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Rentokil Immal Faciliies Scrvices (UK) Limited

Directors’ report and financial statements
For the year ended 31 Decumber 2011

Directors’ report

The directors present therr directors’ report and financial statements for the year ended 31 December 2011
Principal activiaes

The prmcipal actrvities of the company 1 the current years trading are unchanged from the previous year and are
the provision of contract cleaning and related services to the occupiers of commercial, ndustrial and public, retail,
food processing, airports and station buildings At 31 December 2011 the trade and assets of six subsidiary entities
were transferred to Rentokil Instial Facilities Services (UK) Limied meaning that the principal activities gong
forward will also mclude the supply of fire systems, extinguishers and ancillary services n offices and other
commercial properties, mamtenance and repair services related to all types of commercial and industrial buildings,
front of house reception services, and the provision of non-chnical support services to organisations mnvolved
healthcare

Business review

During 2011 the Initsal Facilities division continued through its transformation program, moving from the legacy
business model with multiple businesses acting as single service providers, to a new strategic approach focusing on
total facilities management This restructuring project has invested i mnitiatives to address the now obsolete legal
entity structure, improve customer services and streamlming of the division’s cost base  As the principal trader and
planned sole legal enuity for the division, Rentokil Initial Facthties Services (UK) Limited has made the vast
majority of this nvestment on behalf of the Initial Facilities division  This nvestment 1s reflected in the 2011 profit
and loss results in the non-underlying operational items of £6,825,000 (2010 £2,729,000) but has also impacted
operating profit excluding non-underlying operational items, where investment spend has not been clearly
identifiable from normal operating activities

On 31 December 2011 the trade and assets of the following entities were transferred to Rentokil Initial Facilities
Services (UK) Limited as part of phase one of a legal entity rationalisation Insitu Cleaning Company Limited,
Lancaster Office Cleaning Limited, Initial Hospital Services Limited, KGL Business Services Limited, Initial Fire
Services Limited and Initial Bullding Services Limited The purpose of this 1s to align the legal entity structure of
the Initial Facilities division with the management structure During 2012 and 2013 phase two of this rattonalisation
will see further consolidation of the Company’s subsidiaries to move away from historic management structures

In hight of these changes and as in the prior vear, we feel 1t 15 relevant here to disclose the results of the Initial
Facilities division

Ininal Facilities Divisional Results (Unaudited) 2011 2010

£000 £000
Turnover 581,370 534,364
Gross profit 71,137 68,473
Proﬁt)on ordinary activities before mterest & tax (excluding non-underlying 27,112 23,449
items

During 2011 the business strengthened 1ts position n the UK's integrated services market wath the acquisition of
MSS Facilities Management Limited by the Initial Facilities division, further butlding on the business’s
mantenance and equipment servicing capabilites This has been further strengthened i 2012 by the acquisition of
Modus Group Limited enabling the business to further grow its maintenance and equipment support offering in the
city of London The coming 12 months will be a very exciting period for the Initial Facilines division as the
business continues to mvest 1 1ts future, ensuring that 1t 1s structured to be able to provide the very highest levels of
customer service and flexiblity required to operate in today’s modern market
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Directors’ report (connnued)

Principal risks and uncertainties

The directors of Rentokil Initial plc, the ultimate parent company, manage the group’s nisks at a group level, rather
than at an individual company level In particular liquichty risk, market price risk and interest rate cash flow nisk are
managed at this level, and these are included on page 15 of the 2011 Rentokil Imitial plc Annual Report which does
not form part of this report

The principal nisks are
¢ A weakenimng of the UK economy

® The number, scope, complexity and interdependencies of many initiatives — risk of management stretch, and
overlapping priorities

The key operational nisk to the company 15 further deterioration of the global economy Should the UK market
weaken, it may become more difficult for the business to mamtam volumes and successfully pass on price increases
to customers Cash collection would potentially prove more difficult and bad debts may arise as customers suffer
from the recession

Credit risk

The company has implemented policies that require appropriate credit checks on all potential new customers before
sales are made

The business also sets maximum approval limits for individual credit counterparties, and these limits are reviewed
and varied to take account of changes to the underlying credit rating of individual credit counterparties as required

Proposed dividend
The directors do not recommend the payment of a dividend (2010 £Nil)
Policy and practice on payment of creditors

It 1s the company’s policy to settle the terms of payment with those with whom 1t does business when agreeing the
terms of a transaction, to ensure that the terms of payment are clear and to abide by the agreed terms Trade
creditors at the year end represented 35 days (2010 2! days) of purchases

