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Spectrum Franchising Limited

Directors' report and financial statements
Year ended 31 December 201 {

Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31 December 2011

Principal activities

The principal activity of the company was that of providing accidental damage, fire and water restoration services to
the Insurance industry, loss adjustors and brokers via Rainbow International Carpet Care and Restoration Specialist
franchise network

Business review
The resuits for the year and the financial position of the company are shown n the financial statements

Whilst the directors are satisfied with the results for the year, the economic chimate and the continming focus by
customers on price and service delivery, has continued to make the market place in which we trade challenging for
both the company and its franchise partners

Network turnover for the year to 31 December 2011 was £50,354,256 — a 7 4% increase on the previous year (2070

£46,904,460) Network turnover 1s defined as the sales recorded by our franchise network, and not the turnover of
this company Operating profit increased from £1,930,546 to £2,204,915 reflecting a shghtly lower margin of 33%
compared to 35% 1 the prior year

Average personnel numbers decreased dunng the year from 82 to 76

The company exhibited at a number of commercial exhibitions during the year in the business contmuity market
Insurance specific exhibitions and presentations were also made including the NFU Mutual conference

Future developments

A new sales manager was appointed 1n Apnii 2011 bringing a wealth of experience 1n the insurance and restoration
mndustry

Dividends

The directors do not recommend the payment of a dividend (2010 £nil per share)

Directors and directors’ interests

The directors who held office duning the year and up until the date of this report were as follows

P M Else

ME S Brabin

R Sykes (appointed 12 March 2012)

B Wallage {appomted 15 October 2011}
C P Roche (resigned 30 September 2011)
H Andersen (resigned 30 November 201 1)
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Directors’ report - (continued)

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 15 no relevant audit information 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
information and to establish that the company’s auditors are aware of that information

Auditors

Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and KPMG LLP
will therefore continue 1n office

Registered office

1SS House

. Genesis Business Park
Albert Drive

P M Else Woking
Director Surrey
GL21 5RW

Dated 31 May 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 Direciors’ Report and the financial statements n 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 in 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 fair view of the state of affairs of the company and of the profit or loss of the company for that period  In
prepaning these financial statements, the directors are required to

* select suitable accounting polictes and then apply them consistently,
» make judgments and estimates that are reasonable and prudent,

+ state whether apphcable UK Accounttng Standards have been followed, subject to any matenal departures
disclosed and explained in the financial statements, and

e prepare the financial statements on the going concern basis unless 1t 1s nappropriate 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 § transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them 1o ensure that the financial statements comply with the Compames 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 trregularities




Report of the independent auditors to the members of Spectrum Franchising
Limited

We have audited the financial statements of Spectrum Franchising Limited for the year ended 31 December 2011 set
out on pages 6 to 16 The financial reporting framework that has been applied 1n their preparation 1s applicable law
and UK Accounting Standards (UK Generally Accepted Accounting Practice)}

This report 1s made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Compantes 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 a2 body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explamed more fully in the Directors’ Responsibilities 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 farr view Our
responsthility 18 to audt, and express an optnion 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 Auditing
Practices Board’s {APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the APB’s web-site at
wuww tre org ub/apb/scope/private cfm.

Opinion on financial statements
In our opinion the financial statements

* give a true and fair view of the state of the company’s affairs as at 31 December 2011 and of its profit for the
year then ended,

s have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and
+  have been prepared in accordance with the requirements of the Compamies Act 2006
Opmicn on other matter prescribed by the Companies Act 2006

In our opmion the information given in the Dircctors” Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requites us to report to
you 1f; in our optnion

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

e the finanmal statements are not tn agreement with the accounting records and returns, or
s certain disclosures of directors’ remuneration specified by law are not made, or

+ we have not recerved all the informat:on and explanations we require for our audnt

P

Matthew Buckingham (Serior Statutory Auditor)

Jor and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants 31 May 2012
St Nichoias House

Park Row

Nottingham NG 6FQ




Profit and loss account
Sor the year ended 31 December 2011

Note
Turnover 2
Cost of sales
Gross profit
Administrative expenses
Other income 20
Operating profit
Other mterest receivable and similar incotne 3
Profit on ordinary activities before taxation 4
Tax on profit on ordinary activities 3
Profit for the financial year 16

