 355,469 225,000 75,781 17,042 673,292 635,878
M J Barnes 40,000 - - - - 40,000 40,000
J L Jeremy 40,000 - - - - 40,000 40,000
J R Stevenson 40,000 - - - - 40,000 40,000
R G Whittington 3,795 - - - - 3,795 N/A
193,795 796,994 428,339 195,871 38,192 1,653,191 1,540,289

The above bonuses relate to the profits for the financial year ended 30 June 2010. Included in Note 27 is an accrual of
£512,385 for bonuses payable in respect of the financial year ended 30 June 2011.

Benefits include, where applicable, car allowance, private medical insurance, income protection and life assurance.

After consideration by the Remuneration Committee, the directors will be awarded bonuses out of the amount set aside as
described in Note 27.

Pension contributions made by the company in respect of directors are to personal pension schemes under a salary waiver
arrangement. The pension figures provided in the table above comprise a combination of salary waivers and employer contributions.

Aggregate remunerations disclosed above do not include any amounts for the value of options to acquire ordinary shares in the
company granted or held by directors. No share options were exercised by directors during the financial year ended 30 June 2011.

Approved by the Board of directors and signed on behalf of the Board.
J S P Cranney

Company Secretary
6 September 2011



Corporate
governance

While the Group is not subject to the provisions of the UK Corporate Governance Code (formerly known as the Combined
Code), the directors have decided to provide corporate governance disclosures. The directors have also considered the
guidance set out in Guidance on Audit Committees (formerly known as The Smith Guidance).

The UK Corporate Governance Code (the Code), as appended to the Listing Rules, sets out Principles of Good Corporate
Governance and Code provisions which are applicable to listed companies incorporated in Great Britain.

A narrative statement on how the company has applied the Principles and a statement explaining the extent to which the
provisions in the Code have been complied with appear below.

Narrative Statement
The Code establishes 18 Principles of Good Governance which are split into five areas which are covered below and in the Directors’
Report on pages 44 to 50 and in the Report of the Board to the Shareholders on Directors’ Remuneration on pages 51 to 55.

Directors

The company is controlled through the Board of directors which comprises three executive directors and five independent
non-executive directors. There is a separation of the roles and responsibilities of the Chairman and the Chief Executive Officer.
The Non-Executive Chairman leads the Board and ensures that the directors have sufficient relevant information to enable
them to make informed decisions on the strategy of the business and to assess the performance of the various business units.
The Chief Executive Officer’s responsibilities focus on running the Group’s businesses and implementing Group strategy.

The Board has considered and confirmed the independence of its non-executive directors. All directors are able to take
independent professional advice in furtherance of their duties if necessary. They also have access to the advice and services
of the Company Secretary.

J L Jeremy will retire as a director of the company at the conclusion of the Annual General Meeting. He will be succeeded as
the Senior Independent Director by M J Barnes and as Chairman of the Remuneration Committee by J R Stevenson.

During the year there were ten Board meetings, three Audit Committee meetings and six Remuneration Committee meetings.
Attendance by the directors was as follows:

Board Audit Committee Remuneration Committee
G V Aldridge 10 N/A N/A
M J Barnes 10 N/A 5
R M Dantzic 10 3 N/A
J C B Houlton 9 N/A N/A
J L Jeremy 9 3 6
S D Lawther 10 N/A N/A
J R Stevenson 9 3 6
R G Whittington 2* N/A N/A

*number attended since joining the Board on 27 May 2011

The Chairman also regularly meets with the non-executive directors without the executive directors present to discuss the
performance of the Group and any other matters as they arise.

The Board has a formal schedule of matters reserved to it which includes:

approval of annual budgets and business plans

approval of contracts exceeding prescribed thresholds
acquisitions and disposals

approval of all capital expenditure projects not covered by budget

It is responsible for overall Group strategy, acquisition and divestment policy, approval of major capital expenditure projects
and consideration of significant financing matters. It monitors the exposure to key business risks and reviews the strategic
direction of individual trading subsidiaries, their codes of conduct, their annual budgets, their progress towards achievement
of those budgets and their capital expenditure programmes. The Board also considers environmental and employee issues
and key appointments. It ensures that all directors receive appropriate training on appointment and then subsequently as
appropriate. All directors submit themselves for re-election at least once every three years.
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The Board has two committees, the Audit Committee and the Remuneration Committee. Details of the Remuneration Committee
can be found in the Report of the Board to the Shareholders on Directors’ Remuneration on pages 51 to 55. The members

of the Audit Committee are R G Whittington (Chairman), R M Dantzic, J L Jeremy and J R Stevenson. R G Whittington is a
qualified accountant. He recently retired as a senior partner from KPMG and he is considered to be the non-executive member
of the Board with the most recent experience necessary for the role of Chairman of the Audit Committee.

During the year, the Audit Committee of the Board:

a) meets regularly with the external auditors and executive directors attending by invitation to review the financial statements,
the suitability of the accounting policies and financial reporting of the company, its internal management and financial
controls and matters arising from the external auditors’ work;

b) approves the nature and extent of non-audit work undertaken by the external auditors; and

c) makes recommendations to the Board on these matters and in relation to the re-appointment of auditors to be
recommended to the shareholders at the Annual General Meeting.

In forming their opinion of the independence and objectivity of the external auditors, the Audit Committee takes into account
the safeguards operating within the external auditors and ensures that the level of audit fee is sufficient to enable them to
fulfil their obligations in accordance with the audit Letter of Engagement. Fees for non-audit work are reviewed by the Group
Finance Director and then passed to the Audit Committee for approval.

The Chairman of the Audit Committee makes a report to the Board following each Committee meeting and the Board receives
the minutes of all Audit Committee meetings.

The Audit Committee’s terms of reference are available from the Secretary and will be available for inspection at the Annual
General Meeting.

An evaluation of the Board, the Audit Committee, the Remuneration Committee and the individual directors was conducted
during the year by the Chairman and the Secretary (and by the Senior Independent Director and the Secretary in the case

of the Chairman’s evaluation) by means of questionnaires followed by meetings on a one to one basis to review the results.
The results of the evaluation were considered satisfactory and provided evidence of a healthy culture that encourages candid
discussion and rigorous decision-making.

Directors’ remuneration

The Remuneration Committee measures the performance of the executive directors and key members of senior management as a
prelude to recommending their annual remuneration, bonus awards and awards of share options to the Board for final determination.
The Report of the Board to the Shareholders on Directors’ Remuneration is set out on pages 51 to 53. The Remuneration
Committee’s terms of reference are available from the Secretary and will be available for inspection at the Annual General Meeting.

Relations with shareholders

The Board encourages two way communication with both its institutional and private investors and responds quickly to all
queries received. The executive directors have met with analysts and institutional shareholders on a regular basis in the year
ended 30 June 2011. Non-executive directors are fully briefed by the executive directors on the views of major shareholders
about the company and are available for meetings with major shareholders. All shareholders have at least twenty working days’
notice of the Annual General Meeting at which all directors and Committee chairs are introduced and available for questions.

Accountability and audit

Financial reporting

A review of the performance and financial position of the Group is included in the Financial Review. The Board uses this,
together with the Chairman’s Statement, the Chief Executive Officer’s Statement and the Directors’ Report on pages 8 to 50,
to present a balanced and understandable assessment of the company’s position and prospects. The statement of directors’
responsibilities for the financial statements is described on page 60.

Internal control

An ongoing process for identifying, evaluating and managing the significant risks faced by the Group has been established and that
process is regularly reviewed by the Board and accords with the revised version of Internal Control Guidance for Directors on the
UK Corporate Governance Code produced by the Turnbull working party. Following the latest review, the significant risks faced by
the Group now total 31, of which six are considered principal risks as described on pages 45 and 47. Steps continue to be taken to
embed internal control and risk management further into the operations of the business and deal with areas of improvement coming
to management and Board attention. As part of this process, a Corporate Governance Manual setting out the principle business
policies and procedures operating within the Group has been produced previously and adopted by all businesses across the Group.
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(continued)

The reporting systems include formal consideration of all significant business risks at the monthly Board meetings and are
still subject to continuous review by the Board throughout the year. The monthly management information includes key risk
indicators with the emphasis on early warning systems. Risk management principles are embedded within all significant projects.

The directors are responsible for the system of internal control and reviewing its effectiveness. Such a system is designed
to manage rather than eliminate the risk of failure to achieve business objectives, and can provide only reasonable but not
absolute assurance against material misstatement or loss.

The key risk management activities are described under the following headings:

e Strategic control
The Board reviews the Group’s strategic plans each year and monitors progress throughout the year. On a regular basis,
the Group’s significant risks are updated and appropriate control strategies and accountabilities are agreed.

e Allocation of responsibilities and control environment
The Board has set clear terms of reference for each of its committees and the Group has an organisational structure with
clear reporting lines for financial results, risk exposure and control assessment, and defined and documented delegated
authorities are in place.

e Quality and integrity of personnel
The Group is committed to competence and integrity of management and staff at all levels, through its values statement,
comprehensive recruitment, training and appraisal programmes.

¢ Role of the executive directors
Day-to-day management of the Group’s activities is delegated by the Board to the executive directors. They monitor
the effectiveness of the operating units in meeting Group objectives and controlling major business risks and make
recommendations to the Board.

e Risk management reporting and Board review
The Board has overall responsibility for identifying, evaluating and managing major business risks facing the Group.
It regularly reviews all operating unit assessments of business risk exposure and control, including compliance
assessments, and determines appropriate action, taking into account the recommendations of the executive directors.

e  Operating unit controls
Key controls over major business risks include reviews against performance indicators and exception reporting.
Each operating unit’s senior management is responsible for identifying, evaluating and managing major business risks.
They make regular assessments of their exposure to major business risks and the extent to which these risks are
controlled, which are reported to the Board on a monthly basis.

¢ Financial control
The Group has a comprehensive system for reporting financial results to the Board. The performance of each business
is reviewed monthly by local and Group management. Each operating unit prepares monthly results with a comparison
against budget or forecast. The Board reviews these for the Group as a whole and determines appropriate action.
Certain members of the Board sit on the boards of the main operating companies.

¢ Internal audit
While there is no dedicated internal audit function, internal audit resources are provided by the central functions which
are considered sufficient by the Group. They support the risk management activities and help to identify key risk areas
across the Group. Any significant issues are reported to the Board via monthly reports. In particular, the Group Commercial
Director’s role includes the implementation of, and the monitoring of adherence to, the Group’s policies on key commercial
issues, assisting in the validation of key commercial judgements taken, and ensuring that relevant training is provided for
all key commercial staff as appropriate.

e Controls over central functions
A number of the Group’s key functions, including Commercial, HR, Health and Safety and Finance, are monitored and
managed centrally. Each function is required to report to the Board on a regular basis.

e |IT systems
The Group has established controls and procedures over the security of data held on computer systems and suitable
disaster recovery arrangements are in place.
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An ongoing review of the effectiveness of the system of internal control for the year ended 30 June 2011 has been maintained
and has taken account of any material developments since the year end.

Compliance statement

Although not required to, the Board reports on compliance with the fifty two code provisions throughout the accounting period.
Save for the exceptions outlined below, the company has complied throughout the accounting period ended 30 June 2011
with the provisions set out in the Code. The exceptions to the Code were as follows:

B.2.1

The directors have not constituted a Nomination Committee because they consider that it is preferable for elections to the
Board to be dealt with by the Board as a whole. As a result, B.2.2 and B.2.4 do not apply and therefore have also not been
complied with.

B.6.2
Not applicable.

C.3.1

Until May 2011 the Chairman of the company, who is a qualified accountant, was also Chairman of the Audit Committee.
Thereafter, R G Whittington, also a qualified accountant, became Chairman of the Audit Committee and therefore the company
now complies with this provision.



Statement of Directors’
responsibilities

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

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors are
required to prepare the group financial statements in accordance with International Financial Reporting Standards (IFRSs) as
adopted by the European Union and Article 4 of the IAS Regulation and have elected to prepare the parent 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 accounts unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company for that period.

In preparing the parent company financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;

make judgments and accounting estimates that are reasonable and prudent;

state whether applicable UK Accounting Standards have been followed, 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 company will
continue in business.

In preparing the group financial statements, International Accounting Standard 1 requires that directors:

properly select and apply accounting policies;

present information, including accounting policies, in a manner that provides relevant, reliable, comparable and
understandable information;

provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient to enable users to
understand the impact of particular transactions, other events and conditions on the entity’s financial position and financial
performance; and

make an assessment of the company’s ability to continue as a going concern.

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 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 corporate and financial information included on the
company’s website. Legislation in the United Kingdom governing the preparation and dissemination of financial statements
may differ from legislation in other jurisdictions.

Responsibility statement
We confirm that to the best of our knowledge:

e the financial statements, prepared in accordance with the relevant financial reporting framework, give a true and fair
view of the assets, liabilities, financial position and profit or loss of the company and the undertakings included in the
consolidation taken as a whole; and

e the management report, which is incorporated into the directors’ report, includes a fair review of the development and
performance of the business and the position of the company and the undertakings included in the consolidation taken
as a whole, together with a description of the principal risks and uncertainties that they face.

By order of the Board
S D Lawther J C B Houlton

Director Director
6 September 2011 6 September 2011
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Independent auditors’
report to the members of
Interior Services Group plc

We have audited the group financial statements of Interior Services Group plc for the year ended 30 June 2011 which comprise
the Consolidated Income Statement, the Consolidated Statement of Comprehensive Income, the Consolidated Balance Sheet,
the Consolidated Statement of Changes in Equity, the Consolidated Cash Flow Statement and the related Notes 1 to 38. 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. This report is made solely to the company’s members, as a body, in
accordance with Chapter 3 of Part 16 of the Companies Act 2006. Our audit work has been undertaken so that we might state
to the company’s members those matters we are required to state to them in an auditors’ report and for no other purpose.

To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the preparation of the
group 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 group 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.

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 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:

e give a true and fair view of the state of the group’s affairs as at 30 June 2011 and of its profit for the year then ended;
e have been properly prepared in accordance with IFRSs as adopted by the European Union; and
e 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
e we have not received all the information and explanations we require for our audit.

Other matters
We have reported separately on the parent company financial statements of Interior Services Group plc for the year ended 30
June 2011 and on the information in the Directors’ Remuneration Report that is described as having been audited.

Although not required to do so, the directors have voluntarily chosen to make a corporate governance statement detailing the
extent of their compliance with the UK Corporate Governance Code. We reviewed:

e the directors’ statement in relation to going concern; and

e the part of the Corporate Governance Statement relating to the company’s compliance with the nine provisions of the UK
Corporate Governance Code specified for our review;

e certain elements of the report to shareholders by the Board on directors’ remuneration.

Stephen Griggs FCA

(Senior Statutory Auditor) for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor

London, United Kingdom

6 September 2011



Consolidated income
statement
Year ended 30 June 2011

2011 2010
Notes £°000 £'000
Continuing operations
Revenue 5 1,195,597 972,191
Cost of sales (1,129,962) (910,430)
Gross profit 65,635 61,761
Share of profits of associates and joint 39ventures 8 16 (203)
Amortisation of intangibles 17 (1,592) (1,424)
Administrative expenses 6 (53,896) (49,058)
Operating profit before exceptional items 5 10,163 11,076
Administrative expenses - exceptional items 7 (842) (1,871)
Operating profit after exceptional items 5 9,321 9,205
Finance income 10 181 99
Finance costs 11 (459) (559)
Profit before tax 5 9,043 8,745
Taxation 12 (2,004) (2,144)
Profit for the period from continuing operations 7,039 6,601
Discontinued operations
Loss for the period from discontinued operations 13 - (768)
Profit for the period 7,039 5,833
Attributable to:
Owners of the company 7,027 5,833
Non-controlling interests 35 12 =
7,039 5,833
Earnings per share*
From continuing and discontinued operations:
Basic earnings per share 15 22.17p 18.80p
Diluted earnings per share 15 21.78p 18.58p
From continuing operations:
Basic earnings per share 15 22.17p 21.27p
Diluted earnings per share 15 21.78p 21.03p

*calculated using earnings after exceptional items
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Consolidated statement
of comprehensive income
Year ended 30 June 2011

2011 2010
Notes £000 £'000
Profit for the period 7,039 5,833
Other comprehensive income for the period
Exchange differences on translation of foreign operations 2,162 425
Total comprehensive income for the period 9,201 6,258
Attributable to:
Owners of the company 9,183 6,258
Non-controlling interests 35 18 -
9,201 6,258

ltems in the statement above are disclosed net of tax. The tax relating to each component of other comprehensive
income is disclosed in Note 12.



