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First Security (Guards) Limited

Directors’ report

The directors present their annual report and the audited financial statements for the year ended
31 December 2006

Principal actvity

The principal activity of the company during the year continued to be that of the provision of a
range of security manpower and associated support services

Results and dividends

On turnover of £50,983,000 (2005 £47,639,000) the company's profit on ordinary activities
before taxation was £3,209,000 (2005 £3,193,000). The profit after taxation was £2,228,000
(2005 £2,159,000)

An mntertm dividend of £n1l (2005 £900,000) was declared and paid during the year, the
Dhrectors recommend a final dividend of £nif (2005 £mb)

Interserve plc manages its operations on a divisional basis  For this reason, the company's
directors believe that further key performance indicators for the company are not necessary or
appropriate for an understanding of the development, performance or position of the business
The performance of the Speciahist Services division of Interserve ple, which includes the
company, is discussed i the group's Annual Report which does nat form part of this repert

Directors and their interests

The directors who served throughout the year and subsequently, except as noted were as
follows

I8 Levine Date resigned 06.04 67
G Swaby

D ] Mundell

IR Toley Date resigned 19 07 06
S R Shupley Date resigned 19 07 06
B Spencer Date appointed 20 07 06
G M Comwell Date appownted ‘01 03 07

None of the Directors held any shares in the company or related group undertakings m the

penad




First Security (Guards) Limited

Directors’ report

Dhirectors and their interests (continued)

The Directors n office at the period end held options over the following number of ordinary

shares of 10 pence nomina! value each in the ultimate parent undertaking, Interserve ple

Options over shares of 10p each
A
31 December  Granted  Exercised Lapsed December  Exercise
dunng during during Perod of
Director 1005* year year year 2006 price p exercise
26-May-07 -
B W Spencer 28,000 - - - 28,000 25325 25-May-14
19-Mar-05 -
5,295 - - - 5.295 566 50 18-Mar-12
19-Mar-05 -
1,705 - - - 1,705 566 50 18-Mar-09
14-Mar-08 -
34,787 - - - 34,787 35930  13-Mar-i5
J S Levine - - - - - N/A N/A
G Swaby - - - - - N/A N/A
D J Mundell - - - - - N/A N/A
* Or date of appointment
The Directors in office at the period end had interests m the following number of ordinary
sharcs of 10 pence nommnal value each 1n the ultimate parent undertaking, Interserve pic, under
the Interserve plc Performance Share Plan
Interserve Plc Performance Share Plan
31 December  Awarded Vested Lapsed 31 December  Vesting
Director 2005+ during year  duning year  during year 2006 date
B W Spencer - 17,342 - - 17,342 21-Jun-09

* Or date of appotntment

The market price of Interserve Ple Shares at 315t December 2006 was 401p The highest and
towest market prices of ordinary shares during the financial year were 429p and 260p
respectively

Creditor payment policy

The company does not follow any code or standard on payment practice It agrees appropriate
terms and conditions for its transactions with each suppher, these range from standard written
terms to individually negotiated contracts Payments to suppliers should be made in accordance
with those terms and conditions, provided that the suppher has met its obligations under those
terms and conditions Trade creditors at 31 December 2006 represented 23 days of purchases
{2005 26 days)




First Security (Guards) Limited

Directors’ report

Employees

The Company gives full consideration to applications for employment made by persons with
reduced mobility, bearing in mind the respective aptitudes and abilities of the applicant
concemned [n the event that an employee becomes disabled, every effort 1s made to ensure their
continued employment and to arrange appropriate trining [t 15 the policy of the company that
the tramng, career development and promation of a disabled person should, as far as
practicable, be 1dentical to that of a person who does not suffer from a disabiity  The company
has contmued 1ts policy of regularly consulting and communicating with its employees through
newsletters, bricfing meetings and announcements on notice boards

Principal Risks and Uncertainties
Finance and Foreign Exchange Risk

The Company is financed by mnterest free loans and / o interest bearing loans from Group
undertakings and a Bank Overdraft that 1s subject to a Group set-off facility In addition, the
ultimate Parent Company manages both mterest rate risk and exchange rate risk through the
Group Treasury Department, using various methods mcluding swaps and hedges and these are
disclosed in the Group Accounts

Credit Rusk

The Company operates a credit contro] policy and Clients are generally allowed 30 day terms,
subject to reviews  Aged debtors are reviewed regularly and the Company policy 1s to provide
for any specific bad debts based on credit reviews and market information

Liquidity Risk

{n order to ensure the Company has sufficient funds for its ongoing operations and future
activities, the Company uses a combination of Overdrafts and Group Loans The financing and
liquidity of the Company 1s managed in conjunction with the Group Treasury function

The Directors are satisficd that given the nature of this Company there arc no other significant
risks and uncertainties to consider

Group nisks are discussed in the Group's Annual Report which does not form part of these
financial statements

Auditors

Each of the persons who 15 a director at the date of approval of this report confirms that.

