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Interserve Environmental Services
Limited (Registered number: 03306668)

Strategic Report
for the Year Ended 31 December 2019

The directors present their strategic report for the year ended 31 December 2019.

REVIEW OF BUSINESS

The company is a wholly owned subsidiary of Interserve Specialist Services (Holdings) Limited. The operating profit of
the company in the year was £506k (2018: £92k). A dividend of £nil (2018: £nil) was paid during the year. No further
dividends are proposed.

The company provides asbestos management services to the public and private sector.

COVID-19

Interserve Environmental Services Limited, and the Support Services Division of which it is a part, has proven resilient in
the face of the COVID-19 pandemic. Overall the Division has continued to generate profit and cash during the period,
albeit at a reduced level, with COVID-19 estimated to have been responsible for a ¢.9% revenue decrease during the first
lock-down period. The business has worked closely with its customers to maintain critical services and has benefited
from the use of the Coronavirus Job Retention Scheme to maintain its employment levels.

The effects of COVID-19, as described above, have been incorporated within the going concern statement below.

Post Balance Sheet Events

On 30 January 2020 the World Health Organisation declared the outbreak of coronavirus (COVID-19) a pandemic
resulting in the governments of many countries, states and cities taking preventative and protective actions such as
imposing restrictions on travel and business operations and advising or requiring individuals to stay at home or quarantine
in cases where people have been exposed to the virus.

In an effort to mitigate the impacts of COVID-19, the company has implemented business continuity plans with only key
front line staff working in its offices and at client contract locations and as far as possible the remainder of its staff
working from home which has meant that there has been limited impact on service delivery and operations.

The company has undertaken a detailed review of the potential impacts of COVID-19 and continues to monitor future
developments closely. At the date of this report the impact of COVID-19 has predominantly been short-term reductions in
revenue as a result of customer site closures, reductions in services and delays to the commissioning of project work, both
in the public and private sector, partially offset by additional services requested in sectors such as health and some central
government customers.

The company has concluded that the coronavirus pandemic is a non-adjusting post balance sheet event in accordance with
the guidance set out in IAS 10 - Events After the Reporting date, as the significant changes in business activities and
economic conditions occurred as a result of events arising after the 31 December 2019 reporting date.

The Interserve Group experienced a cyber incident on 2 May 2020 which had a significant impact on a number of the
company's operating IT systems. On becoming aware of the cyber-attack, the company's crisis response was
immediately launched and its business continuity plans were implemented. There has been no material impact on the
provision of services to the company's customers. As of 24 August, the remediation work carried out across the Group has
been completed such that the company believes that there is no residual threat to the group remaining as a result of this
incident.

The Interserve Group is conducting a comprehensive investigation into the attack and its remediation measures are
ongoing, progressing well and in line with expectations. This main investigation concluded on 7 September as per plan.
The investigation has identified no evidence of data exfiltration having taken place.

The Interserve Group complied with all its notification obligations under applicable data privacy law, including to the
Information Commissioners Office (ICO) and is co-operating fully with the ICO's investigation. The Interserve Group
understands that the ICO has indicated that it may take regulatory proceedings, which may ultimately lead to a monetary
penalty and/or enforcement action, the results of which cannot currently be foreseen or estimated reliably.
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Strategic Report
for the Year Ended 31 December 2019

On 25 June 2020, Mitie Group plc announced the proposed merger with Interserve Support Services for a combined
consideration of £271 million comprising £120 million in cash and a 23.4% shareholding in the Mitie Group. Completion
of the transaction is subject to certain conditions precedent including approval by the Competition and Markets Authority
and the Pensions Regulator but is expected to complete by the end of this year.

Key Financial and Non-Financial Performance Indicators

The Support Services division, of which the Company forms a part, use a scorecard of financial and non-financial key
performance indicators (KPIs) to measure critical aspects of performance, which align to the Company's strategic
objectives. The KPIs are applied to the most relevant tier, whether that be contract or the division as a whole. These
primary targets are to deliver substantial future work and generate strong cash conversion, alongside the wellbeing of
everyone working for the Company.

There is future workload for the Company of £nil (2018: £442k). The Support Services division uses cash conversion as
the principle KPI to assess business performance and prospects. The cash conversion KPI for 2019 was 156% for the
division (2018: 195%), these figures demonstrate a consistent and strong cash generation performance which has been
considered in the going concern review and in the ongoing management of the Company. The number of Reporting of
Injuries, Diseases and Dangerous Occurrences Regulations (RIDDORS) in the Company for the year was nil (2018: nil)
and the Company employee voluntary turnover in the year has been 10% (2018: 21%).
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Interserve Environmental Services
Limited (Registered number: 03306668)

Strategic Report
for the Year Ended 31 December 2019

PRINCIPAL RISKS AND UNCERTAINTIES
The key risks and uncertainties affecting the company are considered to relate to market change, major contracts, key
people, the health and safety regime, financial risks and damage to reputation. These risks are discussed below.

The market conditions during 2019 have been particularly tough. The company has continued to operate within the
previously implemented Group wide performance improvement plan, Fit for Growth, aimed at improving margin
performance to industry norms.

Brexit

The directors have considered the impact that Brexit may have on the company and considered these in short and
longer-term planning. The main area of risk is regarding labour mobility and thus the number of EU nationals within our
workforce, as well as the broader potential impact on the economy and public spending. Therefore the Company
welcomed the statement on 'Safeguarding the position of EU citizens living in the UK and UK nationals living in the EU’
made by the UK Government on 26th June 2017. In addition, following the UK Government's agreement with the
European Union on citizens' rights, European Union citizens can apply for settled status through the 'EU Settlement
Scheme' (fully opened by 30 March 2019), and the agreement that EU citizens' rights will not change until 2021.

The directors believe that this provides significant protections; both for the existing EU workforce within Interserve, but
also will ensure that there is not a material impact on our ability to hire future talent. It is also important to note that the
existing number of EU citizens working within Interserve is relatively small in proportion to other national groups.

There are not expected to be significant supply chain issues or tariff increases.

FINANCIAL RISK MANAGEMENT

The company has exposure to a variety of financial risks which are managed with the purpose of minimising any potential
adverse effect on the company's performance. The Board has policies for managing each of these risks and they are
summarised below. The directors are satisfied that given the nature of this company, there are no other significant risks
and uncertainties to consider.

Inflation risk

A proportion of the company's revenue and costs are linked to inflation. A number of contracts allow any inflationary
movement to be passed onto the customer allowing the company to maintain its margin. Where there is not a suitable
mechanism for passing on inflationary costs, the company will look to maintain its margin through efficiency savings and
renegotiating terms on contract renewal.

