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Alex Reid Limited

Directors’ Report
For the year ended 31 December 2009

The directors present their report and audited financial statements for the year ended 31 December 2009

BUSINESS REVIEW AND PRINCIPAL ACTIVITIES
The principal activity of the company 1s the provision of machines, machine servicing and consumable supplies
to the dry cleaning and laundry industry and no change I1s envisaged

The company traded at an increased operating loss for the period and, In the absence of unforeseen
circumstances, the directors are satisfied that the company will reduce this loss

The business made an operating loss of £123,000 (2008 loss £9,000) on revenue of £14,542,000 (2008
£16,421,000) Following the closure of one plant location, combiming the accounting function with the
remainder of the Dry Cleaning Division and the reduction in senior personnel, Alex Reid now has a significantly
reduced operating overhead

Supported by a new IT business solution and driven through a focus on Customer Service, all the ingredients
are in place for a more successful trading year for Alex Reid in 2010

Key Performance Indicators (KPI's)

Given the straight forward nature of the company, the company's directors are of the opinion that analysis
using KPI's 1s not necessary for an understanding of the development, performance or position of the
business

Principal risks and uncertainties The company supplies machines, machine servicing and suppltes to the
drycleaning industry Paossible future environmental legislation means that some existing drycleaning machines
may be required to convert to clean with more environmentally friendly matenals than the currently used
perchloroethylene The company supplies both machines and solvents that use alternative chemical systems
and therefore the directors consider that this nsk will not have a material impact on the company

Other key business nsks and uncertainties affecting the company are considered to relate to competition from
both national and independent distributors, employee retention and product avallabiity In addition the
reduction in the availability of credit provided to customers by financral institutions in the UK 1s likely to have a
considerable impact on trade going forward

Further discussion of these nisks and uncertamties, in the context of the group as a whole I1s provided in the
group's annual report which does not form part of this report

Likely future developments: The company Is to introduce a new IT system to controt operations in 2009 The
new system will be used as a platform to develop the business and further reduce costs

The directors consider the financial position of the company at 31st December 2009 to be satisfactory

RESULTS AND DIVIDENDS
The Company's revenue and loss from trading operations for the year was as follows
2009 2008
£000 £000
Revenue (net of VAT) 14,542 16,421
Operating loss {123) (9)

The directors have paid no dividends In the year (2008 £rmil)

The retained loss after tax for the year was £152,000 (2008 loss £124,000)
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Alex Reid Limited

Directors’ Report (continued)
For the year ended 31st December 2009

DIRECTORS
The drrectors of the company, who are listed on page 1, all held office throughout the year apart from P D Ogle
and R C Wood who were appointed to the Board on 28th Apnl 2010

FINANCIAL RISK MANAGEMENT

The company’s operations expose It to a variety of financial nsks that include the effects of changes n credit
nsk, iquidity nsk, price nsk and interest rate nsk The company 1s a wholly owned subsidiary of Johnson
Service Group PLC, which manages the nsk related to interest and exchange rate fluctuations on its behalf

The company obtains its financing through intra group loan arrangements which are at floating rates of
interest Loans to or from the parent company are repayable by the borrower within one year and are classed
as current assets or habilites

The company does not use derivative financial instruments to manage nterest rate costs and, as such, no
hedge accounting 1s apphed

Treasury and capital nsk management
The policies set by the parent company are implemented by the group treasury function on behalf of the
company and full details of these policies are disclosed in the annual report of Johnson Service Group PLC

Credit nsk

The company has implemented policies that require appropnate credit checks on potential customers before
sales are made The amount of exposure to any individual customer 1s subject to a imit, which Is regularly
reassessed by the board

Liquidity risk
The company obtains funding from its parent company, which has committed bank facilities available to
provide continuity of funding

Price nsk

The company trades in competitive markets where new entrants may undercut the company’s prices to obtain
competitive advantage In general new entrants can only maintain below cost pricing for a short penod of ime
before either increasing prices or ceasing to trade The company maonitors pricing by competitors in the
industry and ensures competitive pricing is maintained that ensures the viability the business

Interest rate cash flow risk
The company has an interest bearng liability Interest bearing liabiities include lcans from the parent
company, at vanable rates of interest

Foreign currency risk
Foreign currency hedges are entered into on behalf of the company by the group treasury function when
considered appropnate

HEALTH AND SAFETY

The board 1s aware of its responsibilities on all matters relating to health and safety of employees, customers,
visitors to company premises and others affected by the company’s activities The director responsible for
health and safety advises directors and semor executives on all relevant 1ssues relating to the compliance with
health and safety legisiation The company has clearly defined health and safety policies which follow current
best practices and meet or exceed legal requirements In particular, these policies clearly define the
company's asprrations for health and safety affairs, including protecting the health and well being of its
employees, and ensurning that the responsibilities of all categones of employees within the company are made
clear to those concerned Health and safety matters are an agenda item at board meetings

The policy 1s brought to the attention of all employees and copies of policy documents are available upon
request to all interested parties
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Alex Reid Limited

Directors’ Report (continued)
For the year ended 31st December 2009

HEALTH AND SAFETY {continued)
A clearly defined system 1s in place to identify, assess and control any sigruficant risks faced by both
employees and others This I1s reviewed regularly by the company's Health & Safety manager

The company has arrangements in place to consult employees regarding health and safety matters as
appropriate

CHARITABLE DONATIONS
Donations made to charnties i the year amounted to £nl (2008 £nif)

POLICY ON PAYMENT TO SUPPLIERS

The company fully supports the CBI initiative on payments to supphers and has continued to apply the Prompt
Payment Code in respect of all supphers The main features of the code are that payment terms are agreed at
the outset of a transaction and are adhered to, that there 1s a clear and consistent policy that bills will be paid
in accordance with the contract, and that there are no alterations to payment terms without prior arrangement
Copies of the Code can be obtained from the CBI Trade creditor days of the Company for the period ended 31
December 2009 were 38 days {2008 42 days), based on the ratio of Company trade payables at the end of
the period to the amounts invoiced during the penod by trade creditors