- so far as the director is aware, there 15 no relevant audit information of which the
company's audiors are unaware, and

- the dircctor has taken all the steps that he/she ought to have taken as 2 director i order to
make himself/herself aware of any relevant audit information and to estabhish that the
company’s audrters are aware of that information

This confirmation 1s given and should be interpreted i accordance with the provisions of
s234Z A of the Companies Act 1985

Delottte & Touche LLP have expressed their wiilingness to contimue in office as auditors and a
resolution to reappoint them wii! be proposed at the forthcoming Annual General Meeting




First Security (Guards) Limited

Directors’ report

Approved by the Board of Dhrectors
and signed on behalf of the Board

> Q/('x waby
Director
Nt M 7 2007




First Security (Guards) Limited

Statement of directors’ responsibilities

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

Company law requires the directars to prepare financial statements for each financial year
Under that law the directors have elected to prepare the financial statements 1 accordance with
Umnited Kingdom Generally Accepted Accounting Practice (Untted Kingdom Accounting
Standards and applicable law) The financial statements are required by law to give a truc 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 these financal statements, the directors are required to

. select sutable accounting policics and then apply them consistently,

. make judgments and estimates that are reasonable and prudent,

. state whether applicable UK Accounting Standards have been followed, subject to any
material departures disclosed and explaned i the financial statements, and

. prepare the financial statements on the going concern basis unless 1t 1s inappropriate to

presume that the company wili continue m business

The directors are responstble for keeping proper accounting records that disclase with
reasonable accuracy at any time the financial position of the company and enablc them to ensure
that the financial statements comply with the Companies Act 1985 They are also responsible for
safcguardmg the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other wregularities




First Security (Guards) Limited

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF FIRST SECURITY
(GUARDS) LIMITED

We have audited the financial statements of First Secunty (Guards) Limited for the year ended
31 December 2006 which comprise the Profit and Loss Account, the Balance Sheet Statement,
the reconciliation of movement in equity shareholders' funds and the relaled notes 1 to 20
These financial statements have been prepared under the accounting policies set out therewn

This report 15 made solely to the campany’s members, as a body, in accordance with section 235
of the Companies Act 1985 CQur audit work has been undertaken so that we might state to the
company’s members those matters we are required to state to thermn in an audstors’ report and for
no other purpose To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the company’s members as a body, for our
audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors' responsibiliues for preparing the financial statements in accordance with
apphicable law and Umted Kingdom Accounting Standards (United Kmgdom Generally
Accepted Accounting Practice) are set out n the Statement of Directors’ Responsibilities

Our responsibility 1s to audit the financial statements 1n accordance with relevant legal and
regulatory requirements and International Standards on Auduing (UK and Ireland)

We report to you our opinton as to whether the financial statements give a true and fair view and
are properly prepared n accordance with the Companes Act 1983 We also report to you
whether m our opinmon the information given n the Directors’ Report is consistent with the
financial statements

In addition we report to you 1f, m our opinion, the company has not kept proper accountng
records, If we have not recetved all the information and explanations we require for our audit, or
if information specified by law regarding directors' remuneration and other transactions 1s not
disclosed

We read the Directors’ Report and consider the implications for our report 1f we become aware
of any apparent misstarcments within it

Basis of audit opinion

We conducted our audit tn accordance with International Standards on Audming (UK and
Ireland) issued by the Auditing Practices Board An audit includes examimation, on a test basis,
of evidence relevant to the amounts and disclosures 1n the financial statements It also includes
an assessment of the sigmficant estimates and judgments made by the directors i the
preparation of the financial statements, and of whether the accounting policies are appropriate to
the company’s circumstances, consistently apphed and adequately disclosed

We pltanned and performed our audit 5o as to obtan all the information and explanations which
we considered nccessary n order to provide us with sufficient evidence to give reasonable
assurance that the financial statements are free from material misstatement, whether caused by
fraud or other wrcgularty or error In forming our opimion we also evaluated the overall
adequacy of the presentation of mformation in the financial statements