Key performance indicators

The directors of Rentokil Imtial plc manage the group’s operations on a divisional basis For this reason the
company’s directors beheve that analysis using key performance indicators for the company 1s not necessary or
appropnate for an understanding of the development, performance or position of the busmess of Rentokil Initial
Facilities Services (UK) Limited The Group uses 16 key performance indicators to judge progress towards
strategic objectives They are grouped within 3 categories Colleagues (includes sales and serwvice colleague
retention, health and safety and engagement/enablement), Customers (includes gross sales % of opening portfolio,
customer retention, net gamn % of opening portfolio, state of service and customer sansfaction), and Shareholders
(includes organic and total revenue growth, APBITA margin, debtor days, cost savings delivered, cash conversion
as % of operating profit and gross capex as % of depreciation) These are included on page 5 of the 2011 Rentokil
Inmtial plc Annual Report which does not form part of this report

Going concern

The company 1s dependent upon the continued financial support of its parent company to enable 1t to continue
operating and to meet 1ts habihities as they fall due The parent company has confirmed that, should the need arise, 1t
will continue to provide the necessary financial support to the company to enable 1t to continue as a going concern
for the foreseeable future

Directors

The directors who held office during the year were as follows

M Brown

GR Smith {appownted 14 June 2011)

D Dowling (resigned 27 February 2012)
T H Morris (resigned 31 March 2011)
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Directors’ report (continued)

Employees

The company 1s commutted to the encouragement of employee involvement and participation m the progress of the
business There 1s regular communication from the centre with semior management on both general and specific
1ssues, this being linked to indrvidual communication programmes within the various business units

The company gives proper consideration to the employment of disabled persons wherever suttable positions exist
In the case of persons who become disabled, all practicable measures are taken to enable them to conunue their
employment or train for other swtable positions

Pohucal and charitable contributions
Durning the year the company made charitable donations of £Nd (2010 £Mi)
Disclosure of information to auditors

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there 1s no relevant audit mformation of which the Company’s auditors are unaware, and each director has
taken all the steps that they ought to have taken as a director to make themselves aware of any relevant audit
mformation and to establish that the Company’s auditors are aware of that information

Audator

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and KPMG Audit
Plc will therefore continue in office

By order of the board
Guy Smith Castlegate House
Drrector Castlegate Way
Dudley
West Midlands
DY1 4RR
9 Qctober 2012
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Statement of directors’ responsibilities in respect of the directors’ report and the
financial statements

The directors are responsible for preparing the directors' report and the financial statements mn accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they have
elected to prepare the financial statements m accordance with UK Accounting Standards and applicable law (UK
Generally Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied that they give a
true and farr view of the state of affairs of the company and of the profit or loss of the company for that period In
preparing these financial statements, the directors are required to

® select suttable accounting pohicies and then apply them consistently,
e make judgments and estumates that are reasonable and prudent,

e siate whether applicable UK Accounting Standards have been followed, subject to any matertal departures
disclosed and explatned 1n the financial statements, and

® prepare the financial statements on the going concermn basis unless 1t 1s mappropniate to presume that the
company will continue i business,

The directors are responsible for keeping adequate accounting records that are sufficient to show and explamn 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 have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and to
prevent and detect fraud and other uregulanties



KPMG Audit Plc

One Snowhill

Snow Hill Queensway
Birmingham

B4 6GH

United Kingdom

Independent auditor's report to the members of Rentokil Initial Facilities Services
(UK) Limited

We have audited the financial statements of Rentokil Imual Faciliies Services (UK) Limited for the year ended 31
December 2011 set out on pages 7 to 21 The financial reporting framework that has been applied in their
preparation 1s apphicable law and UK Accounting Standards (UK Generally Accepted Accounting Practice)

This report 1s made solely to the company's members, as a body, 1n accordance wath Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we mught state to the company's members those
matters we are required to state to them in an auditor's report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility 1o 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 responstbilities of directors and auditor

As explained more fully 1n the directors' responsibiliies statement set out on page 4, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and tair view Our
responsibility 15 to audit, and express an opinion on, the financial statements 1n accordance with applicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Audiung
Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A descripuon of the scope of an audit of financial statements 1s provided on the APB's web-site at
www frc org uk/apb/scope/private cfm

Opinion on financial statements
In our opinion the financial statements

* gve a true and fair view of the state of the company's affairs as at 31 December 2011 and of wts profit for the
year then ended,

*  have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and
*  have been prepared 1n 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 1n the directors' report for the financial year for which the financial statements
are prepared 15 consistent with the financial statements




Independent auditor’s report to the members of Rentokil Initial Facilities Services
(UK) Limited (conninued)

Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matiers where the Companies Act 2006 requires us to report to
you 1f, tn our opimon

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

¢ the financial statements are not 1n agreement with the accounting records and returns, or
. certain disclosures of directors' remuneration specified by law are not made, or

¢ we have not recerved al! the information and explanations we requure for our audit

