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Initial Security Limited
Report of the Directors

The directors submit their annual report, together with the audited financial statements of the

company for the 52 weeks ended 29 December 2002. Comparative data presented relates to the
52 weeks ended 30 December 2001.

Profit and loss account

The profit for the period, after taxation, amounted to £2,913,000 (2001 restated: £1,747,000).
An interim dividend of £7,500,000 (2001: £Nil) was paid during the period. The directors do
not recommend the payment of a final dividend.

Principal activity
The company is a specialist in the provision of security services.

Fixed assets

During the period the company purchased and disposed of a number of fixed assets. Details of
these movements are shown in note 10 to the financial statements.

Directors and their interests

The directors named on page 1, except where shown, held office throughout the perioci. Except
as stated below, none of the directors who were directors at the end of the period held any

interests in the shares of the company or of Rentokil Initial plc either at the beginning or at the
end of the period.

Rentokil Initial plc, ordinary shares of 1p each

29 De 30 Dec

Beneficial interest Beneficial interest

Numbers Numbers

CMN Ward 34,754 21,825

Share options

Rentokil Initial pic, ordinary shares of 1p each

A O’Neill CMN Ward

Numbers Numbers

At 30 December 2001 104,955 666,095

Granted during the period 28,116 122,076

At 29 December 2002 133,071 788,171

Neither director exercised any share options in the period.



Initial Security Limited

Report of the Directors (continued)

Employces

The company attaches considerable importance to keeping its employees informed of matters
affecting their jobs and the progress of the business. The regular parent company magazine
contributes towards this purpose. There are, in addition, several in-house publications covering
Jocal and divisional matters. Employees have frequent opportunities to meet and have
discussions with their managers.

The company gives sympathetic consideration to the employment of disabled people. Whilst no
special facilities are provided for training the disabled, all employees are given equal

opportunities for working, training and promotion, having regard to their particular aptitudes
and abilities.

Review of operations

2002 was a successful year for the company. The directors view the future of the company with
confidence and expect 2003 to be another successful year.

Policy in relation to payment of suppliers

The company has a variety of payment terms with its suppliers. These will be either negotiated
along with other contract terms or will conform to standard terms applied by the company or by
the supplier. It is the company’s policy to pay suppliers in accordance with either negotiated or

standard terms provided that the relevant invoice is properly presented and is not the subject of
dispute.

At 29 December 2002, the ratio, expressed in days, between the amounts invoiced to the
company by suppliers and the amounts owed to trade creditors was 24 days (2001: 26 days).

Statement of Directors’ responsibilities

Company law requires the directors to prepare financial statements for each financial period
that 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. The directors are required to prepare the financial statements on

the going concern basis, unless it is inappropriate to presume the company will continue in
business.

The directors confirm that suitable accounting policies have been used and applied consistently
with the exception of the changes arising on the adoption of new accounting standards in the
year as explained on page 8 under Note 1 ‘Accounting policies’. They also confirm that
reasonable and prudent judgements and estimates have been made in preparing the financial

statements for the period ended 29 December 2002 and that applicable accounting standards
have been followed.

The directors are responsible for keeping proper accounting records that 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 1985. 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.




Initial Security Limited
Report of the Directors (continued)

Auditors

Following the conversion of our auditors, PricewaterhouseCoopers to a Limited Liability
Partnership (LLP) from 1 January 2003, PricewaterhouseCoopers resigned and the directors
appointed as its successor, PricewaterhouseCoopers LLP as auditors. The auditors,
PricewaterhouseCoopers LLP, have indicated their willingness to continue in office and a
resolution concerning their reappointment will be proposed at the Annual General Meeting.

By order of the Board.

GT Browa _
Compar:;r{Secretary '

Garland Road
East Grinstead
West Sussex
RH19 2DR

30 April 2003
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PricewaterhouseCoopers LLP

10 Bricket Road

St Albans AL 37X

Telephone:  +44 (0) 1727 844153

_ Facsimile:  +44 (0) 1727 845039
Independent auditors’ report to the members of

Initial Security Limited

We have audited the financial statements, which comprise the profit and loss account, the balance sheet and
the related notes.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the annual report and the financial statements in accordance with

applicable United Kingdom law and accounting standards are set out in the statement of directors’
responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and United Kingdom auditing standards issued by the Auditing Practices Board. This report,
including the opinion, has been prepared for and only for the company’s members as a body in accordance
with Section 235 of the Companies Act 1985 and for no other purpose. We do not, in giving this opinion,
accept or assume responsibility for any other purpose or to any other person to whom this report is shown or
in to whose hands it may come save where expressly agreed by our prior consent in writing.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985, We also report to you if, in our opinion, the directors’
report is not consistent with the financial statements, if the company has not kept proper accounting records,
if we bave not received all the information and explanations we require for our andit, or if information
specified by law regarding directors' renmuneration and transactions is not disclosed.