First Security (Guards) Limited

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF FIRST SECURITY
(GUARDS) LIMITED

Opmnion

In our cpimon

. the financial statements give a true and farr view, in accordance with United Kingdom
Generatly Accepted Accounting Practice, of the state of the company's affairs as at 31
December 2006 and of its profit for the year then ended,

. the financial statements have been properly prepared in accordance with the Companies
Act 1985, and

. the mformation given n the Directors' Report i1s consistent with the financial
statements

0 Jéaﬁlu /,6/

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors

London

A3 ny’ 2007




First Security (Guards) Limited

Profit and loss account
Year ended 31 December 2006

Note
Turnover 2
Cost of sales
Gross profit
Administrative expenses
Operating profit 3
Interest receivable and simular income 6
Interest payable and stmilar chasges 7
Profit on ordinary activities before taxation
Tax on profit on ordmary activities 8
Profit on ordinary activities after taxation
Dividends ordinary dividends on equity shares 9

Profit retained for the financial year

Al of the activities of the company are classed as contiuing

The above resulis are stated on an historical cost basis

2006 2005
£000 £7000
50,983 47,639
(42,386)  (39,414)
8,597 8,225
(5.277) (4,985)
3,320 3,240

2 5
(113) (62}
(i1 (47)
3:209 3,193
(981) (1,034)
2,228 2,159
- (900)

2,228 1,259

There were no recognised gamns or losses in either year other than the profit shown above and therefore no scparate

statement of recogmsed gatns and losses has been presented.




First Security (Guards) Limited

Balance sheet
31 December 2006

Note

Fixed assets
Tangible assets i0

Current assets
Debtors 11
Cash at bank and in hand

Creditors: amounts falling due
within one year 12

Net current assets

Totat assets less current liabihties

Creditors; amounts falliag due after
more than one year 13

Capital and reserves
Called up share capital 18
Profit and loss account 19

Equity shareholders’ funds

These financial statements were approved by the Board of Directors on

Signed on behalf of the Board of Directors

2006 2005
£'000 £000
424 373
10,378 10,701
3,619 1,575
13,997 12,276
(8,441) (8,889)
5,556 3,387
5,980 3,760
- 6]
5,980 3,752
S0 50
5,930 3,702
5,980 3,752
272 May 2007




First Security (Guards) Limited

Reconciliation of movements in equity shareholders’ funds
Year ended 31 December 2006

Profit for the year
Net increase 1w equity shareholders' funds
Opeming equity sharcholders’ funds

Closing equity sharcholders' funds

2006 2008
£'000 £'000
2,228 1,259
2,228 1,259
3,752 2,493
5,980 3,752

i1




First Security (Guards) Limited

Notes to the accounts
Year ended 31 December 2006

1. Accounting policies

The financial statements are prepared n accordance with applicable United Kingdom law and accounting
standards The particular accounting policies adopted, which have been applied consistently during the current
and preceding year are described below

The Compzny 15 exempt from the requrements of Financial Reporting Standard No 1 (Revised 1996) to
prepare a cash flow statement as 1t 1s a wholly owned subsidiary undertaking of Interserve Group ple, and its
cash flows are included within the consolidated cash flow statement of that company

Accounting convention

The financial statements are prepared under the istorical cost convention

Fixed assets

All fixed assets are mitially recorded at cost then net of depreciation and any proviston for impairment

Depreciation

Depreciation is provided on all tangible fixed assets, at rates calculated to write off the cost, less estimated
residual value based on prices prevailing at the date of acquisition of each asset evenly over 1ts expected useful
life, as follows:

Leasehold property and improverments life of the lease
Fixtures, fittings and computer equipment 4 —10 years
Motor vehicles 4 years

The carrying values of tangible fixed assets are reviewed for impatirment i periads if events or changes in
circumstances indicate the carrying value may not be recoverable

Taxation

Current tax 15 provided at amounts expected to be pard (or recovered) using the rates and laws that have been
cnacted or substantiatly enacted by the balance sheet date

Deferred tax

Deferred tax ts recognised in respect of ali uming differences that have originated but not reversed at the
balance sheet date whete transactions or events that resuit in an obhigation to pay more, or a right to pay less,
tax in the future have occurred