AUDITORS
The auditors, PnicewaterhouseCoopers LLP, have indicated ther willngness to continue in office and a
resolution concerning their re-appointment will be proposed at the Annual General Meeting

DIRECTORS’ RESPONSIBILITIES STATEMENT
The directors are responsible for preparing the Directors’ Report and the financial statements 1n 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 International Financial Repoerting
Standards (IFRSs) as adopted by the European Union 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
cempany and of the profit or loss of the company for that period  In prepanng 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, and

= prepare the financial statements on the going concern basis unless it 1s inappropniate 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 irregulanties

Each of the Directors at the date of this report confirms that

(a) so far as the director 1s aware, there 1s no relevant audit information of which the company's auditors are
uhaware, and

(b) he has taken all the steps that he ought to have taken as a director in order to make himself aware of any
relevant audit information and to establish that the company’s auditors are aware of that information
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Alex Reld Limited

Directors’ Report (continued)
For the year ended 31st December 2009

DIRECTORS’ RESPONSIBILITIES STATEMENT (continued)

This confirmation 1s given and should be interpreted in accordance with the provisions of Section 418 of the
Companies Act 2006

irector
30th Apnl 2010

Alex Reid Limited

Registered in England and Wales No 1025547
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Alex Reid Limited

Independent Auditors’ Report to the Members of Alex Reid Limited
For the year ended 31st December 2009

We have audited the financial statements of Alex Reid Limited for the year ended 31st December 2009 which
comprise the Income Statement, the Statement of Changes in Shareholders’ Equity, the Balance Sheet, the
Statement of Cash Flows, the Statement of Significant Accounting Policies and the related notes The
financial reporting framework that has been applied in therr preparation 1s applicable law and International
Financial Reporting Standards (IFRSs) as adopted by the European Union

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they gve a true and far view OQur
responsibility 1s to audit the financial statements in accordance with applicable law and International Standards
on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board's
Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the company's members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose We do not, In
giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom
this report 1s shown or into whose hands 1t may come save where expressly agreed by our prior consent in
writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from matenal misstatement, whether
caused by fraud or error This includes an assessment of whether the accounting policies are appropriate to
the company's circumstances and have been consistently applled and adequately disclosed, the
reasonableness of significant accounting estimates made by the directors, and the overall presentation of the
tinancial statements

Opinion on financial statements

In our opinton the financial statements

» give a true and farr view of the state of the company's affairs as at 31st December 2009 and of its loss and
cash flows for the year then ended,

= have been properly prepared in accordance with IFRSs as adopted by the European Union, and

= have heen prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matters prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared 15 consistent with the financial statements

Matters on which we are required {o report by exception

We have nothing to report In respect of the following matters where 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
recerved 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-mpt received all the information and explanations we require for our audit

Nigel Richens (Senior Statutory Auditor)

for and on behalf of PncewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Liwverpool

30 APR 2010




Alex Reid Limited

Income Statement
For the year ended 31st December 2009

Note

Year ended Year ended
31 December 31 December
2009 2008
£000 £000
1 REVENUE FROM CONTINUING OPERATIONS 14,542 16,421
Cost of sales (10,964) (11,965)
GROSS PROFIT 3,578 4,456
Other operating expenses
- Distribution costs (985) (1,350)
- Adminisiration costs {2,716) (2,947)
5 Exceptional tem - (168)
(3,701) (4.465)
OPERATING LOSS (123) (9
Finance income - 1
Finance costs {(78) (152)
{78) (151)
10SS BEFORE TAXATION {201) (160)
T Taxaton credit 49 36
LOSS FOR THE YEAR FROM CONTINUING OPERATIONS {152) (124)

Ali results are derived from continuing operations

The Company has no recognised net income or expense for the penod except as reported in the above

Income Statement

The notes on pages 11 to 25 are an integral part of these financial statements



Alex Reid Limited

Balance Sheet
As at 31st December 2009

»

Year ended Year ended
31 December 31 December
2009 2008
Note £000 £000
ASSETS
NON-CURRENT ASSETS
Intangible assets 134 69
Property, plant and equipment 67 57
14 Deferred income {ax assels 4 9
205 135
CURRENT ASSETS
10 Inventones 1,494 2,195
11 Trade and other receivables 2,564 2,504
Cash and cash equivalents 75 120
4,133 4,819
LIABILITIES
CURRENT LIABILITIES
Trade and other payables (1,447) (1,644)
Current income tax habihties - (WD)
12 Other creditors and accruals {2,936) {3,149}
13 Prowvisions (38) (58)
(4,421) {4,852}
NET CURRENT LIABILITIES (288) (33)
NON-CURRENT LIABILITIES
13 Provisions - {38)
NET (LIABILITIES)/ASSETS {83) 64
EQUITY
CAPITAL AND RESERVES ATTRIBUTABLE TO THE COMPANY’S EQUITY HOLDERS
17 Called up share capial 192 192
Other reserves 73 66
Retained earnings {348) (194)
TOTAL EQUITY (83) 64

The notes on pages 11 to 25 are an integral part of these financial statements The financial statements on

pages 7 to 25 were approved by the Board of Directors on 30th Apnl 2010 and signed on its behalf by

Company Number 1025547




Alex Reid Limited

Statement of Changes in Shareholders’ Equity

For the year ending 31 December 2009

Share Other Retaned Total

Capital Reserves earnings Equity

£000 £000 £000 £000

Balance at 1 January 2008 192 63 (70} 185

Share option costs — value of employee scheme - 3 - 3
Total recogmsed income and expense for the yvear - - (124} (124)