Basis of audit opinion

We conducted our audit in accordance with auditing standards issued by the Auditing Practices Board. An
audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial statements. It also includes an assessment of the significant estimates and judgements made by the
directors in the preparation of the financial statements, and of whether the accounting policies are appropriate
to the company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or other irregularity or

error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the
financial statements.

Opinion
In our opinion the financial statements give a true and fair view of the state of the company’s affairs at 29

December 2002 and of its profit for the period then ended and have been properly prepared in accordance
with the Companies Act 1985.

ﬂu‘aw«bwg’w 2%

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Aunditors
30 April 2003

PricewaterhouseCeapers LLP is a limited lisbility parmership registered in England with registered number GC303525. The registered office of PricawaterhouseCaopers LLP is
L Emibankinent Place, London WC2N SREL  All partrers i PricewsterhouseConpars UK Associates A are authorised to condust business as agents of, and all contracts for services to
clients are with, Pricewaterhouse{Coopers LLP.
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Initial Security Limited

Profit and loss account
for the 52 weeks ended 29 December 2002

2002 2001

Restated

Notes 2000 £000

Turnover 2 119,546 106,308
Cost of sales (107,741) (97,431)

Gross profit 11,805 9,377
Administrative expenses (7,704) {6,613)

Opgerating profit 4 4,101 2,764
Profit/(loss) on disposal of tangible fixed assets 50 {45)

Profit on ordinary activities before interest and taxation 4,151 2,719

Other interest receivable and similar income 3 191 67
Interest payable and similar charges 3 (396) (143)

Profit on ordinary activities before taxation 3,946 2,643
Tax on profit on ordinary activities 7 (1,033) (896)

Profit on ordinary activities after taxation 8 2,913 1,747

Dividends paid 8 (7,500) -

Retained (loss)/profit for the period (4,587) 1,747

The results for the period are wholly attributable to the continuing operations of the company.

Statement of recognised gains and losses
for the 52 weeks ended 29 December 2002

2002 2001

Restated

Notes £000 £000

Profit for the financial period 2,913 1,747
Prior period adjustment 12 162
Total gains and losses recognised since last annual report 3,075

The notes on pages 8 to 19 form part of these financial statements.




Initial Security Limited

Balance sheet as at 29 December 2002

2002 2001
. Restated
Notes £000 £000
Fixed assets
Goodwill 17 10,341 2,439
Tangible assets 10 2,374 2,782
Investments 16 929 8,842
13,644 14,063
Current assets
Stocks 11 447 504
Debtors 12 , 27,254 34,429
27,701 34,933
Creditors — amounts falling due within one year 13 (40,191) (43,260)
Net current liabilities (12.,490) {8,327)
Total assets less current liabilities 1,154 5,736
Creditors — amounts falling due after more than one year 14 (331) (326)
Net assets 823 5,410
Capital and reserves
Called up share capital 18 19 19
Share premium account 1 1
Profit and loss account 8 803 5,390
Total shareholders’ funds . 9 823 5,410

The financial statements were approved by the board of directors on 30 April 2003 and were
signed on its behalf by: '

(- Ao

G Evans
Director

The notes on pages 8 to 19 form part of these financial statements.
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Initial Security Limited

Notes to the financial statements
for the period ended 29 December 2002

Accounting policies

Basis of preparation

The financial statements are prepared in accordance with applicable accounting standards and
under the historical cost convention.

The Company is dependent on continuing finance being made available by it’s ultimate parent
company to enable it to continue operating and meet it’s liabilities as they fall due. The parent
company has agreed to provide sufficient funds to the Company for these purposes. The
directors accordingly consider it appropriate to prepare accounts on a going concern basis.

The following are the principal accounting policies, which have been applied by the company.

Changes in accounting policy
In December 2000, the Accounting Standards Board issued FRS 19 ‘Deferred Tax.

The company has adopted FRS 19 ‘Deferred Tax’ in the period. The adoption of this new

standard represents a change in accounting policy and comparative figures have been restated
accordingly.

The effect of the change in accounting policy to adopt FRS 19 was to decrease tax on profit on
ordinary activities by £175,000 (2001: increase £103,000) and to increase profit for the period
by £175,000 (2001: decrease £103,000). The impact on reserves as at 1 January 2001 was to
increase reserves by £ 265,000.