Liquidity risk
The company seeks to maintain sufficient facilities to ensure access to funding for our current and anticipated future
requirements, determined from budgets and medium term plans.

The company used banking facilities negotiated on its behalf by Interserve Plc, and since 15 March 2019 those of
Interserve Group Limited.

Finance risk
The company is financed by interest free loans and/or interest bearing loans from group undertakings and a bank overdraft
that is subject to a group set-off facility.

ENVIRONMENTAL IMPACT

It is the Interserve Group's policy to conduct its operations in an environmentally sustainable manner in order to protect
the environment for future generations. In implementing its policy the Group seek, through its operating companies to;
comply with relevant environmental legislation and regulation, prevent pollution, the use of natural resources,
minimisation of waste and emissions, promote environmental awareness to its employees, and to monitor and improve its
environmental performance.
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ANTI-BRIBERY AND CORRUPTION

As part of the Interserve Group's commitment to compliance in anti-bribery and competition laws, it has worked with the
Institute of Business Ethics to develop and launch a smart choice toolkit. This is a decision-making guidance tool
providing practical help and guidance on the legal position in a variety of situations in which employees may find
themselves, such as when it is and is not appropriate to accept a gift or offer hospitality, practical tips to avoid
involvement in facilitation payments and how best to act if faced with a conflict of interest.

GOING CONCERN

The financial statements have been prepared on a going concern basis, which assumes that Interserve Environmental
Services Limited will be able to meet its liabilities as they fall due in the period to 31 December 2021 ("the going concern
review period"). At the date of approval of these financial statements, Interserve Environmental Services Limited is a
wholly owned subsidiary of Interserve Group Limited ("IGL"), however it is anticipated that before the end of 2020
Interserve Environmental Services Limited will be acquired by Mitie Group plc ("Mitie").

Forecast models used

Accordingly, in order to assess the appropriateness of the going concern basis of preparation the directors have assessed
the cash flow forecasts of Interserve Environmental Services Limited on the basis that the acquisition by Mitie proceeds
and the company will form part of the enlarged group through to the end of the going concern review period.

Because the acquisition is not yet completed, the directors have also assessed the cash flow forecasts of Interserve
Environmental Services Limited on the basis that the acquisition does not proceed and the company remains part of the
IGL group for the forecast period.

In performing their assessment the directors considered the principal risks and uncertainties set out within this Strategic
Report. The directors' assessment included review of cash flow forecast models which were based on reasonable
expectations of future performance and also reasonable worst case scenarios, together with a reverse stress test in the
context of the COVID-19 pandemic.

Uncertainty in relation to acquisition by Mitie

The successful acquisition of Interserve Environmental Services Limited is dependent upon certain specific conditions,
including Mitie shareholder and regulatory approvals which have not yet been satisfied and are outside of the control of
Interserve Environmental Services Limited. Should, for any reason, the acquisition not proceed, Interserve
Environmental Services Limited would remain as a subsidiary of IGL and be a guarantor in respect of and reliant upon the
existing financing facilities available to the IGL Group. The directors have carefully considered factors which may
affect the company's and the IGL Group's future performance and financial position in the context of their available
financial resources by reviewing projected cash flow forecasts throughout the going concern review period to 31
December 2021, including downside scenarios and mitigating actions potentially available to IGL.

The markets in which the IGL Group operates have been challenging over the last few years and during 2020 the
COVID-19 pandemic has led to a reduction in demand for services across the Group. Furthermore, the IGL Group
continues to pursue the satisfactory close out of legacy liabilities and contracts related to the businesses from which the
Group has exited (primarily certain construction markets and Energy from Waste projects) and is actively seeking to
dispose of some of its remaining businesses.

In the event the acquisition does not complete, the base case IGL forecasts indicate that without renegotiating certain
aspects of its current financing arrangements (principally to retain certain disposal proceeds that are immediately
repayable under the existing terms of these facilities, deferring interest amounts payable to its lenders and/or renegotiating
the quantum of such facilities), the IGL Group could extinguish its available facilities during the going concern
assessment period. However, in the absence of the completion of the acquisition by Mitie, the directors believe that there
are a range of reasonable alternative actions that could be explored, including entering into discussions with the IGL
Group's shareholders and lenders in respect of alternative funding plans and/or other strategic options if required. The
outcome of any discussions with the IGL Group's shareholders and lenders remains uncertain.
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Uncertainty in relation to COVID-19

Forecast models considered by management incorporate the impact of COVID-19 on trading. This impact was based on
two scenarios: a case where an initial COVID-19 mandated lockdown lasted for ¢.3 months during 2020 and a more
pessimistic case where a second, more severe lockdown occurs in late 2020 / early 2021 (considered to be the 'reasonable
worst case'). The consequential impacts to the stand alone business and enlarged group included, inter alia, expected
customer service reductions or project delays reducing monthly revenue for the stand alone business by up to 35%
(depending on customer segment) at peak effect, potential increased challenges with customer receipts (of up to 5 debtor
days, depending on customer segment), acceleration of supplier payments and the level of UK Government support
available through formal schemes such as the Coronavirus Job Retention Scheme.

Interserve Environmental Services Limited, and the Support Services Division of which it is a part, has proven resilient in
the face of the COVID-19 pandemic. Overall the Division has continued to generate profit and cash during the period,
albeit at a reduced level, with COVID-19 estimated to have been responsible for a ¢.9% revenue decrease during the first
lock-down period. The business has worked closely with its customers to maintain critical services and has benefited
from the use of the Coronavirus Job Retention Scheme to maintain its employment levels.

Whilst the experience of the initial phase of the COVID-19 pandemic suggests that the forecast reasonable worst case may
be more severe than recent trading experience in the first phase lockdown, the directors consider that the limited duration
of the pandemic to date does give rise to a level of uncertainty over the impact to the business arising from a potential
second wave lockdown and associated recession, together with an uncertainty over the level of Government support
available in future. This may lead to further impact on cash generation, working capital and therefore covenant headroom
and liquidity, should plausible further downside risks occur as a result of the economic impact of COVID-19 on the sector
as a whole. In addition, directors’ ability (in their role as subsidiary directors within an enlarged group) to foresee,
influence or take appropriate mitigating actions that may be necessary in the future at an enlarged group level are likely to
be more limited than they currently are as part of the IGL Group. '

Material uncertainty over going concern

The directors have considered the various risks and uncertainties mentioned above and have concluded that collectively
they represent a material uncertainty which may cast significant doubt upon Interserve Environmental Services Limited's
ability to continue as a going concern.

