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Overview 

Full year revenue of £2,355.8 million declined by 2.2% over last year, 

but grew 5.0% at actual exchange rates. Group operating profit 

(before amortisation and impairment of intangible assets) increased 

by 7.2% to £158.2 million and adjusted operating profit (again before 

amortisation and impairment of intangible assets) amounted to 

£195.3 million, an increase of 16.8% on the prior year. Group full  

year adjusted profit before tax and amortisation grew by 29.8% to 

£140.1 million. Profit before income tax from continuing operations 

was £47.2 million (2008: £22.8 million), an increase of 107.0%.  

This profit reflects £55.8 million of amortisation and goodwill 

impairment charges (2008: £65.5 million) and is stated after 

charging one-off costs of £37.1 million (2008: £19.6 million). 

Net debt and cash flow 

One-off items 

One-off costs relate directly to the group’s various performance 

improvement initiatives and consist mainly of redundancy and other 

reorganisation costs including consultancy, plant and office closure 

costs net of the profit on sale of certain properties, profit or loss on 

disposal of businesses not classified as discontinued and acquisition 

integration cost. They have been separately identified as they 

represent an investment in the future performance of the group  

and are not considered to be “business as usual” expenses and have 

a varying impact on different businesses and reporting periods. 

This year these have amounted to £37.1 million (2008: £19.6 million) 

and represent costs associated with the reorganisation of the 

Textiles and Washrooms division (primarily the closure of 

processing plants in Belgium and France), the costs associated 

with the closure and relocation of the London corporate office  

and redundancy costs and impairment of assets relating to the 

continued integration of the City Link and Target Express businesses. 

Year to date 

£m at actual exchange rates 2009 2008 Change 

Adjusted EBITA – continuing businesses 220.8 167.2 53.6 

Adjusted EBITA – discontinuing businesses – 5.0 (5.0) 

One-off items (40.2) (19.6) (20.6) 

Depreciation 215.9 190.8 25.1 

Other non-cash 7.7 4.9 2.8 

EBITDA 404.2 348.3 55.9 

Working capital 91.7 3.2 88.5 

Capex – additions (189.2) (237.8) 48.6 

Capex – disposals 10.0 15.8 (5.8) 

Operating cash flow 316.7 129.5 187.2 

Interest (61.5) (67.3) 5.8 

Tax (17.5) (27.3) 9.8 

Purchase of available-for-sale investments (0.8) –  (0.8)  

Free cash flow 236.9 34.9 202.0 

Dividends – (106.7) 106.7 

Acquisitions/disposals (6.8) (43.0) 36.2 

Special pension payment – (33.3) 33.3 

FX and fair value adjustments 24.0 (267.0) 291.0 

Increase/(decrease) in net debt 254.1 (415.1) 669.2 

Closing net debt (1,108.1) (1,362.2) 254.1 
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Operating cash flow at actual rates of exchange was £187.2 million 

higher than 2008 due to higher EBITDA, better working capital 

movements and lower net capex. EBITDA was £55.9 million higher 

than last year due mainly to improved trading performance 

offsetting higher one-off costs. Inflows from working capital  

were £88.5 million higher than last year mainly as a result of lower 

debtors. Savings in net capex amounted to £42.8 million, with 

reductions being achieved in most divisions. 

Tax and interest payments (including finance lease interest) were 

£15.6 million lower than last year following receipt of tax refunds 

in respect of prior periods. Free cash was therefore £202.0 million 

higher than last year at £236.9 million. 

Deferred acquisition and disposal cash flows consumed £6.8 million 

and foreign exchange gains and fair value adjustments added a 

further £24.0 million, producing a total cash inflow of £254.1 million, 

leaving net debt at £1,108.1 million at 31 December 2009. 

Funding 

At 31 December 2009 the group had net debt of £1,108 million. 

Of this, £915 million is represented by capital market notes issued 

by the group and the earliest maturity of any of these instruments  

is 2013. Of the balance, £32 million is held as cash and other 

borrowings in the businesses and £225 million is drawn under the 

group’s £500 million bank facility, which matures in October 2012. 

This facility provides the group’s principal source of day to day 

liquidity. The group’s Letter of Credit facilities of c.£70 million 

equivalent require refinancing in October 2010. Negotiations have 

commenced and no difficulties in securing replacement facilities  

are anticipated. 