Consolidated balance sheet
At 30 June 2011

2011 2010
Notes £°000 £'000
Non-current assets
Goodwill 16 84,720 79,890
Other intangible assets 17 7,616 6,498
Property, plant and equipment 18 6,322 6,010
Investment in associates and joint ventures 19/20 56 467
Deferred tax assets 29 1,731 1,492
Trade and other receivables 22 917 1,718
101,362 96,075
Current assets
Inventories 21 1,318 3,560
Trade and other receivables 22 170,795 135,902
Due from customers for contract work 23 90,390 100,147
Cash and cash equivalents 24 44,619 43,676
307,122 283,285
Total assets 408,484 379,360
Current liabilities
Borrowings 25 (4,589) (4,776)
Trade and other payables 27 (323,221) (299,540)
Due to customers for contract work 23 (14,125) (11,256)
Provisions 28 (88) (645)
Current tax liabilities (1,342) (1,045)
(343,365) (817,262)
Non-current liabilities
Borrowings 25 (3,909) (7,851)
Deferred tax liabilities 29 (1,976) (1,735)
Trade and other payables 27 (2,209) (1,267)
Provisions 28 (82) (749)
(8,176) (11,602)
Total liabilities (351,541) (328,864)
TOTAL NET ASSETS 56,943 50,496
Equity
Called up share capital 30 334 332
Share premium account 22,841 22,355
Foreign currency translation reserve 4,546 2,877
Investment in own shares (3,658) (3,770)
Retained earnings 32,537 28,702
Equity attributable to owners of the company 56,600 50,496
Non-controlling interests 35 343 -
TOTAL EQUITY 56,943 50,496

The consolidated financial statements of Interior Services Group plc (company number 2997684) were approved by the Board
of directors and authorised for issue on 6 September 2011. They were signed on behalf of the Board of directors.

S D Lawther J C B Houlton
Director Director
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Consolidated statement
of changes in equity
Year ended 30 June 2011

Foreign Invest- Non-
currency ment in control-
Share Share translation own Retained ling Total
capital premium reserve shares earnings Total interests equity
£°000 £°000 £°000 £°000 £°000 £°000 £°000 £°000
Balance at 1 July
2009 311 19,876 3,041 (3,854) 25,898 45,272 - 45,272
Profit for the period - - - - 5,833 5,833 = 5,833
Exchange
differences arising
on translation of
foreign operations - - (164) - 589 425 - 425
Total comprehensive
income - - (164) - 6,422 6,258 - 6,258
Payment of
dividends - - - - (4,378) (4,378) - (4,378)
Issue of shares 21 2,479 - - - 2,500 - 2,500

Recognition of

investment in own

shares - - - 84 - 84 - 84
Deferred tax on

share-based

payments - - - - 38 38 - 38
Recognition of

share-based

payments - - - - 722 722 - 722
Balance at 30 June

2010 332 22,355 2,877 (3,770) 28,702 50,496 - 50,496
Profit for the period - - - - 7,027 7,027 12 7,039
Exchange

differences arising
on translation of

foreign operations - - 1,669 - 487 2,156 6 2,162
Total comprehensive

income - - 1,669 - 7,514 9,183 18 9,201
Payment of

dividends - - - - (4,605) (4,605) - (4,605)
Issue of shares 2 486 - - - 488 - 488
Added on acquisition

of subsidiary - - - - - - 325 325

Recognition of

investment in own

shares - - - 112 - 112 - 112
Deferred tax on

share-based

payments - - - - 112 112 - 112
Recognition of

share-based

payments - - - - 814 814 - 814
Balance at 30 June
2011 334 22,841 4,546 (3,658) 32,537 56,600 343 56,943

The foreign currency translation reserve is used to record cumulative translation differences on the goodwill and other
intangibles of foreign operations (Notes 16 and 17). The cumulative translation differences are recycled to the income
statement on disposal of the foreign operation.



Consolidated cash flow
statement
Year ended 30 June 2011

2011 2010
Notes £°000 £'000
Cash flows from operating activities
Operating profit from continued operations 5 9,321 9,205
Share of (profit)/loss of associates and joint ventures 8 (16) 203
Loss on sale of joint ventures 7 553 -
Amortisation of intangibles 17 1,592 1,424
Depreciation on property, plant and equipment 18 2,511 2,443
(Gain)/loss on disposal of property, plant and equipment (10) 28
Share based payment expense adjustment for share schemes 814 722
Movements in working capital:
Decrease/(increase) in inventories 21 2,242 (265)
Increase in trade and other receivables (24,066) (22,567)
Increase in trade and other payables 23,177 18,052
Cash generated from operations 16,118 9,245
Taxation (2,285) (2,911)
Net cash inflow from operating activities from continuing operations 13,833 6,334
Net cash outflow from operating activities from discontinued operations 13 - (349)
Net cash inflow from operating activities 13,833 5,985
Cash flows from investing activities
Interest received 10 181 99
Interest paid 11 (272) (454)
Investment in joint ventures - 6)
Payments for property, plant and equipment 18 (2,813) (1,299)
Proceeds from disposal of property, plant and equipment 46 -
Acquisition of subsidiaries 36 (1,892) (1,512)
Net cash acquired with subsidiary 36 166 336
Net cash outflow from investing activities from continuing operations (4,584) (2,836)
Net cash outflow from investing activities from discontinued operations 13 - -
Net cash outflow from investing activities (4,584) (2,836)
Cash flows from financing activities
Dividends paid 14 (4,605) (4,378)
Issue of shares (net) 15 1
Payments for hire purchase contracts principals 24 9) 4)
Proceeds from borrowings 24 959 352
Repayment of borrowings 24 (5,148) (6,890)
Net cash outflow from financing activities from continuing operations (8,788) (10,919)
Net cash outflow from financing activities from discontinued operations 13 - -
Net cash outflow from financing activities (8,788) (10,919)
Net increase/(decrease) in cash and cash equivalents 461 (7,770)
Cash and cash equivalents at the beginning of the period 43,676 51,190
Effects of exchange rate changes on balances of cash held in foreign
currencies 482 256
Cash and cash equivalents of continuing operations at the end of the
period 24 44,619 43,476
Cash and cash equivalents of discontinued operations at the end of the
period 13 - 200
Cash and cash equivalents at the end of the period 24 44,619 43,676
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Notes to the consolidated
financial statements
At 30 June 2011

1. General information

Interior Services Group plc is a company incorporated and domiciled in the United Kingdom under the Companies Act.
The address of the registered office is given on page 41. The nature of the Group’s operations and its principal activities are set
out in the Principal Activities section of the Directors’ Report on page 44.

These financial statements are presented in pounds Sterling (GBP) because that is the currency of the primary economic
environment in which the Group operates. Foreign operations are included in accordance with the policies set out in Note 3.

2. Adoption of new and revised standards
During the financial year, the following accounting standards and guidance were adopted by the Group:

e |FRS 3 (revised) ‘Business Combinations’; applies to business combinations occurring on or after 1 July 2010 and as such
has not resulted in the restatement of comparative results.

Additionally, the following pronouncements either had no impact on the financial statements or resulted in changes to
presentation and disclosure only:

IAS 24 (revised) ‘Related Parties’; effective for accounting periods beginning on or after 1 January 2011

IFRIC 17 ‘Distributions of Non-cash Assets to Owners’; effective for accounting periods beginning on or after 1 July 2010
Annual improvements to IFRSs (2010)

IAS 32 (amendments) ‘Financial Instruments: Presentation’; effective for accounting periods beginning on or after 1
February 2010

e |FRS 2 (amendments) ‘Share-based payment’; effective for accounting periods beginning on or after 1 January 2010

At the date of authorisation of these financial statements, the following Standards and Interpretations relevant to the Group,
which have not been applied in these financial statements, were in issue but not yet effective. In some cases these standards
and guidance had not been endorsed by the European Union:

e IFRIC 18 ‘Transfer of assets from customers’; effective for accounting periods beginning on or after 1 October 2011

e IFRIC 19 ‘Extinguishing financial liabilities with equity instruments’; effective for accounting periods beginning on or after
1 July 2011

e IFRS 9 ‘Financial Instruments’; effective for accounting periods beginning on or after 1 January 2013

The directors anticipate that the adoption of these Standards and Interpretations in future periods will have no material impact
on the financial statements of the Group.

3. Accounting policies

Basis of accounting

The annual consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) adopted by the European Union, International Financial Reporting Interpretations Committee (IFRIC)
Interpretations and the Companies Act 2006 applicable to companies reporting under IFRS. The financial statements have
been prepared on a going concern basis. This is discussed in the Directors’ Report on page 44.

The financial information set out in this report has been prepared under the historical cost convention. The principal accounting
policies adopted, all of which have been consistently applied, are set out below. Areas involving a higher degree of judgement
or complexity or areas where assumptions and estimates are significant to the consolidated financial statements are disclosed
in Note 4.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the company and all of its subsidiaries and joint
ventures. Subsidiaries are entities over which the Group has the power to control the financial and operating policies so as to
obtain benefits from its activities and are included in the consolidated financial statements from the date on which control is
transferred to the Group and cease to be consolidated from the date on which control is transferred out of the Group.



Notes to the consolidated financial statements
At 30 June 2011 (continued)

3. Accounting policies (continued)

Basis of consolidation (continued)

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, income and expenses are eliminated on consolidation.

Non-controlling interests in subsidiaries are identified separately from the Group’s equity therein. The interests of
non-controlling shareholders may be initially measured at fair value or at the non-controlling interests’ proportionate share of
the fair value of the acquiree’s identifiable net assets. The choice of measurement is made on an acquisition-by-acquisition
basis. Subsequent to acquisition, the carrying amount of non-controlling interests is the amount of those interests at initial
recognition plus the non-controlling interests’ share of subsequent changes in equity. Total comprehensive income is attributed
to non-controlling interests even if this results in the non-controlling interest having a deficit balance.

Revenue recognition
Revenue represents the fair value of consideration received or receivable for goods and services provided to external
customers, net of trade discounts and excluding value added tax and similar sales based taxes.

e Revenue from construction contracts includes the amount initially agreed in the contract plus any variations in contract
work to the extent that it is probable that the variation will result in revenue that can be reliably measured (usually when
instructions have been received from the client). The revenue recognised reflects the value of the contract at the reporting
date, with reference to a survey of work performed. The value of work carried out during the year includes amounts which
have not been invoiced;

e Revenue from construction related service contracts is recognised in the income statement in the same proportion as the
stage of completion of the contract at the reporting date, the stage of completion having been assessed with reference to
a survey of the work performed;

e |nterest income is accrued, by reference to the principal outstanding and the effective interest rate applicable;

e Dividend income is recognised when the right to receive payment is established.

Exceptional items

Exceptional items are disclosed and described separately in the financial statements where it is necessary to do so to provide
further understanding of the financial performance of the Group. Transactions which may give rise to disclosure as exceptional
items are material items of income or expense due to the significance of their nature or amount and include gains or losses on
disposal of businesses and investments, costs of restructuring and reorganising existing businesses, litigation and regulatory
settlements, and asset impairments.

Construction and service contracts

Margin on long-term contracts is recognised by reference to the stage of completion and the final estimated margin, provided
that the final outcome can be assessed with reasonable certainty. The stage of completion is measured with reference to the
proportion of the value of the contract at the reporting date against the total estimated value of the contract.

Where the outcome of the construction contract cannot be estimated reliably, contract revenue is recognised to the extent of
contract costs incurred where it is probable they will be recoverable. Contract costs are recognised as expenses in the period
in which they are incurred.

Full provision is made for all known or expected losses on individual contracts immediately, once such losses are foreseen.

Pensions

The company operates a defined contribution pension scheme. The assets of the scheme are invested and managed
independently of the finances of the company. Contributions to the defined contribution pension schemes are charged to the
income statement as they become payable in accordance with the rules of the schemes.
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Business combinations

Acquisition of subsidiaries and businesses are accounted for using the purchase method. The cost of an acquisition is
measured at the aggregate of fair values, at the date of exchange, of assets given, liabilities incurred or assumed, and equity
instruments issued by the Group in exchange for control of the acquiree, plus any costs directly attributable to the business
combination. The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions for recognition
under IFRS 3 ‘Business Combinations’ are recognised at their fair value at the acquisition date, except for non-current assets
(or disposal groups) that are classified as held for resale in accordance with IFRS 5 ‘Non-Current Assets Held for Sale and
Discontinued Operations’, which are recognised and measured at fair value less costs to sell.

The cost of business combinations includes, where applicable, deferred consideration discounted at an appropriate rate of
interest to its fair value at the effective date of combination.

Goodwill

Goodwill arising on acquisition is recognised as an asset and initially measured at cost, being the excess of the cost of
the business combination over the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent
liabilities recognised.

Goodwill is reviewed for impairment annually or more frequently if events or changes in circumstances indicate
that the carrying value may be impaired. Any impairment is recognised immediately in the profit or loss and is not
subsequently reversed.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to
each of the Group’s cash-generating units, or groups of cash-generating units, that are expected to benefit from the synergies
of the combination, irrespective of whether other assets or liabilities of the Group are assigned to those units or groups

of units.

Each unit or group of units to which the goodwill is allocated:

e represents the lowest level within the Group at which the goodwill is monitored for internal management purposes; and
e is not larger than a segment based on the Group’s reporting format determined in accordance with IFRS 8
‘Operating segments’.

Impairment is determined for goodwill by assessing the recoverable amount of the cash-generating unit or group of
cash-generating units, to which the goodwill relates. Where an impairment test is performed a discounted cash flow analysis
is carried out based on the cash flows of the cash-generating unit compared with the carrying value of that goodwill.
Management estimate the discount rates as the risk effected cost of capital for the particular cash-generating units. If the
recoverable amount of the cash-generating unit is less than the carrying amount of the unit, the impairment loss is allocated
first to reduce the carrying amount of any goodwill allocated to the unit and then to the other assets of the unit pro-rata on the
basis of the carrying amount of each asset in the unit.

On disposal of a subsidiary the attributable amount of goodwill is included in the determination of the profit or loss on disposal.

Intangible assets

The cost of intangible assets acquired in a business combination is recognised separately from goodwill if the asset

is separable or arises from contractual or other legal rights and is based on its fair values as at the date of acquisition.
Following initial recognition, intangible assets are carried at cost and amortised over the estimated useful lives on a straight line
basis. Intangible assets are assessed for impairment whenever there is an indication that the intangible asset may be impaired.
The categories of intangible assets (all of which were acquired on acquisition of subsidiaries) and their estimated useful lives
are as follows:

Customer relationships 4-10 years
Customer contracts 1-2 years

Property, plant and equipment
Property, plant and equipment are stated at historical cost net of accumulated depreciation and any recognised impairment
loss. Cost includes expenditure associated with bringing the asset into use.

Depreciation is provided to write off the cost of assets in equal annual instalments over the estimated useful economic lives of
its assets. The estimated useful lives are as follows:



Notes to the consolidated financial statements
At 30 June 2011 (continued)

3. Accounting policies (continued)
Property, plant and equipment (continued)

Short-leasehold property Life of the lease
Motor vehicles 4 years
IT and office equipment 3-5 years

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or,
where shorter, over the term of the relevant lease. The gain or loss arising on the disposal or retirement of an item of property,
plant and equipment is determined as the difference between the sales proceeds and the carrying amount of the asset and is
recognised in profit or loss.

Impairment of tangible and intangible assets excluding goodwill

At each balance sheet date the Group reviews the carrying amounts of its tangible and intangible assets to determine whether
there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount
of the asset is estimated in order to determine the extent of the impairment loss (if any). Where the asset does not generate
cash flows that are independent from other assets, the Group estimates the recoverable amount of the cash-generating unit to
which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell or value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying
amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised as an
expense immediately, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as
a revaluation decrease.