Spectrum Franchising Lonited

Drrectors’ report and financial statements
Year ended 31 December 2011

2011

6,666,382

(1,412,745)

5,253,637

(3,114,722)
66,000

2,204,915

271,510

2,476,425

(665,814)

1,810,611

2010

5,559,483

(830,829)

4,728,654

(2,798,198)

1,930,456

251,161

2,181,617

(474918)

1,706,699

—m———

In both the current and preceding year, the company made no material acquisitions and had no discontinued

operations

There were no recognised gains or losses in either the current or preceding year other than those disclosed in the
profit and loss account, and therefore no separate statement of total recognised gains and losses has been presented
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Balance sheet
as at 31 December 2011

Note 2011 2010
£ £ £ £

Fixed assets
Tangible assets 9 241,061 70,450
Current assets
Stocks 10 177,929 27,604
Debtors 11 1,501,095 1,238,508
Investments i2 5,181 5,181
Cash at bank and 1n hand i3 19,876,611 18,575,645

21,560,816 19,846,938
Creditors amounts fallimg due within one year 4 (2,899,272) (2,825,394)
Net current assets 18,661,544 17,021,544
Net assets 18,902,605 17,091,994
Capital and reserves
Called up share capital 15 850,000 850,000
Profit and loss account 16 18,052,605 16,241,994
Equity shareholder funds 17 18,902,605 17,091,994

The financial statements were approved by the board of directors on 31 May 2012 and were signed on their behalf
by

P M Else /
Director

Company registratton number 02130421
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Notes
(forming part of the financial statements}

1 Accounting pohcies

The following accounting policies have been applied consistently in dealing with items which are considered
matenial to the company’s financial statements

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards and under the
hustorical cost convention

Going concern

The company has considerable financial resources together with long-term relationships with key players in the
disaster recovery market As a consequence the company 1s well placed to manage 1ts business nsks successfully
despite the current uncertain economic outlook

Therefore, the directors have a reasonable expectation that the company has adequate resources to contiunue in
operational existence for the foreseeable future and centinue to adopt the going concern basis of accounting 1n
prepaning the financial statements

Under Financial Reporting Standard 1 Cash flow statements (1996 revised} (‘FRS 1) the company 1s exempt from
the requirement to prepare a cash flow statement on the grounds that a parent undertaking includes the company 1n
its own published consolidated financial statements

Turnover

Turnover 1s the total amount receivable by the company for goods supplied and services provided, excluding VAT
and trade discounts Franchise management fees recognised as revenue are calculated on the basis of Franchisee
mvoiced sales

Nanonal advertusing fund

Under the terms of the franchise agreement between the company and its franchisees, the company charges each
franchisee a levy to be applied to a centrally held fund for use in marketing and promoting the franchise netwerk
(the ‘National Advertuising Fund”) Levies recerved under this fund are accrued as a hability and any expenditure
incurred with respect to the fund are debited to the accrual, with the balance being recognised as an accrual on the
balance sheet (note 14}

Negative goodwill

Negative goodwill ansing on business combinations n respect of acquisiions since 1 January 1998 1s included
within fixed assets and released to the profit and loss account in the perods 1n which the fair values of the non-
monetary assets purchased on the same acquisition are recovered, whether through depreciation or sale

Tangible fixed assets and depreciation

Depreciation 15 calculated to wrnite down the cost or valuation less estimated residual value of all tangible fixed
assets other than freehold land over their expected useful lives The rates generally applicable are

Leasehold improvements Straight line over 3 years
Motor vehicles Straight line over 3 years
IT, software and office equipment Straight line over 2 years
Intangible fixed assets

Intangible fixed assets are capitahised and amortised on a straight-line basis over their estimated useful economic
life
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Notes (continued)

1 Accounting policies (continued)

Goodwill and negative goodwill

Purchased goodwill {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 1n respect of acqusitions since 1 January 1998 1s
capitalised

Negative goodwill ansing on business combinations in respect of acquisiions since 1 January 1998 15 included
within fixed assets and released to the profit and loss account in the periods in which the fair values of the non-
maonetary assels purchased on the same acquisition are recovered, whether through depreciation or sale