Balance at 31 December 2008 192 66 (194) 64

Balance at 1 January 2009 192 66 (194) 64

Share option costs — value of employee scheme - 5 - 5

Reserve transfer - 2 (2} -

Total recognised income and expense for the year - - {152} {152)

Balance at 31 December 2009 192 73 {348} (83)

At the Balance Sheet date, other reserves include capital redemption reserve of £63,000 and share option
reserve of £10,000 (2008 caprtal redemption reserve £63,000 and share option reserve of £3,000)
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Alex Reid Limited

Statement of Cash Flows
For the year ended 31 December 2009

Note

6

Year ended  Year ended
31 December 31 December
2009 2008
£000 £000
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before taxation {201) (160)
Adjustments for
Finance income and expense 78 151
Depreciation and amortisation 40 36
Decrease / (increase} in inventory 704 (577)
(Increase) / decrease In trade and other recewvables (60) 503
{Decrease)} / increase In trade and cther payables (351) 68
Loss / (profit) on sale of property, plant and equipment 11 (3)
Share based payments 5 -
Cash generated from operations 223 18
Interest paid (73} {152}
Taxaton received - 1
Net cash inflow f (outflow) generated from operating activities 150 (133)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of intangible assets (149) -
Purchase of property, plant and equipment {46) -
Proceeds from sale of property, plant and equipment - 3
Interest received - 1
Net cash {used n) / received from investing activities {195) 4
Net decrease in cash and cash equivalents (45) {128)
Cash and cash equivalents at beginning of year 120 249
Cash and cash equivalents at end of year 75 120

10



L3

Alex Reid Limited

Statement of Significant Accounting Policies
For the year ended 31 December 2009

BASIS OF PREPARATION
Alex Reid Limited 15 a Company limited by shares, incorporated and domiciled in the UK

The principal accounting policies applied in the preparation of this financial report are set out below These
policies have been consistently applied to the information presented, unless otherwise stated

The financial statements have been prepared in accordance with International Financlal Reporting Standards
(IFRS) as adopted by the European Union, IFRIC interpretations and the Comparies Act 2006 applicable to
companies reporting under IFRS

The financial statements have been prepared on the going concern basis under the historical cost convention

The preparation of financial statements in conformity with IFRS requires the use of certain crihcal accounting
estimates It also requires management to exercise its jJudgement in the process of applying the Company's
accounting policies The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial statements are disclosed below

Changes in Accounting Policy and Disclosures
(a) New and amended standards adopted by the Company
The Company has adopted the following new and amended IFRSs as of tst January 2009

IFRS 2 (amendment), ‘Share-based payment’ (effective 1st January 2009}

The amendment deals with vesting conditions and cancellations It clanfies that vesting conditions are service
condiions and performance conditions only Other features of a share-based payment are not vesting
conditions These features would need to be inciuded in the grant date fair value for transactions with
employees and others providing similar services, they would not impact the number of awards expected to vest
or valuation thereof subsequent to grant date All cancellations, whether by the entity or by other parties,
should receive the same accounting treatment The Company has adopted IFRS 2 {(amendment) from 1st
January 2009 The amendment does not have a matenal impact on the Company financial statements

IFRS 7, ‘Financiai instruments — Disclosures’ {(amendment) {effective 1st January 2009)
The amendment requires enhanced disclosures about farr value measurement and higuidity nsk

IFRS 8 ‘Operating Segments’ (effective 1st January 2009)

IFRS 8 replaces 1AS14 ‘Segment reporting’, and aligns segment reporting with the requirements of the US
standard SFAS 131, ‘Disclosures about Segments of an enterprise and related information’ The new standard
requires a ‘management approach, under which segment information 15 presented on the same basis as that
used for internal reporting purposes This has resulted in no change in the number of separately disclosed
segments

tAS 1 {revised), ‘Presentation of financial statements’ (effective 1st January 2009)

The revised standard prohubits the presentation of items of income and expense (that 1s, ‘non-owner changes
m equity’) in the Statement of Changes in Shareholders’ Equity, requinng ‘non-owner changes in equity’ to be
presented separately from owner changes In equity in a Statement of Comprehensive Income, (this statement
was previously called the Statement of Recognised Income and Expense) The revision wiil have no impact on
the Company financial statements as both are already present in the Statement of Changes in Shareholders’
Equity all owner changes in equity, whereas all non-owner changes in equity are presented in the Statement of
Comprehensive Income

IAS 23 {amendment), ‘Borrowing costs’ (effective 1st January 2009)

The amendment requires an entity to capitalise borrowing costs directly attnbutable to the acquisition,
construction or production of a qualifying asset (one that takes a substantial period of time to get ready for use
or sale) as part of the cost of that asset The option of immediately expensing those borrowing costs has been
removed The amendment I1s currently not applicable to the Company as there are no qualifying assets

11



Alex Reid Limited

Statement of Significant Accounting Policies (continued)
For the year ended 31 December 2009

(b) Standards, amendments and interpretations to existing standards that are not yet effective and have not
been early adopted by the Company

The following standards and amendments to existing standards have been published and are mandatory for
accounting pertods beginnung on or after 1st January 2010, or later penods, but have nat been early adopted
by the Company

IFRS 2 (amendments), ‘Group cash-settled share-based payment transaction’ {effective 1st January
2010)

In addition to incorporating IFRIC 8, ‘Scope of IFRS 2', and IFRIC 11, ‘IFRS 2 — Group and treasury share
transactions’, the amendments expand on the gwdance in IFRIC 11 to address the classification of group
arrangements that were not covered by that interpretation The new gquidance 15 not expected to have 3
matenal impact on the Company financial statements

IFRS 3 {revised), ‘Business combinations’ (effective 1st July 2009)