Nevertheless, after considering the current trading performance of the Company during the initial COVID-19 lockdown
period, the forecast trading performance of the Company if, as expected, the transaction with Mitie concludes, and the
forecast trading within the IGL group if it does not, the directors have a reasonable expectation that Interserve
Environmental Services Limited has adequate resources to continue for the foreseeable future. For this reason, they
continue to adopt the going concern basis in preparing these financial statements. Accordingly, these financial statements
do not include any adjustments that would result if Interserve Environmental Services Limited was unable to continue as
a going concern.

Page 6



. DocuSign Envelope ID: 6D57E6AA-20AF-4631-8B06-7285366FCE41

Interserve Environmental Services
Limited (Registered number: 03306668)

Strategic Report
for the Year Ended 31 December 2019

GOING CONCERN

The financial statements have been prepared on a going concern basis, which assumes that the Company will be able to
meet its liabilities as they fall due in the 22 month period to 31 December 2021 ("the going concern review period").
Based on current forecasts and taking into account existing cash and debt facilities of Interserve Group Limited and its
subsidiary undertakings (together "the Group"), the Directors expect the Company to have sufficient liquidity to meet its
funding requirements during the going concern review period.

The Directors have carefully considered factors which may affect the Company's and the Group's future performance and
financial position in the context of their available resources. Specifically:

- The markets in which the Group operates have been challenging over the last few years, although these markets are now
showing signs of recovery.

- The satisfactory close out of legacy liabilities and contracts related to the businesses from which the Group has exited
(primarily certain construction markets and Energy from Waste).

- Following the Group's deleveraging in March 2019, the Group's lenders became the Group's shareholders. The new
shareholders are not natural long-term owners and consequently the Group has commenced a strategic review which may
result in the disposal of certain parts of the business. While no decisions have been made, it is possible that within the
going concern review period disposals are concluded. The impact and materiality on the remainder of the Group of any
such disposals and the requirement to repay debt or retire debt facilities with the majority of any disposal proceeds, cannot
be accurately assessed at this stage. However, the directors would, in accordance with their statutory duties, naturally
engage with other companies within the Group (including Interserve Group Limited) in order to ensure that the remaining
Group continued to have access to sufficient financial resources.

- The going concern review period of 22 months is longer than typically considered by private companies. The longer
the period under review the more judgmental the forecast and the higher the uncertainties inherent within it.

The Directors have considered the above uncertainties and have concluded that, whilst individually they are not material,
collectively they represent a material uncertainty which may cast significant doubt on the Group's and the Company's
ability to continue as a going concern.

The Directors have concluded that, after due consideration, there is a reasonable expectation that the Company has
adequate resources to continue for the foreseeable future. For this reason, they continue to adopt the going concern basis

in preparing these financial statements.

These financial statements do not include the adjustments that would result if the Group or the Company were unable to
continue as a going concern.
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EMPLOYEE INVOLVEMENT AND DISABLED PERSONS .
Within the bounds of commercial confidentiality management disseminates information to all levels of staff about matters
that affect progress of the company and are of interest and concern to them as employees.

A group newsletter is also distributed at regular intervals to all employees which includes articles about the company's
activities and its performance.

The company has an established policy that disabled persons, especially should they become disabled in the course of
their employment with the company, are employed where circumstances permit. The company endeavours to ensure that
disabled employees benefit from training and career development programmes in common with other employees.

ON BEHALF OF THE BOARD:

PeCr

P Clark - Director

28 September 2020
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Interserve Environmental Services
Limited (Registered number: 03306668)

Report of the Directors
for the Year Ended 31 December 2019

The directors present their report with the financial statements of the company for the year ended 31 December 2019.

PRINCIPAL ACTIVITY
The principal activity of the company in the year under review was that of surveying, record management and removal of
asbestos materials.

Certain requirements of the Strategic Report, including the principal risks and uncertainties of the company and the post
balance sheet events are not included within the Report of the Directors as they are shown in the Strategic Report on pages
2-8.

DIVIDENDS
No dividends were paid during the year (2018: £nil). No final dividend was proposed (2018: £nil).

DIRECTORS
The directors who have held office during the period from 1 January 2019 to the date of this report are as follows:

C Ling - resigned 28 February 2019
AP Bell - resigned 31 August 2019

P Clark - appointed 15 February 2019
L Mawdsley - appointed 7 March 2019
S Johnston - appointed 22 July 2019

STATEMENT OF DIRECTORS' RESPONSIBILITIES
The directors are responsible for preparing the Strategic Report, the Report of the Directors 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
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law) including FRS 101 Reduced Disclosure
Framework. Under company law the directors must not approve the financial statements 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 these financial statements, the directors are required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and accounting estimates that are reasonable and prudent;

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

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible for
safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of fraud and
other irregularities.
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STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITOR
The directors confirm that:

(1) so far as each director is aware, there is no relevant audit information of which the company's auditor is unaware;
and

(2) the directors have taken all the steps that they ought to have taken as directors in order to make themselves aware of
any relevant information and to establish that the company's auditor is aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the Companies Act
2006.

The directors are responsible for preparing the annual report in accordance with applicable law and regulations.

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.

AUDITORS

The auditors, Grant Thornton UK LLP, were re-appointed following the Annual General Meeting to conduct the audit for
the period ending 31 December 2019.

However, depending upon the outcome of the proposed sale of the entity to the Mitie Group plc, which is anticipated to
take place before the end of 2020, Grant Thornton UK LLP may not be the auditor for the period ending 31 December
2020.

ON BEHALF OF THE BOARD:

peCe

P Clark - Director

28 September 2020
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Independent Auditors' Report to the Members of
Interserve Environmental Services

Limited

Opinion

We have audited the financial statements of Interserve Environmental Services Limited (the 'company') for the year ended
31 December 2019 which comprise the Statement of Total Comprehensive Income, Balance Sheet, Statement of Changes
in Equity and Notes to the Financial Statements, including a summary of significant accounting policies. The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards, including Financial Reporting Standard 101 'Reduced Disclosure Framework' (United Kingdom Generally
Accepted Accounting Practice).

In our opinion the financial statements:

- give a true and fair view of the state of the company's affairs as at 31 December 2019 and of its profit for the year then
ended;

- 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.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law.
Our responsibilities under those standards are further described in the Auditors' responsibilities for the audit of the
financial statements section of our report. We are independent of the company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC's Ethical Standard, and
we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

The impact of uncertainties arising from the UK exiting the European Union on our audit

Our audit of the financial statements requires us to obtain an understanding of all relevant uncertainties, including those
arising as a consequence of the effects of Brexit. All audits assess and challenge the reasonableness of estimates made by
the directors and the related disclosures and the appropriateness of the going concern basis of preparation of the financial
statements. All of these depend on assessments of the future economic environment and the company’s future prospects
and performance.