Deferred tax assets are recognused only to the extent that the directors consider that ts more hkely.than not that
there will be surtable taxable profits from which the future reversal of the underlying timing differences can be
deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply m the periods in
which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the balance

sheet date
Leasing and hire purchase commitments

Assets held under finance leases, which are leases where substantially all the risks and rewards of ownership of
the asset have passed to the company, and hire purchase contracts, are capitahsed in the balance sheet and are
deprectated over their useful lives The capital elements of future obhigations under the leases and hire
purchase contracts are ncluded as habilities tn the balance sheet

The mntertst elements of the rental obligations are charged to the profit and loss account over the periods of the
leases and hire purchase contracts and represent a constant proportion of the balance of capital repayments
outstanding

12




First Security (Guards) Limited

Notes to the-accounts
Year ended 31 December 2006

Leasing and hire purchase commitments (continued)

Rentals payable under operating leases are charged to the profit and loss account on a straight hine basis over
the lease term

Pension costs

The Company makes contributtons to the personal pension schemes of certain directors and employees
Contributions are charged to the Profit and Loss Account as they become payable in accordance with the rules

of the schemes

2. Turnover

Turnover, which 1s stated net of value added tax, represents amounts received or recesvable from third parties for
services provided

Turnover 1s attributable to one activity, the proviston of manned guarding services, and alt arose m the United
Kingdom

3 Operating profit

2606 2005
£000 £000
This 1s stated after chargmg/{crediting)
Auditors’ remuneration
- audit services 0 relation to the company 19 30
Depreciation of owned fixed assets 116 72
Depreciation of assets held under finance leases and hire purchase contracts - 15
{LossYprofit on disposal of fixed assets {16) 2
Operating lease rentals - land and buldings 209 212
4 Particulars of employees
The monthly average numnber of employees during the period was
2006 2605
No. No
Security 1,681 1,691
Sales and admmistration 57 59
1,738 1,750
The aggregate payroll costs (including directors) of the above were £900 £000
Wages and salarcs 37,850 38211
Social security costs 3,035 3,042
Other pension costs 69 38

40,954 41,291




First Security (Guards) Limited

Notes to the accounts
Year ended 31 December 2006

5 Directors' emoluments

The directors’ aggregate emoluments in respect of qualifymng services were

Emoluments

Value of company pensien contributions te money purchase schemes

Contributtions are made to'a money purchase scheme n.respect of 3 directors (2005 3)

The amounts n respect of the highest paid director were as follows

Emoluments

Value of company pension contributions to money purchase schemes

6. Interest recervable and sumilar income

Bank interest receivable
Other nterest receivable

7. Interest payable and similar charges

Finance charges payable under finance leases and hire purchase contracts
Bank interest payable

2406 2005
£'000 £000
489 403
56 19
2006 2005
£0060 £000
27 168
54 i2
2006 2005
£'000 £000
2 3

- 12

2 13
2006 2005
£000 £:000
1 3

112 5%
113 62

14




First Security (Guards) Limited

Notes to the accounts
Year ended 31 December 2006

8. Tax on profit on ordinary activities
Analysis of the tax charge

‘The tax charge for the year 1s made up as follows

2006 2005
£'000 £:900
Current tax:
Umited Kingdom corporation tax at 30% (2005 - 30%)
- charge on the results for the geriod 1,010 996
- adjustment 1n respect of prior period (23) {98)
Tax on profit on ordinary activities 987 898
Deferred taxation:
- origination and reversal of timing differences 3) 21
- adjustment 1n respect of prior period (3) 115
(6) 136
Tax on profit on ordinary activities 981 1,034
Factors affecting the tux charge:
The differences are reconciled below
Profit on ordmary activittes before tax 3209 3,193
Profit on ordinary acttvities multiplied by the standard'rate of corporation tax in
the UK of 30% (2005 30%) 964 958
Fxpendsture not deducted for tax purposes 43 29
Accelerated capital allowances (3) (7
Tax (over) provided in previous years (23) (98)
Other short term timung differences 6 26
Total current tax 987 898
Deferred tax
Accelerated capital allowances 53 12
Other ming differences - 33
Deferred taxation asset 53 47
At 1 January 47 183
Profit and loss account 6 (136)
At 31 December 2006 53 47