The revised standard continues to apply the acquisition method to business combinations, with some
significant changes For example, all payments to purchase a business are to be recorded at farr value at the
acquisitton date, with contingent payments classified as debt subsequently re-measured through the Income
Statement There 1s a choice on an acquisithon-by-acquisition basis to measure the non-controlling nterest in
the acquiree either at fair vale or at the non-controling interest's proportionate share of the acquiree's net
assets All acquisihon-related costs are to be expensed The Company will apply IFRS 3 (revised)
prospectively to all business combinations from 1st January 2010

IFRS 5 (amendment), ‘Nan-current assets held for sale and discontinued operations’ (effective 1st
January 2010)

The amendment Is part of the |JASB’s annual improvements project published in Apnil 2009 The amendment
provides clarfication that IFRS 5 specifies the disclosures required in respect of non-current assets (or
disposal groups) classified as held for sale or discontinued operattans It also clanfies that the general
requirements of IAS 1 still apply, particularly paragraph 15 (to achieve a fair presentatron) and paragraph 125
(sources of estimation uncertainty) of IAS 1 The Company will apply IFRS 5 {(amendment) from 1st January
2010 1tis not expected to have a matenal impact on the Company financial statements

IAS 1 (amendment), ‘Presentatton of financial statements’ {effective 1st January 2010)

The amendment 15 part of the IASB's annual improvements project pubhshed in Apnl 2009 The amendment
provides clarficaton that the potential settlement of a lability by the 1ssue of eqguity 1s not relevant to its
classification as current or non-current By amending the defimtion of current habiity, the amendment permits a
liabity to be ciassified as non-current {provided that the entity has an unconditional nght to defer settlement by
transfer of cash or other assets for at least 12 months after the accounting penod) notwithstanding the fact that
the entity could be required by the counterparty to settle in shares at any time The Company will apply 1AS 1
(amendment) from 1st January 2010 It 1s not expected to have a matenal impact on the Company financial
statements

IAS 38 (amendment), ‘Intangible Assets’

The amendment 1s part of the [ASB's annual improvements project published in April 2009 and the Company
will apply IAS 38 (amendment) from the date IFRS 3 (rewvised) 1s adopted The amendment clanfies guidance
in measuring the far value of an intangible asset acquired in a business combmation and it permits the
grouping of intangible assets as a single asset if each asset has similar useful economic lives The amendment
will not result in a matenal impact on the Company financial statements

IFRIC 17, ‘Distribution of non-cash assets to owners’ (effective on or after 1st July 2009)

The mtempretation was published 1n November 2008 This interpretation provides gutdance on accounting for
arrangements whereby an entity distributes non-cash assets to shareholders either as a distnbution of
reserves or as dividends IFRS 5 has also been amended to require that assets are classified as held for
distrbutron only wnen they are available for distnbution in their present condition and the distnbution 1s highly
probable The Company will apply IFRIC 17 from 1st January 2010 !t 1s not expected to have a matenal
impact on the Company financial statements

Crnitical Accounting Estimates and Assumptions
Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances

12



Alex Reid Limited

Statement of Significant Accounting Policies (continued)
For the year ended 31 December 2009

The Company makes estimates and assumptions concerning the future The resulting accounting estimates
will, by defimtion, seldom equal the related actual results The estimates and assumptions that have a
significant nsk of causing a matenal adjustment to the carrying amounts of assets and hahkilites within the next
financial year are discussed below

(a) Income taxes

The Company is subject to income taxes Significant judgement 1s required in determining the provision for
income taxes There are many transactions and calculations for which the ultmate tax determination 1s
uncertain duning the ordinary course of business The Company recognises liabihties for anticipated tax 1ssues
based on estimates of whether additional taxes will be due Where the final tax outcome of these matters 1s
different from the amounts that were imihally recorded, such differences will impact the income tax and deferred
tax provisions in the penod in which such determination 1s made

{b) Onerous leases, difapidations and environmental costs

The Company makes provision for the anticipated net costs of onerous leases, dilapidattons and
environmental clean up costs The timing of these provisions coincides with the commitment to a formal plan of
action or, If earlier, on divestment or on closure of inactive sites

REVENUE RECOGNITION

Revenue represents the fair value of consideration received or receivable for the sale of goods and services
suppled in the ordinary course of the Company’s activities, and 1s stated exclusive of VAT and similar taxes
The Company recognises revenue when the amount of revenue can be rehably measured and it 1s probable
that future economic benefits will flow to the entity

EMPLOYEE BENEFITS

(1) Retiremnent benefits

The Company operates two pension schemes The schemes are funded through payments to insurance
companies or trustee-administered funds Both schemes are defined contribution plans

A defined contnbution plan 15 a pension plan under which the Company pays fixed contnbutions nto a
separate entity The Company has no legal or constructive obligations to pay further contributions if the fund
does not hold sufficlent assets to pay all employees the benefits relating to employee service in the current and
prior periods

The Company pays contributions to publicly or privately administered pension insurance plans on a
mandatory, contractual or voluntary basis The Group has no further payment cbligations once the
coentnbutions have been paid The contnibutions are recognised as an employee benefit expense when they
are due

(11} Share-based compensation

The parent company, Johnson Service Group PLC, operates vanous equity-settled share-based compensation
plans to which Alex Rexd Limited employees are entitled to join The economic cost of awarding shares and
share options to employees 1s recognised as an expense in the Income Statement equivalent to the farr value
of the benefit awarded The fair value 1s determined by reference to option pricing models, pnncipally Binomial
and Monte Carlo models The fair value of the award 1s recognised i the Income Statement over the vesting
period of the award At each Balance Sheet date, the Parent Company revises its estimate of the number of
opttons that are expected to become exercisable Any revision to the onginal estimate i1s reflected In the
Income Statement with a corresponding adiustment to equity immediately to the extent it relates o past service
and the remainder over the rest of the vesting penod