Brexit is one of the most significant economic events for the UK, and at the date of this report its effects are subject to
unprecedented levels of uncertainty, with the full range of possible outcomes and their impacts unknown. We applied a
standardised firm-wide approach in response to these uncertainties when assessing the company’s future prospects and
performance. However, no audit should be expected to predict the unknowable factors or all possible future implications
for a company associated with a course of action such as Brexit.

Material uncertainty related to going concern

We draw attention to note 2 in the financial statements, which sets out the basis for the directors’ assessment of the going
concern basis of preparation. In preparing their assessment and the forecasts that underpin it, the directors’ have
considered the events and conditions in the forecast period to December 2021, including the conditional nature of the
anticipated sale of the entity (and other subsidiaries of the IGL group) to Mitie Group plc after the date of these financial
statements, and the potential negative impact to future trade, covenant headroom and liquidity of the COVID-19
pandemic and the macroeconomic circumstances it has created. These events and conditions, along with the other
matters as set forth in note 2, indicate that a material uncertainty exists that may cast significant doubt on the company’s
ability to continue as a going concern. Our opinion is not modified in respect of this matter.

Other information

The directors are responsible for the other information. The other information comprises the information included in the
annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial statements
does not cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or
apparent material misstatements, we are required to determine whether there is a material misstatement in the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.
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Independent Auditors' Report to the Members of
Interserve Environmental Services
Limited

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

- the information given in the Strategic Report and the Report of the Directors for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

- the Strategic Report and the Report of the Directors have been prepared in accordance with applicable legal
requirements.

Matter on which we are required to report under the Companies Act 2006
In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
we have not identified material misstatements in the Strategic Report or the Report of the Directors.

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires us to
report to you if, in our opinion:

- 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 in agreement with the accounting records and returns; or

- certain disclosures of directors' remuneration specified by law are not made; or

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

Responsibilities of directors

As explained more fully in the Statement of Directors' Responsibilities set out on page 9, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such internal
control as the directors determine necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
sO.

Auditors' responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an Auditors' Report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council's website at www.frc.org.uk/auditorsresponsibilities. This description forms part of our Auditors' Report.

Use of our report

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.

C@t Thomben Ue. P

Jonathan Maile BSc (Hons) FCA

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Crawley

28 September 2020
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Interserve Environmental Services
Limited (Registered number: 03306668)

Statement of Total Comprehensive Income
for the Year Ended 31 December 2019

Notes
TURNOVER 3
Cost of sales
GROSS PROFIT
Administrative expenses
OPERATING PROFIT
Cost of fundamental reorg 6
Interest receivable and similar income 7
PROFIT BEFORE TAXATION 8
Tax on profit 9

PROFIT FOR THE FINANCIAL YEAR

OTHER COMPREHENSIVE INCOME

TOTAL COMPREHENSIVE INCOME
FOR THE YEAR

2019
£'000

2,997
(2,396)

601
JCD)

506

09

407

407

The notes form part of these financial statements
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2018
£000

2,225
2.054)
171
_@9)
92
_ 69
57
125
182
_ G
147

147
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Interserve Environmental Services
Limited (Registered number: 03306668)

Balance Sheet
31 December 2019

2019 2018
Notes £000 £000
FIXED ASSETS
Intangible assets 10 10 16
Tangible assets 11 - 2
10 18
CURRENT ASSETS
Debtors 12 675 615
Cash in hand 4,623 3,992
5,298 4,607
CREDITORS
Amounts falling due within one year 13 (590) 314)
NET CURRENT ASSETS 4,708 4,293
TOTAL ASSETS LESS CURRENT
LIABILITIES 4,718 4,311
CAPITAL AND RESERVES
Called up share capital 14 - -
Retained earnings 4,718 4,311
SHAREHOLDERS' FUNDS 4,718 4,311

The financial statements were approved by the Board of Directors and authorised for issue on 28 September 2020 and
were signed on its behalf by:

peCes

P Clark - Director

The notes form part of these financial statements
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Interserve Environmental Services
Limited (Registered number: 03306668)

Statement of Changes in Equity
for the Year Ended 31 December 2019

Called up

share Retained Total

capital earnings equity

£'000 £000 £000

Balance at 1 January 2018 - 4,164 4,164
Changes in equity

Total comprehensive income - 147 147

Balance at 31 December 2018 - 4311 4,311
Changes in equity

Total comprehensive income ' - 407 407

Balance at 31 December 2019 - 4,718 4,718

The notes form part of these financial statements
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Interserve Environmental Services

Limited (Registered number: 03306668)

Notes to the Financial Statements

for the Year Ended 31 December 2019

L.

STATUTORY INFORMATION

Interserve Environmental Services Limited is a private company, limited by shares, registered in England and
Wales. The company's registered number and registered office address can be found on the Company Information

page.
The presentation currency of the financial statements is the Pound Sterling (£).

ACCOUNTING POLICIES

Basis of preparation

Interserve Environmental Services Limited is a company incorporated in the United Kingdom under the
Companies Act. The address of the registered office is given on page 1. The nature of the company's operation
and its principal activities are set out in the strategic report on pages 2 to 8.

These financial statements were prepared in accordance with FRS 101 (Financial Reporting Standard 101)
'Reduced Disclosure Framework' as issued by the Financial Reporting Council.

The financial statements have been prepared on the historical cost basis.

The company is exempt from the preparation of consolidated financial statements, because it is included in the
group accounts of Interserve Group Limited. Details of the parent whose consolidated financial statements the
company is included are shown in note 18 to the financial statements.

As permitted by FRS 101, the company has taken advantage of the disclosure exemptions available under that
standard in relation to business combinations, share based payment, non-current assets held for sale, financial
instruments, capital measurement, presentation of comparative information in respect of certain assets,
presentation of a cashflow statement, standards not yet effective, impairment of assets and related party
transactions.

The company has taken advantage of the following disclosure exemptions in preparing these financial statements,
as permitted by FRS 101 "Reduced Disclosure Framework":

« the requirements of paragraph 52, the second sentence of paragraph 89, and paragraphs 90, 91 and 93 of IFRS
16 Leases;
the requirements of paragraph 58 of IFRS 16;

« the requirements of IAS 7 Statement of Cash Flows.

Going concern

The financial statements have been prepared on a going concern basis, which assumes that Interserve
Environmental Services Limited will be able to meet its liabilities as they fall due in the period to 31 December
2021 ("the going concern review period”). At the date of approval of these financial statements, Interserve
Environmental Services Limited is a wholly owned subsidiary of Interserve Group Limited ("IGL"), however it is
anticipated that before the end of 2020 Interserve Environmental Services Limited will be acquired by Mitie
Group plc ("Mitie").