Consolidated accounts

The company is exempt from the requirement to prepare group accounts, s it is a wholly
owned subsidiary of Rentoki! Initial plc and as such these accounts present financial
information about the company as an individual undertaking.

Investments

Investments held as fixed assets are stated at cost less provision for any impairment. In the

opinion of the directors the value of such investments is not less than that shown in the balance
sheet.

Leasehold property
Leasehold land and buildings are stated at cost less depreciation; cost is amortised in equal
instalments over the periods of the leases subject to a minimum annual provision of 1% of cost.

When properties are sold the difference between sales proceeds and net book amount is dealt
with in the profit and loss account.




Initial Security Limited

Notes to the financial statements
for the period ended 29 December 2002 (continued)

Accounting policies (continued)

Other tangible fixed assets _

Other tangible fixed assets are stated at cost less depreciation. Provision for depreciation of all
tangible fixed assets of the company is made to write off the cost of fixed assets over their
estimated useful lives, principally over the following periods;

Motor vehicles - 25-33% straight line
Plant, equipment, furniture and fittings - 10-15% straight line
Stocks

Stocks are stated at the lower of cost or net realisable value, using the first-in, first-out

principle. Cost includes all direct expenditure and related overheads incurred to the date of the
balance sheet.

Deferred tax

Deferred taxation has been recognised as a liability or asset if a transaction has occurred at the
balance sheet date that gives rise 1o an obligation to pay more taxation in the future, or a right
to pay less taxation in the future. An asset is recognised to the extent that the transfer of

economic benefits in the future are more likely than not to occur. Deferred tax asset and
liabilities have not been discounted.

Cost of sales and administrative expenses

Service, selling and other direct costs are classified as cost of sales. Administrative expenses
comprise indirect and head office costs.

Leased assets

Where the company retains substantially all the risks and rewards of ownership of an asset
subject to a lease, the lease is treated as a finance lease. Other leases are treated as operating
leases. Future instalments payable under finance leases, net of finance charges, are included in
borrowings with the corresponding asset values recorded in fixed assets and depreciated over
the shorter of their estimated useful lives or their lease terms. Lease payments are apportioned
between the finance element, which is charged to the profit and loss account as interest, and the
capital element which reduces the outstanding obligation for future instalments.

Payments under operating leases are charged to the profit and loss account, as incurred, over
the lease term.
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Initial Security Limited

Notes to the financial statements
for the period ended 29 December 2002 (continued)

1. Accounting policies (continued)

Pension costs

The managers of the company are eligible to be members of retirement benefit schemes
operated by the group in the United Kingdom. The funds of the schemes are administered by
trustees and are completely separate from the funds of the company and of the group.
Information relating to the schemes is contained in the financial statements of Rentokil Initial

plc. The contributions to the pension schemes are based on pension costs across the group as a
whole.

The company is unable to identify its share of the underlying assets and liabilities of the group
schemes on a consistent and reasonable basis and as such, contributions made to the schemes
during the year have been accounted for as if they were defined contribution schemes in
accordance with paragraph 9 of FRS17 “Retirement Benefits”.

Goodwill

Goodwill is subject to an annual impairment review and a charge is taken to the profit and loss
account in the period in which impairment is deemed to occur.

2. Turnover

Turnover represents the invoiced value of goods sold and services rendered during the period
exclusive of value added tax, substantially all of which is derived from the United Kingdom.

3. Interest

An analysis of interest receivable and interest payable on finance leases, bank loans, overdrafts
and other loans repayable within 5 years, other than by instalments is set out below.

2002 2001

£000 £000

Interest receivable 191 67
Interest payable - bank overdrafts (350) oL
- finance leases (46) (32)

(396) (143)

10




Initial Security Limited

Notes to the financial statements
for the period ended 29 December 2002 (continued)

Operating profit
Is stated after charging:
2002 2001
£7000 £000
Depreciation of owned assets 660 626
Depreciation of assets held under finance leases 395 349
Operating lease rentals - other assets 593 632
Auditors’ remuneration - audit fee 64 55
- other - 17
Staff costs:
Wages and salaries 97,915 96,260
Social security costs 7,844 7,469
Other pension costs 276 178
106,035 103,907
Directors’ remuneration
2002 2001
£000 £000
Aggregate emoluments (in respect of qualifying services to the company) 219 224
Aggregate value of contributions paid, or treated as paid, to a money
purchase pension scheme (in respect of qualifying services to the
company) 3 -
2002 2001
Number Number
The number of directors to whom retirement benefits are accruing under a
money purchase scheme (in respect of qualifying services) are 1 -
The number of directors to whom retirement benefits are accrning under a
defined benefit scheme (in respect of qualifying services) are 1 2
2002 2001
£000 £000
Highest paid director (in respect of qualifying services to the company)
- total amount of emoluments 136 122
- accrued pension benefits under the defined benefit scheme 16 15

The highest paid director did not exercise share options in the period.