Stocks
Stocks are valued at the lower of cost and net realisable value
Taxation

The charge for taxation 1s based on the profit for the year and takes into account taxation deferred because of timing
differences between the treatment of certain items for taxation and accounting purposes

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

Foretgn currencres

Monetary assets and hiabilities denominated 1n foreign currencies are translated into sterling at the rates of exchange
prevailing at the balance sheet date or the contracted rate Transactions in foreign currencies are recorded using the
rate of exchange ruling at the date of the transaction All differences are taken to the profit and loss account

Pensions

The company operates a defined contribution scheme The assets of the scheme are held separately from those of
the company n an independently administered account The amount charged to the profit and loss account
represents the contnibutions payable to the scheme 1n respect of the accounting penod

Leased assets
Operating lease payment are charged to the profit and loss account on a straight-line basis over the lease term
Employee benefit trust

Assets held by the company’s Employee Benefit Trust ("EBT’) are included 1n the company's balance sheet as
current asset investments, subject to any provision for diminution n value until they are unconditionally distributed
to beneficiaries at the unfettered discretion of the trustees of the EBT

Classification of financral instruments issued by the company

Under FRS 25, financial instruments 1ssued by the company are treated as equity (1 ¢ forming part of shareholders’
funds) only to the extent that they meet the following two conditions

a) they include no contractual obligations upon the company to deliver cash or other financial assets or to
exchange financial assets or financial habilihes with another party under conditions that are potentially
unfavourable to the Company, and

b) where the instrument will or may be settled i the company’s own equity instruments, 1t 1s either a non-
denvative that includes no obligation to deliver a vanable number of the company’s own equity instruments or
1s a derivative that will be settled by the company’s exchanging a fixed amount of cash or other financial assets
for a fixed number of its own equity tnstruments

To the extent that this defimtion 1s not met, the proceeds of 1ssue are classified as a financial hability Where the
instrument so classified takes the legal form of the company’s own shares, the amounts presented 1n these financial
statements for called up share capital and share premium account exclude amounts 1n relation to those shares
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Notes (continued)

1 Accounting policies (continued)

Classification of financial instruments issued by the company (continued)

Where a financial instrument that contains both equity and financial hability components exists these components
are separated and accounted for individually under the above policy The finance cost on the financial hability
component 1s correspondingly higher over the life of the instrument

Finance payments associated with financial Liabihties are dealt with as part of interest payable and simutlar charges
Finance payments associated with financial instruments that are classified as part of shareholders’ funds (see
dividends policy), are dealt with as apprepriations in the reconciliation of movements in shareholders’ funds

Dividends on shares presented witlun shareholders’ funds

Dividends unpaid at the balance sheet date are only recognised as a hiability at that date to the extent that they are
appropriately authonised and are no longer at the discretion of the Company Unpaid dividends that do not meet
these criteria are disclosed 1n the notes to the financial statements

2 Turnover
2011 2010
£ £
Management fees 4,031,249 3,941,773
Sales of franchise areas 161,000 180,000
Sales of equipment and supplies 282,830 230,549
Other sales 2,191,303 1,207,161
6,666,382 5,559,483
During the year sales of £ml (20/0 £mi) were made to countries outside the UK
3 Other interest recervable and simlar income
2011 2010
£ £
Bank interest receivahle 271,510 251,161
4 Profit on ordinary activities before taxation
2011 2010
£ £
The profit on ordinary actrvities 1s stated after chargmng
Depreciation 74,877 69,775
Operating lease rentals - land and buildings 146,384 135,166
- other 36,808 63,819
Auditors’ remuneration
- audit of these financial statements 20,000 20,000

10
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Notes (continued)

5 Tax on profit on ordinary activities
(a) Analysis of charge in the year
2011 2010
£ £
The tax charge represents
UK corporation tax 650,232 616,278
Adjustment 1n respect of prior years 6,091 (147,877}
656,323 468,401
Deferred taxation
Orngation and reversal of uming differences 12,533 6,517
Effcct of rate change 3,762 -
Prior year adjustment (6,804) -
Total deferred tax 92,491 6,517
Tax charge on profit on ordmnary activities 665,814 474918