8 Purkess (Senior Statutory Auditor) 10 October 2012

for and on behalf of KPMG Audit Plc, Statutory Auditor
Chartered Accountants




Profit and loss account
Sor the year ended 31 December 2011

Note 2011
Underlying Non-
items underlving
iHems
(note )
£000 £000
l'urnover 2 205,686 -
Cost of sales (182,222) -
Gross profit 23,464 -
Distribution costs (4,631) -
Administrative expenses (18,022) (6,825}
Operating profit/(loss) 811 (6,825)
Income from shares in group
undertakings 12,648 -
Amounts written off imnvestments (1,006) -
Net interest payable and similar
Charges 1] (283) -
Profit/(loss) on ordinary
activities before taxation 12,170 (6,825)
Tax on profit/{loss) on ordinary
Activities 725 -
Profit/(loss) for the financial
Year 12,895 (6,825)

Rentokil Imuial Facilities Serviees (UK ) Limited
Directors” report and financial statements
For the year ended 31 December 2011

2010

Total Underlying Non-
Items underlying

tems

(note 7)

£000 £000 £000

205,686 199,050 -

(182,222) {(174,612) -
13,464 24 438
(4,631) (5 929)

(24,847) {13718) (2,729)
(6,014) 4,791 (2729)
12,648 588
(1,006) (138) -

(283) (459 -
5,345 4,782 (2,729)
725 {546) -
6,070 4236 (2,729)

Total

£000

199 050
(174,612)

24,438
(5,929)
(16,447}

2,062

588
(138)

(459)

2,053

(546)

1,507

The company has no recognised gams or losses other than those included in the results above and therefore no
separate statement of total recognised gains and losses has been presented The net pension asset was transferred
into Rentokil Initial Factlities Services (UK) Lumited on 31% December 2011 and therefore there has been no
activity to present 1n a statement of total recognised gamns and losses 1n the current year

All of the company’s trading and results are m respect of continumng actrvities

There are no differences between the profits above and the historical cost equivalents

All acquisitions made by the company occurred on 31 December 2011 and thus there 1s no impact on the current

year profit and loss account



Balance sheet
at 31 December 2011

Fixed assets
[ntangible agsets
Tangible assets
Investments

Current assets

Stocks

Debtors

Cash at bank and mn hand

Creditors Amounts falling due within one year

Net current habihities

Total assets less current habilities

Provisions for habilities

Net assets excluding pension asset

Net pension asset

Net assets

Capital and reserves
Called up share capital
Profit and loss account

Shareholders’ funds

These financial statements were approved by the board of directors on 9 October 2012 and were signed on its behalf

by

Guy Smith
Director

Company registered number 2329448

Note

10
1

12
13

14

15

21

Ié
17

18

Rentokil Initial Facihiies Services (UK) Limited

20m
£000

1,229
63,315
57,532

122,076

(144,794)

Directors’ report and financial statements

For the year ended 31 December 2011

2010

£000 £000
19,341
9,460
34,203
63,004

162

35,913

10,927

47,002

(69,185)
(22,718)
40,286
(2,819)
37,467
13
37,480
17,293
20,187
37,480

£000

137
8,555
44,901

53,593

(22,183)

31,410

31,410

31,410

17,293
14,117

31,410




Rentoki! Initial Facilities Services (UK) Limmted
Directors’ report and financial statements
For the year ended 31 December 2011

Notes
(forming part of the financial statements)

1 Accounting policies

The following accounting policies have been apphed consistently in dealing with items whach are considered
material n relation to the financial statements

Basis of preparation

The financial statements have been prepared mn accordance with applicable accounting standards and under the
historical cost accounting

The Company 1s exempt by virtue of Sectton 400 of the Companies Act 2006 from the requirement to prepare group
financial statements These financial statements present mformation about the Company as an mdividual
undertaking and not about 1ts group

Under FRS 1 the Company 1s exempt from the requirement to prepare a cash flow statement on the grounds that a
parent undertaking mcludes the Company m its own published consohdated financal statements

As the Company 1s a wholly owned subsidiary of Rentokil Inihal plc, the Company has taken advantage of the
exemption contamed in FRS 8 and has therefore not disclosed transactions or balances with wholly owned
subsidianes which form part of the group

Going concern

The company's business activities, together with the factors likely to affect its future development and position are
set out 1n the Business review section of the Directors' Report on page 1 The company 1s expected to continue to
generate positive cash flows on 1ts own account for the foreseeable future On the basis of their assessment of the
company's financial position, the company's directors have a reasonable expectation that the company will be able to
continue n operational existence for the foreseeable future Thus they continue to adopt the gomg concern
assumption as a basis of accounting 1n preparing the annual financial statements

The directors have recerved confirmation from Rentokil Inittal ple, of its mtention to financially support the
company such that the company can meet 1ts obligations as they fall due for a period of at least twelve months from
the date of the directors’ approval of these financial statements

Turnover

Turnover, which excludes value added tax and trade discounts, represents the invoiced value of goods and services
supplied and amounts accrued at the year end for services performed mn the year, not yet mvoiced For non-contract
based business, revenue represents the value of goods delivered or services performed For contract-based business,
revenue represents the sales value of work carried out for customers during the period