11




Initial Security Limited

Notes to the financial statements
for the period ended 29 December 2002 (continued)

Employees
2002 2001
Number Number
The average number of employees during the period was:
Operations 6,812 6,506
Administration 136G 117
6,942 6,623
Taxation
(a) Analysis of charge in the period
2002 2001
Restated
£000 £000
Current tax:
UK corporation tax on profits of the period 1,184 793
Adjustment in respect of previous periods 24 -
Total current tax 1,208 793
Deferred tax:
Origination and reversal of timing differences (ACA and other) {175) 103
Total deferred tax (note 12} (175) 103
Tax on profit on ordinary activities 1,033 896

(b) Factors affecting tax charge in the period

The tax assessed for the period is higher than the standard rate of corporation tax in the UK

(30%). The differences are explained below:

2002 2001

Restated

£000 £000

Profit on ordinary activities before fax 3,946 2,643

Profit on ordinary activities multiplied by standard rate in the UK 30% 1,184 793
Effects of:

Prior year items 24 -

Current tax charge for the period 1,208 793

12




Initial Security Limited

Notes to the financial statements
for the period ended 29 December 2002 (continued)

Taxation (continued)

(c) Factors that may affect future tax charges

Based on current capital investment plans, the company expects to continue to charge
depreciation in excess of capital allowances claimed in future years but at a similar level to the

current year.

Profit and loss account

£000

At 30 December 2001 as previously reported 5,228
Prior period adjustment — FRS 19 162
At 30 December 2001 as restated 5,390
Profit for the financial period 2,913
Dividends paid (7,500
At 29 December 2002 803

Reconciliation of movements in shareholders’ funds

2002 2001

Restated

£000 £000

Profit for the period 2,913 1,747
Dividends paid (7,500) -
Net (decrease)increase in shareholders’ funds (4,587) 1,747
Opening shareholders’ funds as previously stated 5,248 3,398
Prior period adjustment - FRS 19 162 265
Opening sharcholders’ funds as restated 5,410 3,663
Closing shareholders’ funds 823 5,410

13
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Initial Security Limited

Notes to the financial statements

for the period ended 29 December 2002 (continued)

Tangible fixed assets

Short Vehicles, Plant Total
leasehold furniture &
property fittings
£7000 £000 £°000 £000
Cost
At 31 December 2001 367 4,839 568 5,994
Additions 69 599 33 701
Disposals (141) {1,198) (45) (1,384)
At 29 December 2002 495 4,260 556 5,311
Accumulated depreciation
At 31 December 2001 181 2,704 327 3,212
Disposals (141) (1,144} 45 (1,330)
__Charge for the period 61 902 92 1,055
At 29 December 2002 101 2,462 374 2,937
Net book amount
At 29 December 2002 394 1,798 182 2,374
At 31 December 2001 386 2,155 241 2,782

The net book value of vehicles acquired under finance lease included in the above amounts is

£579,000 (2001: £557,000). This is made up of cost £1,433,000 less aggregate depreciation of

£854,000.
Stocks
2002 2001
£000 £000
Finished goods 447 504

14




12.

13.

Initial Security Limited

Notes to the financial statements

for the period ended 29 December 2002 (continued)

Debtors
2002 2001
Restated
£000 £000
Trade debtors 18,092 20,991
Amounts owed by group undertakings 3,062 10,620
Other debtors 182 2,210
Prepayments and accrued income 5,581 446
Deferred tax 337 162
27,254 34,429
Analysis of deferred tax asset:
2002 2001
Restated
£000 £000
Accelerated capital allowances 158 122
Other timing differences 179 40
Deferred tax asset 337 162
The movement on deferred taxation comprises:
2002 2001
Restated
£7000 £000
At beginning of the period 162 265
_Deferred tax charge in profit and loss account (note 7) 175 (103)
At end of the period 337 162
There are no unrecognised deferred tax assets or liabilities.
Creditors — amounts falling due within one year
2002 2001
£000 £000
Obligations under finance leases and hire purchase contracts 308 302
Bank overdraft 2,211 5,781
Trade creditors 430 500
Amounts owed to group undertakings 24,847 24,364
Other tax and social security 7,489 6,564
Corporation tax 654 949
Other creditors 3,410 4,501
Accruoals and deferred income 792 299
40,191 43,260

Nore of the intercompany balances are interest bearing.