(b} Factors affecting the tax charge in the year

The current tax charge for the year 1s higher (20/0 Jower) than the standard rate of corporatien tax in the UK of
26 5% (2010 28%) The differences are explaned below

2011 2010
£ £
Profit on ordinary activities before taxation 2,476,425 2,181,617
Tax on profit on ordinary activities at 26 5% (2070 28%) 656,253 610,853
Effects of
Expenses not deductible for tax purposes 6,512 3.838
Capital allowances for the year {in excess of)/less than depreciation (10,331) 1,587
QOther timing differences (2,202) -
Prior year adjustment 6,091 (147,877}
656,323 468,401
(c) Deferred tax
2011 2010
£ £
Deferred tax s included i the balance shee! as follows
Dufference between accumulated depreciation and capital allowances 43,154 53,557
Other timing differences 912 -
Deferred tax asset {note 11) 44,066 53,557
At | January 53,557 60,074
Deferred tax charged to the profit and loss account in the year (9,491) (6,517)

Al 31 December 44,066 53,557

11
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Notes (continued)

6 Tax on profit on ordinary activities (conttnued)
{d) Factors affecting the future tax charges

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

This will reduce the company's future current tax charge accordingly and further reduce the deferred tax assct at
31 December 2011 (which has been calculated based on the rate of 25% substantively enacted at the balance sheet
date) by £5,000

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

6 Dividends
2011 2010
£ £
Final dividend paid 1n respect of the current year - -
7 Directors and employees
2011 2010
£ £
Staff costs during the year were as follows
Wages and salaries 1,464,453 1,484 780
Social security costs 145,499 176,985
Other pension costs (note 22) 44,353 34,042
1,654,305 1,695,807
The average number of employees during the year was
2011 2010
Number Number
Directors 2 2
Sales 5 [
Admnistration 69 74
76 32
2011 2010
£ £
Remuneration in respect of directors was as follows
Emoluments 223,554 226,500
Penston contributions to money purchase pension schemes 14,180 14,916
237,734 241,416
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Notes (continued)

7 Directors and employees (continued)

During the year two directors (2070 two) participated in money purchase schemes
The amounts set oul above mclude remuneration in respect of the lughest
pard director as follows

Emcluments
Pension contrnibutions to money purchase pension schemes

8 Intangible fixed assets

Cost or valuation
At | January 2011 and 31 December 2011

Accumulated amorusation
At | January 2011 and 31 December 2011

Net book value
At 31 December 2011

At 31 December 2010

Year ended 31 December 2011

2011 2010

£ £
136,950 136,500
9,040 8,968
145,990 145,468
Franchise

licence

£

400,000

400,000

The intangible fixed asset represented the cost of the know-how associated with the United Kingdom master

franchise licence acquired in 1989

9 Tangible fixed assets
Leasehold IT software
land and Motor and office
buildings vehicles equipment Total
£ £ £ £
Cost or valuanion
At 1 January 2011 39,991 30,571 969,550 1,060,112
Additions 12,209 59,600 173,679 245,488
At 31 December 2011 72,200 90,171 1,143,229 1,305,600
Accumulated depreciation
At 1 January 2011 51,791 29.321 908,550 989,662
Provided in the year 13,420 11,150 50,307 74,877
Al 31 December 2011 65,211 40,471 958,857 1,064,539
Net book value
At 31 December 2011 6,989 49,700 184,372 241,061
At 31 December 2010 8,200 1,250 61,000 70,450

I3




Notes {continued)

10 Stocks

Fimshed goods and goods for resale

11 Debtors

Trade debtors

Amounts owed from group undertakings
Corporation tax

Deferred tax (note 5)