() Bonus plans

The Company recognises an expense and a hability for bonuses based on the profit as appropriate and other
pre-determined performance critenia

13
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Alex Reid Limited

Statement of Significant Accounting Policies (continued)
For the year ended 31 December 2009

{v) Termination benefits

Termination benefits are payable when employment 1s termmated by the Company before the normal
retirement date, or whenever an employee accepts voluntary redundancy in exchange for these benefits The
Company recognises termination benefits when it 1s demonsirably committed to the termination of the
employment of current employees according to a detailed formal plan without posstbiity of withdrawal

INTANGIBLE ASSETS
Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to
use the specific software, and are included on the Balance Sheet within intangible assets Costs are
amortised, once commissioned, over the estimated useful lives (4-10 years)

Costs associated with the general development and maintenance of computer software programs are
recognised as an expense as incurred Costs that are directly associated with the production of identifiable and
unique software products controlled by the Company, and that wili probably generate economic benefits
exceeding costs beyond one year, are recognised as intangible assets Computer software costs recognised
as assets are amortised over their estimated useful lives

Amortisation of computer software 1s charged to operating profit

TANGIBLE FIXED ASSETS

Tangible fixed assets are stated at cost, less depreciation which 15 calculated to write off these assets, by
equal annual instalments, over their estimated useful ives The estimated life of plant and fixtures 15 two to
fifteen years and of vehicles four to five years Improvements to short leasehoid properties are amortised over
the shorter of the terms of the leases, and their useful life The assets’ residual values and useful lives are
reviewed, and adjusted If appropriate, at each Balance Sheet date

Subsequent costs are included In the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it 1s probable that future economic benefits associated with the item will flow to the
Company and the cost of the item can be measured reliably The carrying amount of the replaced part 1s
derecognised All other repars and mamtenance costs are charged to the Income Statement during the
financial penod in which they are incurred

No depreciation 15 provided for assets under the course of construction until they are completed and put in use
as management intended

Gans and losses on disposals are determined by comparing the net proceeds with the carrying amount and
are recognised within the Income Statement

LEASED ASSETS

Leases m which a significant portion of the nsks and rewards of ownership are retained by the lessor are
classified as operating leases Rentals payable i respect of operating leases (net of any incentives receved
from the lessor) are charged to the Income Statement on a straight ine basis over the lease term

Where assets are financed by leasing which give nghts approximating to ownership, the assets are treated as
if they had been purchased outnght and are capntalised at their far value at the date of inception of the lease
The capital element of outstanding lease or hire purchase commitments 1s treated as a hability and disclosed
as obligations under finance agreements Interest 1s allocated to the Income Statement over the penod of the
lease or hire purchase agreement and represents a constant proportion of the outstanding commitment

INVENTORIES

Stocks of materials, stores and goods for resale are valued at the lower of cost and net realisable value Cost
1s stated on a first In, first out basis and comprises invoiced cost In respect of the purchase of finished goods
and materals and direct transportation costs It excludes borrowing costs
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Alex Reid Limited

Statement of Significant Accounting Policies (continued)
For the year ended 31 December 2009

Net realisable value 1s the estimated selling price in the ordinary course of business, less applicable varniable
selling expenses Provision 1s made for obsolete, defective and slow moving stock

TRADE RECEIVABLES
Trade recelvables are recognised imitially at fair value, fess proviston for impairment

A provision for mparment of trade recewvables 1s established when there i1s objective evidence that the
Company will not be able to collect all amounts due according to the orginal terms of the recevables
Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial
reorganisation, and default or delinquency in payments are considered indicators that the trade receivable 1s
impaired The amount of the provision 1s the difference between the asset's carrying amount and the present
value of estimated future cash flows, discounted at the onginal effective interest rate The carrying amount of
the asset 1s reduced through the use of an allowance account, and the amount of the loss ts recognised in the
Income Statement within ‘administration costs’ When a trade receivable 1s uncollectible, it 1s written off against
the allowance account for trade receivables Subsequent recoveries of amounts previously written off are
credited against 'administration costs® in the Income Statement

CASH AND CASH EQUIVALENTS
Cash and cash equivalents in the Balance Sheet compnse cash at bank and in hand

For the purpose of the Cash Flow Statement, cash and cash eguivalents consist of cash and cash equivalents
as defined above

TRADE PAYABLES
Trade payables are not interest bearnng and are stated at their nominal value

PROVISIONS
Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a
past event, 1t i1s probable that an outflow of resources embodying economic benefits will be required to settle

- the obligation and a reliable estmate can be made of the amount of the obligaton Prowision 1s not made for

future operating losses

CURRENT INCOME TAXATION

Current tax assets and liabilites for the current and prior periods are measured at the amount expected to be
recovered from or paid to the tax authorities The tax rates and tax laws used to compute the amount are those
that are enacted or substantively enacted by the Balance Sheet date

DEFERRED TAX

Deferred tax i1s provided in full, using the hability method, on temporary differences ansing between the tax
bases of assets and labilittes and their carrying amounts In the financral statements ODeferred tax is not
accounted for If it anses from ibal recogrition of an asset or habihty in a transaction, other than a business
combination, that at the time of the transachon affects esther accounting nor taxable profit or loss Deferred tax
1s determined using tax rates (and laws) that have been enacted or substantively enacted by the Balance
Sheet date and that are expected to apply when the related deferred tax asset 1s reahsed or the deferred tax
hability 1s settled

Deferred income tax assets are recognised to the extent that it 1s probable that future taxable profit will be
available against which the temporary differences can be utiised

FOREIGN CURRENCY TRANSLATION

The financial statements are presented in sterling, which 1s the Company’s functional and presentational
currency
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Alex Reid Limited

Statement of Significant Accounting Policies (continued)
For the year ended 31 December 2009