Investments in associates and joint ventures

An associate is an entity over which the Group has significant influence and that is neither a subsidiary nor an interest in a joint
venture. Significant influence is the power to participate in the financial and operating policy decisions of the investee but is
not control or joint control over those policies.

A joint venture is a contractual arrangement whereby the Group and other parties undertake an economic activity that is
subject to joint control and the strategic financial and operating policy decisions relating to the activities of the joint venture
require the unanimous consent of the parties sharing control. The arrangements the Group has entered into involve the
establishment of a separate entity in which each venturer has an interest.

Investments in associates and joint ventures are accounted for using the equity method of accounting; initially stated at
cost and adjusted thereafter for subsequent changes in the Group’s share of net assets less any impairment in the value of
individual investments. The Group’s share of associates’ and joint ventures’ post-tax results are reported in the consolidated
income statement and the net investments disclosed in the consolidated balance sheet.

Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable assets, liabilities and
contingent liabilities of the associate and joint venture recognised at the date of acquisition is recognised as goodwill. The
goodwill is included within the carrying amount of the investment and is assessed for impairment as part of the investment.
Any excess of the Group’s share of the net fair value of the identifiable assets, liabilities and contingent liabilities over the cost
of acquisition, after reassessment, is recognised immediately in profit or loss.

Inventories

Inventories comprise stocks and property developments, which are valued at the lower of cost and net realisable value.

Cost, where appropriate, is determined using the first-in first-out method. Net realisable value represents the estimated selling
price less all estimated costs of completion. Provision is made for foreseeable losses.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as operating leases. Assets held under finance leases or hire purchase
contracts are initially recognised as assets of the Group at their fair value at the inception of the lease or, if lower, at the present
value of the minimum lease payments. The present value of future rentals is shown as a liability. The interest element of rental
obligations is charged to the income statement over the period of the lease in proportion to the balance sheet repayments
outstanding. Rentals under operating leases are recognised as an expense on a straight-line basis over the lease term.
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In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a liability.
The aggregate benefit of incentives is recognised as a reduction of rental expense on a straight-line basis.

Own shares
Own shares deducted in arriving at shareholders’ funds represent the cost of the company’s ordinary shares acquired by
Interior Services Group Employee Trust in connection with the Group’s employee share schemes.

Share-based payments
Charges for employee services received in exchange for share-based payments have been made for all options that were
granted after 7 November 2002 and had not yet vested at 1 January 2005 in accordance with IFRS 2 ‘Share-based Payments’.

Options granted under the Group’s employee share schemes are equity settled and measured at fair value at the date of grant.
The fair value of such options has been calculated using the Black—Scholes model, based upon publicly available market data
and based on the Group’s estimate of shares that will eventually vest and adjusted for the effect of non-market based vesting
conditions, and is expensed over the vesting period. Vesting conditions are service and performance conditions.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The current tax payable 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 using tax rates that have been
enacted or substantively enacted by the balance sheet date.

Deferred tax

Under IAS 12 ‘Income Taxes’, deferred tax is recognised on differences between the carrying amounts 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 generally recognised for all taxable temporary differences,
and deferred tax assets are generally recognised for all deductible temporary differences to the extent that it is probable that
taxable profits will be available against which those deductible temporary differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises from goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects neither the tax profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in subsidiaries and
associates, and interests in joint ventures, 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 assets arising from
deductible temporary differences associated with such investments and interests are only recognised to the extent that it is
probable that there will be sufficient taxable profits against which to utilise the benefits of the temporary differences and they
are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the liability is
settled or the asset realised, based on tax rates (and tax laws) that have been enacted or substantively enacted by the balance
sheet date. The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the
manner in which the Group expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current
tax liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends to settle its
current tax assets and liabilities on a net basis.

Current and deferred tax for the period

Current and deferred tax are recognised as an expense or income in profit or loss, except when they relate to items credited
or debited directly to equity, in which case the tax is also recognised directly in equity, or where they arise from the initial
accounting for a business combination. In the case of a business combination, the tax effect is taken into account in
calculating goodwill or in determining the excess of the acquirer’s interest in the net fair value of the acquiree’s identifiable
assets, liabilities and contingent liabilities over cost.
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3. Accounting policies (continued)

Financial assets

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

Trade and other receivables
Trade and other receivables are measured on initial recognition at fair value, and are subsequently measured at amortised cost,
less any impairment.

In relation to trade receivables, a provision for impairment is made when there is objective evidence that the Group will not
be able to collect all of the amounts due in accordance with the original terms of those receivables. The carrying amount of
the receivable is reduced through use of an allowance account. Impaired debts are derecognised when they are assessed
as uncollectible.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and at hand and short-term highly-liquid investments that are readily
convertible (with a maturity of three months or less) to a known amount of cash and are subject to an insignificant risk of
changes in value.

Bank overdrafts that are repayable on demand and form an integral part of the Group’s cash management are included as a
component of cash and cash equivalents for the purpose of the consolidated cash flow statement.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at each balance sheet date. Financial assets are impaired where
there is objective evidence that, as a result of one or more events that occurred after the initial recognition of the financial
asset, the estimated future cash flows of the investment have been impacted.

For financial assets objective evidence of impairment could include:

e significant financial difficulty of the issuer or counterparty; or
e default or delinquency in interest or principal payments; or
e it becoming probable that the borrower will enter bankruptcy or financial re-organisation.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the exception
of trade receivables, where the carrying amount is reduced through the use of a provision account.

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the assets have expired or
have been transferred and the Group has transferred substantially all the risks and rewards of ownership. If the Group neither
transfers nor retains substantially all the risks and rewards of ownership and continues to control the transferred asset, the
Group recognises its retained interest in the asset and an associated liability for amounts it may have to pay. If the Group
retains substantially all the risks and rewards of ownership of a transferred financial asset, the Group continues to recognise
the financial asset and also recognises a collateralised borrowing for the proceeds received.

Financial liabilities
Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements
entered into.

Equity instruments
An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the Group are recorded at the proceeds received, net of direct issue costs.

Financial guarantee contract liabilities
Financial guarantee contract liabilities are measured at the amount of the obligation under the contract, as determined in
accordance with IAS 37 ‘Provisions, Contingent Liabilities and Contingent Assets’.

All loans and borrowings are initially recognised at fair value less directly attributable transaction costs. After initial recognition
interest-bearing loans and borrowings are subsequently measured at amortised cost using the effective interest method.
Finance charges, including premiums payable on settlement or redemption and direct issue costs, are accounted for on an
accruals basis in the income statement using the effective interest rate method and are added to the carrying amount of the
instrument to the extent that they are not settled in the period in which they arise.
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Trade payables
Trade payables are not interest bearing and are stated at their nominal value.

Borrowings
Gains and losses are recognised in the income statement when the liabilities are derecognised as well as through the
amortisation process.

Finance costs
Finance costs of debts are capitalised against the debt value on first drawdown of the debt and are recognised in the Income
Statement using the effective interest rate method.

Derecognition of financial liabilities
A financial liability is derecognised when the contract that gives rise to it is settled, sold, cancelled or expires.

Provisions
Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it is probable
that the Group will be required to settle that obligation, and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at the
balance sheet date, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured
using the cash flows estimated to settle the present obligation, its carrying amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party,
the receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the amount of the
receivable can be measured reliably.

Onerous property contracts

Provision for onerous lease commitments on property contracts is based on an estimate of the net unavoidable lease and other
payments in respect of these properties. These comprise rental and other property costs payable, plus any termination costs,
less any income expected to be derived from the properties being sublet. The provisions are discounted at an appropriate rate
to take into account the time value of money.

Foreign currencies

The individual financial statements of each Group entity are presented in the currency of the primary economic environment
in which the entity operates (its functional currency). For the purpose of the consolidated financial statements, the results and
financial position of each Group company are expressed in pounds Sterling, which is the functional currency of the company,
and the presentation currency for the consolidated financial statements.

Transactions in foreign currencies are translated into the Group company’s functional currency (Sterling) at the exchange rate
ruling at the date of the transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of exchange
ruling at the balance sheet date. Non-monetary items that are measured at historical cost in a foreign currency are translated at
the exchange rate at the date of the transaction. Non-monetary items that are measured at fair value in a foreign currency are
translated using the exchange rate at the date when the fair value was determined.

Any exchange differences arising on the settlement of monetary items or on translating monetary items at rates different

from those at which they were initially recorded are recognised in the Group’s profit or loss in the period in which they arise.
Exchange differences on non-monetary items are recognised in the statement of comprehensive income to the extent that they
relate to a gain or loss on that non-monetary item.

The assets and liabilities in the financial statements of foreign subsidiaries and related goodwill are translated into Sterling at
the rate of exchange ruling at the balance sheet date. Income and expenses are translated at the actual rate. The exchange
differences arising from the retranslation of the opening net investment in subsidiaries are taken directly to the “foreign
currency translation reserve” in equity. On disposal of a foreign operation the cumulative translation differences (including, if
applicable, gains and losses on related hedges) are transferred to the income statement as part of the gain or loss on disposal.
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4. Critical accounting judgements and key sources of
estimation uncertainty

The preparation of consolidated financial statements under IFRS requires management to make judgements, estimates and
assumptions about the carrying amount of assets and liabilities and the amount of income and revenue recognised in the
period. Actual results may differ from these estimates.

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance sheet date, 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 and profit/margin recognition

The Group’s revenue recognition and long-term contracts policies are set out in Note 3 above. These policies are central to
the way in which the Group values the work it has carried out at each reporting date and the estimation of the percentage
completion of the contract. These policies require forecasts to be made of the outcome of long-term construction and service
contracts and require assessments and judgements to be made on the recovery of pre-contract costs, changes in work
scopes, expected contract costs to complete and the progress on contract programmes. The Group has appropriate control
procedures in place to ensure estimates are calculated on a consistent basis.

Impairment of goodwill and other intangible assets

Determining whether goodwill or other intangible assets are impaired generally requires an estimation of the value in use of the
intangible assets or the cash-generating units to which goodwill has been allocated. Judgement is also required in determining
the cash-generating units to which goodwill is allocated. The value in use calculation requires the directors to estimate the
future cash flows expected to arise from the cash-generating unit and a suitable discount rate in order to calculate present
value. Note 3 above and Note 16 details the assumptions that have been applied in assessing impairment of goodwill.

Taxation

The Group is subject to tax in a number of jurisdictions and judgement is required in determining the worldwide provision for
income taxes. The Group provides for future liabilities in respect of uncertain tax positions where additional tax may become
payable in future periods, and such provisions are based upon management’s assessment of exposures.

As set out in Note 3 above, deferred tax is accounted for on temporary differences using the liability method, with deferred
tax liabilities generally being provided for in full and deferred tax assets being recognised to the extent that it is probable that
future taxable profits will be available against which the temporary differences can be utilised. Note 29 details the unused
tax losses for which deferred tax assets have not been recognised and the undistributed reserves of subsidiaries for which
deferred tax liabilities have not been provided, together with the judgements which the Group has made in respect of these
matters. These judgements may change in the future and they will be reviewed at each balance sheet date.

5. Segmental information

For management purposes, the Group is organised into operating segments on both a product and geographic perspective.
The performances of these segments are considered by the Board when making strategic decisions. These segments include
Fit Out, Food Retail and Construction, whilst Fit Out is further segregated by geography into the UK, Continental Europe,
Middle East and Asia. This segmentation is revised from prior years, as previously announced in the Annual Report and
Accounts 2010. The prior period comparatives have been restated to reflect this new segmentation. Although the Continental
Europe, Middle East and Asia geographical segments do not meet the quantitative thresholds required by IFRS 8 ‘Operating
Segments’, management has concluded that these segments should be reported. All are closely monitored by the Board as
potential growth regions and are expected to materially contribute to Group revenue in the future. The principal activities of
each of these divisions are as follows:

UK Fit Out provision of specialist fit out services in the UK

Continental Europe Fit Out provision of fit out services in Continental Europe

Middle East Fit Out provision of fit out, refurbishment and project management services in the Middle East

Asia Fit Out provision of fit out, refurbishment, design, project management and commissioning management
services in Asia

Food Retail provision of fit out, new build and refurbishment services to national food retail customers in
the UK

Construction provision of new build, refurbishment and ancillary fit out services in the UK



ISG plc Annual report and accounts 2011 75

The segmental information provided to the Board for the reportable segments for the year to 30 June 2011 is as follows:

a. Revenue and profit analysis

The revenue disclosed is from external customers and is reported to the Board in a manner consistent with that in the

income statement.

Operating Finance Profit
Operating profit income / before
Revenue profit margin (costs) tax
2011 £°000 £°000 % £°000 £°000
UK Fit Out 342,290 7,997 2.3 31 8,028
Continental Europe Fit Out 72,746 (782) - 2 (780)
Middle East Fit Out 19,505 702 3.6 (19) 683
Asia Fit Out 66,547 1,022 1.5 (7) 1,015
Food Retail 218,035 5,150 2.4 154 5,304
Construction 476,474 2,669 0.6 520 3,189
Segment total “Group Trading” 1,195,597 16,758 1.4 681 17,439
Unallocated:
Group activities - (5,003) - (520) (5,523)
Cost of acquisition finance - - - (439) (439)
Adjusted 1,195,597 11,755 1.0 (278) 11,477
Amortisation of intangibles - (1,592) - - (1,592)
Before exceptional items 1,195,597 10,163 0.9 (278) 9,885
Exceptional items - (842) - - (842)
Consolidated continuing operations 1,195,597 9,321 0.8 (278) 9,043
Discontinued operations - - - - -
Consolidated 1,195,597 9,321 0.8 (278) 9,043
Operating Finance Profit
Operating profit income / before
Revenue profit margin (costs) tax
2010 £'000 £'000 % £'000 £'000
UK Fit Out 260,179 6,311 2.4 17 6,328
Continental Europe Fit Out 32,833 (220) - (48) (268)
Middle East Fit Out - (276) - - (276)
Asia Fit Out 86,176 1,881 2.2 1 1,882
Food Retail 118,778 3,639 3.1 46 3,685
Construction 474,225 5,550 1.2 329 5,879
Segment total “Group Trading” 972,191 16,885 1.7 345 17,230
Unallocated:
Group activities - (4,385) - (255) (4,640)
Cost of acquisition finance = = - (550) (550)
Adjusted 972,191 12,500 1.3 (460) 12,040
Amortisation of intangibles - (1,424) - - (1,424)
Before exceptional items 972,191 11,076 1.1 (460) 10,616
Exceptional items - (1,871) - - (1,871)
Consolidated continuing operations 972,191 9,205 0.9 (460) 8,745
Discontinued operations 1,372 (768) - - (768)
Consolidated 973,563 8,437 0.9 (460) 7,977
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5. Segmental information (continued)

b. Capital expenditure and depreciation and amortisation analysis

2011 2010
Depreciation Depreciation
Capital and Capital and
expenditure amortisation expenditure amortisation
£000 £000 £'000 £'000
UK Fit Out 859 (1,124) 443 (1,147)
Continental Europe Fit Out 369 (506) 96 (462)
Middle East Fit Out 150 (65) - -
Asia Fit Out 2,932 (491) 179 (851)
Food Retail 239 (782) 52 (765)
Construction 829 (1,041) 519 (1,157)
Group activities 62 (94) 10 (7)
Consolidated 5,440 (4,103) 1,299 (3,889)
Capital expenditure includes property, plant and equipment and intangible assets (excluding goodwiill).
c. Balance sheet analysis
Goodwill Other assets Liabilities Net assets
2011 £°000 £°000 £’000 £’000
UK Fit Out 21,688 70,037 (57,997) 33,728
Continental Europe Fit Out 12,747 29,950 (27,139) 15,558
Middle East Fit Out 653 7,887 (6,905) 1,635
Asia Fit Out 7,310 26,077 (21,598) 11,789
Food Retail 18,211 53,015 (54,370) 16,856
Construction 24111 131,035 (119,406) 35,740
Group activities - 5,763 (64,126) (58,363)
Consolidated 84,720 323,764 (351,541) 56,943
Goodwill Other assets Liabilities Net assets
2010 £'000 £'000 £'000 £'000
UK Fit Out 21,688 82,004 (73,990) 29,702
Continental Europe Fit Out 11,494 16,973 (13, 508) 14,959
Middle East Fit Out - 419 419
Asia Fit Out 4,386 34,399 (27, 106) 11,679
Food Retail 18,211 43,891 (41,921) 20,181
Construction 24111 124,946 (119,719) 29,338
Group activities - (3,162) (52,620) (55,782)
Consolidated 79,890 299,470 (328,864) 50,496

Group activities include consolidation adjustments (excluding goodwill) and net assets attributable to Group holding

companies.
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6. Operating profit

2011 2010
£°000 £'000
Operating profit is stated after charging:
Amortisation of intangibles 1,592 1,424
Depreciation 2,511 2,465
Foreign exchange (gain)/loss (82) 12
Acquisition related expenses 246 353
Rentals under operating leases:
- Land and buildings 1,829 2,174
- Hire of plant and machinery 5,179 4,688
- Other operating leases 224 577
2011 2010
£°000 £'000
Auditors’ remuneration
Fees payable to the company’s auditor for the audit of the company’s annual
accounts 93 98
Fees payable to the company’s auditor and their associates for other services to
the Group:
- The audit of the company’s subsidiaries pursuant to legislation 426 434
- Services relating to tax 101 116
- Services relating to corporate finance transactions - 85
- All other services 7 7
Total fees payable to Group’s auditors 627 740
7. Exceptional items
2011 2010
£°000 £'000
OFT related costs and provisions (1,725) 1,871
Restructuring costs 2,014 -
Loss on disposal of joint venture 553 -
Total exceptional items 842 1,871

As reported in last year’s financial statements, Pearce Construction (Midlands) Limited (Pearce Midlands), a dormant subsidiary
of ISG Pearce Limited, was investigated by the Office of Fair Trading (OFT) for technical breaches of competition law in earlier
years prior to ISG’s ownership. Pearce Midlands was issued with a Statement of Objections which it has been defending.