Prepayments

12 Current asset iImvestments
EBT

EBT

Spectrum Franchising Linuted

Durectors’ report and financial siatements
Year ended 31 December 2011

2011 2010

£ £

177,929 27.604
2011 2010

£ £
1,302,841 1,131,327
117,079 -

- 23,758

44,066 53,557
37.109 29,866
1,501,095 1,238,508
2011 2010

£ £

5,181 5,181

In 2000 the company made a contribution to the Spectrum Franchising Limited Employee Benefit Trust (‘the EBT’)
which has been established to provide benefits to employees and directors of the company Assets held by the EBT
may be distnibuted to individuals at the unfettered discretion of the trustees, from time to ime  During the year £nil
(2010 £rmil) was allocated At the year end the company held £3,624 (2010 £3.624) of shares in Thornybolt

(No 55)and £1,557 (2010 £1,557) in cash

13 Cash at bank

Of the cash at bank balance of £19,876 611 (2010 £18,575,645), an amount of £600,000 (2070 £600,000) 1s held
1n a separate account, on behalf of the franchise partners n respect of monies relating to the National Advertising

Fund (note 1)

The company also recogmses an accrual for £437,960 (2070 £608,749) wn respect of the franchise partners
contributions to the National Advertising Fund held centrally by the company (note 14)




Notes (continued)

14 Creditors amounts falling due within one year

Payments 1n advance

Trade creditors

Amounts owed to group undertakings
Corporation tax

Social security and other taxes
National Advertising Fund

Accruals and deferred income

15 Called up share capital

Allotted called up and fully paid
850,000 ordinary shares of £1 each

16 Profit and loss account

At 1 January 2011

Profit for the year

At 31 December 2011

17 Reconciliation of movements in shareholder funds

Profit for the year

Net addition to shareholder funds
Opening shareholder funds

Closing shareholder funds

18 Capital commitments

Spectrum Franchising Limited
Durectors' report and financial statements
Year ended 31 December 2011

2011 2010

£ £
1,567,424 1,586,803
258,610 344,427

- 6,116

300,602 -
224,251 169,624
437,960 608,749
110,425 109,675
2,899.272 2,825,394
2011 2010

£ £

850,000 850,000
£

16,241,994

1,810,611

18,052,605

2081 2010

£ £
1,810,611 1,706,699
1,810,611 1,706,699
17,091,994 15,385,295
18,902,605 17,091,994

There are no capital commitments contracted for but not provided n these financial statements (2010 £nil)

19 Contingent hiabilities

There are no contingent habihities at 31 December 2011 (2010 £mf)

Along with other members of the ISS group m the UK, the company participates in a cash pooling arrangement

operated by the group s bankers in the UK

15
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Notes (continued)

20 Acquisition during the year
During the year the company acquired the trade and assets of a franchise from a franchisee

The book and fair value of net assets acquired are provided below

£000
Stock 367
Debtors 55
Current liabilities 22)
Total net assets acquired 400
Consideration
Cash consideration 334
Negative goodwill 66

The assets acquired are stated at deemed fair value on acquisition The negative goedwill has been amortised fully
duning the year with the value of work 1n progress recognised during the year

21 Operating lease commitments

Annual commitments under non-cancellable operating leases are as follows

Land and buldings Other
2011 2010 2011 2010
£ i £ £
Operating leases which cxpire
within one year - - 20,615 18,217
within the second to fifth year inclusive 115,000 115,000 61,801 84,468

22 Pensions

The company operates a defined contribution pension scheme  The pension charge represents contnibutions payable
by the company to the scheme and amounted to £44,353 (2010 £33,057) There were no outstanding or prepaid
contributions at either the beginning or end of the financial year

23 Related party transactions

Transactions with directors were as follows

Mr P Else and Mr CP Roche own one of the properties occupied by the company Rent payable to Mr Else & Mr
Roche during the year amounted to £75,000 (2010 £75,000)

As a wholly owned subsidiary included in the publicly available consolidated financial statements of ISS A/S the
company 1s exempt under FRS 8 from disclosure of transactions with other members of the group

24 Ultimate parent and controlling undertaking

The company 1s a subsidiary undertaking of Spectrum Holdings Limited incorporated in England and Wales The
largest and only group inio which the results of the company are consohdated 1s that headed by 1SS A/S
incorporated in Denmark 1SS A/S 15 the company’s ulumate parent and controlling company The consolidated
financial statements of this group are available to the public and may be obtained from the following address ISS
A/S, Bredgade 30, DK1260, Copenhagen, Denmark