Pension costs

The company operates three pension schemes one defined benefit scheme (Initial Hospital Services Limited Nol
Pension Scheme), one defined benefit scheme where the company 15 unable to 1dentify 1ts share of the assets and
liabihities (Rentokil Initial Pension Scheme), and one defined contribution scheme

The ultimate parent undertaking operates a defined benefit pension scheme and a money purchase scheme
Contributions to pension funds are determined on the basis of recommendations made by independent qualified
actuaries and are charged to the profit and loss account i such a way as to provide for the liabilhities evenly over the
remamnng working life of the employees Under FRS 17, the company 1s unable to identify its share of the
underlying assets and liabilities 1 this scheme on a consistent and reliable basis Therefore the company’s charge to
the profit and loss account 1s equal to the contributions payable to the schemes 1n the accounting period Further
details of the pension fund are set out in note 21

The Company operates a defined contribution pension scheme The assets of the scheme are held separately from
those of the Company i an independently administered fund

Pension scheme assets are measured using market values Pension scheme lhiabilities are measured using a projected
umit method and discounted at the current rate of return on a high quality corporate bond of equivalent term and
currency to the liability

The pension scheme surplus (to the extent that 1t 1s recoverable) or deficit 15 recognised in full and presented on the
face of the balance sheet net of related deferred tax
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Notes (continued)
1 Accounting policies (continued)
Taxanon

The charge for taxation 1s based on the profit/loss for the year and takes mto account taxation deferred because of
nming differences between the treatment of certam 1tems for taxation and accounting purposes

Deferred tax 1s recogmsed, without discounting, in respect of all timuing differences between the treatment of certam
items for taxation and accounting purposes which have arisen but not reversed by the balance sheet date, except as
otherwise required by FRS 19

The company 1s part of a UK group for various corporation tax purposes and accordingly, may use the group rehef
provisions whereby current taxable profits can be offset by current tax losses arising in other companies 1n the
group Where tax losses are surrendered from members of the wader UK tax group, no payment 1s generally made

Tangible fived assets
The cost of tangble fixed assets 1s thetr purchase cost, together with any mmcidental costs of acquisition

Depreciation 1s calculated so as to write off the cost of tangible fixed assets on a straight line basis over the expected
useful economic hives of the assets concerned down to therr residual values The principal annual rates used for this
purpose are

Freehold buildings 2% on cost

Leasehold properties Over the term of the lease
Motor vehicles 25% on cost

Plant and equipment 10% - 50% on cost

Impairment of value under FRS 11 Impaiment of fixed assets and goodwill 1s determined where the post tax
realisable value and contmumg use value are less than the net book value of the asset Any impairment loss
recognised will be recognised in the profit and loss account

Investments
Investments 1n subsidiary undertakings, associates and joint ventures are stated at cost less amounts written off
Goodwill

Purchased goodwall (both positive and negative) arising on business combination in respect of acquisitions before 1
January 1998, when FRS 10 ‘Goodwill and intangible assets’ was adopted, was written off to reserves 1n the year of
acquisiton When a subsequent disposal occurs any related goodwill previously written off to reserves 1s written
back through the profit and loss account as part of the profit or loss on disposal

Purchased goodwll (representing the excess of the fair value of the consideration given over the fair value of the
separable net assets acquired) anising on business combinations 1 respect of acquisitions since 1 January 1998 1s
capitalised Positive goodwill 1s amortised to nil by equal annual wnstalments over its estimated useful life Any
impatrment charge 1s ncluded within operating profits

On the subsequent disposal or termination of a business acquired since 1 January 1998, the profit or loss on disposal
or terrmnation 1s calculated after charging (crediting) the unamornsed amount of any related goodwill

Intangible fixed assets and amortisation
Intangible fixed assets purchased separately from a business are capitalised at their cost

Intangible assets acquired as part of an acquisition are capitalised at thewr farr value where this can be measured
reliably Fair values are restricted to an amount that does not create, or increase, any negative goodwill

Concessions, patents, licences and trademarks purchased by the Company are amortised to ml by equal annual
nstalments over therr useful economic lives, generally their respective unexpired periods, of between 5 and 10
years

Stocks

Stocks are stated at the lower of cost and net reahsable value In general, cost 15 determined on a first in first out
basis and mncludes transport and handling costs Where necessary, provision 1s made for obsolete, slow moving and
defective stocks

10
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Notes (continued)
1 Accounting policies (continued)
Leases

Assets acquired under finance leases are capitalised and the outstanding future lease obhgations are shown m
creditors Operating lease rentals are charged to the profit and loss account on a straight line basis over the period of
the lease

Foreign currencies

Transactions m foreign currencies are recorded using the rate of exchange ruling at the date of the transaction
Monetary assets and habilities denomimated m foreign currencies are translated vsing the contracted rate or the rate
of exchange ruling at the balance sheet date and the gans or losses on translation are included mn the profit and loss
account