Forecast models used

Accordingly, in order to assess the appropriateness of the going concern basis of preparation the directors have
assessed the cash flow forecasts of Interserve Environmental Services Limited on the basis that the acquisition by
Mitie proceeds and the company will form part of the enlarged group through to the end of the going concern
review period.

Page 16 continued...
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Interserve Environmental Services

Limited (Registered number: 03306668)

Notes to the Financial Statements - continued

for the Year Ended 31 December 2019

2.

ACCOUNTING POLICIES - continued

Because the acquisition is not yet completed, the directors have also assessed the cash flow forecasts of Interserve
Environmental Services Limited on the basis that the acquisition does not proceed and the company remains part
of the IGL group for the forecast period.

In performing their assessment the directors considered the principal risks and uncertainties set out within this
Strategic Report. The directors' assessment included review of cash flow forecast models which were based on
reasonable expectations of future performance and also reasonable worst case scenarios, together with a reverse
stress test in the context of the COVID-19 pandemic.

Uncertainty in relation to acquisition by Mitie

The successful acquisition of Interserve Environmental Services Limited is dependent upon certain specific
conditions, including Mitie shareholder and regulatory approvals which have not yet been satisfied and are outside
of the control of Interserve Environmental Services Limited. Should, for any reason, the acquisition not proceed,
Interserve Environmental Services Limited would remain as a subsidiary of IGL and be a guarantor in respect of
and reliant upon the existing financing facilities available to the IGL Group. The directors have carefully
considered factors which may affect the company's and the IGL Group's future performance and financial position
in the context of their available financial resources by reviewing projected cash flow forecasts throughout the
going concern review period to 31 December 2021, including downside scenarios and mitigating actions
potentially available to IGL.

The markets in which the IGL Group operates have been challenging over the last few years and during 2020 the
COVID-19 pandemic has led to a reduction in demand for services across the Group. Furthermore, the IGL Group
continues to pursue the satisfactory close out of legacy liabilities and contracts related to the businesses from
which the Group has exited (primarily certain construction markets and Energy from Waste projects) and is
actively seeking to dispose of some of its remaining businesses.

In the event the acquisition does not complete, the base case IGL forecasts indicate that without renegotiating
certain aspects of its current financing arrangements (principally to retain certain disposal proceeds that are
immediately repayable under the existing terms of these facilities, deferring interest amounts payable to its lenders
and/or renegotiating the quantum of such facilities), the IGL Group could extinguish its available facilities during
the going concern assessment period. However, in the absence of the completion of the acquisition by Mitie, the
directors believe that there are a range of reasonable alternative actions that could be explored, including entering
into discussions with the IGL Group's shareholders and lenders in respect of alternative funding plans and/or other
strategic options if required. The outcome of any discussions with the IGL Group's shareholders and lenders
remains uncertain.

Uncertainty in relation to COVID-19

Forecast models considered by management incorporate the impact of COVID-19 on trading. This impact was
based on two scenarios: a case where an initial COVID-19 mandated lockdown lasted for ¢.3 months during 2020
and a more pessimistic case where a second, more severe lockdown occurs in late 2020 / early 2021 (considered to
be the 'reasonable worst case'). The consequential impacts to the stand alone business and enlarged group
included, inter alia, expected customer service reductions or project delays reducing monthly revenue for the stand
alone business by up to 35% (depending on customer segment) at peak effect, potential increased challenges with
customer receipts (of up to 5 debtor days, depending on customer segment), acceleration of supplier payments and
the level of UK Government support available through formal schemes such as the Coronavirus Job Retention
Scheme.

Interserve Environmental Services Limited, and the Support Services Division of which it is a part, has proven
resilient in the face of the COVID-19 pandemic. Overall the Division has continued to generate profit and cash
during the period, albeit at a reduced level, with COVID-19 estimated to have been responsible for a ¢.9% revenue
decrease during the first lock-down period. The business has worked closely with its customers to maintain
critical services and has benefited from the use of the Coronavirus Job Retention Scheme to maintain its
employment levels.

Page 17 continued...
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Interserve Environmental Services
Limited (Registered number: 03306668)

Notes to the Financial Statements - continued
for the Year Ended 31 December 2019

2. ACCOUNTING POLICIES - continued

Whilst the experience of the initial phase of the COVID-19 pandemic suggests that the forecast reasonable worst
case may be more severe than recent trading experience in the first phase lockdown, the directors consider that the
limited duration of the pandemic to date does give rise to a level of uncertainty over the impact to the business
arising from a potential second wave lockdown and associated recession, together with an uncertainty over the
level of Government support available in future. This may lead to further impact on cash generation, working
capital and therefore covenant headroom and liquidity, should plausible further downside risks occur as a result of
the economic impact of COVID-19 on the sector as a whole. In addition, directors’ ability (in their role as
subsidiary directors within an enlarged group) to foresee, influence or take appropriate mitigating actions that may
be necessary in the future at an enlarged group level are likely to be more limited than they currently are as part of
the IGL Group.

Material uncertainty over going concern

The directors have considered the various risks and uncertainties mentioned above and have concluded that
collectively they represent a material uncertainty which may cast significant doubt upon Interserve Environmental
Services Limited's ability to continue as a going concern.

Nevertheless, after considering the current trading performance of the Company during the initial COVID-19
lockdown period, the forecast trading performance of the Company if, as expected, the transaction with Mitie
concludes, and the forecast trading within the IGL group if it does not, the directors have a reasonable expectation
that Interserve Environmental Services Limited has adequate resources to continue for the foreseeable future.
For this reason, they continue to adopt the going concern basis in preparing these financial statements.
Accordingly, these financial statements do not include any adjustments that would result if Interserve
Environmental Services Limited was unable to continue as a going concern.

Critical accounting judgements and key sources of estimation uncertainty

In the preparation of the financial statements, management make certain judgements and estimates that impact the
financial statements. While these judgements are continually reviewed the facts and circumstances underlying
these judgements may change resulting in a change to the estimates that could impact the results of the company.
Both critical accounting judgements and the key sources of estimation uncertainty are discussed in more detail
below:

Critical accounting judgements
In the preparation of the financial statements, whilst management make certain judgements, there are no critical
accounting judgements contained within these accounts.

Key sources of estimation uncertainty

In the preparation of the financial statements, management makes estimates that impact the financial statements.
While these estimates are continually reviewed the facts and circumstances underlying these estimates may
change resulting in a change that could impact the results of the company. In particular:

Revenue and margin recognition

Estimates are made on an ongoing basis with regard to the recoverability of amounts due, liabilities arising and the
requirement for forward loss provisions. Regular forecasts are compiled on the outcomes of these types of
contracts, which require assessments and estimation relating to the recovery of pre-contract costs, changes in work
scopes, contract programmes and maintenance liabilities.