ISG has a £2.0m cash backed indemnity from the vendors of ISG Pearce Holdings Limited, being cash of £1.0m held in an
escrow bank account and the remainder being the outstanding deferred consideration from the original acquisition of ISG
Pearce Holdings Limited.

On 20 September 2009, the OFT published a list of fines for 103 UK construction companies, including Pearce Midlands.

The OFT subsequently announced the findings of its investigation on 20 November 2009 and fined Pearce Midlands £5.2m of
which £4.4m is on a joint and several basis with the company’s former owner, Crest Nicholson plc. Appeals were submitted
by both parties to the Competition Appeal Tribunal (CAT) on 24 November 2009. On 15 April 2011, the CAT announced their
findings in respect of the appeal and reduced the fine against Pearce Midlands to £950k. The CAT has indicated that 20% of
this fine will be Pearce Midland’s sole responsibility and the remaining 80% will be settled on a joint and several basis with
the company’s former owner. The fine and associated interest were paid in July 2011 and as such have been classified as
current liabilities.
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7. Exceptional items (continued)

A restructuring provision of £1.7m has been accrued in respect of the South West Construction business which has been slow
to respond to more difficult market conditions, and has resulted in the business being re-organised and fully integrated with the
rest of our Construction operations in the UK. A further £0.3m provision has been incurred in respect of further restructuring
costs incurred in other parts of the UK business. Of the total provision of £2.0m, £0.6m has been spent as at 30 June 2011.

With effect from 1 July 2010, the Al Habtoor ISG International LLC joint venture agreement in the Middle East was terminated

with the Group retaining the fit out business and our former joint venture partner retaining the joinery business. The Group has
incurred costs during the course of the joint venture separation which have been treated as a loss on disposal of joint venture.
Given the nature of these items, the Board has considered that they should be treated as exceptional items in accordance with

the Group’s accounting policies.

8. Share of profit in associates and joint ventures

2011 2010
£°000 £'000
Associates
- Opussoft Limited - -
Share of profit in associates - -
Joint ventures
- Alpha-ISG Limited - (7)
- Al Habtoor-ISG - 211)
- CMI Babtie Joint Venture 16 15
- Paul Y ISG Joint Venture - =
Share of profit/(loss) in joint venture 16 (203)
Share of profit/(loss) in associates and joint ventures 16 (203)
9. Staff costs including directors’ remuneration
2011 2010
£°000 £'000
Salaries and wages 99,537 85,701
Social security costs 10,752 8,787
Pension costs 3,551 3,075
Fair value adjustment to stock options 70 120
113,910 97,683
Included in salaries above is a bonus accrual payable in respect of the financial year ended 30 June 2011.
Directors’ remuneration included in the aggregate remuneration above comprised:
2011 2010
£°000 £'000
Emoluments for qualifying services from this company 1,653 1,540

Directors’ emoluments (excluding social security costs) disclosed above include £673,292 paid to the highest paid director

(2010: £635,878).
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Certain subsidiary undertakings of the Group had operated defined contribution pension schemes. The assets of the schemes
were held separately from those of the Group by an independently administered fund. The only other pension contributions
made by the Group are to employees’ personal pension schemes under a salary waiver arrangement.

Further information about the remuneration of individual directors is provided in the audited part of the Directors’ Remuneration
Report on pages 51 to 55.

2011 2010
Employees Number Number
Average number of persons (including directors) employed by the
Group in the year:
UK Fit Out 537 462
Continental Europe Fit Out 196 43
Middle East Fit Out 69 -
Asia Fit Out 358 384
Food Retail 292 197
Construction 1,051 922
Corporate 24 20
2,527 2,028

The Corporate segment in the table above includes three directors (2010: three).

Remuneration of key management personnel

The remuneration of the directors who are the key management personnel of the Group is set out below in aggregate for each
of the categories specified in IAS 24 ‘Related Party Disclosures’. Further information about the remuneration of the company
directors is provided in the audited part of the Directors’ Remuneration Report on pages 51 to 55. Key management personnel
are directors of the Group subsidiaries, their names are available in the statutory accounts of the subsidiaries which are listed
in Note 37.

2011 2010

£°000 £'000
Short-term employee benefits 8,888 7,067
Post-employment benefits 688 599
Other long-term benefits 69 43

9,645 7,709
10. Finance income

2011 2010

£000 £'000
Interest on bank deposits 181 99

Total finance income 181 99
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11. Finance costs

2011 2010
£000 £'000
Interest on bank overdrafts and loans 272 294
Unwinding of discount on deferred consideration 44 74
Loan arrangement fee 74 86
Amortisation of fees 69 105
Total finance costs 459 559
12. Tax on profit on ordinary activities
a. Taxation charge
2011 2010
£000 £'000
UK current tax
United Kingdom corporation tax 2,353 2,706
Adjustment in respect of prior years (209) (393)
2,144 2,313
Foreign current tax
Overseas taxation — current year 524 493
Double tax relief (108) -
Adjustment in respect of prior years (17) (167)
Total current tax expense 2,543 2,639
Deferred tax
Deferred tax expense relating to the origination and reversal of temporary
differences (508) (495)
Effect of change in tax rates (31) -
Total tax expense (continuing) 2,004 2,144
b. Taxation reconciliation
The charge for the year can be reconciled to the profit per the income statement as follows:
2011 2011 2010 2010
£°000 % £'000 %
Profit from operations 9,043 7,977
Income tax expense calculated at the standard rate 2,487 27.5 2,234 28.0
Adjustment relating to prior year UK corporation tax provision (209) (2.3) (393) (4.9)
Tax effect of utilisation of tax losses not previously recognised (317) (3.5) (668) (8.4)
Effect of different tax rates of subsidiaries operating in other
jurisdictions 296 3.3 352 4.4
Effect of expenses that are not deductible in determining taxable profit 432 4.8 665 8.3
Income not taxable for tax purposes (273) (3.0) - -
Effect of recognising deferred tax assets on brought forward losses (550) (6.1) - -
Other 138 1.5 (46) (0.6)
Income tax expense recognised in profit or loss 2,004 22.2 2,144 26.9




ISG plc Annual report and accounts 2011 81

13. Discontinued operations

In April 2010, the Group decided to close its Japanese operation and it was classified as a discontinued operation for the year
ended 30 June 2010.

2011 2010
£°000 £'000
Loss for the year from discontinued operations
Revenue - 1,372
Expenses - (1,781)
Profit before taxation and costs of closure - (409)
Costs of closure - (359)
Loss after tax for the year from discontinued operations - (768)
Cash flows from discontinued operations
Net cash outflows from operating activities - (349)
Net cash outflows from investing activities = =
Net cash outflows - (349)
14. Dividends
2011 2010
£000 £'000
Interim dividend paid for the period to 31 December 2010 of 4.41p per ordinary
share (2010: 4.20p) 1,396 1,327
Final dividend paid for the period to 30 June 2010 of 10.14p per ordinary
share (2009: 9.66p) 3,209 3,051
Ordinary dividends on equity shares 4,605 4,378
Proposed final dividend for the period to 30 June 2011 of 10.65p per ordinary
share (2010: 10.14p) 3,558 3,204

In accordance with IAS 10 ‘Events after the Reporting Date’, dividends are accounted for in the period in which they are paid
and approved by the shareholders. Accordingly the final dividend proposed in respect of the year ended 30 June 2011 has not
been included as a liability as at 30 June 2011.

15. Earnings per share

Basic earnings per share is calculated by dividing the earnings attributable to owners of the company by the weighted average
number of ordinary shares during the period, determined in accordance with the provisions of IAS 33 ‘Earnings per Share’.

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares in issue on the
assumption of conversion of all dilutive potential ordinary shares. The Group has two categories of dilutive potential ordinary
shares, being share options granted where the exercise price is less than the average price of the company’s ordinary shares
during the period, and conditional shares not vested where contingent consideration conditions are yet to be met.

Adjusted basic earnings per share is calculated by dividing the earnings attributed from continuing operations to owners of the
company, before exceptional items and amortisation of intangible assets, by the weighted average number of ordinary shares
during the period. The Group believes that this measure of earnings from continuing operations before exceptional items is
more reflective of the ongoing trading of the Group.

A total of 3,044,164 share options that could potentially dilute earnings per share in the future were excluded from the
calculations below because they were anti-dilutive at 30 June 2011 (2010: 3,033,458).
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15. Earnings per share (continued)

2011 2010
£°000 £'000
Profit for the period attributable to owners of the company 7,027 5,833
Post tax discontinued operations - 768
Basic and diluted earnings from continuing operations attributable to owners of the
company 7,027 6,601
Post tax exceptional items 363 1,655
Basic and diluted earnings before exceptional items attributable to owners of the
company 7,390 8,256
Post tax amortisation of intangible assets 1,178 1,025
Adjusted earnings attributable to owners of the company 8,568 9,281
2011 2010
Number Number
Weighted average number of ordinary shares for the purpose of basic
earnings per share 31,701,680 31,028,881
Effect of dilutive potential ordinary shares:
Share options 510,977 365,054
Conditional shares not vested 50,793 -
Diluted weighted average number of ordinary shares for the purpose of diluted earnings
per share 32,263,450 31,393,935
2011 2010
From continuing and discontinued operations
Basic earnings per ordinary share 22.17p 18.80p
Diluted earnings per ordinary share 21.78p 18.58p
From continuing operations
Basic earnings per ordinary share 22.17p 21.27p
Diluted earnings per ordinary share 21.78p 21.03p
Basic earnings per ordinary share before exceptional items 23.31p 26.61p
Diluted earnings per ordinary share before exceptional items 22.91p 26.30p
Adjusted basic earnings per ordinary share 27.03p 29.91p
Adjusted diluted earnings per ordinary share 26.56p 29.56p
From discontinued operations
Basic earnings per ordinary share - (2.47p)
Diluted earnings per ordinary share - (2.45p)
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16. Goodwiill

£°000
Cost
Balance at 1 July 2009 79,925
Net foreign currency exchange differences (35)
Balance at 30 June 2010 79,890
Transfer from investment in joint venture 643
Recognised on acquisition of subsidiary 2,601
Net foreign currency exchange differences 1,586
Balance at 30 June 2011 84,720
Carrying amount
As at 30 June 2011 84,720

As at 30 June 2010 79,890

Goodwill has been allocated for impairment testing purposes to six groups of cash-generating units (CGUs) identified
according to operating segments, being UK Fit Out, Continental Europe Fit Out, Middle East Fit Out, Asia Fit Out, Food
Retail and Construction as disclosed in Note 5. The CGUs are revised from prior year in line with the revised segmentation
as described in Note 5. The allocation of goodwill is dependent on the CGU that is expected to benefit from the

business combination.

The Group tests goodwill bi-annually for impairment or more frequently if there are indications that goodwill might be impaired.
The recoverable amounts of the CGUs are determined from value in use calculations. The key assumptions for the value in
use calculations are those regarding the discount rates and growth rates for the period. The Board estimates discount rates
using pre-tax rates that reflect current market assessments of the time value of money and the risks specific to the business,
giving a pre-tax discount rate of 11.4% (2010: 11.1%). The Group discount rate is applied to all CGUs, on a pre-tax basis.

The long-term growth rate of 2.25% is based on the estimated industry growth forecasts and long-term growth in gross
domestic product.

The Group prepares cash flow forecasts derived from the most recent financial forecasts approved by the Board for the
next two years and extrapolates cash flows for the following three years based on the estimated growth rate of 2.25% and
thereafter applied into perpetuity.

At 30 June 2011 and 30 June 2010, the carrying amounts of goodwill for CGUs were tested for impairment and deemed not to
be impaired.

The Group’s impairment review is sensitive to changes in the key assumptions used. The major assumptions that result in
significant sensitivities are the growth rate, the discount rate and the forecast year two cash flows. A reasonably possible
change in a single assumption will not cause impairment in any of the Group’s CGUs.
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17. Other intangible assets

Customer Customer
relationships contracts Total
£000 £000 £000

Cost
Balance at 1 July 2009 10,988 956 11,944
Net foreign currency exchange differences 21 - 21
Balance at 1 July 2010 11,009 956 11,965
Recognised on acquisition of subsidiary 2,253 374 2,627
Net foreign currency exchange differences 448 - 448
Balance at 30 June 2011 13,710 1,330 15,040
Accumulated amortisation
Balance at 1 July 2009 2,937 956 3,893
Charge for the year 1,424 - 1,424
Net foreign currency exchange differences 150 - 150
Balance at 1 July 2010 4,511 956 5,467
Charge for the year 1,518 74 1,592
Net foreign currency exchange differences 365 - 365
Balance at 30 June 2011 6,394 1,030 7,424
Carrying amount
As at 30 June 2011 7,316 300 7,616
As at 30 June 2010 6,498 - 6,498
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18. Property, plant and equipment

Leasehold Motor IT & office
property vehicles equipment Total
£°000 £°000 £°000 £°000

Cost
Balance at 1 July 2009 1,244 155 10,491 11,890
Additions 45 - 1,254 1,299
Disposals (112) (164) (2,622) (2,898)
Recognised on acquisition of subsidiary - 95 24 119
Net foreign currency exchange differences (11) 7 234 230
Balance at 30 June 2010 1,166 93 9,381 10,640
Additions 787 91 1,935 2,813
Disposals (37) (18) (296) (351)
Recognised on acquisition of subsidiary - - 36 36
Net foreign currency exchange differences 18 10 122 150
Balance at 30 June 2011 1,934 176 11,178 13,288
Accumulated depreciation
Balance at 1 July 2009 386 45 4,297 4,728
Disposals (82) (84) (2,633) (2,799)
Depreciation charge for the year 477 55 1,933 2,465
Net foreign currency exchange differences (©)] 7 232 236
Balance at 30 June 2010 778 23 3,829 4,630
Disposals (37) - (278) (315)
Depreciation charge for the year 578 23 1,910 2,511
Net foreign currency exchange differences 5 8 127 140
Balance at 30 June 2011 1,324 54 5,588 6,966
Carrying amount
As at 30 June 2011 610 122 5,590 6,322
As at 30 June 2010 388 70 5,552 6,010

The Group does not have any of its property and equipment pledged as security over bank loans.