Forexgn currency transactions are translated into the functional currency using the exchange rates prevailing at
the dates of the transactions Foreign exchange gains and losses resulting from the settlement of such
transactons and from the translaton at year-end exchange rates of monetary assets and labilities
denominated in foreign currencies are recognised in the Income Statement

DIVIDEND DISTRIBUTION

Under IAS 10 (Events after the Balance Sheet Date}), dividends to holders of equity mstruments declared after
the Balance Sheet date are not recognised as a hability as at the Balance Sheet date Dividend distribution to
the Company’s Shareholder is recognised in the Company’s financial statements in the period In which the
dividends are declared to the Company's Shareholder Intenm dividends are recogrnised when paid

SHARE CAPITAL

Ordinary shares are classified as equity Incremental costs directly attnbutable to the 1ssue of new shares or
ophions are shown in equity as a deduction, net of tax, from the proceeds
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Alex Reid Limited

Notes to the Financial Statements
For the year ended 31st December 2009

SEGMENTAL ANALYSIS

The Company had only one class of business in the United Kingdom, as in previous years The analysis of
revenue and profit before taxation by class of business and geographical location has therefore not been

given
OPERATING LOSS
2009 2008
£000 £000
Operating loss 1s stated after charging/(crediting)
Depreciation of tangible fixed assets
- owned property, plant and equipment 25 36
Loss f(profit) on sale of tangible fixed assets
- plant and equipment 11 (3)
Amortisation of intangible assets (software) 15 -
Operating lease payments
- plant and equipment 189 175
- buildings 326 330
- sublet income (6) (6)
Auditors’ remuneration
Fees payable to the company's auditors for the audit of the company's
annual accounts 31 35
No other fees were payable to the company's auditors for other services provided dunng the year
EMPLOYEE BENEFIT EXPENSE
2009 2008
£000 £000
Staff costs during the year were as follows
Wages and salaries 2,165 2,303
Social secunty costs 213 230
Redundancy costs 127 30
Cost of employee share schemes 5 3
Pension costs - defined contribution plans (Note 15) 68 72
Contributions to defined benefit private healthcare scheme 4 11
Total 2,582 2,649
The average number of persons (Iincluding directors) employed by the company dunng the year was
2009 2008
No No
Full ime 78 80
Part ime 4 5
Total 82 85

KEY MANAGEMENT’S EMOLUMENTS

Key management personnel i1s represented by the board of directors and their aggregate emoluments are as

follows -
2009 2008
£000 £000
Aggregate emoluments (excluding employer's pension contributions but
Including bonuses earned and benefits in kind}) 84 84
Total 84 84
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Alex Reid Limited

Notes to the Financial Statements (continued)
For the year ended 31st December 2009

KEY MANAGEMENT’S EMOLUMENTS (continued)
During the year no Directors, other than Directors of the Parent Company, exercised share options (2008 nil)
Directors are regarded as the key management of the company

At 31st December 2009, no directors (2008 nil} had benefits accruing to them under the defined contributton
money purchase scheme

Highest Paid Director.

2009 2008

£000 £000
Aggregate emoluments {excluding employer's pension contnbutions but
including bonuses earned and benefits in kind) 84 84
Total 84 84
EXCEPTIONAL ITEM

2009 2008

£000 £000
Vacant property provision - 96
Redundancy costs - 28
Other restructuring costs - 44
Total - 168

The exceptional item of £168,000 in 2008 relates to costs incurred in respect of the cessation of the Firbimatic
business at the Company's Pershore site and transfer of the activities to the Leicester depot

FINANCE INCOME AND COSTS

2009 2008

£000 £000
Interest payable on loan from parent company (78) (152)
Other finance income - 1
Net finance costs (78) {(151)
TAXATION

2009 2008

£000 £000
Current tax credit
UK corporation tax credit for the year at 28% (2008 28 5%) (58) (50)
Adjustment in relation to previous years 4 7
Current tax credit for the year (54) (43)
Deferred tax expense
Ongination and reversal of temporary differences 9 4
Adjustment in relahon to previous years {4) 3
Deferred tax charge for the year 5 7
Total credit for taxation included in the income statement {49) (36)
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Alex Reid Limited

Notes to the Financial Statements (continued)
For the year ended 31st December 2009

TAXATION (continued)

The tax credit for the year i1s lower (2008 lower) than the standard rate of corporation tax in the UK The
differences are explained below

2009 2008
E000 £000
Loss before taxation per the income siatement {201) {i60)
Loss before taxation muttiphed by the standard rate of corporation tax min
the UK of 28% (2008 28 5%) (57) (46)
Factors affecting taxation charge for the year
Tax effect of expenses not deductible for tax purposes 8 -
Adjustment in relation to previous years - 10
Total tax credit for the year ~{49) (36)
INTANGIBLE ASSETS
Computer
software
£000
Cost
At 31st December 2007 -
Additions 69
At 31st December 2008 69
Addihions 80
At 31st December 2009 149
Accumulated amortisation
At 31st December 2007 and 2008 -
Charged durning the year 15
At 31st December 2009 15
Carrying amount
At 31st December 2007 -
At 31st December 2008 69
At 31st December 2009 134

The net book value of assets under the course of constructton included above 1s £nil (2008 £69,000)
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Alex Reid Limited

Notes to the Financial Statements (continued)
For the year ended 31st December 2009

PROPERTY, PLANT AND EQUIPMENT

-

10

Plant,
Equipment
and
vehicles
£000
Cost
At 31st December 2007 571
Disposals (92)
At 31st December 2008 479
Additions 46
Disposals (19}
At 31st December 2009 506
Accumulated depreciation and impairment
At 31st December 2007 478
Charged durning the year 36
Eliminated on disposals (92)
At 31st December 2008 422
Charged dunng the year 25
Eliminated on disposals (8)
At 31st December 2009 439
Carrying amount
At 31st December 2007 a3
At 31st December 2008 57
At 31st December 2009 67
INVENTORIES
2009 2008
£000 £000
Goods for resale 1,494 2,195
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. Alex Reid Limited