Carrying value of trade and other receivables

Allowance for doubtful debt and provisions against other receivables and the carrying value of accrued income,
are made using the ECL model brought in with the advent of IFRS 9.

Page 18 continued...
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Interserve Environmental Services

Limited (Registered number: 03306668)

Notes to the Financial Statements - continued

for the Year Ended 31 December 2019

2.

ACCOUNTING POLICIES - continued

Changes in significant accounting policies

IFRS 16 Leases replaces IAS 17 Leases along with three Interpretations (IFRIC 4 Determining whether an
Arrangement contains a Lease, SIC 15 Operating Leases-Incentives and SIC 27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease).

The adoption of this new Standard would have resulted in the company recognising a right-of-use asset and related
lease liability in connection with all former operating leases except for those identified as low-value or having a
remaining lease term of less than 12 months from the date of initial application.

For contracts in place at the date of initial application, the company would have elected to apply the definition of a
lease from IAS 17 and IFRIC 4 and would not have applied IFRS 16 to arrangements that were previously not
identified as a lease under IAS 17 and IFRIC 4.

At this date, the company would have also elected to measure the right-of-use assets at an amount equal to the
lease liability adjusted for any prepaid or accrued lease payments that existed at the date of transition.

Instead of performing an impairment review on the right-of-use assets at the date of initial application, the
company would have relied on its historic assessment as to whether leases were onerous immediately before the
date of initial application of IFRS 16.

For those leases previously classified as finance leases, the right-of-use asset and lease liability are measured at the
date of initial application at the same amounts as under IAS 17 immediately before the date of initial application.

There was no impact as a result of transition to IFRS16 in the Companies accounts of the year ended 31 December
2019.

Turnover
Turnover represents sales to United Kingdom customers, excluding value added tax, and all arises from the
principal activities of the company. Turnover is recognised on completion of the contracted services.

Contract accrued income is stated at cost plus attributable profit less provision for any known or anticipated losses
and payments on account received or receivable. Payments received on account in excess of the value of work
done on each contract are included in creditors.

Computer software amortisation

Amortisation is provided on all intangible assets other than goodwill, at rates calculated to write off the cost or
valuation, less estimated residual value, of each asset on a straight-line basis over its expected useful life, as
follows;

Asset category % per annum
Computer software 20%-33%

Residual value is calculated on prices prevailing at the date of acquisition or revaluation. Useful lives and
residual values are reviewed at the end of every reporting period.

Page 19 continued...
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Interserve Environmental Services

Limited (Registered number: 03306668)

Notes to the Financial Statements - continued

for the Year Ended 31 December 2019

2.

ACCOUNTING POLICIES - continued

Tangible fixed assets

Depreciation is provided on all tangible fixed assets other than freehold land, at rates calculated to write off the
cost or valuation, less estimated residual value, of each asset on a straight-line basis over its expected useful life, as
follows;

Asset category % per annum
Plant and machinery 12.5%
Computer equipment 20%

Residual value is calculated on prices prevailing at the date of acquisition or revaluation. Useful lives and
residual values are reviewed at the end of every reporting period.

Impairment of tangible and intangible assets

At each balance sheet date, the company reviews the carrying amounts of its tangible and intangibles 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 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 company estimates
the recoverable amount of the cash-generating unit to which the asset belongs. An intangible asset with an
indefinite useful life is tested for impairment annually and whenever there is an indication that the asset may be
impaired. .

Recoverable amount is the higher of fair value less costs to sell and 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 immediately in profit and loss, unless the relevant asset is carried at a revalued amount, in which
case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the
asset (or cash-generating) unit in prior years. A reversal of an impairment loss is recognised immediately in
profit and loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the
impairment loss is treated as a revaluation increase.

Page 20 continued...
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Interserve Environmental Services

Limited (Registered number: 03306668)

Notes to the Financial Statements - continued

for the Year Ended 31 December 2019

2.

ACCOUNTING POLICIES - continued

Taxation

Current tax, including UK corporation tax, is provided at amounts expected to be paid (or recovered) using the tax
rates and laws that have been enacted or substantively enacted by the balance sheet date. The tax currently
payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the statement
of total comprehensive income 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.

Deferred tax is the tax expected to be payable or recoverable 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 recognised to the extent that it is
probable that taxable profits will be available against which the deductible temporary differences can be utilised.
Such assets and liabilities are not recognised if the temporary differences arise from the initial recognition of
goodwill or from the initial recognition (other than in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit.

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 is calculated at the tax rates that are expected to apply in the period when the liability is settled or the
asset is realised based on tax laws and rates that have been enacted or substantively enacted at the balance sheet
date.

Deferred tax is charged or credited in the statement of total comprehensive income, except when it relates to items
charged or credited in other comprehensive income, in which case the deferred tax is also dealt with in other
comprehensive income.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the
manner in which the company expects, at the end of the reporting period, 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
company intends to settle its current tax assets and liabilities on a net basis.

Page 21 continued...
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Interserve Environmental Services

Limited (Registered number: 03306668)

Notes to the Financial Statements - continued

for the Year Ended 31 December 2019

2.

ACCOUNTING POLICIES - continued

Financial instruments

The risk regarding all material foreign currency trading exposures in 2018 was managed by Interserve Plc, and
subsequently as of 15 March 2019, Interserve Group Limited. Both evaluate the total group position and offset
any exposure as part of the Group banking facilities.

Trade Receivables
Trade receivables are initially measured at fair value, and subsequently at their amortised cost as reduced by
appropriate allowances for estimated irrecoverable amounts.

Impairment of financial assets

IFRS 9 impairment requires the use of more forward looking information to evaluate expected credit losses. The
new standards expected credit loss model (ECL) replaces IAS 39's incurred loss model. Instruments within the
scope of IFRS 9 included loans measured at amortised cost, trade receivables and contract assets recognised and
measured under IFRS 15.

Recognition of credit losses is no longer reliant on the group first identifying a credit loss event but instead the
group considers a wider range of information when assessing credit risk and measuring expected credit losses.
This information includes past events, current conditions and reasonable forecasts in respect of the collectability
of future cash flows of the instruments.

Borrowings
Company borrowings are principally denominated in sterling, these borrowings are on floating rates.

Fixed asset investments
Fixed asset investments, including investments in subsidiaries and associates, are shown at cost less provision for
impairment. Current asset investments are stated at the lower of cost and net realisable value.

Long term contracts

Long term contracts are assessed on a contract by contract basis and reflected in the statement of total
comprehensive income by recording turnover and related costs as contract activity progresses. Turnover is
ascertained in a manner appropriate to the stage of completion of the contract, and credit taken for profit earned to
date when the outcome of the contract can be assessed with reasonable certainty.