19. Investments in associates

Details of the Group’s associates are as follows:

Country of Proportion of
incorporation / ordinary shares
registration and held by the Group
operation Activity %

Opussoft Limited England Project handover software 25.0

Total issued share capital: 100 £1.00 ordinary

The Group holds a £25 investment in Opussoft Limited.
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19. Investments in associates (continued)
Summarised financial information in respect of the Group’s share of the results of the associates is set out below:

2011 2010
£'000 £'000
Aggregated amounts relating to associates
Total assets - 1
Total liabilities - (1)
Income - 3
Expense - (3)
Further information on associates is given in Note 8.
20. Investment in joint ventures
The Group has the following significant interests in joint ventures:
Country of Proportion of
incorporation / ordinary shares
registration and held by the Group Total issued
operation Activity % share capital
Alpha-ISG Limited England Fit out 49.0 100
£1.00 ordinary
CMI Babtie Joint Venture Hong Kong Fit out 50.0 Unincorporated
Paul Y ISG Joint Venture  Macau Fit out 40.0 Unincorporated

The following amounts are included in the Group financial statements as a result of the equity accounting for joint ventures:

Al Habtoor CMI Babtie Paul Y ISG

Alpha-ISG ISG Joint Joint Joint
Limited Venture Venture Venture Total
2011 £°000 £°000 £°000 £°000 £°000
Non-current assets - - - - -
Current assets 98 - 63 131 292
Current liabilities (157) - (26) (53) (236)
Non-current liabilities - - - - -
(59) - 37 78 56
Income - - 333 - 333

Expenses - - (317) - (317)




Further information on the joint ventures is given in Note 8.
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Al Habtoor- CMI Babtie Paul Y ISG

Alpha-ISG ISG Joint Joint Joint
Limited Venture Venture Venture Total
2010 £'000 £’000 £’000 £'000 £'000
Non-current assets - 334 - - 334
Current assets 98 12,108 61 149 12,416
Current liabilities (157) (8,938) (36) (66) (9,197)
Non-current liabilities - (3,086) - - (3,086)
(59) 418 25 83 467
Income - 13,357 373 - 13,730
Expenses (7) (13,568) (358) - (13,933)

Al Habtoor- CMI Babtie Paul Y ISG

Alpha-ISG ISG Joint Joint Joint
Limited Venture Venture Venture Total
£°000 £°000 £000 £000 £000
Balance at 1 July 2010 (59) 418 25 83 467
Retained profit for period - - 16 - 16
Transfer to goodwill - (643) - - (643)
Exceptional items - 215 - - 215
Exchange rate differences - 10 (4) (5) 1
Balance at 30 June 2011 (59) - 37 78 56

The transfer to goodwill relates to the transfer of the fit out business as a going concern to the Group following the dissolution

of the Al Habtoor ISG International LLC joint venture as referred to in Note 7.

21. Inventories

2011 2010
£'000 £'000
Property development and other work in progress 1,203 3,380
Consumables at site 115 180
1,318 3,560

The Board considers that the carrying amount of inventories approximates their fair value. The Group does not have any of its
development properties pledged as security over bank loans.



Notes to the consolidated financial statements
At 30 June 2011 (continued)

22. Trade and other receivables

2011 2010

£°000 £'000
Non-current
Trade receivables 917 1,758
Less: provision for impairment - (40)
Total non-current 917 1,718
Current
Trade receivables 140,655 117,523
Less: provision for impairment (1,434) (1,983)
Trade receivables net 139,221 115,540
Amounts owed by associates and joint ventures 9 236
Other receivables 11,693 9,653
Prepayments and accrued income 19,872 10,473
Total current 170,795 135,902
Total 171,712 137,620

The Board considers that the carrying amount of trade and other receivables approximates their fair value due to their

short-term to maturity.

The Group has different provision methods for its various divisions which have been determined by references to past default

experience and specific provisions are raised after taking an individual view to debts recoverability.

Due to the nature of the Group’s operations, it is normal practice for customers to hold retentions in respect to contracts

completed. Retentions held by customers as at 30 June 2011 were £39,811,000 (2010: £36,876,000).

The Group’s exposure to credit risk and impairment losses related to trade and other receivables is disclosed in Note 26.

Under the normal course of business, the Group does not charge interest on its overdue receivables.

23. Construction contracts

Contracts in progress at the balance sheet date:

2011 2010

£’000 £'000
Amounts due from construction contract customers 90,390 100,147
Amounts due to construction contract customers (14,125) (11,256)
Carrying amount at the end of the year 76,265 88,891
Contract costs incurred plus recognised profits less recognised losses to date 4,462,684 4,038,620
Less: progress billings (4,386,419) (3,949,729)
Net work in progress 76,265 88,891

Amounts recoverable on construction contracts are stated at cost plus the profit attributable to that contract, less any
impairment losses. Progress payments for construction contracts are deducted from amounts recoverable. Payments in
advance on construction contracts represent amounts received in excess of revenue recognised on construction contracts.
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24. Analysis of net cash position

Other

Cash non-cash
2010 flow charges 2011
£°000 £°000 £°000 £°000
Cash and cash equivalents 43,676 943 - 44,619
43,676 943 - 44,619
Loans due after one year (7,851) 3,999 (57) (3,909)
Loans due within one year (4,415) (162) (12) (4,589)
Letters of credit (352) 352 - -
Hire purchase contracts 9) 9 - -
Net cash 31,049 5,141 (69) 36,121

The Group’s exposure to interest rate risks and a sensitivity analysis for financial assets and liabilities is disclosed in Note 26.

25. Borrowings

2011 2010
£°000 £'000

Non-current
Bank loans'’ 3,962 7,961
Unamortised cost of debt (53) (110)
Total non-current 3,909 7,851
Current
Bank loans' 4,646 4,484
Unamortised cost of debt (57) (69)
Letters of credit? - 352
Obligations under hire purchase contracts - 9
Total current 4,589 4,776
Total 8,498 12,627

' The Group historically had two principal bank loans:

(@ aloan of £nil (2010: £0.5m). The loan was taken out on 28 September 2005. Repayments commenced on 28
December 2005 and were completed during the period;

(b) aloan of £8.0m (2010: £11.9m), which was drawn down between May 2007 and May 2008. Repayments commenced
on 22 February 2010 and are scheduled to continue until 24 May 2013. The loan carries a variable interest rate of
2.08% as at 30 June 2011.

In addition, during the year a loan of £0.6m (2010: £nil), was drawn down in Asia for working capital purposes between
August 2010 and September 2010. Repayments commenced on 29 October 2010 and are scheduled to continue until 29
August 2015. The loan carries a variable interest rate of 2.03% as at 30 June 2011.

Bank covenants include total interest cover, net debt to earnings before interest, tax, depreciation and amortisation and
total debtors to total utilisation. There have been no breaches of bank covenants during all periods. The bank loans are
guaranteed by material subsidiaries of the Group by way of a debenture. The Group does not have any of its property and
equipment pledged as security over bank loans.

2 During the prior period, letters of credit with a limit of £6.5m were made available to our Asian business by their banks.
At the period end, no letters of credit were open (2010: £1.0m) and no drawdowns were made in favour of the beneficiaries
(2010: £0.4m).
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25. Borrowings (continued)
The Group had the following committed undrawn borrowing facilities at 30 June 2011:

2011 2010
£°000 £'000

Expiry date
In more than one year 10,000 10,000
10,000 10,000

Undrawn facilities comprise a joint revolving credit facility of £10.0m with Bank of Scotland plc and The Royal Bank of
Scotland plc (2010: £10.0m). The facility bears a floating interest rate (with reference to LIBOR) and remained undrawn
throughout the current period and the prior year. This facility expires on 24 May 2013.

Further information on the principal features of the Group’s borrowings are set out in Note 26.

26. Financial instruments

Accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis of
measurement and the basis on which income and expenses are recognised in respect of each class of financial asset, financial
liability and equity instrument are disclosed in Note 3 to the financial statements.

Capital risk management

The Board is responsible for overall Group strategy, acquisition and divestment policy, approval of major capital expenditure
projects and consideration of significant financing matters. The Board manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the return to stakeholders as well as sustaining the future
development of the business.

The capital structure of the Group consists of debt, which includes the borrowings disclosed in Note 25, cash and cash
equivalents and equity attributable to equity holders of ISG plc, comprising issued capital, reserves and retained earnings.

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 Group’s overall capital risk management strategy remains unchanged from 2010.

Categories of financial instruments

2011 2010
£°000 £'000
Financial assets
Trade and other receivables 171,712 137,620
Cash and cash equivalents 44,619 43,676
Total financial assets 216,331 181,296
Financial liabilities
Amortised cost
Bank loans 8,498 12,266
Letters of credit - 352
Obligations under hire purchase - 9
Trade payables 164,515 128,179
Accruals 141,474 154,486
Other payables 17,361 17,087
Deferred consideration 2,080 1,055

Total financial liabilities 333,928 313,434
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Fair value of financial instruments

The Board considers that the carrying amounts of financial assets and financial liabilities recorded at amortised cost in the
financial statements approximate to their fair values due to the short maturity of the instruments or because they bear interest
at rates approximate to the market.

Financial risk management
The Group’s activities expose it to a variety of risks, the key risks identified being:

Market risk

Credit risk

Foreign currency risk
Liquidity risk

Interest rate risk

This note presents information about the Group’s exposure to each of the above risks and the Group’s objectives, policies and
procedures for measuring and managing risk. Please refer also to the principal business risks in the Directors’ Report on pages
45 to 47 and also the Corporate Governance statement on pages 56 to 59.

Market risk

Market risk is the risk that changes in the market prices, such as foreign exchange rates and interest rates, will affect the
Group’s income or the value of its holdings of financial instruments. The objective of market risk management is to manage
and control market risk exposures within acceptable parameters, while optimising the return on risk.

The Group’s activities expose it mainly to the financial risks of changes in foreign currency exchange rates and changes in
interest rates. The Board reviewed and agreed the policy for managing interest rate risk and foreign currency risk and the
potential impact of any significant economic changes are discussed at monthly Board meetings. Refer to both foreign currency
risk and interest rate risk headings below.

The Group does not use derivative contracts for speculative purposes.

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the Group.
The Group has adopted a policy of only dealing with creditworthy counterparties as a means of mitigating the risk of financial
loss from defaults.

The Group’s principal financial assets are cash and cash equivalents, trade and other receivables, prepayments and accrued
income, which represent the Group’s maximum exposure to credit risk in relation to financial assets.

The Group’s credit risk is primarily attributable to its trade and other receivables. The amounts presented in the consolidated
balance sheet are net of allowances for doubtful receivables, estimated by the Group’s management based on prior experience
and their assessment of the current economic environment.

The credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings assigned by international
credit-rating agencies such as Standard and Poor’s, Moody’s and Fitch. No credit exposure is permitted to a financial
institution with a rating lower then A+ or equivalent. The Group’s exposure and the credit ratings of its counterparties are
continuously monitored and the aggregate value of transactions concluded is spread amongst approved financial institutions.

Trade receivables

Trade receivables consist of a large number of customers, spread across diverse geographical areas and the Group’s exposure
to credit risk is influenced mainly by the individual characteristics of each customer. The demographics of the Group’s
customer base, including default risk of the industry and country in which the customers operate, has less of an influence on
credit risk.

The Group does not have any significant credit risk exposure to any single counterparty or any group of counterparties having
similar characteristics. The Group defines counterparties as having similar characteristics if they are related entities.

The Group establishes an allowance for impairment that represents its estimate of incurred losses in respect of trade and other
receivables and investments when there is objective evidence that the asset is impaired. The main components of this allowance
are a specific loss component that relates to individually significant exposures, and a collective loss component established

for groups of similar assets in respect of losses that have been incurred but not yet identified. The collective loss allowance is
determined by references to past default experience and historical data of payment statistics for similar financial assets.
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26. Financial instruments (continued)

Financial risk management (continued)

Credit risk (continued)

Trade receivables (continued)

Before accepting any new customer, the Group runs credit checks to assess the potential customer’s credit quality. The
company monitors exposure to individual clients and all customers are subject to standard terms of payment for each division.

Ageing of trade receivables:

2011 2010

Impairment Impairment

Gross provision Gross provision

£°000 £°000 £'000 £'000

Not past due 98,576 - 86,210 -
Past due 0 - 30 days 30,281 - 16,575 -
Past due 30 - 60 days 5,450 - 2,502 -
Past due 60 - 90 days 2,131 - 1,397 -
Past due 90 — 120 days 1,470 - 2,826 -
Past due greater than 120 days 3,664 (1,434) 9,771 (2,023)
141,572 (1,434) 119,281 (2,023)

Trade receivables that are less than four months past due for payment are generally not considered impaired. Included in the
Group’s trade receivables are debtors with a carrying amount of £2,230,000 (2010: £7,748,000) which are four months past
due at the reporting date for which the Group has not made provision as there has not been a significant change in the credit
quality and the amounts are considered recoverable. The Group does not hold any collateral over these balances.

Movement in the provision for impairment:

2011 2010
£°000 £'000
Balance at beginning of the year 2,023 2,779
Increase in impairment provision recognised 523 1,032
Receivables written off as uncollectible (609) (1,274)
Amounts recovered during the year (503) (514)
1,434 2,023

Foreign currency risk

The Group has international operations and is exposed primarily to the Euro (EUR), Singapore dollar (SGD) and United Arab
Emirates dirham (AED), hence exposures to exchange rate fluctuations arise. The main risk is from net investments in foreign
operations, recognised assets and liabilities and future trading transactions.

The current level of foreign business is approximately 6% (2010: 8%) of the Group’s trading operating profit before Group
activities as presented in Note 5. A 10% increase/decrease in the GBP against the EUR would have had a circa £71,000 (2010:
£37,000) impact on trading operating profits, a 10% increase/decrease in the GBP against the SGD would have had a circa
£93,000 (2010: £55,000) impact on trading operating profits and a 10% increase/decrease in the GBP against the AED would
have had a circa £64,000 (2010: £25,000) impact on trading operating profits. This analysis assumes all other variables, in
particular interest rates, remain constant.

The Group monitors the net balance sheet exposure to foreign currency movements and would consider hedging against any
material exposure arising.

During the year the Group made a decision not to hedge any exposure to fluctuations in the value of the EUR, SGD and AED
against the GBP since it believed that it would not be in the interests of the business as the cost outweighs the benefit.
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Foreign exchange risk is reviewed on a regular basis by the Finance Department and the Board and if considered necessary a
strategy to minimise any potential risk will be discussed and implemented. Significant foreign exchange movements are also
reviewed by the Board and the process of reviewing different options is undertaken on a quarterly basis.

The carrying amounts of the Group’s foreign currency denominated monetary assets and monetary liabilities, relating to
operations carried out in local functional currencies, at the reporting date are as follows:

2011 2010

Assets Liabilities Assets Liabilities

£°000 £000 £'000 £'000

AED 5,746 (6,332) - -
EUR 16,761 (15,376) 13,238 (12,370)
HKD 1,367 (2,340) 8,115 (6,618)
MYR 5,692 (3,054) 4,856 (2,872)
RUB 5,780 (5,719) 1,912 (1,843)
SGD 6,707 (4,211) 11,666 (5,154)
42,053 (37,032) 39,787 (28,857)

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. Responsibility for
liquidity risk management rests with the Board of directors. The Group manages liquidity risk by maintaining adequate
reserves, banking facilities and reserve borrowing facilities, by continuously monitoring bank covenant compliance, forecast
and actual cash flows and matching the maturity profiles of financial assets and liabilities. Included in Note 25 is a description
of the additional undrawn facility that the Group has at its disposal to further reduce liquidity risk.

Further details relevant to the Group’s liquidity position and its status as a going concern are included within the Directors’
Report on page 44.

The Group reviews its treasury position daily, placing surplus cash on short-term deposits. A daily cash flow forecast for the
next three weeks and a weekly cash flow forecast for the following nine weeks are prepared on a weekly basis and reviewed
at company and Group level. At each month end a twelve month cash flow is prepared by each company and submitted to
Group. Minimum cleared cash levels have been imposed on each company and actual balances are monitored against the
minimum levels on a daily basis.

In addition the top and bottom ten cash contracts by company are reviewed at company and Group level on a monthly basis.