Notes to the Financial Statements (continued)
For the year ended 31st December 2009

11 TRADE AND OTHER RECEIVABLES

2009 2008

£000 £000
Amounts falling due within one year
Trade receivables 2,152 2,053
Less Provision for doubtful debts {175) (113)
Net trade recevables 1,977 1,940
Recevables from Group Undertakings 458 284
Other recevables 13 47
Prepayments and accrued income 116 233
Total 2,564 2,504

Amounts due from group undertakings detalled above represent trade balances which are unsecured, interest

free and due for payment within the contracted terms of sale

The histonical level of cusfomer default 1s minimal and as a result the ‘credit qualty’ of year end trade
receivables which are not past due 1s considered to be high Trade and other recervables which are less than
three months past due are not considered imparred Trade and other receivables greater than three months
past due are considered for recoverability, and, where appropriate, a provision against bad debt 1s recognised
Company receivables from related parties are not past due or impaired The canrrying amounts of the
Company’s trade and other receivables on the Balance Sheet are denominated in Sterling (2008 Sterling)

2009 2008

£000 £000
Trade and other recervables
- Not yet due and up to 3 months past due 1,811 2,091
- 3 to 6 months past due 470 158
- Over 6 months past due - 84
- Provision (175) (113)

2,106 2,220
Recevables from other Group Companies 458 284
Total 2,564 2,504

The overdue aging profile above is typical of the industry in which the Company operates Given this and the

recognised slow payment history the above amounts are considered recoverable

Total trade receivables are stated net of the following impairment provision

2009 2008

£000 £00O0
At 1st January 113 g9
Provisions for receivables impairment 125 140
Receivables written off in the year as uncollectible {63) {126)
At 31st December 175 113

The creation and release of provision for impaired receivables have been included 1n ‘administration costs’ in
the Income Statement Amounts charged to the allowance account are generally wnitten off when there 15 no
expectation of recovering additional cash

The maximum exposure to credit nsk of the reporting data 1s the fair value of each ciass of receivable The

Company does not hold any collateral as secunty
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Alex Reid Limited

Notes to the Financial Statements (continued)
For the year ended 31st December 2009

OTHER CREDITORS AND ACCRUALS
2009 2008
£000 £000
Amounts faliing due tn less than one year
Payables to Group Undertakings 7 -
Payable to Parent Company 2,474 1,944
Other payables and deferred income 3 213
Other tax and social secunty 101 65
Accruals 351 927
Total 2,936 3,149

The amounts due to other Group Companies are unsecured, repayable on demand and attract interest linked
to the base rate

PROVISIONS
Property
£000
At 1st January 2009 96
Utiised during the year (58)
At 31st December 2009 38

-
-

The provision s for the Pershore property lease which expires in 2010 and was vacated from January 2009
{Note 5) The balance of the provision 1s all due within one year

DEFERRED TAXATION

Deferred tax 1s calculated in full on temporary differences under the hability method using a tax rate of 28%
(2008 28%)
Deferred tax assets

2009 2008
£000 £000
Recognised deferred tax balances
In respect of
Accelerated capital allowances 4 7

The following provides a reconciiation of the movement in each of the major deferred tax assets

Accelerated

capital
allowances
£000
At 1st January 2009 9
Charge to income (5)
At 31st December 2009 4
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Alex Reid Limited

Notes to the Financial Statements (continued)
For the year ended 31st December 2009

RETIREMENT BENEFITS

Private healthcare

The Group operates an unfunded defined benefit private healthcare scheme for eligible retirees The Parent
Company accounted for a current service cost of £1,000 and an interest cost of £79,000 in the Income
Statement (2008 £2,000 and £83,000 respectively) and expects this to reman unchanged in 2010

The scheme is subject to an independent actuanial review which assesses the cost of providing benefits for
current and future eligible retirees The latest formal review was undertaken as at 31st December 2009 The
actuanal review was performed using the Project Unit Credit Method, using a discount rate of 5 8% (2008
6 6%) The main long term actuarial assumptions used in the review were that the retirement age of eligible
employees will be 62 for females and 62 for males (2008 62 for females and 62 for males) and the rate of
increase In medical costs I1s to be 9 5% for 2010, reducing over the next 4 years to 4 5% (2008 constant
increase of 6 0% throughout the penod of the hability)

An increase of 1% in the medical cost trend would increase the scheme labiittes by £0 1 milion {2008 £0 1
mithon) and the aggregate of the service cost and interest cost by £8,000 (2008 £10,000) A decrease of 1% In
the medical cost trend would reduce the scheme habihties by £0 1 mulion {2008 £0 1 milhlon) and the
aggregate of the service cost and interest cost by £7,000 (2008 £7,000)

Pensions

Defined contnbution scheme

Johnson Service Group PLC operates a defined contnbution money purchase scheme {The Johnson Group
Retirement plan} on behalf of elgble employees of the Group The cost to the Company of contributions to
this scheme duning the year was £68,000 (2008 £72,366)

Amounts outstanding at 31st December 2009 1n respect of.