Pensions

The company participates in the Interserve Pension Scheme. This is a defined benefit multi employer scheme,
the assets and liabilities of which are held independently from the group. The company is unable to identify its
share of the underlying assets and liabilities of the scheme and accordingly accounts for the scheme as if it were a
defined contribution scheme.

For the defined contribution scheme the amount charged to the statement of total comprehensive income in respect
of pension costs and other post retirement benefits is the contribution payable in the year. Differences between
contributions payable in the year and contributions actually paid are shown as either accruals or prepayments in
the balance sheet.

Page 22 continued...
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Interserve Environmental Services

Limited (Registered number: 03306668)

Notes to the Financial Statements’- continued

for the Year Ended 31 December 2019

2.

ACCOUNTING POLICIES - continued

Provisions and contingent liabilities

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past
event, it is probable that the Company will be required to settle the obligation and a reliable estimate can be made
of the amount of the obligation. Where the Company expects some or all of a provision to be reimbursed, the
reimbursement is recognised as a separate asset but only when the reimbursement is virtually certain. The expense
relating to any provision is presented in the statement of total comprehensive income net of any reimbursement. If
the effect of the time value of money is material, provisions are discounted using an appropriate rate that takes into
account the risks specific to the liability. Where discounting is used, the increase in the provision due to the
passage of time is recognised as a finance cost.

Contingent liabilities are disclosed in the notes to the financial statements in respect of guarantees given to the
Company's subsidiaries, associated undertakings, joint ventures and pension scheme. Due to the nature of the
guarantees it would be difficult to reliably measure the Company's potential obligation and the Company
considers it unlikely that there will be requirement to make a financial settlement as a result of these guarantees.

Share based payments

As of 15 March 2019, when Interserve Plc was placed into administration, the new parent company, Interserve
Group Limited, which is no longer a Public Limited Company (Plc) had no shares in which to issue and therefore,
would no longer issue equity share based payments in the future.

TURNOVER

The turnover and profit before taxation are attributable to the one principal activity of the company.

An analysis of turnover by geographical market is given below:

2019 2018
£'000 £000
United Kingdom 2,997 2,225
2,997 2,225
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Interserve Environmental Services
Limited (Registered number: 03306668)

Notes to the Financial Statements - continued
for the Year Ended 31 December 2019

4. EMPLOYEES AND DIRECTORS
Employees

Staff costs during the year (including directors):

2019 2018
£'000 £'000
Wages and salaries 997 904
Social security costs 106 99
Pension costs 81 72
1,184 1,075
2019 2018

The average number of employees during the year (including
directors) was: Number Number
Production staff 19 17
Administration staff 10 9
29 26

5. DIRECTORS' EMOLUMENTS
During the year Messrs C Ling, J Flanagan and A Bell were remunerated for their services to the group by
Interservefm Limited. It is not considered practicable to allocate their remuneration between the companies of

which they are a director.

6. EXCEPTIONAL ITEMS

2019 2018
£'000 £000
Cost of fundamental reorg - (35)

The exceptional costs relate to setting up and mobilising employees to the new centralised office in Birmingham.

7. INTEREST RECEIVABLE AND SIMILAR INCOME

2019 2018
£'000 £'000
Group interest income - 125
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Interserve Environmental Services
Limited (Registered number: 03306668)

Notes to the Financial Statements - continued
for the Year Ended 31 December 2019

8. PROFIT BEFORE TAXATION

Operating profit on ordinary activities before taxation is stated after charging:

Depreciation on owned assets
Operating lease rentals:
- Land and buildings
- Other *
Hire of plant and machinery
Other hire
Remuneration payable to auditor:
- Fees payable to the company's auditor for the annual audit of the
company's accounts **
- Fees payable to the company's auditor for other services

2019
£000

42
117
90
12

2018
£'000

56
88
78

* The operating lease costs shown in the statement of total comprehensive income are based on the usage of the
asset by the company in the year. The lease commitment for future years is disclosed in the accounts of the

leasing entity as it is responsible for meeting this commitment.

** Audit fees of £846 have been borne by Interservefm Limited for 2019 (2018: £568).

9. TAXATION

Analysis of tax expense

Current tax:

Corporation Tax

Prior year Tax Adjustment
Total current tax

Deferred tax:

Deferred tax - current year

Deferred tax - prior period adjustment

Total deferred tax

Total tax expense in statement of total comprehensive income

Page 25
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£000

97
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2018
£000

41
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Interserve Environmental Services
Limited (Registered number: 03306668)

Notes to the Financial S{atements - continued
for the Year Ended 31 December 2019

9. TAXATION - continued

Factors affecting the tax expense
The tax assessed for the year is higher than the standard rate of corporation tax in the UK. The difference is
explained below:

2019 2018
£'000 £'000
Profit before income tax 506 182
Profit multiplied by the standard rate of corporation tax in the UK of 19%
(2018 - 19%) 96 35
Effects of:
not taxable for tax purposes
deduction
Adjustment in respect of previous periods 3 -
Tax expense 99 35
10. INTANGIBLE FIXED ASSETS
Computer
software
£'000
COST
At 1 January 2019
and 31 December 2019 28
AMORTISATION
At 1 January 2019 12
Amortisation for year 6
At 31 December 2019 18
NET BOOK VALUE
At 31 December 2019 10
At 31 December 2018 16
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Interserve Environmental Services

Limited (Registered number: 03306668)

Notes to the Financial Statements - continued

for the Year Ended 31 December 2019

11.

12.

TANGIBLE FIXED ASSETS
Plant and Computer
machinery equipment
£000 £'000
COST
At 1 January 2019
and 31 December 2019 82 59
DEPRECIATION
At 1 January 2019 82 57
Charge for year - 2
At 31 December 2019 82 59
NET BOOK VALUE
At 31 December 2019 - -
At 31 December 2018 - 2
DEBTORS
2019
£000
Amounts falling due within one year:
Trade debtors 33
Other debtors -
Intra Group trade balances 504
Deferred tax asset 9
Prepayments and accrued income 127
673
Amounts falling due after more than one year:
Trade debtors 2
Aggregate amounts 675

Amounts due from group undertakings are unsecured, interest free and repayable on demand.

balances are amounts arising from the company trading with other entities within the group.