Liquidity and interest risk tables

The following tables detail the Group’s remaining contractual maturity for its financial assets and liabilities. The tables below
have been drawn up based on the earliest date on which the Group can settle the debt. The table includes both interest and
principal cash flows.
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26. Financial instruments (continued)
Financial risk management (continued)
Liquidity risk (continued)

Liquidity and interest risk tables (continued)

Less
Carrying Contractual than 1 1-2 2-5
amount cash flows' year years years
2011 £000 £°000 £°000 £'000 £000
Non-derivative financial assets
Trade and other receivables 171,712 171,712 170,795 917 -
Cash and cash equivalents 44,619 44,619 44,619 - -
216,331 216,331 215,414 917 -
Non-derivative financial liabilities
Variable interest rate instruments 8,498 8,6082 4,646 3,962 -
Trade and other payables 323,350 323,350 322,181 1,169 -
Deferred consideration 2,080 2,080 1,040 630 410
333,928 334,038 327,867 5,761 410
Less
Carrying Contractual than 1 1-2 2-5
amount cash flows' year years years
2010 £'000 £'000 £'000 £’000 £'000
Non-derivative financial assets
Trade and other receivables 137,620 137,620 135,902 1,706 12
Cash and cash equivalents 43,676 43,676 43,676 - -
181,296 181,296 179,578 1,706 12
Non-derivative financial liabilities
Variable interest rate instruments 12,266 12,4452 4,484 4,000 3,961
Loan notes 352 352 352 - -
Obligation under hire purchase 9 9 9 - -
Trade and other payables 299,752 299,752 298,485 1,267 -
Deferred consideration 1,055 1,055 1,055 - -
313,434 313,613 304,385 5,267 3,961

' Under IFRS 7 contractual cash flows are undiscounted and include any related future interest payments and therefore may
not agree with the carrying amounts in the balance sheet.

2 Assumed no further issue of debt and interest rates based on conditions existing at reporting date.

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument or cash flows associated with the instrument, will

fluctuate due to changes in market interest rates. The Group’s only interest-bearing asset is cash, which is invested in
short-term deposits. The Group is exposed to interest rate risk primarily through borrowing funds at floating interest rates.
Borrowings issued at variable rates expose the Group to cash flow interest rate risk. The Group manages interest rate risk
on borrowings by ensuring access to diverse funding and through monitoring interest rate movements with weekly reports.
Interest rate risk is reviewed on a regular basis and if considered necessary a strategy to minimise any potential risk through
interest rate swaps is discussed and implemented. Currently the effect of interest rate changes on net interest income and
expense is immaterial to the Group. Risk arises on the variance between the Bank of England Base Rate and the LIBOR rate.
The Group’s exposure to interest rates on financial assets and financial liabilities are detailed below.
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Interest rate sensitivity analysis

If interest rates had been 100 basis points higher or lower and all other variables were held constant, the Group’s profit for the
year would increase or decrease by £126,000 (2010: £163,352) in respect to exposure to the Group’s borrowings. However this
exposure is largely mitigated by cash balances held by the Group throughout the year.

27. Trade and other payables

2011 2010

£°000 £'000
Non-current
Trade payables 1,169 1,267
Deferred and contingent consideration 1,040 -
Total non-current 2,209 1,267
Current
Trade payables 163,346 126,912
Other taxation and social security 4,213 3,114
Other payables 13,148 18,973
Deferred and contingent consideration 1,040 1,055
Accruals and deferred income 141,474 154,486
Total current 323,221 299,540
Total 325,430 300,807

An analysis of the maturity of debt is given in Note 25.

The Group’s policy is to fix payment terms when agreeing the terms of each transaction. It is the Group’s general policy

to pay suppliers according to the agreed terms and conditions, provided that the supplier has complied with those terms.
The Group has financial risk management policies in place to ensure that all payables are paid within the credit timeframe.
Therefore, under the normal course of business, the Group is not charged interest on overdue payables. There are no
suppliers who represent more than 10% of the total balance of trade payables in either 2011 or 2010. Estimated contingent
consideration of £2,080,000 is payable on the acquisition as at 30 June 2011 to be fulfilled in cash of £1,664,000 and shares
worth £416,000. These amounts are payable in March 2012, March 2013 and March 2014.

28. Provisions

Exceptional item Onerous lease Total

£°000 £°000 £°000

Balance at 1 July 2010 1,224 170 1,394
Release of provision (1,088) - (1,088)
Utilisation of provision (136) - (136)
Balance at 30 June 2011 - 170 170
Analysis of provision 2011 2010
£°000 £'000

Non-current 82 749
Current 88 645
170 1,394

Onerous lease provisions comprise the net present value of the estimated future costs of vacant properties. The provision is
expected to be utilised in the next two years.
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29. Deferred tax

The following are the major deferred tax liabilities and assets recognised by the Group and movements thereon during the
current and prior reporting periods.

Accelerated Share
tax Employee based Tax
depreciation Intangibles benefits payment Other losses Total
£°000 £°000 £°000 £°000 £°000 £°000 £°000

Balance at 1 July
2009 95 (2,144) 110 170 993 - (776)
(Charge)/credit to
income 196 409 (3) (34) (73) - 495
Credit to equity - - = 34 4 - 38
Balance at 30
June 2010 291 (1,735) 107 170 924 - (243)
(Charge)/credit to
income (16) 412 - 222 (629) 550 539
Credit to equity - - - 112 - - 112
Acquisition of
subsidiary - (653) - - - - (653)
Balance at 30
June 2011 275 (1,976) 107 504 295 550 (245)

Other deferred tax assets comprise movements on provisions and other short-term timing differences.

At the balance sheet date there were unused tax losses of approximately £14.7m (2010: £14.5m) which are available for offset
against future profits, of which a deferred tax amount has been created on £2.0m (2010: £nil) of these losses.

Certain deferred tax assets and liabilities have been offset. The following is the analysis of the deferred tax balances (after
offset) for financial reporting purposes:

2011 2010
£°000 £'000
Deferred tax assets 1,731 1,492
Deferred tax liabilities (1,976) (1,735)
(245) (243)

The Finance Act 2010, which provides for a reduction in the main rate of corporation tax from 28% to 27% effective from 1
April 2011, was substantively enacted on 21 July 2010. Subsequently, the Government has further reduced the main rate of
corporation tax from 27% to 26% effective from 1 April 2011. This was substantively enacted on 29 March 2011 under the
Provisional Collection of Taxes Act 1968. This subsequent rate reduction has been reflected in the calculation of deferred tax at
the balance sheet date.

The Government intends to enact future reductions in the main tax rate of 1% each year down to 23% by 1 April 2014. We
estimate that the future rate changes to 23% would further reduce our UK deferred tax assets recognised as at 30 June 2011
from £1.7m to £1.5m. The actual impact will be dependent on our deferred tax position at that time.

There is an unrecognised deferred tax asset of £3.6m (2010: £4.5m) in respect of timing differences relating to trading losses,
non trade loan relationship deficits, capital allowances in excess of depreciation, other short-term timing differences as the
timing of the recoverability of this is considered uncertain. These may be carried forward indefinitely. We estimate that the
future rate changes to 23% would further reduce our UK deferred tax assets not recognised as at 30 June 2011 from £3.6m to
£3.2m. The actual impact will be dependent on our deferred tax position at that time.
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2011 2010
Group and Group and Group and Group and
Company Company Company Company
Number £°000 Number £'000
Authorised:
Ordinary shares of 1p each
(2010: 1p each) 100,000,000 1,000 100,000,000 1,000
Allotted, called up and fully paid:
Ordinary shares of 1p each
(2010: 1p each) 33,405,281 334 33,158,467 332
Nominal
Value Number of Consideration
£ Shares £
Ordinary shares of 1p each allotted as at 1 July 2010 331,585 33,158,467
Ordinary shares issued during the year ended
30 June 2011 fully paid:
Consideration on acquisition 2,376 237,586 -
Crystallisation of options 92 9,228 15,253
Total ordinary shares of 1p each allotted and fully
paid during the year ended 30 June 2011 2,468 246,814 15,253
Ordinary shares of 1p each allotted as at 30 June 2011 334,053 33,405,281

The total authorised number of ordinary shares is 100 million shares (2010: 100 million) with a par value of 1p per share
(2010: 1p per share). All issued shares are fully paid. The company has one class of ordinary shares which carry no right to
fixed income.

As at 30 June 2011, the Interior Services Group Employee Share Trust held 1,512,317 (2010: 1,569,129) ordinary 1p shares in
the company at a cost of £3,658,000 (2010: £3,770,000) and a market value of £3,039,757 (2010: £2,589,063). These shares
have not yet been allocated to individuals and accordingly, dividends on these shares have been waived. The Board does
not consider the decrease in value of the shares to be a permanent diminution in value and as such they have not been
written down.

At 30 June 2011, the Group owns 4.53% (2010: 4.73%) of its own called up share capital.
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31. Capital and other commitments
At 30 June 2011, the Group and the company had no capital commitments (2010: £nil).

Operating leases
The Group’s minimum commitments under non-cancellable operating leases at 30 June are as follows:

2011 2010

Land and Land and
buildings Other buildings Other
£°000 £°000 £'000 £°000

Operating leases which expire:

Within one year 1,724 718 2,118 719
Within two to five years 6,493 987 5,421 362
After five years 8,786 - 9,691 -
17,003 1,705 17,230 1,081

32. Employee share schemes

The company has adopted the following share incentive arrangement plans:

Interior Services Group plc Company Share Option Plan (the “Approved Plan”)

The Approved Plan was adopted by the company on 26 September 1997, approved by the Inland Revenue on 26 November
1997, amended by the company in General Meeting on 4 December 2000 and amended pursuant to a Board Resolution dated
31 October 2003, approved by the Inland Revenue on 23 January 2004.

Under this scheme, the following options have been approved by the Board:

Date of Board Number of share options Option Period during
approval 1 July 30 June price which options
and grant 2010 Awarded Exercised Lapsed Cancelled 2011 (pence) may be exercised
19 October 2001 7,228 - - (7,228) - - 300 On or after 19 October 2004
20 September 2002 175,843 - - (14,742 - 161,101 200 On or after 20 September 2005
18 September 2006 22,944 - - - - 22,944 261%0n or after 18 September 2009

As the Approved Plan expired in 2007, the company adopted a new plan (the “Approved CSOP”) on 26 January 2007.
The Approved CSOP was approved for adoption by the shareholders on 18 December 2006 and approved by HM Revenue
and Customs on 26 February 2007.

Under the Approved CSOP, the following options have been approved by the Board:

Date of Board Number of share options Option Period during
approval 1 July 30 June price which options
and grant 2010 Awarded Exercised Lapsed Cancelled 2011 (pence) may be exercised
16 October 2009 16,216 - - - - 16,216 185 On or after 16 October 2012

At 30 June 2011, the number of option-holders participating in the Approved Plan and the Approved CSOP was 21.
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Interior Services Group plc Unapproved Company Share Option Plan (the “Unapproved Plan”)

The Unapproved Plan was adopted by the company on 8 June 1998, amended by the company in General Meeting on 4
December 2000, amended pursuant to a Board Resolution on 31 October 2003 and amended by the company in General
Meeting on 17 December 2007. There have been no variations to the conditions of the share options.

Under the Unapproved Plan, the following options have been approved by the Board:

Date of Board Number of share options Option Period during
approval 1 July 30 June price which options
and grant 2010 Awarded Exercised Lapsed Cancelled 2011 (pence) may be exercised
19 October 2001 7,772 - - (7,772) - - 300 On or after 19 October 2004
20 September 2002 115,000 - - - - 115,000 200 On or after 20 September 2005
10 May 2004 183,422 - - - - 183,422 176 On or after 10 May 2007

29 September 2005 200,000 - - -
18 September 2006 247,056 - - -

200,000 2230n or after 29 September 2008
247,056 261%20n or after 18 September 2009

As the Unapproved Plan expired in 2008, the company adopted a new plan (the “Unapproved CSOP”) on 26 January 2007.
The Unapproved CSOP had been approved for adoption by the shareholders on 18 December 2006. The Unapproved CSOP
was amended by the company in General Meeting on 17 December 2007.

Under the Unapproved CSOP, the following options have been approved by the Board:

Date of Board Number of share options Option Period during
approval 1 July 30 June price which options
and grant 2010 Awarded Exercised Lapsed Cancelled 2011 (pence) may be exercised

14 October 2008 375,000 = = =

375,000 144  On or after 14 October 2011

14 April 2009 700,000 - - - - 700,000 97 On or after 14 April 2012
16 October 2009 350,451 - - - - 350,451 185 On or after 16 October 2012
8 October 2010 - 340,000 - - - 340,000 185 On or after 8 October 2013

The estimated weighted average fair value of the options granted in 2011 was 20.499p (2010: 0.846p).

At 30 June 2011, the number of option-holders participating in the Unapproved Plan and the Unapproved CSOP was 7.
Interior Services Group Restricted Share Scheme (the “RSS”)

The RSS was adopted by the company on 25 February 2000, amended pursuant to Board Resolutions dated 1 July 2005, 3
July 2006 and 26 January 2007, amended by the company in General Meeting on 17 December 2007 and amended pursuant
to a Remuneration Committee Resolution dated 1 February 2008.

Under the RSS, the following awards have been made by the Remuneration Committee:

Number of shares

1 July 30 June
Date of award 2010 Awarded Vested Lapsed Cancelled 2011 Date of vesting
18 October 2007 536,199 - (56,812) (4,652) (474,735) - October 2010
29 September 2008 916,504 - - (49,496) - 867,008 September 2011
19 October 2009 678,638 - - (19,374) - 659,264 October 2012

At 30 June 2011, the number of awardees participating in the RSS was 56.
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32. Employee Share Schemes (continued)

Interior Services Group Deferred Bonus Scheme

The Deferred Bonus Scheme was adopted by the Board on 28 June 2010. Under this scheme the following awards have been
made by the Remuneration Committee:

Number of shares

1 July 30 June
Date of award 2010 Awarded Vested Lapsed Cancelled 2011 Date of vesting
1 July 2010 - 820,830 - (21,242) - 799,588 July 2013

At 30 June 2011, the number of awardees participating in the Deferred Bonus Scheme was 28.
Interior Services Group Performance Share Plan 2010 (the “PSP”)

The PSP was approved by the company on 3 December 2010 and adopted by the Board on 3 December 2010. Under this
scheme the following awards have been made by the Remuneration Committee:

Number of shares

1 July 30 June
Date of award 2010 Awarded Vested Lapsed Cancelled 2011 Date of vesting
10 December 2010 - 171,403 - - - 171,403 December 2013

At 30 June 2011, the number of awardees participating in the PSP was 3.

Interior Services Group plc Savings Related Share Option Scheme (the “SAYE Scheme”)

The SAYE Scheme was adopted by the company on 8 June 1998 and approved by the Inland Revenue on 18 June 1998.

It was amended by Board Resolution on 1 June 2001 and it was further amended by Board resolution dated 3 October 2003.

Under the SAYE Scheme the following options have been approved by the Board:

Date of Board Number of share options Option Period during
approval 1 July 30 June price which options
and grant 2010 Awarded Exercised Lapsed Cancelled 2011 (pence) may be exercised
10 November 2006 6,617 - - (6,617) - - 257  On or after 1 February 2010

As the SAYE Scheme expired in 2008, the company adopted a new plan (the “Sharesave Scheme”) on 26 January 2007.
The Sharesave Scheme had been approved for adoption by the shareholders on 18 December 2006. The Sharesave Scheme
was approved by HM Revenue and Customs on 20 March 2007.

Under the Sharesave Scheme the following options have been approved by the Board:

Date of Board Number of share options Option Period during
approval 1 July 30 June price which options
and grant 2010 Awarded Exercised Lapsed Cancelled 2011 (pence) may be exercised

5 November 2007 53,391 - - (52,457) (400) 534 287%  On or after 1 February 2011
7 November 2008 482,889 - (6,054) (16,343) (10,115) 450,377 156  On or after 1 February 2012
10 November 2009 251,722 - (3,174) (11,601) (18,286) 218,661 183  On or after 1 February 2013
9 November 2010 - 171,974 - (15,725) (11,543) 144,706 198  On or after 1 February 2014

The estimated fair value of the options granted on 9 November 2010 was 17.187p (2010: 0.184p).