15
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Initial Security Limited

Notes to the financial statements
for the period ended 29 December 2002 (continued)

Creditors — amounts falling due after more than one year

2002 2001
£000 £000
Obligations under finance leases and hire purchase contracts 331 326
Obligations under leases
2002 2001
£000 £7000
Amounts payable:
- within 1 year 336 333
- within 2-5 years 348 343
Less: finance charges allocated to future periods (46) (48)
638 628

The company has annual lease commitments under non-cancellable leases as detailed below:

2002 2001
Y.and and Land and
Buildings buildings
£000 £000

Operating lease which expire:
- within 1 year 68 78
- within 2-5 years 105 200
- after 5 years 410 263

583 541

16
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Initial Security Limited

Notes to the financial statements

for the period ended 29 December 2002 (continued)

Investments
2002 ' 2001
£000 £000
Investments 929 8,842

The investments balance at 29 December 2002 represented interests in the following

companies.
% Held

Rentokil Dormant (No.1) Limited 100
Securiguard Services (Eastern) Limited 100
Securiguard Services (London) Limited 100
Securiguard Scotland Limited 100
Securignard Technical Systems Limited 100
Securiguard Services (Northern) Limited 100
Securiguard Services (Wales) Limited 100
Initial Aviation Security Limited 100
Sigma Group Limited 100
Guardrite plc 100

Activity

Dormant
Dormant
Dormant
Dormant
Dormant
Dormant
Dormant
Security services
Security services
Security services

During the year £7,913,000 of the cost of investments was reclassified as goodwill as in the
opinion of the directors this more accurately reflects that nature of this asset.

Goodwill
2002 2001
£2000 £000
At start of period 2,439 -
Reclassified from investments 7913 -
Deferred consideration not paid (11) -
Goodwill on acquisition of Guardrite PLC - 2,439
At end of period 10,341 2,439
Share capital
Authorised Allotted and fully paid
Number Number £7000
At 30 December 2001 and 29 December 2002
Ordinary shares of £1 each 20,000 15,000 19

17
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Initial Security Limited

Notes to the financial statements
for the period ended 29 December 2002 {continued)

Capital commitments

At 29 December 2002 there were no capital commitments (2001: £Nil).

Pension commitments

The company participates in group pension schemes operated by Rentokil Initial plc. The
pension schemes are funded and of the defined benefit type and their assets are held in separate
trustee administered funds. The funds are valued every three years by a professionally qualified
independent actuary, the rates of contribution payable being determined by the actuary. In the
intervening years the actuary reviews the continuing appropriateness of the rates. Particulars of
the valuation are contained in the financial statements of Rentokil Initial plc. The company is
unable to identify its share of the underlying assets and liabilities of the group schemes on a
consistent and reasonable basis and as such, contributions made to the schemes during the year
have been accounted for as if they were defined contribution schemes in accordance with
paragraph 9 of FRS17 “Retirement Benefits”. The total pension cost for the company was
£276,000 (2001: £178,000). Details concerning any surplus or deficit in the group schemes can

be found in the consolidated financial statements of Rentokil Initial plc which are publicly
available.

The company also participates in a defined contribution scheme. The pension cost charge for

the period was £3,656 (2001: £nil). Outstanding contributions at the balance sheet date were
£2.966 (2001: £nil).

Ultimate parent company

The company’s immediate parent company is Servicelink (UK) Limited. The company’s
ultimate parent company is Rentokil Initial plc, which forms the only group into which the
financial statements of the company are consolidated. The consolidated financial statements of
Rentokil Initial plc are avatlable from Felcourt, East Grinstead, West Sussex, RH19 2JY.

Related party transactions
Rentokil Initial plc is also the company’s ultimate controlling party. The company has not

undertaken any transactions with related parties during the period, other than transactions with

fellow members of the Rentokil Initial plc group. Such transactions are exempt from disclosure
under FRSS.

13
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Initial Security Limited

Notes to the financial statements
for the period ended 29 December 2002 (continued)

Cashflow statement
A cashfiow statement has not been provided as the company has taken advantage of the

exemption contained in Financial Reporting Standard 1 (Revised) “Cashflow Statements” as
consolidated financial statements in which the company is included are publicly available.

19