The group has good headroom in its bank facilities in terms of funds 

available to withdraw and has good and improving headroom in 

relation to its covenant. The group’s bank facilities contain a single 

financial ratio covenant which requires EBITDA to be no less than  

4x interest payable (on the basis of the definitions and subject to 

the adjustments set out in the bank facility documentation). The 

covenant is tested on 30 June and 31 December for the previous 

12 months. At 31 December 2009 the covenant ratio was 7.0x, 

equivalent to £185 million of EBITDA headroom. 

Full details of the group’s net debt and borrowing facilities are set 

out in note 21 to the financial statements. 

Cash generation and dividend 

Cash generation has been a key priority during 2009. A number of 

measures have been pursued to achieve this including a continuation 

of the drive on working capital, optimisation of capital expenditure 

and the implementation of cost reduction programmes across the 

group. As a result we have made excellent progress during the year 

in operating cash flow, generating £317 million, representing 143% 

conversion from profit. This, coupled with our decision to pass the 

interim dividend, enabled us to retire our fully undrawn £125 million 

revolving credit facility 12 months early on 3 September 2009. 

Headroom at 26 March 2010 was £285 million. 

In view of the continuing economic uncertainty in the markets 

within which we operate and our desire to strengthen the group’s 

balance sheet to increase our financial flexibility, the board has 

decided to not propose a final dividend to shareholders. 

Interest 

Net interest payable of £57.6 million for the year was £4.3 million 

lower than in 2008. Favourable effective interest rates reduced the 

year-on-year charge by £7.1 million and mark to market moves by a 

further £4.3 million. These benefits were partly offset by higher 

interest charges of £4.6 million, due to higher average net debt, 

mainly as a result of 2008 translation differences, adverse net 

pension interest charges of £1.7 million and other smaller items 

amounting to £0.8 million. 

Tax 

The blended headline rate of tax for 2009 was 27.0% (2008: 31.6%). 

This represents the weighted headline rates appropriate to the 

countries in which the group operates. The decrease in the blended 

rate was due to one-off restructuring costs within Belgium and 

France and a significant reduction in the UK loss position. The 

income statement tax charge for 2009 was 24.8% of profit before 

tax from continuing operations, compared with 28.1% for 2008.  

The principal factor that caused the effective tax rate to be lower 

than the blended rate is the reduction of the deferred tax provision 

in respect of overseas unremitted earnings, partially offset by 

various adjustments in respect of the prior period provisions for 

deferred taxation. The blended tax rate for 2010 is expected to be 

28.6%. The actual tax rate for 2010 is expected to be broadly in line 

with 2009. 

IFRS 8 

IFRS 8, “Operating Segments” has been adopted by the group  

from 1 January 2009. IFRS 8 requires us to amend our segmental 

reporting so that it aligns fully with our internal management 

structure, and comparative figures have been restated. The principal 

changes involve the reallocation of the UK Washrooms business and 

the UK Shared Service Centre to the Facilities Services division, the 

transfer of the South African business to the Pest Control division 

and the transfer of the Medical, Supplies and Specialist Hygiene 

businesses from Facilities Services to the Textiles and Washrooms 

division. In addition, revenues are now stated gross of inter group 

trading rather than net and revenues and profits are shown at 

constant exchange rates consistent with our internal reporting and 

review processes. 

Financial risk management policies 

The board has approved the following financial risk management 

policies. These policies cover those financial risks that are material 

to the company’s operations and financial results. The board has set 

appropriate delegated authorities, treasury financing parameters 

and reporting procedures to ensure compliance with such policies 

at all times. The effect of the company’s treasury activities is 

reflected in the disclosures in notes 16, 21 and 22. 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

     

 

 

  

 

 

  

  

  

  

 

18 Business review 
Financial review 

Capital structure and financing strategy (liquidity risk) 

The board has set the following policies so as to minimise the 

company’s exposure to liquidity risk and thus ensure that the 

company is able to meet its liabilities as they fall due. 

The company is committed to maintaining a debt/equity capital 

structure that is sufficiently robust so as to ensure the continued 

access to a broad range of financing sources and thus be able to 

maintain sufficient flexibility to pursue commercial opportunities, in 

a timely manner as they present themselves, without the imposition 

of onerous financing terms and conditions. The company will target 

a minimum financing headroom of £200 million, when measured 

against its latest forecast/anticipated cash flows (adjusted for 

planned acquisitions and any maturing debt obligations) over a 

rolling 12-month time horizon. The company’s sources of finance 

should be structured in a manner so as to minimise potential 

refinancing risk particularly arising from a bunching of debt/note 

facility maturities. 