At 30 June 2011 the number of option-holders participating in the SAYE Scheme and the Sharesave Scheme was 270.
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The Black-Scholes model has been used to estimate the fair value of the options within the individual plans with the
assumptions set out below. None of these options or awards are subject to a share price related performance condition.

SAYE Approved Plan
10 November 5 November 7 November 10 November 9 November 18 September 16 October
2006 2007 2008 2009 2010 2006 2009
Number of options
granted 151,975 137,306 594,870 252,475 171,974 22,944 16,216
Share price at grant
date 267.5p 278.0p 164.0p 172.5p 192.5p 261.5p 186.5p
Exercise price 257.0p 287.5p 156.0p 183.0p 198.0p 261.5p 185.0p
Expected volatility* 10% 18% 55% 7% 28% 9% 7%
Option life 3 years 3 years 3 years 3 years 3 years 3 years 3 years
Expected dividend
yield 3.74% 3.60% 8.05% 8.31% 7.82% 3.82% 7.69%
Risk free interest rate 4.91% 4.47% 3.23% 2.14% 1.16% 4.89% 1.83%

Unapproved Plan

10 May 29 September 18 September 14 October 14 April 16 October 8 October
2004 2005 2006 2008 2009 2009 2010
Number of options
granted 183,422 200,000 247,056 375,000 700,000 350,451 340,000
Share price at grant
date 175.5p 223.5p 261.5p 162.0p 107.0p 186.5p 191.0p
Exercise price 176.5p 223.0p 261.5p 144.0p 97.0p 185.0p 185.0p
Expected volatility* 21% 15% 9% 55% 50% 7% 29%
Option life 3 years 3 years 3 years 3 years 3 years 3 years 3 years
Expected dividend
yield 4.18% 3.44% 3.82% 8.15% 12.34% 7.69% 7.88%
Risk free interest rate 4.90% 4.26% 4.89% 4.20% 2.21% 1.83% 1.16%

The Monte Carlo model has been used to estimate the fair value of the option plan with the assumptions set out below.
This option is subject to a share price related performance condition.

Performance Share Plan
10 December

2010
Number of options
granted 171,403
Share price at grant
date 191.5p
Exercise price 192.0p
Expected volatility* 32%
Option life 3 years
Expected dividend
yield 7.49%

Risk free interest rate 1.48%
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33. Contingent liabilities

There are Group cross guarantees from the company for all monies due to certain of the Group’s banks and surety lenders.
No monies were outstanding as at 30 June 2011 (2010: £nil). In the normal course of business there are contingent liabilities
including the provision of bonds in respect of completed and uncompleted contracts.

34. Related party transactions

Transactions between the company and its subsidiaries, which are related parties, have been eliminated on consolidation and

are not disclosed in this note. There have been no material transactions between the Group and its associates or joint ventures
during the year.

35. Non-controlling interest

£000
Balance at 1 July 2009 -
Share of profit for the year -
Balance at 1 July 2010 =
Recognised on acquisition 325
Share of profit for the year 12
Exchange differences arising on translation of foreign operations 6
Balance at 30 June 2011 343

Non-controlling interest relates to the acquisition of Realys. Details of this acquisition are provided in Note 36.
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36. Acquisition of subsidiaries

On 8 April 2011 the Group acquired 85% of the issued share capital and obtained control of Realys, a design-led project
management specialist based in Shanghai servicing multinational companies — primarily from Western Europe. The acquisition
is expected to widen the Group’s international client base and provide a broader service offering to the Group’s clients in China
and Hong Kong.

Book Value Fair Value
£°000 £°000
Recognised amounts of identifiable assets acquired and liabilities assumed:
Financial assets 472 436
Property, plant and equipment 36 36
Identifiable intangible assets - 2,627
Financial liabilities (284) (931)
Total identifiable net assets 224 2,168
Non-controlling interest (325)
Goodwill 2,601
4,444
Satisfied by:
Cash 1,892
Equity instruments (237,586 ordinary shares of parent company) 472
Contingent consideration 2,080
Total consideration transferred 4,444
Net cash outflow arising on acquisition:
Cash consideration 1,892
Less: cash and cash equivalent balances acquired (166)
1,726

The fair value of the financial assets includes trade receivables with a fair value and gross contractual value of £0.2m.
These are expected to be fully collectible. The goodwill of £2.6m arising from the acquisition is attributable to the expansion of
the Group’s client base and geographical spread. None of the goodwill is expected to be deductible for income tax purposes.

The fair value of the 237,586 ordinary shares issued as part of the consideration paid for Realys, £0.5m, was based on the
share price on 8 April 2011.

The non-controlling interest has been measured as the proportionate share of the fair value of identifiable net assets.

The contingent consideration arrangements require the achievement of certain profit targets. The potential undiscounted
amount of all future payments that the Group could be required to make under the contingent consideration arrangement is
between £0.5m and £3.2m. The fair value of the contingent consideration arrangement of £2.1m was estimated by applying
the likelihood of meeting the profit targets as assessed by current management.

The vendors and the Group have entered into a put and call option arrangement for the remaining 15% of the shares of Realys,
with the earliest exercise date being 2015.

Acquisition-related costs (included in administrative expenses) amount to £0.2m (Note 6).
Realys contributed £0.4m revenue and £0.1m to the Group’s profit for the period between the date of the acquisition and the

balance sheet date. If the acquisition of Realys had been completed on the first day of the financial year, Group revenues for
the period would have been £1,198m and the Group’s profit for the period would have been £7.4m.
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37. Additional information on subsidiaries
The directors consider that to give full particulars of all subsidiary undertakings would lead to a statement of excessive length.

The details of the principal subsidiary companies as at 30 June 2011 were:

Proportion
of ordinary
Country of shares held
incorporation / by the Direct /
registration and group Indirect
Subsidiary undertakings operation Activity % Holding
CMI Commtech Limited Hong Kong Commissioning 100 Indirect
and testing
management
Commtech (Asia) Limited Hong Kong Commissioning 100 Indirect
and testing
management
Commtech Asia (Australia) Pty Limited Australia Commissioning 100 Indirect
and testing
management
Commtech Asia (Japan) Limited Japan Commissioning 100 Indirect
and testing
management
Commtech Asia (Singapore) Pte Limited Singapore Commissioning 100 Indirect
and testing
management
Exterior International plc England Fit out and 100 Indirect
building
Interior Services Group AESOP Trustee Limited England Employee share 100 Indirect
scheme trustee
Interior Services Group (Schweiz) subAG Switzerland Fit out and project 100 Indirect
management
Interior Services Group (UK Holdings) Limited England Holding company 100 Direct
Interior Tolent Limited England Fit out and 65 Indirect
building
ISG Asia China Limited China Fit out and project 100 Indirect
management
ISG Asia Group Services Pte Limited Singapore Group services 100 Indirect
ISG Asia (Hong Kong) Limited Hong Kong Fit out and project 100 Indirect
management
ISG Asia Investment (Hong Kong) Limited Hong Kong Fit out and project 100 Indirect
management
ISG Asia (Macau) Limited Macau Fit out and project 100 Indirect
management
ISG Asia (Malaysia) Sdn Bhd Malaysia Fit out and project 100 Indirect
management
ISG Asia (Singapore) Pte Limited Singapore Fit out and project 100 Indirect

management
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Proportion
of ordinary
Country of shares held
incorporation / by the Direct /
registration and group Indirect
Subsidiary undertakings operation Activity % Holding
ISG Asia Technical Services Sdn Bhd Malaysia Mechanical and 100 Indirect
electrical
engineering
services
ISG Cathedral Limited England Fit out and 100 Indirect
refurbishment
ISG Construction Holdings Limited England Holding company 100 Indirect
(formerly ISG Construction Limited)
ISG Construction Limited England Construction 100 Indirect
(formerly ISG Regions Ltd) services
ISG Deutschland GmbH Germany Fit out and project 100 Indirect
management
ISG Developments Limited England Property 100 Indirect
development
ISG Europe SAS France Fit out and project 100 Indirect
management
ISG Interior Limited England Fit out 100 Indirect
ISG Interior Services Group UK plc England Fit out and 100 Indirect
construction
services
ISG Italia Srl Italy Fit out and project 100 Indirect
management
ISG Jackson Limited England Construction 100 Indirect
services
ISG Middle East LLC UAE Fit out and project 49 Indirect
management
ISG Netherlands BV Netherlands Fit out and project 100 Indirect
management
ISG Olson CJSC Russia Fit out 100 Indirect
ISG Overseas Investments Limited England Holding company 100 Indirect
(formerly ISG Europe Ltd)
ISG Pearce Limited England Construction 100 Indirect
services
ISG Retail Limited England Holding company 100 Indirect
(formerly ISG Pearce Holdings Ltd)
ISG UK Fit Out Limited England Holding company 100 Indirect
Realys Group Limited Hong Kong Design-led project 85 Indirect
management
Realys Group Construction and Design China Design-led project 85 Indirect

Consulting (Shanghai) Company Limited

38. Events after balance sheet date

management

Since the year end, the Group has signed an agreement to acquire Alpha International SARL.



Independent auditors’
report to the members of
Interior Services Group plc

We have audited the parent company financial statements of Interior Services Group plc for the year ended 30 June 2011
which comprise the Company Balance Sheet and the related Notes 39 to 47. 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).

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

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, 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.

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 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 30 June 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 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:

e 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

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

Other matters
We have reported separately on the group financial statements of Interior Services Group plc for the year ended 30 June 2011.

Stephen Griggs FCA

(Senior Statutory Auditor) for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor

London, United Kingdom

6 September 2011
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Company balance sheet
At 30 June 2011

2011 2010
Notes £°000 £'000
Fixed assets
Tangible Assets 41 7 8
Investments 42 15,050 20,755
Total fixed assets 15,057 20,763
Current assets
Amounts owed by Group undertakings 43 50,669 50,719
Corporation tax - 777
Other debtors: amounts falling due within one year 636 276
Cash at bank and in hand 43 2,494 2,550
53,799 54,322
Creditors: amounts falling due within one year
Bank loans 44 (3,942) (4,415)
Trade creditors 45 (24) -
Corporation tax 45 (2) -
Other creditors 45 (31) (1,055)
Accruals 45 (1,666) (1,242)
Net current assets 48,134 47,610
Total assets less current liabilities 63,191 68,373
Creditors: amounts falling due after one year 44 (3,909) (7,851)
TOTAL NET ASSETS 59,282 60,522
Capital and reserves
Called up share capital 46 334 332
Share premium account 47 22,841 22,355
Other reserves 47 23,296 23,046
Own shares 47 (1,143) (1,143)
Profit and loss account 47 13,954 15,932
TOTAL SHAREHOLDERS’ FUNDS 59,282 60,522

The financial statements of the company (company number 2997684) were approved by the Board of directors and authorised
for issue on 6 September 2011. They were signed on behalf of the Board of directors.

S D Lawther J C B Houlton
Director Director



Notes to the company
financial statements
At 30 June 2011

39. Significant accounting policies

The separate financial statements of the company are presented as required by the Companies Act 2006. As permitted by that
Act, the separate financial statements have been prepared in accordance with United Kingdom accounting standards.

The financial statements have been prepared on the historical cost basis. Whilst the consolidated financial statements are
prepared in accordance with International Financial Reporting Standards, the principal accounting policies adopted are the
same as those set out in Note 3 to the consolidated financial statements insofar as they are material to the parent company
financial statements. Investments in subsidiaries are stated at cost less, where appropriate, provisions for impairment. The
company is included within the consolidated financial statements of Interior Services Group plc, which are publicly available.
Consequently, the company has taken advantage of the exemption from preparing a cash flow statement under the terms of
FRS 1 (revised 1996) ‘Cash Flow Statements’.

40. Parent company profit and loss account

The company has taken advantage of section 408(3) of the Companies Act 2006 and has not presented its own profit
and loss account. The profit for the year included within the financial statements of the parent company is £2,627,000
(2010: £10,395,000 loss).

41. Tangible assets

Leasehold IT & office
property equipment Total
£°000 £'000 £'000
Cost
Balance at 1 July 2010 182 280 462
Additions - 4 4
Balance at 30 June 2011 182 284 466
Accumulated depreciation
Balance at 1 July 2010 (182) (272) (454)
Depreciation expense - (5) (5)
Balance at 30 June 2011 (182) (277) (459)
Carrying amount
As at 30 June 2011 - 7
As at 30 June 2010 - 8 8

The company does not have any of its property and equipment pledged as security over bank loans.

42. Investments

2011 2010
£000 £°000
Cost
Balance at beginning of the year 20,755 26,237
Disposals (5,705) -
Impairment - (5,482)
Balance at end of year 15,050 20,755

The disposal balance in the current year is the result of internal restructuring where the ownership of ISG Asia Investment (HK)
Limited was transferred to ISG Overseas Investments Limited at carrying value. Impairment was recognised in respect of the
company’s investment in Propencity Group Limited in the prior year.
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43. Current assets

Amounts owed by Group undertakings
At the balance sheet date amounts receivable from fellow Group companies were £50,669,000 (2010: £50,719,000).
The carrying amount of these assets approximates their fair value.

Cash at bank and in hand
These comprise cash held by the company and short-term bank deposits with an original maturity of three months or less.

The carrying amount of these assets approximates their fair value. The cash balance at the balance sheet date was £2,494,000
(2010: £2,550,000).

44. Borrowings

2011 2010
£000 £°000
Current
Bank loans 3,942 4,415
Non-current
Bank loans 3,909 7,851
Total 7,851 12,266
Details of the bank loans and loan notes are given in Note 25 to the consolidated financial statements.
45. Creditors: amounts falling due within one year
2011 2010
£'000 £°000
Trade creditors 24 -
Corporation tax 2 -
Other creditors 31 1,055
Accruals 1,666 1,242
1,723 2,297

The carrying amount of trade payables approximates to their fair value.
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46. Share capital

Group and Group and Group and Group and
Company Company Company Company
Number £°000 Number £’000
Authorised:
Ordinary shares of 1p each
(2010: 1p each) 100,000,000 1,000 100,000,000 1,000
Allotted, called up and fully paid:
Ordinary shares of 1p each
(2010: 1p each) 33,405,281 334 33,158,467 332
Nominal
Value Number of Consideration
£ Shares £
Ordinary shares of 1p each allotted as at 1 July 2010 331,585 33,158,467
Ordinary shares issued during the year ended
30 June 2011 fully paid:
Consideration on acquisition 2,376 237,586 -
Crystallisation of options 92 9,228 15,253
Total ordinary shares of 1p each allotted and fully
paid during the year ended 30 June 2011 2,468 246,814 15,253
Ordinary shares of 1p each allotted as at 30 June 2011 334,053 33,405,281

The total authorised number of ordinary shares is 100 million shares (2010: 100 million) with a par value of 1p per share
(2010: 1p per share). All issued shares are fully paid. The company has one class of ordinary shares which carry no right to
fixed income.

47. Company reserves

Profit and

Own Share Other loss

shares premium reserves account

£°000 £°000 £’000 £°000

At 1 July 2010 (1,143) 22,355 23,046 15,932
Profit for the year - - - 2,627
Dividends paid - = - (4,605)
Share premium arising on issue of shares - 486 - -
Credit to equity for share based payments - - 250 -
At 30 June 2011 (1,143) 22,841 23,296 13,954

As at 30 June 2011, the parent company held 513,634 (2010: 513,634) ordinary 1p shares in the company at a cost of
£1,143,000 (2010: £1,143,000) and a market value of £1,032,404 (2010: £847,496). These shares have not been allocated to
individuals and accordingly, dividends on these shares have been waived. The company does not consider the decrease in the
value of the shares to be a permanent diminution in value and as such they have not been written down.

Other reserves are unrealised. Of the opening balance, £15,500,000 arose from the sale of ISG Interior Services Group UK plc
to Interior Services Group (UK Holdings) Limited in 2008.