First Security (Guards) Limited

Notes to the accounts
Year ended 31 December 2006

9 Dividends

2006 2005
£1000 £1000
Equity dividends on erdinary shares.
Interim dividend paid - 900
10,  Tangible fixed assets
Fixtures,
Leaseheld fittings,
property and  tools and Maotor
improvements equipment vehicles Total
£000 £1000 £°000 £000
Cost
At | January 2006 59 785 65 909
Additions - 183 - 183
Disposals and adjustments - (36} - (36)
At 31 December 2006 59 932 65 1,056
Accumulated deprecaztion
At 1 January 2006 38 463 35 536
Charge for the year 6 97 13 ité
Disposals and adjustments - (20) - 20)
At 31 December 2006 44 540 48 632
Net book value
At 31 December 2006 15 392 17 424
At 31 December 2005 2i 322 30 373

The net book value of assets above includes an amount of £n1) (2005 £40,000) m respect of assets held under
finance leases and hire purchase contracts

11.  Debtors

2006 2005

£000 £'000

Trade debtors 6,124 6,350

Other debtors 18 16
Prepayments and accrued income 392 497
Amounts due from other proup companies 3,791 3,791
Deferred tax (note 8) 53 47
10,378 10,701




First Security (Guards) Limited

Notes to the accounts
Year ended 31 December 2006

12.  Creditors: amounts falling due within one year

Bank overdraft

Obligations under finance leases and hire purchase coniratis (note 14)
Trade creditors

Amounts owed to group undertakings

Corporation tax

Other taxation and social security

Other creditors

Accruals and deferred income

13.  Creditors: amounts fatling due after more thap onc year

Obligations under finance leases and hire purchase contracts (note 14)
14.  Obhgations under finance leases and hire purchase

The matunty of these amounts 15 as follows

Amounts payable within one year
Amounts payable between two to five years

Less finance charges allocated to future periods

Finance leases and hire purchase contracts are analysed as follows
Current obhgaiions (note 12)
Non-current obligations {note 13)

2006 2005
£2000 £'000
- 2,026

- 6

403 313

. 51
1,010 625
2,598 2,781
. 3
4,430 3,074
8,441 8,889
2006 2005
£2000 £000
- 8
2006 2008
£000 £000
. 17

. 8

. 25
- (H

- 24

. 16

- 8

- 24

17




First Security (Guards) Limited

Notes to the accounts
Year ended 31 December 2006

15, Commitments under operating leases

At 31 December 2006 the company had annual commtments under non-cancellable operating leascs as set out

below
2006 2005
Land and Land and
buldings Other  buildings Other
£000 £9000 £'000 £°000
Operating lcases which expire
- Within one year 119 - 113 5
- In two to five years - - - 36
- Qver five years 99 - 99 .
209 - 212 41

16  Contingent habilities

The company has provided cross-guarantees 1n respect of bank ‘overdrafts and other habiliies for group
compantes amounting in aggregate £mi (2005 £10,906,000)

I7. Related party transactions

The company has taken advantage of the excmption under Financial Reporting Standard 8 and not disclosed
transactions with group undertakings

18.  Called up share capital

2006 2005
£000 £'000

Authorised:
200 ‘A’ deferred shares of £0 50 each - -
99,800 ‘B’ deferred shares of £0 50 each 50 30
200 ordinary shares of £0 01 each - -
56 50

Called up, allotted and fully paid-

200 “A’ Deferred Shares of £0 50 each - -
99,800 ‘B’ Deferred Shares of £0 50 each 50 50
200 ordmnary Shares of £0.01 each - -

50 50

The ‘A’ and “B” deferred shares do not rank for dividends and carry no voting rights

On hiquidation of the company, the holders of the deferred shares are not entitled to participate in a return of
captal untsl the holders of the ordinary shares have recetved the sum of £1 muilion in respect of each share held
and then only to the extent of £2 per share




First Security (Guards) Limited

Notes to the accounts
Year ended 31 Deceniber 2006

19.  Profit and loss account

At [ January 2006
Profit for the year

At 31 December 2006

20 Ultimate parent company

£'000

3,702

2,228

5,930

The company’s immediate parent is First Security Group Limtted and 1ts ultimate parent undertaking and
controlling party,and the undertaking of the smalfest and Jargest group for which group financial statements
are prepared, 1s Interserve plc, a company incorporated in Great Britain'and registéred m England and Wales

The consolidated financial statements of Interserve plc are available to the public and may be obtained from
Capital Tower, 91 Waterloo Road, London SE[ 8RT No other, group financial staterments include the results
of the Company

19
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