The company’s financing sources should be diversified, across  

the international banking and capital markets, so as to avoid the 

over-reliance upon a single source, or disproportionately large 

source, of funds from an individual capital market note issue or 

bank finance provider. 

In autumn 2005 the group’s credit rating from Standard & Poor’s 

was reduced from BBB+ with negative outlook to BBB. Following 

the publication of the group’s interim results in August 2008, 

Standard & Poor’s reduced the group’s credit rating to its current 

level of BBB–. After the group’s third quarter trading statement in 

November 2008, Standard & Poor’s changed the outlook on this 

rating to negative outlook. We continue to target a stable BBB 

rating in the medium term as we believe that this strikes an 

appropriate balance between an efficient capital structure (as 

represented by a low weighted average cost of capital), liquid  

access to the capital markets and reasonable pricing. 

At 31 December 2009 the group had approximately £275 million  

of undrawn committed bank credit facilities. The company is in 

compliance with the financial and other covenants within its 

committed bank credit facilities as well as all obligations relating  

to the notes issued under the Euro Medium Term Note (EMTN) 

programme. 

Market price risk 

The company and its reported results are exposed to financial 

market price movements. These risks principally arise from the 

interest and foreign exchange rate markets. In addition, through its 

UK defined benefit pension scheme (“the scheme” – see note 24), 

the company also has exposure to equity market price movements, 

movements in interest rates used to discount liabilities for reporting 

purposes under IAS 19, changes over time to actuarial mortality 

assumptions, defaults on bonds and inflation. The trustee directors 

are responsible for setting the risk management strategy for this 

scheme. In 2006 this scheme’s exposure to equity market price 

movements was markedly reduced. In 2006 the scheme’s assets 

were switched from being predominantly in equities (80%/20% 

equities/bonds) to being mostly in corporate bonds (20%/80% 

equities/bonds). A 10% movement in equity prices in any one year 

would give rise to a +/–£20.0 million movement in scheme assets 

and thus a corresponding movement in the underlying scheme 

surplus. Shortly after this asset switch, the scheme also undertook 

inflation and interest rate hedging actions. These actions, together 

with the closure of the scheme to future accrual for existing 

employees with effect from September 2006 were undertaken  

so as to increase the likelihood that the scheme’s assets (together 

with the company’s agreed future contributions) would be sufficient 

to meet its anticipated financial commitments to existing and 

future pensioners. 

Interest rate risk 

The policy is to manage interest rate exposures on a 12-month 

rolling basis (measured quarterly). Unless otherwise agreed by 

the board, a minimum of 50% of the company’s estimated future 

interest rate exposures should be fixed (or capped) for a minimum 

period of nine months forward. Additionally, in the event that the 

company’s interest cover is forecast to fall below 4.75 times the 

board will be required to review a remedial action plan. 

At the end of December 2009 approximately 97% of the group’s 

debt was at a fixed rate of interest. During 2010 this proportion will 

reduce slightly to approximately 87%. Accordingly, the group is not 

materially exposed to rising interest rates. 

Foreign exchange risk 

Foreign exchange risk can arise as follows: 

1.	 from retranslation of overseas business profits into the sterling 

functional reporting currency of the company; 

2.	 from retranslation of assets and liabilities of overseas companies 

into the functional currency of the company; 

3.	 from cross-border trading transactions of group companies; and 

4.	 from the use of currency denominated borrowings and financial 

instruments used to finance business operations. 

The company has a policy of not hedging foreign exchange 

translation risks outlined in 1. and 2. above. Further, the company 

has a policy of not hedging foreign exchange risks arising from 

cross-border trading activities given that these are immaterial. 

The company policy is to fund its business operations centrally with 

borrowings that are substantially denominated (90% or greater) in 

the same actual or effective currencies*, and in the same proportion 

as the group’s forecast cash flows generated by the business. 