True and fair override

During the year the trade and net assets of six subsidiary undertakings were transferred to the company at their book
value which was less than their fair value The cost of the company's investments n those subsidiary undertakings
reflected the underlying fair value of net assets and goodwill at the times of acquisition As a result of this transfer,
the value of the company's investments in those subsidiary undertakings fzll below the amount at which they were mn
the company's accounting records Schedule 1 to the Companies Act 2006 The Large and Medium-sized Companies
and Groups {Accounts and Reports) Regulations 2008 (S1 2008 No 410) requires that the mnvestments be written
down accordmgly and that the amounts be charged as a loss m the company's profit and loss account However, the
directors consider that, as there has been no overall loss to the company, 1t would fail to give a true and fair view to
charge that dimmution to the company's profit and loss account for the year and 1t should mstead be re-allocated to
goodwill and the identifiable net assets transferred, so as to recognise n the company's individual balance sheet the
effective cost to the company of those net assets and goodwill The effect of this departure 1s to mcrease the holding
company's profit for the financial year by £18,481,000 and to increase the amount of goodwill by £18,481,000 in the
holding company's balance sheet The group financial statements are not affected by this transfer

2 Analysis of turnover
2011 2010
£000 £000
By geographical market
UK 205,429 198,742
Europe 257 308
205,686 199,050
3 Notes to the profit and loss account
2011 2010
£000 £000
Profit/(loss) on ordinary activittes before taxation 1s stated after charging
Depreciation and other amounts wnitten off tangible fixed assets
Owned 3,113 4,066
Leased . 64
Amortisation 98 97
Operating lease rentals
Other 505 629
Plant and machinery 2,339 3,658
Loss on disposal of fixed assets 106 134
Auditors remuneration for the audit of these financial statements 97 97

Non-underlying items (note 7) 6,824 2,729




Notes (continued)

4 Staff numbers and costs

Rentoki] Inttial Faulities Services (UK) Limited
Directors’ report and financial statements
For the year ended 31 December 2011

The average number of persons employed by the Company (including directors) during the year, analysed by

category, was as follows

Operatives (including branch staft)
Selling and Distribution
Admimistration and Management

The aggregate payroll costs of these persons were as follows

Wages and salaries
Social security costs
Other pension costs

5 Remuneration of directors

Directors’ emoluments
Company contributions to money purchase pension schemes

Retirement benefits are accruing to three (2010 fve) directors under a money purchase pension scheme

Number of employees

2011

£000

116,212
7,473
937

124,622

2011
£000

1,038
42

1,080

2010

£000

127,537
8,341

136,793

2010
£000

The apgregate of emoluments and amounts receivable under long term mcentive schemes of the highest pad
director was £395,700 (2010 £258,600) and company pension contributions of £42,300 (2010 £235,500) were made

to money purchase schemes on their behalf

6 Net interest payable

Interest payable on bank loans and overdrafts

Finance charges payable 1n respect of finance leases and hire purchase contracts

Other interest recervable

2011
£000

(387)

104

(283)

2010
£000

(505)
(4)
50

(459)




Notes (continued)

7 Neon-underlying items

Redundancy
Consultancy
Property exit costs
Other

Non-underlying items relate to the on-going transformation of the Inmitial Facihties division, as discussed in the
business review on page 1 The costs are considered to be non-underlying due to their non-recurnng nature and size
Costs within ‘Other’ include professional fees and staffing costs related to the ime and attendance project and
restructuring the window cleaning business

8 Taxation

Analyss of charge in period

Rentokil Iniual Facilities Services (UK) Limited

Directors’ report and financial statements
For the year ended 31 December 2011

6,825

2010
£000

705
1,174 l

850

2,729

2011 2010

£000 £000 £000 £000
UK corporanon tax
Current tax on income for the penod - 665
Total current tax - 665
Deferred tax (see note 13)
Ongination/reversal of uming differences (985) (131)
Adjustment 1n respect of previous years 260 12
Total deferred tax {725} (119)
Tax on profit/{loss) on ordinary activities (725) 546

Factors affecting the tax charge for the current period

The current tax charge for the period 1s lower (2010 higher) than the standard rate of corporation tax mn the UK of
26 5% (2010 28%) The differences are explained below

2011 2010
£000 £000
Current lax reconcilianon
Profit on ordinary activities before tax 5,345 2,053
Current tax at 26 5% (2010 28 %) 1,416 575
Effects of
Permanent differences — dividends received and disallowed costs (3,024) 64
Use of capital losses brought forward - (104)
Tax losses recerved for nil consideration 564 -
Depreciation in excess of capital allowances 426 (191)
Timing Differences 618 321
Total current tax charge (see above) - 665
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Notes (continued)