At 1 January 2019
Charge to the statement of total comprehensive
Credit to the statement of total comprehensive income in respect of previous periods

At 31 December 2019

Totals
£000

141

139
2

141

“I\) " 1

2018
£000

81

454

=
W Pt
~—

Intra group trade

Deferred Tax
£000

17
1

S )
9

The deferred tax asset represents unclaimed capital allowances. The directors expect that these capital allowances

will be utilised in future periods.
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Interserve Environmental Services
Limited (Registered number: 03306668)

Notes to the Financial Statements - continued
for the Year Ended 31 December 2019

13.  CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

2019 2018

£000 £000

Trade creditors 34 35
Corporation tax 1 25
Social security and other taxes 27 18
Other creditors 1 10
Intra group trade balances 270 115
Accrued expenses 257 111
590 314

Amounts due to group undertakings are unsecured, interest free and repayable on demand. Intra group trade
balances are amounts arising from the company trading with other entities within the group.

14, CALLED UP SHARE CAPITAL

2019 2018
£s £s

Called up, allotted and fully paid:
1 ordinary share of £1 (2018: £1) 1 1

15. CONTINGENT LIABILITIES
At 31 December 2019 there were contingent liabilities in respect of guarantees given in the ordinary course of
business. The company has given guarantees covering banking facilities made available to its ultimate parent
and fellow subsidiary undertakings. At 31 December 2019 these amounted to £323,811k (2018: £1,040k).

16. RELATED PARTY DISCLOSURES
The Company has taken advantage of the exemption under FRS 101 paragraph 8(k) and not disclosed transactions

with group undertakings as it was a wholly owned subsidiary of Interserve Group Limited as at 31 December
2019.
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17.

18.

POST BALANCE SHEET EVENTS

On 30 January 2020 the World Health Organisation declared the outbreak of coronavirus (COVID-19) a pandemic
resulting in the governments of many countries, states and cities taking preventative and protective actions such as
imposing restrictions on travel and business operations and advising or requiring individuals to stay at home or
quarantine in cases where people have been exposed to the virus.

In an effort to mitigate the impacts of COVID-19, the company has implemented business continuity plans with
only key front line staff working in its offices and at client contract locations and as far as possible the remainder
of its staff working from home which has meant that there has been limited impact on service delivery and
operations.

The company has undertaken a detailed review of the potential impacts of COVID-19 and continues to monitor
future developments closely. At the date of this report the impact of COVID-19 has predominantly been
short-term reductions in revenue as a result of customer site closures, reductions in services and delays to the
commissioning of project work, both in the public and private sector, partially offset by additional services
requested in sectors such as health and some central government customers.

The company has concluded that the coronavirus pandemic is a non-adjusting post balance sheet event in
accordance with the guidance set out in IAS 10 - Events After the Reporting date, as the significant changes in
business activities and economic conditions occurred as a result of events arising after the 31 December 2019
reporting date.

The Interserve Group experienced a cyber incident on 2 May 2020 which had a significant impact on a number of
the company's operating IT systems. On becoming aware of the cyber-attack, the company's crisis response was
immediately launched and its business continuity plans were implemented. There has been no material impact on
the provision of services to the company's customers. As of 24 August, the remediation work carried out across the
Group has been completed such that the company believes that there is no residual threat to the group remaining as
a result of this incident.

The Interserve Group is conducting a comprehensive investigation into the attack and its remediation measures are
ongoing, progressing well and in line with expectations. This main investigation concluded on 7 September as per
plan. The investigation has identified no evidence of data exfiltration having taken place.

The Interserve Group complied with all its notification obligations under applicable data privacy law, including to
the Information Commissioners Office (ICO) and is co-operating fully with the ICO's investigation. The
Interserve Group understands that the ICO has indicated that it may take regulatory proceedings, which may
ultimately lead to a monetary penalty and/or enforcement action, the results of which cannot currently be foreseen
or estimated reliably.

On 25 June 2020, Mitie Group plc announced the proposed merger with Interserve Support Services for a
combined consideration of £271 million comprising £120 million in cash and a 23.4% shareholding in the Mitie
Group. Completion of the transaction is subject to certain conditions precedent including approval by the
Competition and Markets Authority and the Pensions Regulator but is expected to complete by the end of this
year.

ULTIMATE CONTROLLING PARTY

The company's immediate parent company is Interserve Specialist Services (Holdings) Limited.

As at 31 December 2019, Interserve Group Limited, a company registered in England and Wales was the company
regarded by the directors as the ultimate parent company and controlling party and was the smallest and largest

group for which group financial statements were prepared. A copy of the financial statements of Interserve
Group Limited can be obtained via the Interserve website at www.interserve.com.
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19.

EMPLOYEE BENEFIT OBLIGATIONS

The Company contributes to a defined benefit pension scheme in the UK, the Interserve Pension Scheme, where
benefits are generally related to service and final salary. The Interserve Pension Scheme comprises two
segregated sections (referred to as the Interserve and Landmarc sections), with assets and liabilities ring-fenced.
The Company is only associated with the Interserve section, which has multiple participating Interserve Group
employers, and has contributed 0% of total contributions in the year (2018: 0%). If one employer in the
Interserve section undergoes insolvency proceedings, the remaining employers will be liable to meet any
underfunding in the usual way under the Pensions Act 2004 statutory funding regime and employer debt
legislation.

The Company operates a defined contribution plan for new hires, with membership of the defined benefit
arrangements only permitted when specific contract terms require defined benefit provision. Contributions to the
defined contribution arrangements are in addition to those set out below and are charged directly to profit and loss.

The Interserve pension scheme has been valued for the ‘purposes of IAS 19 Employee benefits. The pension
scheme valuation information has been updated by Lane Clark & Peacock LLP, qualified independent actuaries,
to take account of the requirements of IAS 19 in order to assess the liabilities of the scheme as at 31 December
2019.

However, the Company has been unable to identify its share of the underlying assets and liabilities in the main
group scheme on a consistent and reasonable basis. Therefore, the Company is accounting for contributions to the
Scheme as if it were a defined contribution scheme.

The current funding target for the Group's defined benefit scheme is to maintain assets equal to the value of the
accrued benefits based on projected salaries (where relevant). The regulatory framework in the UK requires the
Trustees and Group to agree upon the assumptions underlying the funding target, and then to agree upon the
necessary contributions required to recover any deficit at the valuation date. There is a risk to the Group that
adverse experience could lead to a requirement for the Company to make considerable contributions to recover
any deficit.

The Interserve pension scheme has a net pension surplus of £102.3m (2018: Surplus of £93.9m). The aggregate
pension cost incurred by the company for the year for these arrangements was £81k (2018: £72k). There were no
amounts due to or from the scheme at either year end.

After 31 December 2017 a triennial actuarial valuation of the Interserve Pension Scheme was completed in 2019,
with an effective date of 31 December 2017 and the future contribution rates were agreed as part of this exercise.
Based on the resulting Schedule of Contributions currently in place, Group contributions are expected to be £20.3
million to the various defined benefit arrangements during 2020 (including deficit contributions to the Interserve
section of the Interserve Pension Scheme of £15.0 million).
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