*Actual or effective currency. The use of either actual currency borrowings or currency 
swaps is permitted. Currency swaps economically change the actual currency of 
borrowing into an effective amount, borrowed in a different currency. Currency swaps 
will be used in preference to actual currency borrowings when the all-in cost is cheaper 
than the alternative currency borrowings and/or they enable a closer match to the 
company’s debt maturity calendar. 
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Treasury risk 

The company utilises financial instruments to manage financial  

risks that arise naturally from its business operations. Only group 

treasury personnel are authorised to deal such instruments on 

behalf of the company. The board has set strict policies for the use 

of such instruments. The company’s policy is to ensure that their 

use shall be: 

��	 �_`^UO`Xe�XUYU`QP�`[�`TQ�YMZMSQYQZ`�[R�WZ[cZ�[^�MZ`UOU\M`QP� 
»ZMZOUMX�Qd\[_a^Q_�cTUOT�M^U_Q�R^[Y�`TQ�O[Y\MZe³_�QdU_`UZS� 
or planned commercial operations; 

��	 �[ZXe�aZPQ^`MWQZ�Ne�_aU`MNXe�]aMXU»QP�[^�Qd\Q^UQZOQP�S^[a\� 
treasury staff; 

��	 �aZPQ^`MWQZ�[ZXe�MR`Q^�QRR[^`_�TMbQ�NQQZ�`MWQZ�`[�Mb[UP�`TQ�ZQQP� 
R[^�a_Q�[R�_aOT�PQ^UbM`UbQ�UZ_`^aYQZ`_�`[�YMZMSQ�`TQ�S^[a\³_� 
financial exposures; 

��	 �XUYU`QP�`[�`TQ�YMZMSQYQZ`�[R�UZ`Q^Q_`�^M`Q�[^�R[^QUSZ�QdOTMZSQ� 
Qd\[_a^Q_��U�Q��Z[�Q]aU`e�^QXM`QP�[^�O[YY[PU`e�TQPSUZS�_TMXX�NQ� 
aZPQ^`MWQZ�cU`T[a`�_\QOU»O�N[M^P�M\\^[bMX�' 

��	 �aZPQ^`MWQZ�[ZXe�MR`Q^�`TQ�\^Q\M^M`U[Z�[R�OXQM^�P[OaYQZ`M`U[Z� 
cTUOT�Qd\XMUZ_�`TQ�\a^\[_Q�R[^�`TQ�a_Q�[R�`TQ�_\QOU»O�PQ^UbM`UbQ� 
and its proposed financial accounting treatment; 

��	 �OM\\QP�Ne�`TQ�YMdUYaY�M\\^[bQP�O[aZ`Q^\M^`e�XUYU`�R[^�`TM`� 
transaction; and 

��	 �_aNVQO`�cTQ^Q�^QXQbMZ`�`[�PQ`MUXQP�°TQPSQ�QRRQO`UbQZQ__±�`Q_`UZS� 
by group treasury, through to maturity of the transaction,  

UR�PQ_USZM`QP�MZP�P[OaYQZ`QP�M_�M�°TQPSQ±�M`�`TQ�[a`_Q`� 
of the transaction. 

Credit risk 

The company limits its exposure to credit risk on financial 

UZ_`^aYQZ`_�Ne�QZ_a^UZS��cTQ^Q�M\\^[\^UM`Q��`TM`�UZ_`^aYQZ`_� 
a_QP�M^Q�_aNVQO`�`[�5Z`Q^ZM`U[ZMX�?cM\_�MZP�0Q^UbM`UbQ_� 
Association market standard legal documentation. 

@TQ�N[M^P�MX_[�_Q`_�YMdUYaY�O[aZ`Q^\M^`e�M\\^[bMX�XUYU`_�R[^� 
UZPUbUPaMX�»ZMZOUMX�O[aZ`Q^\M^`UQ_��@TQ_Q�XUYU`_�M^Q�^QbUQcQP�MZP� 
bM^UQP�`[�`MWQ�MOO[aZ`�[R�OTMZSQ_�`[�`TQ�aZPQ^XeUZS�O^QPU`�^M`UZS� 
[R�UZPUbUPaMX�O^QPU`�O[aZ`Q^\M^`UQ_�M_�^Q]aU^QP� 

Acquisitions 

@TQ�S^[a\�MO]aU^QP�Na_UZQ__Q_�UZ�`TQ�eQM^�R[^�M�ZQ`�O[Z_UPQ^M`U[Z� 
[R����#�YUXXU[Z��0Q`MUX_�[R�Na_UZQ__Q_�MO]aU^QP�MZP�^QbQZaQ�MZP� 
operating profit therefrom are set out in note 30 to the accounts. 