All amounts within the profit and loss account are distributable reserves.
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Notice of annual
general meeting

NOTICE IS HEREBY GIVEN that the seventeenth Annual General Meeting of Interior Services Group plc (the “Company”)
will be held at Mitre House, 160 Aldersgate Street, London EC1A 4DD on 16 November 2011 at 12 noon for the following
purposes:

To consider and, if thought fit, pass the following resolutions, of which resolutions 1 to 10 will be proposed as ordinary
resolutions and resolutions 11 and 12 will be proposed as special resolutions:

1. To receive the audited accounts of the Company for the financial year ended 30 June 2011, the directors’ report and the
auditors’ report on those accounts.
2. To approve the directors’ report to the shareholders on directors’ remuneration.
3. To re-appoint Deloitte LLP as auditors of the Company, to hold office from the conclusion of this meeting until the
conclusion of the next general meeting at which audited accounts are laid.
4. To authorise the directors to determine Deloitte LLP’s remuneration as auditors of the Company.
To declare a final dividend for the year ended 30 June 2011 of 10.65 pence per ordinary share payable to shareholders on
the register at 6.00pm on 21 October 2011.
To re-appoint G V Aldridge as a director.
To re-appoint M J Barnes as a director.
To re-appoint R M Dantzic as a director.
To re-appoint R G Whittington as a director.
0. That the directors be generally and unconditionally authorised pursuant to section 551 of the Companies Act 2006 (the
“2006 Act”) to exercise all powers of the Company to allot any 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 £222,716 comprising:

o

0N

(@) an aggregate nominal amount of £111,358 (whether in connection with the same offer or issue as under (b) below or
otherwise); and

(b) an aggregate nominal amount of £111,358 in the form of equity securities (within the meaning of section 560(1) of the
2006 Act) in connection with an offer or issue of ordinary shares by way of rights or other pre-emptive offer or issue,
open for acceptance for a period fixed by the directors, to holders of ordinary shares (other than the Company) on
the register on any record date fixed by the directors in proportion (as nearly as may be) to the respective number of
ordinary shares held or deemed to be held by them, subject to such exclusions or other arrangements as the directors
may deem necessary or expedient in relation to fractional entitlements, legal or practical problems arising in any
overseas territory, the requirements of any regulatory body or stock exchange or any other matter whatsoever.

This authority shall expire (unless previously varied as to duration, revoked or renewed by the Company in general meeting)
on the earlier of the conclusion of the next annual general meeting of the Company and 15 months after the date of the
passing of this resolution, except that the Company may before such expiry make an offer or agreement which would or might
require shares to be allotted or rights to subscribe for or convert any security into shares to be granted after the expiry of such
authority and the directors may allot shares or grant rights to subscribe for or convert securities into shares in pursuance of
such offer or agreement as if the authority conferred by this resolution had not expired.

The authority granted by this resolution shall replace all existing authorities to allot any shares in the Company and to grant
rights to subscribe for or convert any security into shares in the Company previously granted to the directors pursuant to
section 551 of the 2006 Act.

11. That subject to the passing of resolution 10, the directors be empowered (i) pursuant to section 570 of the 2006 Act to
allot equity securities (within the meaning of section 560(1) of the 2006 Act) for cash pursuant to the general authority
conferred on them by resolution 10 above and/or (ii) pursuant to section 573(2) of the 2006 Act to sell equity securities
held as treasury shares for cash in accordance with section 727 of the 2006 Act, in each case as if section 561(1) of the
2006 Act did not apply to any such allotment or sale, provided that this power shall be limited to any allotment and/or sale
of equity securities:

(@ in connection with or pursuant to an offer or issue by way of rights or other pre-emptive offer or issue, open for
acceptance for a period fixed by the directors, to holders of ordinary shares (other than the Company) on the register
on any record date fixed by the directors in proportion (as nearly as may be) to the respective number of ordinary
shares held or deemed to be held by them, subject to such exclusions or other arrangements as the directors may
deem necessary or expedient to deal with fractional entitlements or legal or practical problems arising in any overseas
territory, the requirements of any regulatory body or stock exchange or any other matter whatsoever; and
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12.

(b) otherwise than pursuant to sub-paragraph (a) above, in the case of ordinary shares (as defined in section 560(1) of
the 2006 Act), an aggregate nominal value or, in the case of other equity securities, giving the right to subscribe for or
convert into ordinary shares having an aggregate nominal value, not exceeding the sum of £33,407.

This authority shall expire, unless previously revoked or renewed by the Company in general meeting, at such time as the
general authority conferred on the directors by resolution 10 above expires, except that the Company may at any time
before such expiry make any offer or agreement which would or might require equity securities to be allotted or equity
securities held as treasury shares to be sold after such expiry and the directors may allot equity securities and/or sell
equity securities held as treasury shares 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, to make one or more market purchases (within
the meaning of section 693(4) of the 2006 Act) of its ordinary shares of 1p each in the capital of the Company
(“ordinary shares”) provided that:

(@ the maximum aggregate number of ordinary shares hereby authorised to be purchased is 3,340,747;

(b) the minimum price (exclusive of expenses) which may be paid per ordinary share is not less than 1p; and

(c) the maximum price (exclusive of expenses) which may be paid per ordinary share is not more than 105 per cent of
the average of the middle market quotations for an ordinary share as derived from the London Stock Exchange Daily
Official List for the five business days immediately preceding the day on which the ordinary share is contracted to be
purchased.

~ = -

This authority shall expire on the earlier of the conclusion of the next annual general meeting of the Company and 15
months after the date of the passing of this resolution, but the Company may, if it agrees to purchase ordinary shares
under this authority before it expires, complete the purchase wholly or partly after this authority expires.

The directors believe that the proposed resolutions to be put to the meeting are in the best interests of shareholders as a whole
and recommend that shareholders vote in favour of all the resolutions, as they intend to do in respect of their own beneficial
shareholdings in the Company.

By order of the Board

J S P Cranney Registered Office:
Secretary Aldgate House

33 Aldgate High Street

6 September 2011 London EC3N 1AG
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Notes to the Notice of the Meeting:

1. A member who is an individual is entitled to attend, speak and vote at the meeting or to appoint one or more other
persons as his proxy to exercise all or any of his rights on his behalf. Further details of how to appoint a proxy, and the
rights of proxies, are given in the paragraphs below. A member that is a company can appoint one or more corporate
representatives (such as a director or employee of the company) whose attendance at the meeting is treated as if the
company were attending in person, or it can appoint one or more persons as its proxy to exercise all or any of its rights
on its behalf. In each case, a person attending the meeting will need to provide the Company or its registrars, Capita
Registrars, with evidence of their identity and, if applicable, their appointment as a proxy or corporate representative with
authority to vote on behalf of a member.

2. A shareholder entitled to attend and vote at the Annual General Meeting (the “AGM”) is entitled to appoint a proxy to
exercise all or any of his rights to attend, speak and vote at the AGM on his behalf. A shareholder may appoint more than
one proxy in relation to the AGM 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 proxy form which may be used
to make such appointment and give proxy instructions accompanies this notice.

3. To appoint a proxy or proxies shareholders must complete either (a) a form of proxy which they should sign and return,
together with the power of attorney or any other authority under which it is signed, or a notarially certified copy of such
authority, to the Company’s registrars, Capita Registrars, PXS, 34 Beckenham Road, Beckenham, BR3 4TU; or (b) a
CREST Proxy Instruction (see Note 7 below); or (c) an online proxy appointment at http://www.capitaregistrars.com/; in
each case so that it is received not later than 48 hours before the time fixed for the AGM or any adjournment thereof.
Appointment of a proxy will not preclude shareholders from attending and voting in person at the AGM.

4. Inthe case of joint holders, where more than one of the joint holders purports to appoint a proxy, only the appointment
submitted by the most senior holder will be accepted. Seniority is determined by the order in which the names of the
joint holders appear in the Company’s register of members in respect of the joint holding (the first-named being the most
senior).

5. Copies of all directors’ service contracts, or where any such contract is not reduced to writing, a memorandum of
the terms thereof, are available for inspection at the registered office of the Company during normal business hours
(Saturdays, Sundays and public holidays excluded) and will also be available for inspection at the AGM (for 15 minutes
prior to the meeting and during the meeting).

6. Pursuant to Regulation 41 of the Uncertificated Securities Regulations 2001, only those shareholders who are registered
on the Company’s share register at 12 noon on 14 November 2011, being not more than 48 hours prior to the time fixed
for the AGM or, if the AGM is adjourned, such time being not more than 48 hours prior to the time fixed for the adjourned
AGM, shall be entitled to attend the AGM and vote in respect of the number of shares registered in their name at that time.
Changes to entries on the share register made after this time will be disregarded in determining the rights of any person to
attend and/or vote at the AGM.

7. CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy appointment service may do
so for the AGM and any adjournment(s) of the meeting, by using the procedures described in the CREST Manual (available
via http://www.euroclear.com/CREST). CREST Personal Members or other CREST sponsored members and those CREST
members who have appointed a voting service provider should refer to their CREST sponsor or voting service provider
who will be able to take appropriate action on their behalf.

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 Euroclear UK & Ireland Limited’s specifications,
and must contain the information required for such instructions, as described in the CREST Manual. The message, regardless
of whether it constitutes the appointment of a proxy or an amendment to the instruction given to a previously appointed proxy
must, in order to be valid, be transmitted so as to be received by the Company’s agent (ID RA10) by the latest time for receipt
of proxy appointments set out in Note 3 above. 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 Applications Host) from which the Company’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 provider(s), should note that Euroclear UK &
Ireland Limited does not make available special procedures in CREST for any particular messages. 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 CREST sponsored member or has appointed
any voting service provider, to procure that his CREST sponsor or voting service provider takes) such action as is 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 service providers are referred, in particular, to those sections
of the CREST Manual concerning practical limitations of the CREST system and timings.
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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.

Explanatory notes on the resolutions

Resolutions 1 to 10 are ordinary resolutions. These resolutions will be passed if more than 50% of the votes cast for or
against the resolution are in favour.

Resolutions 1 and 2 - Receiving the audited accounts and associated reports

The 2006 Act requires that for each financial year, the directors present the Company’s accounts, the directors’ report and the
auditors’ report before a general meeting of the shareholders of the Company. The directors are also seeking approval of the
directors’ report to the shareholders on directors’ remuneration.

Resolutions 3 and 4 - Reappointment of auditors and authority to determine auditors’ remuneration

The 2006 Act requires that the Company shall, at each general meeting at which accounts are presented, appoint an auditor or
auditors to hold office from the conclusion of that meeting until the conclusion of the next general meeting at which accounts
are presented. Accordingly, the directors propose to reappoint the Company’s auditors, Deloitte LLP, as the auditors of the
Company and the directors are also seeking shareholder approval to determine the amount of their fees.

Resolution 5 - Declaration of a Final Dividend

The directors are recommending a final dividend of 10.65 pence per ordinary share of 1 pence, payable on 18 November 2011
to holders on the register as at 6.00pm on 21 October 2011. The final dividend can not be paid without shareholder approval
and its amount may not exceed the amount recommended by the directors.

Resolutions 6, 7, 8 and 9 — Reappointment of directors

Article 95 of the Company’s articles of association requires that directors shall retire from office at the AGM unless they have
been reappointed as a director at either of the last two annual general meetings. Accordingly, G V Aldridge, M J Barnes and R
M Dantzic are retiring and are seeking re-election.

Article 99 of the Company’s articles of association requires that directors appointed by the Board must seek re-election at the
next following AGM. Accordingly, R G Whittington is retiring and is seeking re-election.

Directors seeking re-election

G V Aldridge was appointed as an executive director of the Company in January 2008 responsible for corporate development
in particular to help in the development of the group’s international operations. Prior to joining the Company he was a
managing director in corporate finance at Bridgewell, the investment bank, focusing on the construction and support services
sectors. He has been a corporate adviser to the Company since the flotation of the Company in 1998.

M J Barnes joined the Board as a non-executive director in June 2004. He has extensive experience in the leisure and
hospitality industry and is currently a non-executive director of Sportech plc and Chairman of Novus Leisure Limited. He is a
member of the Remuneration Committee.

R M Dantzic joined the Board as non-executive Chairman in June 2004. A chartered accountant, he has a wealth of experience
in the property sector and is a former director of Stanhope Properties plc, British Gas Properties and Development Securities
plc. The Board does not consider that his other commitments prevent him from being an effective Chairman of the Company.

R G Whittington joined the Board as a non-executive director in May 2011. He is a chartered accountant and recently retired as
a Senior Partner from KPMG where he was the Partner in charge of the Infrastructure, Government and Healthcare Audit Group
and simultaneously Global Head of Building and Construction. He now acts as a consultant/adviser to a number of businesses.
He is Chairman of the Audit Committee.

With the exception of R G Whittington who had not joined the Company at the time, all of the directors seeking re-election
were subject to a formal performance evaluation during the year. The Board is of the view that all of the directors continue
to be effective, that each makes a valuable contribution to the Board and that all demonstrate commitment to their
respective roles.
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Resolution 10 - Authority to allot shares and securities

The 2006 Act provides that the directors may only allot shares if authorised by shareholders to do so. At the AGM,
shareholders will be asked to renew the directors’ authority to allot new shares, to grant options to subscribe for new shares
and to issue securities that are convertible into new shares under section 551 of the 2006 Act. This authority will be limited to
an aggregate nominal amount of £222,716, which represents approximately two-thirds of the current issued ordinary share
capital. As provided in paragraph (a) of the resolution, up to half of this authority (equal to one-third of the issued share capital
of the Company) will enable directors to allot and issue new shares, to grant options to subscribe for new shares and to

issue securities that are convertible into new shares, in whatever manner they see fit (subject to relevant pre-emption rights).
Paragraph (b) of the resolution provides that the remainder of the authority (equal to a further one-third) may only be used in
connection with a rights issue or other pre-emptive offer or issue in favour of ordinary shareholders. As paragraph (a) imposes
no restrictions on the way the authority may be exercised, it could be used in conjunction with paragraph (b) so as to enable
the whole two-thirds authority to be used in connection with a rights issue. Where usage of the authority exceeds the one-third
threshold in the circumstances set out in guidance issued by the Association of British Insurers the directors will stand for re-
election at the following annual general meeting, to the extent required by the ABI.

The authority will expire at the earlier of the conclusion of the next annual general meeting of the Company and the date falling
15 months after the passing of this resolution.

Passing this resolution will give the directors flexibility to act in the best interests of shareholders, when opportunities arise,
by issuing new shares. The directors have no present intention of issuing any shares except in connection with the employee
share schemes of the Company.

Resolutions 11 and 12 are special resolutions. These resolutions will be passed if more than 75% of the votes cast for
or against the resolution are in favour.

Resolution 11 - Disapplication of pre-emption rights

The 2006 Act requires that, if the Company issues new shares for cash or sells any treasury shares, it must first offer them to
existing shareholders in proportion to their current holdings. Shareholders will be asked to allow the directors, within limits, to
allot equity securities and/or to sell equity securities held “in treasury” (if any) (see below for explanation of equity securities
held “in treasury”) in the Company for cash without application of the pre-emptive rights provided by the 2006 Act up to a
maximum aggregate nominal value of £33,407, which represents approximately 10 per cent. of the current issued ordinary
share capital of the Company. The authority will expire at the same time as the authority to allot shares given under resolution
10. There are no current plans to allot any shares except in connection with the employee share schemes of the Company.

Since 1 December 2003, companies have been allowed to purchase their own shares and hold them “in treasury”, rather than
having to cancel them. Treasury shares carry no right to attend or vote at meetings, or to receive dividends. Nor will the shares
confer any right to participate pre-emptively in new issues by the Company. It is possible to hold treasury shares for later cash
sale or for transfer for the purposes of, or pursuant to, an employees’ share scheme, or to cancel them at any time.

The Company does not at present hold any shares in treasury.

Resolution 12 - Authority to purchase own shares

Resolution 12 is to authorise the Company to purchase (within recommended best practice) its own shares in the market.
The authority prescribes the maximum and minimum prices to be paid, and, if passed, would expire at the same time as the
authority to allot shares given under resolution 10.

The authority would only be exercised if the directors were satisfied that such purchases might be expected to result in an
increase in earnings per share for the remaining shareholders and were in the best interests of shareholders generally.

Shares purchased under the authority would be treated as cancelled (and the number of shares in issue reduced accordingly)
or would be held as treasury shares, which may be re-sold, cancelled or transferred for the purposes of an employee share
scheme.

As at the date of this Notice, the Company had 33,407,473 shares in issue. Resolution 12 seeks authority to purchase a
maximum of 3,340,747 shares, representing approximately 10 per cent. of its current issued share capital.
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