8 Taxation {contnued)
Factors that may affect future current and total tax charges

The 2012 Budget on 21 March 2012 announced that the UK corporation tax rate will reduce to 22% by 2014 A
reduction in the rate from 26% to 25% (effective from 1 April 2012} was substannally enacted on 5 July 2011, and a
further reduction to 24% (effective from 1 April 2012) was substantially enacted on 26 March 2012

This wall reduce the company’s future current tax charge accordingly and further reduce the deferred tax asset at 31
December 2011 (which has been calculated based on the rate of 25% substantively enacted at the balance sheet
date}

It has not yet been possible to quanufy the full anticipated effect of the announced further 2% rate reduction,
although this will forther reduce the company’s future current tax charge and reduce the company’s deferred tax
asset accordmgly

9 Intangible fixed assets
Goodwill Customer Total
hsts
£000 £000 £000
Cost
At beginning of year 1,227 - 1,227
Transfer from investments 18,482 - 18,482
Transfer from group companies - 820 820
At end of year 19,709 820 20,529
Amortisation
At beginning of year 1,090 - 1,090
Charged tn vear 98 - 98
At end of year 1,188 - 1,188
Net book value
At 31 December 2011 18,521 820 19,341
At 31 December 2010 137 - 137

On 31 December 2011 the trade and assets of the followmng Rentokil Initial Facilities Services (UK) Limited
subsidiaries were transferred into the Company Insitu Cleamng Company Limited, Lancaster Office Cleamng
Company Limited, Imitial Hospital Services Limited, Imitial Building Services Limited, Perception UK LLP and
Rentokil Imtial Fire Services Limited The goodwill arising on these transactions was £18,481,865 As part of the
same transaction Rentokil Initial Facilities Services also acquired a purchased intangible asset of customer lists from
Rentokil Imitial Fire Services Limited of £819,518

Goodwill 1s being amortised over 1ts useful life between 5 and 20 years Customer hists are bemg amortised over 7
years




Notes (continued)

10 Tangible fixed assets

Cost

At beginning of year
Addiions

Transfers

Disposals

At end of year

Deprecration

At beginning of year
Charge for year

On disposals

At end of year

Net book value
At 31 December 2011

At 31 December 2010

11 Fixed asset investments

Cost

At beginmng of year
Additions

Retumn of investment
Transfer to goodwill
Capital contnbution

At end of year

Provisions
At beginning of year
Provided in the year

At end of year

Net book value
At 31 December 2011

At 31 December 2010

Rentokil Imtial Facihties Services (UK) Limited

Durectors’ report and financial statements
For the year ended 31 December 2011

Land and Plant and Motor Computer Computer

buildings machinery vehicles  equipment Software Total
£000 £000 £000 £000 £000 £000
890 20,942 267 1,212 978 24,289
13 881 - 56 500 1,450
803 1,859 4 8 - 2,674
(222} (6,014) (211) (599) (219) (7,265)
1,484 17,668 60 677 1,259 21,148
580 13,492 231 966 465 15,734
62 2,725 15 90 221 3,113
(186) (6,014) (211) (599) {149) (7,159)
456 10,203 35 457 537 11,688
1,028 7,465 25 220 722 9,460
310 7,450 36 246 513 8,555
Shares in

group

undertakings

£000

45,241

20,634

(12,230)

(18,482)

386

35,549

(340)

(1,006)

{1,346)

34,203

44,901




Notes (continued)

11 Fixed asset investments {conttnued)

Rentok1l [nival Facihties Services (UK) Limited
Dircctors’ repert and financial statements

For the year ended 31 December 2011

The principal trading subsidiaries of the company at 31 December 2011 are shown below All are incorporated in

England and Wales

Name of Company
Insitu Cleaning Company Limited

Lancaster Office Cleaming Company
Limited

Knightsbndge Guarding Holdings
Limited

KGL Business Services

Imtial Hospital Services Limited

Initial Buillding Services Limited

Initial Facilities Management Limited

Initial Catering Services Limited

Rentokil Initial Fire Services Limited

JNC Fire Protection Limtted

Nature of business

% ownership

Provision of contract cleaning services in the retail and leisure 100%
sectors

Provision of contract cleaning services to large organisations 100%

predominantly in the London arca

Holding Company 100%
Provision of reception services 100%
Provision of non clinical support services 100%
Provision of building services 100%
Provision of faciliies management services 100%
Provision of catering services 100%
Provision of fire prevention services 100%
Provision of fire prevention services 40%

On 3 February 2011 the company acquired 100% of the share capital of the newly incorporated Rentokil Initial Fire
Services Limited for consideration of £100,000