Pensions 

@TQ�S^[a\³_�`[`MX�5-?��%�ZQ`�PQ»OU`�cM_��" ���YUXXU[Z�M`�`TQ�QZP�[R� 
���%�O[Y\M^QP�cU`T�M�ZQ`�_a^\Xa_�[R���� �%�YUXXU[Z�M`�0QOQYNQ^� 
2008. The group has a number of small defined benefit schemes 

[a`_UPQ�`TQ�A7�Na`�`TQ�\^UZOU\MX�_OTQYQ��°`TQ�?OTQYQ±��U_�UZ�`TQ�A7� 

@TQ�A7�_OTQYQ�TMP�M�ZQ`�PQ»OU`�[R�� #�%�YUXXU[Z�M`�0QOQYNQ^����%� 
O[Y\M^QP�cU`T�M�ZQ`�_a^\Xa_�[R���! � �YUXXU[Z�M�eQM^�QM^XUQ �̂�@TU_� 
^Q\^Q_QZ`_�MZ�MPbQ^_Q�Y[bQYQZ`�[R��������YUXXU[Z�PaQ�\^UYM^UXe�`[� 
an increase in liabilities. 

@TQ�ZQ`�PQ»OU`�O[Y\^U_Q_�`TQ�MSS^QSM`Q�[R�`TQ�bMXaQ�[R�`TQ�?OTQYQ� 
assets and liabilities: 

��	 �̀ TQ�?OTQYQ�M__Q`_�^QPaOQP�Ne��!����YUXXU[Z�`[��%#$�$�YUXXU[Z� 
P^UbQZ�Ne�M�^QPaO`U[Z�UZ�bMXaQ�[R�[a^�UZ`Q^Q_`�^M`Q�_cM\�\[^`R[XU[�� 
\M^`Xe�[RR_Q`�Ne�MZ�UZO^QM_Q�UZ�bMXaQ�[R�[a^�Q]aU`e�\[^`R[XU[�®�[a^� 
?OTQYQ�O[Y\^U_Q_�M\\^[dUYM`QXe�����Q]aU`UQ_�MZP�$���N[ZP_� 
and other financial instruments; and 

��	 �̀ TQ�?OTQYQ�XUMNUXU`UQ_�UZO^QM_QP�Ne���!����YUXXU[Z�`[������"�#�YUXXU[Z� 
P^UbQZ�Ne& 

�	 ®� �M�^QPaO`U[Z�UZ�eUQXP�[Z�--�O[^\[^M`Q�N[ZP_�®�`TQ�eUQXP� 
determines the discount factor used to calculate the net 

\^Q_QZ`�bMXaQ�[R�`TQ�Ra`a^Q�_OTQYQ�XUMNUXU`UQ_��`TQ�X[cQ^� 
`TQ�eUQXP��`TQ�S^QM`Q^�`TQ�XUMNUXU`UQ_�' 

� ®� �̀ TQ�X[ZSQ �̂`Q^Y�[a`X[[W�R[^�UZO^QM_QP�UZ¼M`U[Z�®�UZ¼M`U[Z� 
P^UbQ_�[a^�bUQc�[Z�Ra`a^Q�\QZ_U[Z�UZO^QM_Q_'�MZP 

� ®� �RMb[a^MNXQ�Qd\Q^UQZOQ�SMUZ_�[Z�XUMNUXU`UQ_�PaQ�`[�\QZ_U[Z� 
MZP�_MXM^e�UZO^QM_Q_�NQUZS�X[cQ^�`TMZ�MZ`UOU\M`QP��UZ�\M^`� 
[RR_Q``UZS�`TQ�MN[bQ�� 

-__Q`�MXX[OM`U[Z�U_�PQ`Q^YUZQP�Ne�`TQ�`^a_`QQ_�UZ�O[ZVaZO`U[Z�cU`T� 
`TQ�O[Y\MZe��@TQ�ZQd`�`^UQZZUMX�bMXaM`U[Z�[R�`TQ�A7�?OTQYQ�`MWQ_� 
\XMOQ�Pa^UZS������ 

2a^`TQ^�PQ`MUX_�M^Q�_T[cZ�UZ�Z[`Q�� �[Z�\MSQ_�# �MZP�#!� 

Accounting standards 

@TQ�»ZMZOUMX�_`M`QYQZ`_�UZOXaPQP�UZ�`TU_�MZZaMX�^Q\[^`�TMbQ� 
NQQZ�\^Q\M^QP�MZP�\^Q_QZ`QP�aZPQ^�52>?�M_�MP[\`QP�Ne�`TQ�1A�� 
@TQ�S^[a\³_�MOO[aZ`UZS�\[XUOUQ_�M^Q�_Q`�[a`�UZ�\MSQ_� !�`[�!��� 