2009 2008
£000 £000
Defined contnbution penston scheme 6 7
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CONTINGENT LIABILITIES

At 31st December 2009 there were no contingent habiites except for those ansing from the ordinary course of
the Company's business (2008 nil) The Company has guaranteed the banking faciities of Johnson Service
Group PLC and certain of its subsidiary undertakings under a cross guaraniee arrangement No losses are
expected to result from this arrangement

On 28th December 2007, the Company entered into security agreements n respect of the loan and pension

scheme obligations of Johnson Service Group PLC As part of these agreements the loan holders and
pension scheme Trustee have secunty over the assets of the Company

CALLED-UP SHARE CAPITAL

2009 2008
£000 £000
Authonsed
500,000 (2008 500,000) Ordinary
shares of £1 each 500 500
Issued and fully paid Shares £000 Shares £000
Ordinary shares of £1 each
At start and end of year 192 192 192 192
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Alex Reid Limited

Notes to the Financial Statements (continued)
For the year ended 31st December 2009

18 FINANCIAL COMMITMENTS

Capital expenditure

Contracts placed for future financral expenditure contracted but not prowvided for in the financial statements are

shown below

Revenue expenditure

Total future mmimum lease payments under non-cancellable operating leases are as follows

2009 2008
£000 £000
Land and buildings
- within ene year 308 330
- between two and five years 1,133 1,149
- mn five years or more 1,392 1.411
Total 2,833 2,890
2009 2008
£000 £000
Plant and equipment
- within one year 213 139
- between two and five years 349 280
Total 562 419

19 RELATED PARTY TRANSACTIONS

The Company has a related party relationshp with its parent company, other group undertakings and with its
directors and executive officers Transactions dunng the year and balances between these related parties are

disclosed below

Transactions with Parent Company
Costs recharged to Parent Company
Costs recharge from Parent Company
Amounts due to Parent Company
interest payable to Parent Company

Transactions with other Group Undertakings
Sales to other Group Undertakings

Costs recharged from other Group Undertakings
Amounts due from other Group Undertakings
Amounts due to other Group Undertakings

There were no transactions with directors and executive officers

20 SHARE-BASED PAYMENTS

2009
£000

46
2,474
78

4,984
224
458

2008
£000

154
1,044
152

4,096
92
284
213

Certain senior executives of the Company hold options in respect of potential 1ssues of Ordinary Shares of 10p
each in Johnson Service Group PLC, the Parent Company, granted pursuant to the 2003 Discretronary
Unapproved Share Option Plan, the 2003 Discretionary Approved Share Option Plan, the 2009 Long-Term
Incentive Plan and the 2009 Long-Term Incentive Plan Approved Section (together referred to as ‘Executive’

schemes) at prices ranging from nil to 394 50p
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Alex Reid Limited

Notes to the Financial Statements (continued)
For the year ended 31st December 2009

SHARE-BASED PAYMENTS (continued)

Certain employees of the Company hold options in respect of potential 1ssues of Ordinary Shares of 10p each
in Johnson Service Group PLC, the Parent Company, granted pursuant to the Johnson Group Savings Related
Share Option Scheme and the Johnson Service Group Sharesave Plan (together referred to as ‘SAYE’
schemes) at prices ranging from 16 Op to 335 Op

2003 Discretionary Share Option Plan

The 2003 Discretionary Unapproved Share Option Plan and the 2003 Discretionary Approved Share Option
Plan prowvide for a grant price equal to the quoted closing mid-market price of Johnson Service Group PLC
shares on the business day immediately preceding the date of grant The exercise price 1s defermined by the
Remuneration Committee of Johnson Service Group PLC The vesting pericd is generally three years Both
market based and non-market based performance conditions are generally attached to the options, for which
an appropnate adjustment 15 made when calculating the fair value of an opton If the opticns remain
unexercised after a period of 10 years from the date of grant, the options expire Furthermore, options are
forfeited iIf the employee leaves the Company before the options vest, unless under exceptional circumstances

2009 Long-Term Incentive Plan

The 2009 Long-Term Incentive Plan provides for a grant price of nl The 2009 Long-Term Incentive Flan
Approved Sechon provides for a grant price equal to the quoted closing mid-market price of Johnson Service
Group PLC shares on the business day immediately preceding the date of grant The exercise price 1s
determined by the Remuneration Committee of Johnson Service Group PLC The vesting penod 1s generally
three years Both market based and non-market based performance condittons are generally attached to the
options, for which an appropnate adjustment 1s made when calculating the fair value of an optton If the options
reman unexercised after a period of 10 years from the date of grant, the options expire Furthermore, options
are forfeited if the employee leaves the Company before the options vest, unless under exceptional
circumstances

SAYE Schemes

The Johnson Group Savings Related Share Option Scheme provides for an exercise price equal to the
average of the quoted mid-market price of Johnson Service Group PLC shares on the three business days
immediately preceding the date of grant, less a discount of up to 20 percent The Johnson Service Group
Sharesave Plan provides for an exercise price equal to the quoted closing mid-market price of the Company
shares on the business day immediately preceding the date of grant, less a discount of up to 20 percent The
vesting penod under both schemes 1s erther three or five years and no performance conditions are attached to
the options

Cost of schemes

The fair value 1s measured at the date of grant and spread over the vesting penod of the options The farr
value of options awarded o employees 1s determined by reference to option pricing models, pnincipally
Binomial and Monte Carlo models Details of the assumptions used in the calculation of the farr values of the
awards, together with details of the inputs into the Binomial and Monte Carlo models are set out in note 29 to
the Annual Report of Johnson Service Group PLC

Details of the number of shares subject to opttons under each scheme which were outstanding at 31st
December 2009, the penods in which they were granted and the penods in which they may be exercised are
set out in note 28 to the Annual Report of Johnson Service Group PLC

Duning the year the Company recognised total expenses of £5,000 (2008 £3,000) in relation to equity-settled
share based payment transactions

ULTIMATE PARENT COMPANY

The company's immediate and ultimate parent undertaking, which 1s the parent undertaking of the smallest
and largest group to consolidate these financial statements, and controling party 1s Johnson Service Group
PLC Copies of the parent's consolidated financial statements may be obtained from the secretary, Johnson
Service Group PLC at Johnson House, Abbots Park, Monks Way, Preston Brook, Cheshire WA7 3GH
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