On 31 July 2011, the company purchased the entire share capital of Imitial Catering Services Limited for

consideration of £20,500,000 from Group company BET Development Limited

On 31 December 2011 the trade and assets of Insitu Cleaning Company Limited, Lancaster Office Cleaning
Company Limited, Imital Hospital Services Limited, Initial Building Services Limuted, Perception UK LLP and
Rentokil Imtial Fire Services Limited were transferred to Rentokil Imitial Facihties Services (UK) Limited via a
dividend in specie  As a result of this ransaction the investment values of these entities have been impaired  As
part of this transfer Rentokil Imtial Fire Services Limited also transferred to the company a 40% shareholding m

JNC Fire Protection Limited

16




Notes (continued)

Rentoki] Inaal Facilities Services (UK) Limited
Directors’ report and financial statements
For the year ended 31 Dccember 2011

12 Stocks
2011
£000
Raw matenals and consumables 669
Fimished goods 560
1,229
13 Debtors
2011
£000
Trade debtors 36,426
Amounts owed by group undertakings 13,546
Prepayments and accrued income 12,362
Deferred Tax 981
63,315
Amounts due from group undertakings are unsecured, interest free and repayable on demand
The elements of deferred taxation are as follows
2011
£000
Difference between accumulated depreciation and amortisation and capital allowances k1.
Other uming differences 943
Deferred tax asset 981
Defarred tax hability (see note 14) -
14  Creditors: Amounts falling due within one year
2011
£000
Bank lcans and overdrafis 39,649
Trade creditors 13,427
Amounts owed to group undertakings 58,768
Taxation and soc1al security 2,912
Deferred Tax (see note 13) -
Accruals and deferred income 27,567
Corporation tax payable 2,471
144,794

2010
£000

162

162

2010
£000

24,297
3,252
8,364

35913

2010
£000

417
361

(5(;)

2010
£000

3,177
38,180
8,127
56
18,980

69,185

17



Rentokil Imtial Facilines Services (UK) Limited
Directors’ report and financial statements
For the year ended 31 December 2011

Notes (continued)

15 Provisions for lialmlines

Property Other Total
provision provisions

£000 £000 £000

At beginning of vear - - -
Utilised dunng year (288) - (288)
Charge to the profit and loss for the year 2,621 - 2,621
Transferred in - 486 486
At end of year 2,333 486 2,819

The property provision represents obligations under onerous leases and dilapidations on exited properties following

the review of the property portfolio as part of the restructuring programme  These costs will be incurred over the
next two years

Other provisions relates to an onerous contract to operate a loss making catering facility until 2020 transferred to the
company on 31 December 2011 from lmtial Hospital Services Limited and a provision agamnst possible claims
against guarantees held by customers of Rentokil Roofing Limited Rentokil Imtial Facilities Services (UK) Limited
are liable for these guarantees due to Rentokil Roofing being part of Initial Building Services Limited 1n the past
when the guarantees were 1ssued, who after being sold went into liguidation, and thus the guarantees reverted back
to Imitial Building Services hmited The assets and liamlities of Inihial Building Services Limited were transferred to
Rentokil Inmitial Facilities Services (UK) Limited on 31 December 2011 wvia a dividend 1n specie

16 Called up share capital

2011 2010
£000 £000
Allotted, called up and fully pard
17,293,100 2010 17,293,100) ordinary shares of £1each 17,293 17,293
17 Reserves
Profit and
loss account
£000
At beginning of year 14,117
Profit for the year 6,070
At end of year 20,187

18




Notes (contnued)

18 Reconciliation of movements 1n shareholders’ funds

Profit for the financial year
Increase n share capital

Net addition to shareholders’ funds
Opening shareholders’ funds

Closing shareholders’ funds

19 Transfer of trade and assets

Rentokil Initial Facihties Services (UK) Limuted
Directors” report and financial statements

2011
£000

6,070

6,070

31,410

37,480

For the year ended 31 December 2011

On 31 December 2011, the company acquired the trade and assets of Insitu Cleaning Company Limited, Lancaster
Office Cleaning Limited, Imtial Hospital Services Limited, Ininal Fire Services Limited, Imitial Building Services
and KGL Busimess Services Limited This transaction has been accounted as a return on investment where net assets
were transferred and a capital contmibution where net habilities were transferred The book values of the net assets
and lhabilities acquired, together with the goodwill anising in respect of these transfers, are as follows

Lancaster Insitu [mitial In1tral Irutial KGL
Office Cleaning Hospital Fire Building Business
Cleaning  Company Services Services Services Services
Limited Limmited Limuted Limited Limited Limited Total
£000 £000 £000 £000¢ £000 £000 £000
Balances transferred
Intangible assets - - - 820 - - 820
[nvestments - - - 35 - - 35
Tangible assets 332 621 503 497 721 - 2,674
Stocks - - 392 560 83 - 1,035
Debtors 11,741 4,537 5,351 2,584 2,342 68 26,623
Cash 2,244 14,751 17,255 86 1,784 580 36,700
Creditors <1 year (9,394) (15,314) (22,986} (4,970) 2,717 (500} (55,881)
Provisions - - (219) - (267) - (486)
Deferred tax 94 34 88 2 93 - 311
Pension asset - - 13 - - - 13
Return on investment/{capital 5,017 4,629 397 (386) 2,039 148 11,844
contribution)
Goodwll anising on transaction 14,777 929 1,821 - 261 693 18,481

There are deemed to be no material differences between the fair value and book value of the assets transferred The
goodwll ansmg 1n respect of these acquisitions will be amortised over 20 years




Rentokil Imitial Facilities Seraces (UK) Limited

Directors’ report and financial statements
For the year ended 31 December 2011

Notes (continued)

20 Commitments

Annual commitments under non-cancellable operating leases are as follows

2011 2010
Land and Other Land and Other

buildings bulldings
£000 £000 £000 £000

Operating leases which expire

Within one year 112 405 162 179
In the second to fifth years inclusive 145 2,463 255 1,912
Over five years 41 - 104 -
208 2,868 521 2,09t

21 Pension scheme

The company participates i group pension schemes operated by Rentokil Initial plc and the principal scheme 15 the
Rentokil Initial Pension Scheme (*RIPS™)

The pension schemes are of both the defined benefit and defined contribution type and the assets are held in separate
trustee administered funds However, the contributions paid by the company are accounted for as if the schemes
were defined contribution schemes, as the company 1s unable to identify its share of the underlying assets and
halhtes of the schemes The funds are valued every three years by a professional qualified independent actuary,
the rates of contribution payable being determined by the actuary In the intervening years the actuary reviews the
continuing appropriateness of the rates Details of the latest full actuanal valvanon, at 31 March 2010, are set out in
the accounts of Rentokil Initial plc The principal scheme i the group is the RIPS scheme in the United Kingdom,
which has a number of defined benefit sections which are now closed to new entrants (other than the Imtial No2
Section, accounting for 0 5% of the total schemes habilities, which remams open} Following detailed consultations,

future accrual ceased as from 31 August 2006 and defined benefit members moved mto new defined contribution
arrangements

At 31 December 2011, the RIPS surplus disclosed in the consohidated financial statements of Rentokil Ininal ple
(prepared under Intemational Financial Reporting Standards) amounted to £144 Om (2010 surplus of £5 Om) The

directors are of the opimmion that there 1s no matenal difference between an FRS 17 “Retirement Benefits” and an
IAS 19 valuation

On the 31 December 2011 the trade and assets of Imithal Hospital Services Limited were transferred to Rentokil
Imtial Facihties Services (UK) Limited, mcluding the pension asset in relation to the Imitial Hospital Services
Limuted Nol Pension scheme and all obligations to provide defined benefits under this scheme The most recent
actuanial valuation of the scheme for accounting purposes was at 6 April 2009

Prmcipal actuanal assumptions at the year end were as follows

2011 2010
Inflation 33% 37%
Salary escalation - -
Starutory revaluanon in deferment 24% 30%
Discount rate (pre and post retirement) 48% 5 4%
Life expectancy for 65 year oid male 870 869

The scheme has a number of purchased annuities in respect of past retirements These are understood to fully match
the associated habihties and so have been excluded from both the assets and liabiliies at each accounting date

20




Rentokil Initial Facihities Services (UK) Lumuted
Directors’ report and financial statements
For the year ended 31 December 2011

Notes (continued)

21 Pension scheme (conttnued)

The fair value of the pension plan assets and hiabilities at the balance sheet date and the expected rates of return for
each asset are

2011 2010

£000 Return £000 Return
Equities 2,400 7.9% - -
Bonds 248 4.4% - -
Property 65 7.9% - -
Cash and other net assets 168 4 4% - -
Total fair value of scheme assets 2,881 .
Present value of scheme lhabilities (2,863) -
Surplus 1n scheme 18 -
Related deferred tax hability 5) -
Net pension asset 13 -

The movement m surplus during the period 1s as follows (unless otherwise specified, the figures calculated are based
on the assumptions as at the beginning of the period)

Assets 2011 2010

£000 £000
Assets 1n scheme at beginning of year - -
Transferred from group company 2,881 -
Assets 1in scheme at end of year 2,881 -
Liabihties 2011 2010

£000 £000
Liabilities 1n scheme at beginning of year - -
Transferred from group company 2,863 -
Liabilittes in scheme at end of year 2,863 -

22 Ultimate parent company and parent undertaking of larger group of which the company is a member

The immed:ate parent undertaking 1s Rentokil Imtial (1896) Limited (previously BET Limited) The ulhmate parent
and controlling company 1s Rentokd Initial 1927 plc The largest and smallest group for which the company is a
member and for which group accounts are drawn up 1s that of Rentokil Imtal plc Copies of the annual report are
available from the Company Secretary, Rentokil Imitial Ple, 2 City Place, Beehive Ring Road, Gatwick, West
Sussex, RH6 QHA
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